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PART 242—CONTRACT ADMINISTRATION AND AUDIT SERVICES
242.002  Interagency agreements.

* * * * *

(S-70)(i)  Foreign governments and international organizations may request contract administration services on their direct purchases from U.S. producers.  Direct purchase is the purchase of defense supplies in the United States through commercial channels for use by the foreign government or international organization.



(ii)  Supply and Services Canada (SSC) is permitted to submit its requests for contract administration services directly to the cognizant contract administration office.



(iii)  Other foreign governments (including Canadian government organizations other than SSC) and international organizations send their requests for contract administration services to the DoD Central Control Point (CCP) at the Headquarters, Defense Contract Management Agency, International and Federal Business Team.  Contract administration offices provide services only upon request from the CCP.  The CCP shall/[follow the procedures at PGI 242.002(S-70)(iii).]



(A)  Determine whether the request is from a friendly foreign government or an international agency in which the United States is a participant;




(B)  Determine whether the services are consistent with the DoD mutual security program policies (the Assistant Secretary of Defense (International Security Affairs) is the source of information for questions as to the eligibility of foreign governments to receive services);




(C)  Ensure that the reimbursement arrangements are consistent with paragraph (b) of this section;




(D)  Coordinate with appropriate contract administration offices to determine whether DoD can provide the services;




(E)  Notify the requestor that the request is accepted, or provide reasons why it cannot be accepted;




(F)  Distribute the acquisition documents and related materials to contract administration offices; and




(G)  Receive statements of costs incurred by contract administration offices for reimbursable services and forward them for billing to the Security Assistance Accounting Center.
* * * * *

subpart 242.2--contract administration SERVICES

* * * * *

242.202  Assignment of contract administration.


(a)(i)  DoD activities shall not retain any contract for administration that requires performance of any contract administration function at or near contractor facilities, except contracts for—




(A)  The National Security Agency;




(B)  Research and development with universities;




(C)  Flight training;




(D)  Consultant [Management and professional] support services;

* * * * *

subpart 242.4--correspondence and visits

242.402  Visits to contractors' facilities.


(a)  If a visit to a contractor facility will require access to classified information, the visitors must give the contractor advance written notice (DoD 5220.22-R, Industrial Security Regulation).

subpart 242.5--postaward orientation

242.503  Postaward conferences.

242.503-2  Postaward conference procedure.

Use the conference program outlined on the DD Form 1484, Post-Award Conference Record, [may be used] in conducting the conference [and in preparing the conference report].
242.503-3  Postaward conference report.

The DD Form 1484, Post-Award Conference Record, may be used for this report.

242.570  Contract clause.

Use the clause at 252.242-7000, Postaward Conference, in solicitations and contracts.

* * * * *

subpart 242.7--indirect cost rates

242.704  Billing rates.


(c)  The administrative contracting officer or auditor shall periodically review billing rates for continued applicability.  Billing rates should be established on a year-to-year basis.

242.705  Final indirect cost rates.

242.705-1  Contracting officer determination procedure.


(a)  Applicability and responsibility.


(1)  The corporate administrative contracting officer (CACO) and individual administrative contracting officers (ACOs) shall jointly decide whether negotiations will be conducted on a coordinated or centralized basis. [how to conduct negotiatons.  Follow the procedures at PGI 242.705-1(a)(1) when negotiations] When they are conducted on a coordinated basis, individual ACOs are responsible for coordinating with the CACO to ensure consistency of cost determinations.

242.705-2  Auditor determination procedure.


(b)  Procedures.


(2)(iii)  When agreement cannot be reached with the contractor, the auditor will issue a DCAA Form 1, Notice of Contract Costs Suspended and/or Disapproved, in addition to the advisory report to the administrative contracting officer.  The DCAA Form 1 details the items of exception and advises the contractor that requests for reconsideration should be submitted in writing to the administrative contracting officer.
242.705-3  Educational institutions.


(b)  Predetermined final indirect cost rates.



(4)(i)  Predetermined indirect cost rate proposals may cover a period of two to four years when the cognizant Contracting Officer determines that the educational institution’s cost experience and other pertinent facts available are sufficient to enable the parties to reach an informed judgment on the probable levels of indirect costs and allocation base costs for the applicable future accounting periods.  Predetermined rates covering two to four year periods are expected to be the norm in those situations.



(6)  Predetermined indirect cost rates may be established to cover up to four years.

* * * * *
subpart 242.8--disallowance of costs

242.801  Notice of intent to disallow costs.


(e)  A corporate administrative contracting officer need not obtain the approval of the individual administrative contracting officers to disallow items of corporate expense.

* * * * *
subpart 242.12--novation and change-of-name agreements

242.1202  Responsibility for executing agreements.

The contracting officer responsible for processing and executing novation and change-of-name agreements shall ensure agreements are executed promptly.

242.1203  Processing agreements.


(b)(2)(A)  [The responsible contracting officer shall process and execute novation and change-of-name agreements in accordance with the procedures at PGI 242.1203.]  For contracts awarded by the military departments, provide notices to the following addressees instead of individual contracting or contract administration offices—
	Army
	HQ, U.S. Army Material Command

ATTN:  AMCCC-P

5001 Eisenhower Avenue

Alexandria, VA  22333-0001

	
	

	Navy
	Office of the Assistant Secretary of the Navy 

Research, Development & Acquisition

Acquisition Management

2211 South Clark Place, Room 578

Arlington, VA  22202-3738

	
	

	Air Force
	HQ Air Force Materiel Command

ATTN:  HQ AFMC/PKP

4375 Chidlaw Road, Suite 6

Wright Patterson AFB, OH  45433-5006

	
	

	National Aeronautics and Space Administration
	National Aeronautics and Space Administration

Associate Administrator for Procurement

ATTN:  HS

Washington, DC  20546-0001





(B)  Lists for notices of a successor in interest should include the information at FAR 42.1204(e)(2).




(C)  Lists for notices of a name change should include the information at FAR 42.1205(a)(3).




(D)  On notices sent to the addressees in paragraph (b)(2)(A) of this section, include a consolidated list for all subordinate contracting offices of the addressee.


(f)(i)  Before making any substantial alterations or additions to the novation agreement format at FAR 42.1204(i), coordinate with those addressees in paragraph (b)(2)(A) of this section that have contracts with the contractor.  Resolve any objections before executing the agreement.



(ii)  If the National Aeronautics and Space Administration (NASA) wants a separate agreement with the contractor, continue to process the agreement only for DoD.


(g)  Also, make distribution to—



(i)  The addressees in paragraph (b)(2)(A) of this section—two copies; and



(ii)  The appropriate Military Traffic Management Command (MTMC) area command for agreements affecting contracts and basic agreements for storage and related services for personal property of military and civilian personnel—two copies—

	Commander

Eastern Area

Military Traffic Management Command

ATTN:  MTE-LO

Bayonne, NJ  07002
	Commander

Western Area

Military Traffic Management Command

Oakland Army Base

ATTN:  MTW-LO

Oakland, CA  94626



(h)(4)  Additional distribution instructions—




(A)  Send two copies to the address in paragraph (b)(2)(A) of this section.  The list of contracts may be confined to those issued by that department.




(B)  Do not send copies to NASA or the MTMC commands in paragraph (g)(ii) of this section.  They will issue their own modifications.
* * * * *
subpart 242.15--CONTRACTOR PERFORMANCE INFORMATION

242.1503  Procedures.

Evaluations should consider any notifications submitted under paragraph (g) of the clause at 252.219-7003, Small, Small Disadvantaged and Women-Owned Small Business Subcontracting Plan (DoD Contracts).

* * * * *

subpart 242.71--voluntary refunds

242.7100  General.


(a)  A voluntary refund is a payment or credit (adjustment under one or more contracts or subcontracts) to the Government from a contractor or subcontractor which [that] is not required by any contractual or other legal obligation.  [Follow the procedures at PGI 242.7100 for voluntary refunds.]

(b)  A voluntary refund may be solicited (requested by the Government) or unsolicited.



(1)  Generally, request voluntary refunds only after determining that no contractual remedy is readily available to recover the amount sought.



(2)  Acceptance of unsolicited refunds does not prejudice remedies otherwise available to the Government.


(c)  Before soliciting a voluntary refund or accepting an unsolicited one, the contracting officer should have legal counsel review the contract and related data to—



(1)  Confirm that there are no readily available contractual remedies; and



(2)  Advise whether the proposed action would jeopardize or impair the Government's rights.

242.7101  Solicited refunds.


(a)  Request voluntary refunds only when—



(1)  The contracting officer concludes that the contractor overcharged under a contract, or inadequately compensated the Government for the use of Government-owned property, or inadequately compensated the Government in the disposition of contractor inventory; and



(2)  Retention of the amount in question by the contractor or subcontractor would be contrary to good conscience and equity.


(b)  Do not solicit voluntary refunds without approval of the head of the contracting activity, or as provided in department/agency regulations.


(c)  Voluntary refunds may be requested during or after contract performance.

242.7102  Disposition of voluntary refunds.

A contract modification, rather than a check, is the preferred means of effecting a solicited or unsolicited refund transacted before final payment.


(a)  For modifications, adjust the price for the refund and credit the refund to the applicable appropriation cited in the contract.


(b)  For checks—



(1)  Advise the contractor to—




(i)  Make the check payable to the agency which awarded the contract;




(ii)  Forward the check to the contracting officer or when the contract is assigned to another office for administration, to that office; and




(iii)  Include a letter with the check—





(A)  Identifying it as a voluntary refund;





(B)  Giving the contract number involved; and





(C)  Where possible, giving the appropriation and account number to be credited.



(2)  Forward the check to the office responsible for control of funds.
* * * * *

subpart 242.74--technical representation at contractor facilities

242.7400  General.


(a)  Contract administration offices (CAOs) are the designated representatives of DoD for the administration of contracts (see FAR 42.202 and 42.302).  DoD activities shall use CAOs to perform contract administration service functions at or near contractor facilities (see 242.202(a)).


(b[a])  Program managers may conclude that they need technical representation in contractor facilities to perform non-contract administration service (CAS) technical duties and to provide liaison, guidance, and assistance on systems and programs.  In these cases, the program manager may assign technical representatives under the procedures in 242.7401.


(c)  Program managers should carefully assess the number of technical representatives required to perform the non-CAS technical functions so as to keep the total assigned in-plant to the minimum necessary.


(d[b])  A technical representative is a representative of a DoD program, project, or system office performing non-CAS technical duties at or near a contractor facility.  A technical representative is not—



(1)  A representative of a contract administration or contract audit component; or



(2)  A contracting officer's representative (COR) (see 201.602).

242.7401  Procedures.


[When the program, project, or system manager determines that a technical representative is required, follow the procedures at PGI 242.7401.]

(a)  When the program, project, or system manager determines that a technical representative is required, the manager shall issue a letter of intent to the contract administration office commander listing the assignment location, starting and ending assignment dates, technical duties assigned, delegated authority, and support required from the contract administration office.  Any issues regarding the assignment of a technical representative should be resolved promptly.  However, final decision on the assignment remains with the program manager.  Issues regarding the assignment of technical duties which cannot be resolved between the program office and the defense plant representative office will be escalated.


(b)  The program, project, or system manager shall furnish the designated technical representative a letter of assignment of delegated technical duties, with copies to the contract administration office, the contracting officer, and contractor, at least 30 days before the assignment date (or termination date).  Any changes to the requirements of the assignment letter will be made by a new letter of intent and processed in accordance with paragraph (a) of this section.


(c)  The contract administration office normally provides the technical representative with office space, equipment, supplies, and part-time clerical support.  The program, project, or system manager provides supervision, technical direction, administrative services (e.g., pay, travel, maintenance of personnel records), and, when required, full-time clerical support.


(d)  The program manager or designee and the contract administration office, at the local level, shall negotiate a memorandum of agreement (MOA) delineating their functional administrative interrelationships, with annual updates as necessary.  The agreements may be included in an existing MOA, if one exists, or as a separate MOA.


(e)  The technical representative shall keep the contract administration office commander fully informed of matters discussed with the contractor.  The contract administration office shall also keep the technical representative fully informed of contractor discussions which relate to technical matters within the purview of the technical representative's assigned duties.
SUBPART 242.75--CONTRACTOR ACCOUNTING SYSTEMS AND RELATED CONTROLS

242.7500  Scope of subpart.

This subpart provides policies and procedures applicable to contractor accounting systems and related internal controls.

242.7501  Definition.

“Internal controls” means those policies and procedures established by contractor management to provide reasonable assurance that applicable laws and regulations are complied with and that actual and estimated costs are equitably allocated within the accounting system.

242.7502[1]  Policy.

Contractors receiving cost-reimbursement or incentive type contracts, or contracts which provide for progress payments based on costs or on a percentage or stage of completion, shall maintain an accounting system and related internal controls throughout contract performance which provide reasonable assurance that—


(a)  Applicable laws and regulations are complied with;


(b)  The accounting system and cost data are reliable;


(c)  Risk of misallocations and mischarges are minimized; and


(d)  Contract allocations and charges are consistent with invoice procedures.

242.7503[2]  Procedures.


(a)  Upon receipt of an audit report identifying significant accounting system or related internal control deficiencies, the ACO will—



(1)  Provide a copy of the report to the contractor and allow 30 days, or a reasonable extension, for the contractor to respond;



(2)  If the contractor agrees with the report, the contractor has 60 days from the date of initial notification to correct any identified deficiencies or submit a corrective action plan showing milestones and actions to eliminate the deficiencies.



(3)  If the contractor disagrees, the contractor should provide rationale in its written response.



(4)  The ACO will consider whether it is appropriate to suspend a percentage of progress payments or reimbursement of costs proportionate to the estimated cost risk to the Government, considering audit reports or other relevant input, until the contractor submits a corrective action plan acceptable to the ACO and corrects the deficiencies.  (See FAR 32.503-6(a) and (b) and FAR 42.302(a)(7)).

* * * * *
PART 252—SOLICITATION PROVISIONS AND CONTRACT CLAUSES

* * * * *
252.242-7000  Postaward Conference [Reserved].

As prescribed in 242.570, use the following clause:

POSTAWARD CONFERENCE (DEC 1991)

The Contractor agrees to attend any postaward conference convened by the contracting activity or contract administration office in accordance with Federal Acquisition Regulation Subpart 42.5.

(End of clause)

* * * * * 

252.242-7004  Material Management and Accounting System.

As prescribed in 242.7204, use the following clause:

MATERIAL MANAGEMENT AND ACCOUNTING SYSTEM (DEC 2000 [XXX 2005])


(a)  Definitions.  As used in this clause—



(1)  “Material management and accounting system (MMAS)” means the Contractor's system or systems for planning, controlling, and accounting for the acquisition, use, issuing, and disposition of material.  Material management and accounting systems may be manual or automated.  They may be stand-alone systems or they may be integrated with planning, engineering, estimating, purchasing, inventory, accounting, or other systems.

* * * * *

(d)  Deficiencies.



(1)  If the Contractor receives a report from the ACO that identifies any deficiencies in its MMAS, the Contractor shall respond as follows:




(i)  If the Contractor agrees with the report findings and recommendations, the Contractor shall—





(A)  Within 30 days (or such other date as may be mutually agreed to by the ACO and the Contractor), state its agreement in writing; and





(B)  Within 60 days (or such other date as may be mutually agreed to by the ACO and the Contractor), correct the deficiencies or submit a corrective action plan showing milestones and actions to eliminate the deficiencies.




(ii)  If the Contractor disagrees with the report findings and recommendations, the Contractor shall, within 30 days (or such other date as may be mutually agreed to by the ACO and the Contractor), state its rationale for each area of disagreement.



(2)  The ACO will evaluate the Contractor's response and will notify the Contractor in writing of the—




(i)  Determination concerning any remaining deficiencies; 




(ii)  Adequacy of any proposed or completed corrective action plan; and




(iii)  Need for any new or revised corrective action plan.



(3)  When the ACO determines the MMAS deficiencies have a material impact on Government contract costs, the ACO must reduce progress payments by an appropriate percentage based on affected costs (in accordance with FAR 32.503-6) and/or disallow costs on vouchers (in accordance with FAR 42.803) until the ACO determines that--




(i)  The deficiencies are corrected; or




(ii)  The amount of the impact is immaterial.


[(4)  If the contractor fails to make adequate progress, the ACO must take further action.  The ACO may—




(i)  Elevate the issue to higher level management;




(ii)  Further reduce progress payments and/or disallow costs on vouchers;




(iii)  Notify the contractor of the inadequacy of the contractor’s cost estimating system and/or cost accounting system; and




(iv)  Issue cautions to contracting activities regarding the award of future contracts.]
* * * * *
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