
A PRIMER 
ON THE 

CLOSEOUT PROCESS



FAR/DFARS
. Specific regulations regarding closeout 

of contract files may be found at --
• FAR 4.804, Closeout of contract files;
• DFARS 204.804, Closeout of contract files;
• DFARS PGI 204.804, Closeout of contract files; and
• DoDD 5220.22, National Industrial Security Program
• FAR/DFARS Clauses for specific contract

• Contract closeout is delegated to DCMA in accordance with 
FAR 42.302(a)(65) -- Accomplish administrative closeout 
procedures.
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http://farsite.hill.af.mil/reghtml/regs/far2afmcfars/fardfars/far/04.htm
http://farsite.hill.af.mil/reghtml/regs/far2afmcfars/fardfars/dfars/Dfars204.htm
http://www.acq.osd.mil/dpap/dars/pgi/pgi_htm/PGI204_8.htm
http://www.dtic.mil/whs/directives/corres/html/522022.htm
https://www.acquisition.gov/far/current/html/Subpart%2042_3.html


CONTRACT CLOSEOUT TIME STANDARDS
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FAR 4.804 sets specific time periods for 
closing contracts.

The time period for closing a contract is 
based upon both the type of contract and the 

date of physical completion.



TIME STANDARDS - FAR 4.804
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Contract Type Calendar Months 
Contracts using simplified             Evidence of receipt of 
property acquisition procedures                          and final payment

All other Fixed Priced contracts         6 months after physical 
completion

Contracts requiring settlement of 36 months after physical 
indirect cost rates completion
(Cost-Reimbursable Contracts; DCMA 
includes T&M and LH Contracts)

All other Contract types                         20 months after physical
completion



CLOSEOUT TERMS-
It is important to understand the definition of specific 

closeout terms commonly used in DCMA.  
• Physically Complete* - A contract is considered physically 

complete when:
• The Contractor has completed required deliveries and the 

Government                             has inspected and accepted the 
supplies, or the Contractor has                                       performed 
all services, and the Government has accepted these services, 
and

• All option provisions, if any, have expired, or
• The Government has given the contractor a “Notice of Complete 

Contract                   Termination.”

• Overage – A contract is considered to be overage when it has 
not been closed within FAR-mandated time standards.
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CLOSEOUT TERMS-

• Closed – A contract is considered to be closed when all 
administrative actions, including final payment, has been 
completed and all disputes have been settled.  

• Closed On Time – A contract is considered to be closed on time 
when closeout is achieved within FAR-mandated time standards.
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WHY BOTHER WITH OLD CONTRACTS

Continuing liability for Contractors.
Or 

The clock is ticking

Avoid hits to current year funds.

The longer you wait, the harder it will be
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INITIAL REVIEW OF PHYSICAL COMPLETION

• Fixed Price Contracts –
• Did the Contractor complete all deliveries (supply or service)?
• Did the Government inspect and accept all deliveries (supply or 

service)?
• Where Change Orders issued under the contract?
• Do all items on the Line Item Schedule & Shipment Record balance?  

(Quantity Ordered equals Quantity Shipped/Accepted)
• Has a final acceptance document (e.g., “Z” shipment number) been 

received and entered in MOCAS ?
• Have all option provisions, if any, expired?
• Has all data lines been delivered? 
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• Cost Reimbursable Contracts –
• Is there evidence of physical completion as received from the Buying 

Activity (Contracting Officers Representative (COR)) or as required by 
contract clauses?

• Have all option provisions, if any, expired?
• Has a final acceptance document (e.g., “Z” shipment number) been 

received and entered in MOCAS?
• Has all data lines been delivered? 
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INITIAL REVIEW OF PHYSICAL COMPLETION



OTHER CONTRACT RELATED ISSUES

Special Provisions
Schedule H

Open Claims
Warranties
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CONTRACT CLOSEOUT CHECKLIST

DD FORM 1597 is the best tool to use.
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DD FORM 1597 
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DD FORM 1597 
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DD FORM 1597 
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DD FORM 1597 
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DD FORM 1597 
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DD FORM 1597 
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DD FORM 1597 
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ISSUES PREVENTING CLOSEOUT

Contractor is:

No Longer in Business 

Unable to Submit Supporting Indirect Cost 
Data
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ISSUES PREVENTING CLOSEOUT

Contractor Has: 

Failed to Submit Indirect Cost Data 

Failed to Submit Final Invoice/Voucher
Or 

Can’t do account reconciliation
(-ULOs)
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STRATEGIC APPROACHES 

Understand what’s in your backlog.
-Fixed Type
-Cost Type

-Hybrid
If substantial backlog, you need a 

dedicated team
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STRATEGIC APPROACHES 

Wield your power 

Creative Solutions (Negotiated Settlement)

IPT
(a must for substantial backlog)
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BASIC INSTRUMENTS
Basic Instruments include –

• Basic Ordering Agreements (BOAs)
• Indefinite Delivery Contracts (IDCs)

BOAs and IDCs are handled differently when it 
comes to contract closeout.

• A BOA is an agreement -- not a “contract”
-the delivery orders issued under the agreement are 
the true contracts.  
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SUMMARY

 Use Closeout as a learning opportunity
 (like conducting an autopsy)

 Closeout is a team sport
 (DCAA, DCMA, PCO, TCO, Contractor, DFAS

 Can’t eat the elephant in one bite.
 Strategy is critical along with creative business 

solutions.
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Kurt Webb, Professor
Contract Management

kurt.webb@dau.mil
256.922.8799
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