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INTRODUCTION


What is the purpose of the guide?

This guide contains “how-to” information on monitoring HUD contracts.  It is part of the Department’s dedicated effort to maintain the highest standards of effectiveness and efficiency in contractor performance through the systematic use of contract administration planning, risk-based contract monitoring, and tracking and reporting contractor performance. 

The guide:

· Describes standard processes for developing and implementing an effective contract oversight system to ensure that contract requirements and performance expectations are met;  

· Explains how to use risk analysis to develop and implement contract monitoring strategies;  

· Describes the contents of the monitoring plan; and,

· Describes the requirements for key monitoring activities (e.g., inspection, invoice review, and contractor performance evaluation).

Monitoring contractor performance is one of the key activities in the overall administration of a contract.  When performed well, it: 

· Provides the Contracting Officer and the program office with current, accurate information about the contractor’s performance (e.g., quality and timeliness) and the contract’s status (e.g., state of completion and potential or actual problems);  

· Confirms the accuracy and completeness of information reported by the contractor about his/her own performance;

· Allows HUD to intervene quickly when the contractor is not on course, or the contract itself is no longer meeting HUD’s needs;  

· Helps HUD identify and deter fraud, waste, abuse, and mismanagement in its contracts; and

· Ensures that HUD receives the products and services required by the contract;  

Does the guide establish acquisition policy?

No, the guide supplements, but does not replace or take precedence over the acquisition regulations, policies, or procedures that govern HUD contracts.  The principal directives that govern HUD contracts are (in descending order of precedence): 

1. The Federal Acquisition Regulation (FAR; 48 Code of Federal Regulations Chapter 1) – applicable to all Federal acquisition;

2. HUD Acquisition Regulation (HUDAR; 48 CFR Chapter 24) – applicable to HUD acquisition; and

3. HUD Handbook 2210.3, Procurement Policies and Procedures – official Department-wide contracting policy.  (Note: Handbook 2210.3 establishes the duties and requirements for GTRs and GTMs in performing their contract-related functions.  Users of this desk guide are strongly encouraged to read Chapters 11 and 12 of the handbook in preparation for monitoring any contract.  Chapter 12 should be used as a companion to this guide throughout the life of the contract.)

In addition, various internal HUD acquisition policy and procedural directives (e.g., OCPO Acquisition Instructions) supplement those three primary sources of direction.  In the event of any conflict between this guide and other formal guidance, the latter will take precedence.  GTRs and GTMs should consult their Contracting Officer whenever in doubt about which directive takes precedence. 

Is the guide all-inclusive?  

No guide can be all-inclusive.  There is simply too much information on contract administration and monitoring to include in a single desk guide.  The guide includes excerpts from other directives and sources when necessary (e.g., illustrate a point or avoid excessive cross-referencing).  Whenever possible, other sources of guidance are simply referenced or cited.  In part, this is because acquisition-related guidance tends to change frequently.  Therefore, there is always the risk that excerpted material from other sources will be outdated.  It is strongly advised that GTRs/GTMs go to cited sources for the additional information referenced.  It is also advised that GTRs/GTMs use Handbook 2210.3 – especially, Chapters 11 and 12 – as a companion to this guide.  GTRs/GTMs should consult their Contracting Officers whenever they have questions about the currency or relevance of any acquisition-related information.

In addition, OCPO’s intranet site contains a wealth of acquisition-related information including links to outside sources.  Access the site at:  http://hudatwork.hud.gov/po/arc/index.cfm
Who is this guide for?

This guide is designed primarily for Government Technical Representatives (GTRs) and Government Technical Monitors (GTMs) to use in monitoring the performance of HUD contractors.  HUD program managers responsible for oversight of those contracts may also find the guide useful.  

What is not covered in this guide?

· Pre-award Activities.  This guide does not provide guidance on pre-award actions that a GTR may be involved in (e.g., serving on Technical Evaluation Panels, assisting the program office in writing work statements, assisting the contracting office in responding to protests, or assisting the contracting office in conducting post-award orientation).  Handbook 2210.3, Chapters 5 (pre-award) and Chapter 12, section 12-2 (post-award conferences and debriefings) provide detailed additional information.

· Contract Terminations.  Terminations are the ultimate remedial action taken by a Contracting Officer.  Contracts may be terminated for convenience (e.g., the services are no longer needed) or as a result of the contractor’s default (i.e., for cause).  In the latter case, the Contracting Officer may call upon the GTR to provide significant assistance in documenting HUD’s case for termination.  Handbook 2210.3, Chapter 12, section 12-12 discusses termination for default.  The GTR should immediately notify the Contracting Officer/Contract Specialist whenever he/she believes that a contractor’s performance is deficient to the degree that the contract may have to be terminated.  The Contracting Officer/Contract Specialist will take appropriate interim steps to get the contractor to remedy his/her deficient performance, and if need be, begin with termination.

DEFINITIONS

The following are commonly used contracting terms:

	Acquisition
	Acquiring by contract with appropriated funds supplies or services (including construction) by and for the use of the Federal Government through purchase or lease, whether the supplies or services are already in existence or must be created, developed, demonstrated, and evaluated.  Acquisition begins at the point when agency needs are established and includes the description of requirements to satisfy agency needs, solicitation and selection of sources, award of contracts, contract financing, contract performance, contract administration, and those technical and management functions directly related to the process of fulfilling agency needs by contract (FAR 2.101).



	Contract
	A mutually binding legal relationship obligating the seller to furnish the supplies or services (including construction) and the buyer to pay for them.  It includes all types of commitments that obligate the Government to an expenditure of appropriated funds and that, except as otherwise authorized, are in writing.  In addition to bilateral instruments, contracts include (but are not limited to) awards and notices of awards; job orders or task letters issued under basic ordering agreements; letter contracts; orders, such as purchase orders, under which the contract becomes effective by written acceptance or performance; and bilateral contract modifications.  Contracts do not include grants and cooperative agreements covered by 31 U.S.C.6301, et seq. (FAR 2.101).  (Note:  For the purposes of this guide, “contract” also means task orders and delivery orders.  “Proposed contract” means a contract or contract action that is planned or in process, but still pending award.)



	Contracting Officer
	The HUD employee expressly authorized to enter into, administer and/or terminate contracts, and make related determinations and findings.  A HUD Contracting Officer’s authority is delegated from the Secretary of HUD through the Chief Procurement Officer and conveyed via a written “delegation of procurement authority,” often referred to as a “warrant.”  The delegation sets forth the limits of the Contracting Officer’s authority (e.g., dollar limit on financial obligations).  For this guide, the term “Contracting Officer” will normally include the Contract Specialist, unless an action requires a Contracting Officer’s authority to execute it.  



	Contract Specialist
	The individual who acts as the Contracting Officer’s representative for contracting matters and is responsible for day-to-day contract award and/or administration activities.  The Contract Specialist normally will be the primary point of contact for the GTR/GTM (e.g., reporting potential contractor performance problems). 



	Deliverable
	The generic term for items the contractor is required to submit to HUD under a contract.  Deliverables may be products, research results, study reports, etc.  Under fixed-price contracts, deliverables are often associated with a partial payment of a lump sum portion of the total contract price.  



	Government Technical Representative (GTR)
	The individual appointed by the Contracting Officer to serve as the Contracting Officer's representative the technical aspects of a contract, including guidance, oversight, and evaluation of the Contractor's performance and deliverables (HUDAR 2402.101).  GTR is HUD’s name for “Contracting Officer’s Technical Representative” (COTR) or “Contracting Officer’s Representative” (COR).  Those terms are commonly used throughout the rest of the Federal Government.  For the purposes of this guide, the term “GTR” will include GTMs unless specifically otherwise indicated.  Chapters 11 and 12 of HUD Handbook 2210.3 describe the GTR’s/GTM’s principal responsibilities and duties, and the requirements for appointment.  Additional resources for GTRs/GTMs, including detailed information about HUD’s GTR certification requirements, may be found on the OCPO hud@work site:

      http://hudatwork.hud.gov/po/arc/guidance/gtr.cfm


	Government Technical Monitor (GTM)
	An individual who assists the GTR (e.g., by monitoring specific technical aspects or geographical areas of a contract; see Chapter 12 of Handbook 2210.3).  The contracting officer appoints the GTM.
  

	HUD Procurement System (HPS)
	HUD’s automated database containing vital information about the Department’s contracts.  Procurement requests, solicitations and awarded contract data is recorded in HPS.  All Contracting Officers and Contract Specialists have access to HPS.  GTRs and GTMs may also obtain access.



	Integrated  Procurement Team (IPT)
	A group of management, program, technical, and contracting experts assembled to accomplish a critical, complex procurement action.  IPTs are generally used for contracts exceeding $500,000, but may be used for lower dollar value contracts.  Handbook 2210.3, paragraph 5-2.C.2, describes the principal activities and responsibilities of the IPT. (Note: “Integrated Procurement Team” is the new name for the IPT. The Handbook uses the older term, “Integrated Program Team.” Only the name of the IPT has changed.  Therefore, the description of its content and function as described in the Handbook are still accurate.) 

 

	OCPO
	The Office of the Chief Procurement Officer is responsible for all HUD acquisition (contracting) including the establishment and maintenance of guidance and procedures to ensure oversight of the GTR/GTM functions.


CHAPTER 1 – CONTRACT ADMINISTRATION

What is contract administration?

“Contract administration” refers to all the activities performed by Government personnel to ensure that the contractor and the Government meet the requirements of the contract.  It encompasses all dealings between the Government and the contractor from the contract’s award through its completion (i.e., all work is completed and accepted, or the contract is terminated; final payment has been made; any disputes have been resolved; and the contract has been administratively closed out).  The nature and extent of contract administration varies from contract to contract.  It can range from simply accepting a delivery and paying the contractor to extensive monitoring of contractor performance including the assessment of the contractor’s effort, costs, progress, and quality of services or products.  Contract administration is the part of the acquisition process that assures that the Government gets what it contracted for and the contractor is paid for work properly performed. 

Who is responsible for contract administration?

The Contracting Officer has the ultimate responsibility and authority for contract administration.  The Contracting Officer does not do the job alone.  He/she is supported by an administration team that normally includes the Contract Specialist, the GTR and any GTM(s), legal counsel, and financial personnel (e.g., payment office), and other technical or program experts as needed (e.g., information technology specialists).

After the Contracting Officer, the GTR plays the most critical role.  While the Contracting Officer has the authority, he/she normally does not have the technical know-how to assess the contractor’s performance.  Therefore, the GTR functions as the Contracting Officer’s “eyes and ears” for the technical aspects of the contract.  He/she monitors performance and reports potential or actual problems to the Contracting Officer.  The GTR’s contract administration duties can be simple or complex and very time-consuming, depending on the nature and size of the contract.  Therefore, the GTR’s involvement with a particular contract may occupy him/her on a part- or full-time basis.  A good working partnership and open, clear communication between the GTR and the Contracting Officer and later, the contractor, are essential to successful contract administration. 

When does contract administration begin?

Contract administration actually starts in the planning phase of a contract with the definition of what the Government intends to buy.  This is often referred to as “requirement definition.”  The nature of the services or products the Government seeks to obtain has a direct impact on how the contract will be administered.

What things affect how a contract is administered?

How is the requirement defined?

The Government describes its contract requirements using either specifications or work statements.  Generally, specifications are for very technical requirements or work that must be performed in one specific way (e.g., construction), which the Government prescribes.  Work statements do not provide the same detailed level of direction to the contractor that specifications do.  Most HUD contracts use a work statement. 

Are there different types of Work Statements?

Yes, there are two basic types.  This guide will refer to both generically as “work statements,” unless one of the two types is specifically indicated. 

	Performance Work Statement (PWS)
	A PWS is used for performance-based acquisition.  It defines the results or outcomes the Government desires to be achieved under the contract and provides standards against which the contractor’s performance is measured.  The Government does not prescribe how the work will be done.  That is the contractor’s responsibility (see also Will the contract be performance-based? below).



	Statement of Work (SOW)
	Traditional SOWs prescribe how the work is to be performed, often describing specific tasks and sub-tasks in detail.  They allow the contractor much less latitude than a PWS does in deciding how the work is to be performed.  This approach is no longer preferred in Federal contracting and should not be used unless there is no other way to adequately describe the work to ensure that the contractor performs as the Government desires.




Because the work statement is the contractor’s primary source of direction in performing the contract, it must clearly and accurately describe the Government’s desired outcomes and the contractor’s responsibilities.  It follows that it must be well written.  No amount of administration planning and dedicated contract monitoring can save a contract from a poorly written work statement.  

What type of contract will be used?  

In Federal acquisition, “contract type” refers to how the contract is priced and the contractor is paid.  There are two basic families of contract types: fixed-price and cost-reimbursement.  The Contracting Officer determines the appropriate type for each contract.  (Note: In the case of task and delivery orders, the basic contract will specify the permissible contract type(s) for the orders issued under it.  For task orders, the basic contract may permit the use of more than one type of orders, e.g., fixed-price and cost-plus-fixed-fee).  The contract type depends on the nature of the services or supplies to be obtained and the ability to accurately quantify their costs.  Here are brief descriptions of the two basic types: 

· Fixed-Price.  The easiest contracts to administer are for products or services (e.g., maintenance) purchased at firm fixed prices.  The contractor delivers a product or performs a service.  If it is the correct product or properly performed service - as described in the contract - and has no defects, HUD accepts it and pays the contractor the price specified in the contract.  Case closed.  Fixed-price contracts place most of the risk of performance on the contractor.  The contractor must control his/her costs if he/she is to realize any profit from the work.  Firm fixed-price is the Government’s preferred contract type.

· Cost-Reimbursement.  On the other end of the contracting spectrum are contracts under which the contractor is required to use his/her best effort to accomplish a desired outcome (e.g., develop a new IT system, evaluate a large HUD grant program) within an agreed upon estimated total cost.  Because the amount of effort (labor) needed, and therefore, the ultimate costs are extremely difficult to accurately estimate in advance, a firm-fixed price contract cannot be used.  These contracts usually are awarded on a cost-reimbursement or cost-plus-fixed-fee basis.  Under the cost-plus-fixed-fee type, the contractor is also entitled to a fixed amount of profit (fee) if he/she puts forth a best effort.  There is no guarantee, though, that the contractor will actually accomplish what the Government desires and needs.  The contractor may exert his/her best effort, but due to the complexity of the work, or reasons legitimately beyond his/her control (e.g., lack of sufficient funding for the effort, impossibility of the desired results) may not be able to produce the final product.  The contractor still gets paid.  Labor-hour and time and materials contracts are considered cost type contracts.

It is easy to see that cost type contracts present an extremely high risk to the Government and require the maximum amount of monitoring.  The GTR must stay on top of the contractor’s performance (including technical progress and cost incurrence) to be sure that any failure to accomplish the end result is not due to the contractor’s lack of diligence.  This is very labor intensive and sophisticated work for HUD’s GTRs.

Full descriptions of all the different possible contract types, their applicability, and the requirements for their use may be found in FAR Part 16.

Will the contract be “performance-based”?

Performance-based acquisition is a contracting approach, not a contract type.  Performance-based contracts may be fixed-price or cost type.  FAR section 37.102 states, “Performance-based acquisition is the preferred method for acquiring services.  When acquiring services, including those acquired under supply contracts or orders, agencies […] must use performance based acquisition methods to the maximum extent practicable.”  

Section 37.601 of the FAR requires that performance-based contracts for services include three things:

(1)
A performance work statement;

(2)
Measurable performance standards (in terms of quality, timeliness, and quantity) and the method of assessing contractor performance against the performance standards (the Quality Assurance Surveillance Plan); and,

(3)
Where appropriate, performance incentives (positive, negative, or both) that correspond to the performance standards set forth in the contract. 

Will the contract buy services or supplies?

The vast majority of HUD’s contracts are for services, even when they include the purchase of nominal supplies (e.g., printing) needed to perform the services.  Services may be commercial or non-commercial in nature.  In general, commercial services are routinely available in the private marketplace and are not specific or tailored to the Government’s needs.  Some examples of commercial services include building maintenance, security guards, and IT system maintenance (e.g., Help Desk).  Non-commercial services are designed or tailored to meet Government-specific needs (e.g., evaluation of a HUD grant program).  They may include activities such as special studies, consultative services, and ad hoc technical assistance.

Contracts for commercial services are similar to those for supplies.  They should normally be fixed-priced.  The standards for acceptability are stated in the contract, and the contractor is paid after services of acceptable quality have been performed. 

Contracts for non-commercial services usually require a greater monitoring effort than do contracts for commercial services.  They may present more problems, greater risks, and a greater potential for waste, fraud and abuse.  Contracts for services that tend to affect Government decision-making, support or influence policy development, or affect program management or disposition of assets (e.g., staffing, organizational structure) are particularly susceptible to abuse.  HUD must retain control over, and remain accountable for, decisions that may be based, in part, on a contractor’s performance and work products.  Therefore, services such as management and professional support, studies, analyses, and evaluations, and technical support require a greater level of scrutiny, and require an enhanced degree of management controls and oversight to ensure that the contractor is performing in strict accordance with the terms and conditions of the contract.  

What is HUD’s policy on contracting for services?

HUD’s policy on contracting for services requires that:

· The need to be filled or problem to be resolved through service contracting be accurately described to ensure full understanding and responsive performance by contractors;

· The services be obtained and used in ways that ensure that the Government retains inherently Governmental decision-making authority;

· The services be obtained in the most cost effective manner, without barriers to full and open competition, and free of any potential conflicts of interest; 

· To the maximum extent practicable, requirements for services be met using performance-based acquisition methods (see below);

· Effective management controls be used to assure contractor compliance and performance, prevent fraud, waste and abuse; and,

· The services acquired under contract not be personal in nature.  Personal services create an employer-employee relationship.  Procurement contracts may not be used to obtain personal services (i.e., hire HUD employees).  In addition, contractor employees may not be treated as if they were Government personnel (e.g., assign work to individuals or evaluate individual performance).

CHAPTER 2 – GETTING STARTED
How are GTRs and GTMs appointed? 

The program office responsible for the contract nominates the GTR and any GTMs.  The Contracting Officer appoints them in accordance with Chapter 11 of Handbook 2210.3.  

How are the GTR’s duties assigned?

The Contracting Officer delegates the GTR’s/GTM’s duties and responsibilities to them in their appointment memoranda (see Handbook 2210.3, Chapter 11, Exhibits 11-3 and 11-4 for the standard appointment memoranda).  The Contracting Officer and Contract Specialist will work with the program office and the GTR to ensure that the assignment of duties to the GTR and GTM are appropriate and make sense for the specific contract. 

What limits are there on the GTR’s/GTM’s authority?

GTRs/GTMs are never delegated any authority that may be given only to a Contracting Officer (e.g., awarding, modifying or terminating contracts).  With the exception of placing delivery orders if designated as an ordering official (see HUDAR 2416.505, Ordering), GTRs/GTMs may not create any financial obligations on behalf of the Government (e.g., signing contracts, directing contractors to perform work that may increase the contract price).  GTRs/GTMs may never direct contractors to perform work outside the scope of the contract.

Who is responsible for ensuring GTR/GTM performance?

Because Contracting Officers are ultimately responsible for contract administration, they are also responsible for ensuring that GTRs and GTMs properly execute their assigned contract monitoring duties in accordance with the current FAR/HUDAR and HUD policies.  In addition, the Office of the Chief Procurement Officer (OCPO) has established and maintains GTR/GTM oversight programs and procedures to ensure that all GTRs/GTMs meet training requirements and perform their monitoring functions appropriately.  The Acquisition Career Manager (ACM) within OCPO administers HUD’s implementation of the Federal Acquisition Certification-Contract Officer’s Technical Representative (FAC-COTR), which sets forth the requirements for GTR/GTM certification. [Note: Contracting Officers do not have supervisory authority over GTRs/GTMs and do not evaluate their performance under the Department’s established Employee Performance Planning and Evaluation System (“EPPES”).]

What documentation must the GTR maintain?

In addition to documentation described in this guide, GTRs must maintain a GTR working file as required by Handbook 2210.3, Chapter 12, section 12-4.

What is the post-award orientation, and how does it help monitoring?

After the award of most contracts (not necessarily all), the Contracting Officer will brief the contractor to ensure that the Government and the contractor share a common understanding of the contract’s terms, each other’s responsibilities and lines of authority, and identify and remedy potential problems (see Handbook 2210.3, Chapter 12, section 12-3 for detailed guidance).  Some key areas that are usually covered include, but are certainly not limited to: 

· Review the Government’s inspection procedures including the Quality Assurance Surveillance Plan (for performance-based contracts; see Chapter 5);

· Introduction of all key players (e.g., contractor’s key personnel, Contract Specialist, GTR) and clarification of lines of authority and responsibilities (e.g., difference between GTR and GTM duties);

· Review and clarification of specifications or SOW, performance requirements, schedules and other contract terms and conditions;

· Work planning;

· Reporting requirements (e.g., types, content, receipt points, etc.);

· The contractor’s quality control measures;

· The Government’s inspection processes (see Chapter 6) including the Quality Assurance Surveillance Plan (for performance-based contracts; see Chapter 5);

· Furnishing and control of Government property;

· Anticipated or potential problem areas;

· Billing and payment procedures (see Chapter 7), including any required breakout of vouchered costs and special situations (e.g., withholding under time-and-materials contracts);

· Requirements of labor laws, including wage and hour monitoring, and reporting requirements; and,

· Subcontracting goals and requirements and the use of the various types of small business subcontractors. 

CHAPTER 3 – RISK ASSESSMENT

No contract is risk-free.  The Government must consider the actual and potential risks for every contract and decide how best to protect itself against them.

What is “risk?”

Risk is usually defined as: the possibility of suffering loss, harm, or injury; the possibility of something bad happening; a factor, thing, element, or course involving uncertain danger; or, a hazard.

Risk in a contract may be in terms of: 

	Cost to the Government
	What would it cost HUD if X does not happen, or Y does happen?  Cost losses may include additional costs to fund the immediate contract and as yet unseen costs to HUD (e.g., system downtime as a result of late delivery of a system).



	Contract completion or delivery
	What would HUD’s risk be if the contract, or a significant portion of it, were not completed?  What would the impact be on the HUD program or support office?  Completion and performance problems often have cost implications, also.



	Potential for fraud, waste, abuse, or mismanagement
	What activities in the contract are particularly susceptible to these areas?  Any of these can jeopardize the successful completion of the contract, which in turn, may have cost and completion implications.  While fraud, waste, abuse, and mismanagement may seem to carry intangible risks, they can have very real material consequences such as heightened scrutiny of HUD activities, loss of funding for HUD programs, etc.


How can risk be mitigated?

It is difficult, if not impossible, to avoid all risk.  Even when possible, the cost of avoiding all risk may not be worth the effort.  However, taking appropriate precautions before and after a contract is awarded may significantly reduce (mitigate) risk.  

What pre-award actions can be taken?

Pre-award actions include:

· Writing unambiguous work statements that clearly describe the Government’s needs and contractor’s responsibilities for accomplishing the work;

· Including the all required, applicable clauses in the contract;

· Using appropriate selection factors and addressing potential risks when evaluating offers for the contract award; 

· Using the most appropriate contract type (e.g., fixed-price versus cost-reimbursement);

· Using the most appropriate pricing arrangement (e.g., single payment vs. partial payments under fixed-price contracts);

· Including performance standards and quality control requirements in the contract;

· Including contractor reporting requirements in the contract whenever appropriate (e.g., in cost-reimbursement completion efforts);

· Using performance incentives whenever appropriate; and 

· Negotiating the best terms for the contract, including a fair and realistic price for the work.  

What post-award actions can be taken?

After contract award, careful monitoring of the contractor’s performance using effective monitoring tools and processes best mitigates risk.  Chapters 4 through 8 of this guide provide instruction on monitoring performance.

What is risk-based monitoring?
Risk-based monitoring identifies the elements or areas of risk in a contract and assigns a risk level, or weight, to each.  The amount and type of monitoring is then tailored to address the degree of risk that each element or area presents (e.g., the riskiest receives the most monitoring).  

Why use risk-based monitoring?
Risk-based monitoring maximizes the use and effect of the Government’s resources (e.g., personnel) by concentrating them on those areas of a contract that pose the highest risk.  Since not all activities under a contract are of equal importance or present an equal degree of risk to the Government, monitoring them all with equal effort would be wasteful and inefficient.

What is risk assessment?

Risk assessment looks at the proposed contract and determines where risks lie, what the risks are, the potential effects of those risks on contract performance, and the areas within the contract that are, or may be, susceptible to fraud, waste, abuse, or mismanagement.  

Who should perform the risk assessment?

The program office has primary responsibility for these activities.  The key individuals will be the program managers, assisted by the GTR, and the GTM(s) (if any).  The Contracting Officer, legal counsel, and any other individuals who have a vested interest in the outcome of a particular acquisition (e.g., end users) should be consulted early in the process.  If an IPT is used for the acquisition, it should assist in the assessment.

When should the risk assessment be done?

Risk assessment should begin as early as possible in the acquisition process, ideally when the requirement is first identified (see What things affect how a contract is administered? under Contract Administration).  Detection of significant risks at the outset may affect how the contract requirements (e.g., work statement) are written, and may even determine whether the contract should be pursued.  The complete analysis will require the definitive work statement, but preliminary analysis may focus on the desired outcomes of the proposed contract and any experience with similar contracts (e.g., lessons learned).    

How is the assessment done?

While it sounds difficult, most of us are familiar with and have performed risk assessments.  The first step is always to identify all the potential risks.  Don’t try to organize or rank them at this point.  Risks are identified by:

	Reading the contract’s work statement
	The very nature of some activities or required tasks will create risk especially, if they are contingent upon future events that are not controllable (e.g., changes in technology).  Focus on desired results, time frames, and complexity of work.  Do not assume that because an activity or process presented no risk in the past (e.g., under a similar contract) that it still does not.  Conditions change over time.  

(TIP: Before identifying risks, be sure that the contract’s work statement and performance requirements are clear, consistent, and accurately reflect the requiring office’s desired outcomes.  There is no point in assessing the risk of contract requirements that are incomplete, flawed, outdated, subject to change, or do not reflect the current expectations of the requiring office.)



	Consulting with program management and technical experts
	It is a good idea to have the input of others with different viewpoints.  Seek help from those who have history with the requirement, or similar requirements, and those who do not.  In the latter case, a fresh pair of eyes may see things you don’t.



	Reviewing outside assessments and similar contracts
	Consider the findings from audits and other assessments of the same or similar activities, either within the Government or in the private sector (e.g., known IT hardware problems).  Have there been problems in the past?  Are their known risks?  Have similar contracts identified “lessons learned.”  

(TIP: Lessons can only be learned if contracts are monitored closely, and any problems and their resolution have been documented fully; see Reporting Contractor Performance.)



	Reviewing evaluation results from the immediate contract’s award process


	Potential risk is assessed in the proposal evaluation process and is related to the results of the contractor’s proposal evaluation.  For example, if proposed “key personnel” was a major factor in the evaluation of proposals for the contract, and the contractor won the contract partly on the basis of the strength of his/her proposed project manager, there might be substantial risk to the successful completion of the contract if the project manager were to leave.



	Considering the contract type, pricing arrangement, and nature of the work or products
	A firm fixed-price contract under which all services and/or deliverables (i.e., products) are pre-priced will present minimal risk to the Government.  A cost-plus-fixed-fee contract under which the contractor is guaranteed the reimbursement of all his/her reasonable costs plus a fixed amount of profit in exchange for putting forth his/her best effort to complete the work presents the maximum amount of risk to the Government.  The most appropriate pricing arrangement, in terms of incentive and risk, should be used (e.g., using partial payments under fixed-price contracts for the delivery of separately priced deliverables).


Second, analyze the risks by:

	Estimating the significance of each element of risk (e.g., assign a weight to them)
	Risk can be characterized and/or weighted using qualitative methods (e.g., narrative or adjectival description such as “highly likely to occur,” “unlikely to result in contract delay or additional cost,” etc.), quantitative methods (assigning numerical values), or a combination of the two.  The goal is to define the potential cost to the Government in dollars, time, and/or quality if certain events occur.  Regardless of how you qualify and quantify the risks, be consistent in your method.  Do not compare apples to oranges.



	Asking “what if” questions
	For example, what would the effect on the development of an IT system be if a key phase of it is late?  What is the potential risk to the successful completion of a complex study if the contract’s project manager leaves his/her employment with the contractor? 

 

	Determining the likelihood of occurrence


	If it is highly unlikely that a particular event will ever happen, its risk is diminished, even if has the potential to create a significant risk.



	Deciding whether risks can be managed
	If something is likely to happen, what should the Government do in response when it does?  What backup plans should exist?  Assume worst-case scenarios and decide if the work statement and the contract terms will adequately cope with those scenarios.  If not, it is necessary to revise the contract.  This is similar to disaster planning.  The goal is to avoid disaster and mitigate the Government’s losses if disaster strikes.



	Prioritizing the risks
	This is always the last step.  Rank the risks in hierarchical order, usually from highest to lowest.  This makes it easier to design a monitoring plan.  Areas that present risks little significance or low probability of occurring may require no monitoring at all.  Areas with risks that could significantly affect contract completion or with a high probability of occurring will require close attention.  (Note: Risk analysis factors will be used to develop the criteria for determining if contract objectives have been met and if the contractor’s  performance is acceptable.)  


CHAPTER 4 – CONTRACT MONITORING PLAN

Once the risk analysis has been completed, the monitoring plan can be developed.  The plan should be tailored to the contract.  The more complex and detailed the contract’s requirements are, the more detailed one would expect the plan to be.  A formal (i.e., written) plan should be used for all contracts or task orders with large dollar values (exceeding  $1,000,000, including all options) and/or complex technical requirements.  (Note:  A Quality Assurance Surveillance Plan is the monitoring plan used for performance-based contracts.)  Monitoring plans may certainly be used for lower dollar value contracts and task orders, but the smaller the value of the contract, the higher the cost-to-value ratio of the plan becomes.  You must always consider if the level of monitoring will cost the Government more than the cost of any potential risks in the contract.  That is why the risk assessment is performed.

What does the plan do?  

The plan is the GTR’s/GTM’s primary monitoring tool.  It describes:

· What will be monitored; 

· How it will be monitored (e.g., techniques and processes); 

· When monitoring will be done (e.g., routinely or randomly); 

· Who is responsible for each monitoring activity (e.g., assessing performance quality, or inspecting products); and

· The consequences of the contractor’s performance (e.g., applying incentives).  

The plan is tailored to the specific contract.  The monitoring plan strategy parallels the risk assessment results, identifying and prioritizing those areas of the contractor’s performance, including deliverables, which will require scrutiny.  This will focus the GTR’s/GTM’s monitoring efforts to maximize their effectiveness.  

The plan provides baseline information for measuring the contractor’s progress and performance quality (see also item 7, Contractor progress reporting requirements, under What does the plan include? below).  The baseline should include project management and scheduling, a simple way of tracking the extent of contract completion, and an aid for post-award orientation (see also Handbook 2210.3, Chapter 12, section 12-3, for more information on post-award briefings).      

Who develops the plan?

The GTR is primarily responsible for drafting the plan.  However, all members of the IPT should participate in developing it.  Each brings highly specialized knowledge to the process.  IPT members may actually write portions of the plan, or their participation may consist of reviewing the plan once the GTR has developed it.  Any other individuals who will assist in administering the contract, and who are not already part of the IPT, should also participate.  Following contract award, the contractor should be included in discussions concerning the appropriate level of monitoring (e.g., as described in the Quality Assurance Surveillance Plan; see also Can the plan be changed?).  

When is the plan developed?

The short answer is the sooner the better.  Development of the plan should begin as soon as the final work statement is written and the risk assessment is done.  Ideally, a draft of the plan should be done before the solicitation for offers (RFP) is issued.  The plan identifies key contract administration activities some of which may need to be reflected in the solicitation (e.g., need to have offerors submit their proposed quality control plans in their proposals) and later, in the contract.  The plan must be completed by the time the contract is awarded.

Can the plan be changed?

Yes.  Contracts and contractor performance tend to be dynamic.  Contracts may be modified (e.g., to issue change orders revising the work statement and/or delivery requirements, or exercise options for additional work).  The contractor’s performance may improve or decline.  For example, if the contractor is performing well above the acceptable standards in the contract, the degree or frequency, or both, of the monitoring might be relaxed.  Conversely, if the contractor is failing to perform adequately, greater monitoring effort may be required.  The plan may be revised when necessary to accommodate these changes.

Who should have a copy of the plan?

Each member of the administration team and IPT (if not all IPT members are on the administration team) must receive a copy of the plan.  This will help avoid confusion regarding responsibility and authority, and duplication of effort among the team members.

What does the plan include?

The plan should include:

1.
The contract administration team members and their responsibilities.  List each member and describe in as much detail as necessary his/her specific responsibilities for the immediate contract (i.e., not generic duties).  

2.
The major contract administration tasks.  It may be useful to outline the major tasks in four parts:  

(a) Contract administration preliminaries (delegation of responsibility, post-award conference)

(b) Contract performance (monitoring, payment review, exercise of options, contractor performance evaluation)

(c) Inspection and acceptance of services and deliverables

(d) Post-contract activity (final contractor performance evaluation, contract closeout activities)

3.
The required deliverables and contractor performance milestones.  Review the work statement, the contract, and the contractor’s final proposal and list all deliverables (e.g., products), reports, and performance milestones (e.g., planned task completion dates), and the timeframe or due date for each one.  List the deliverables and milestones chronologically by date of occurrence (e.g., due date).  This will make it easier to track their submission.  For repeating delivery requirements, list them in each month they are due (i.e., not just once).  Deliverables may be commingled on the list (e.g., products, milestone, and reports all on one list), or they may be aggregated into separate lists (e.g., all products on one list, all reports on another, etc.)  Include any specific procedures the contractor identified in his/her proposal for ensuring that deliverables are timely.  All deliverables that are associated with a portion of the contract’s price must be listed (see item 3, below). (Note: Major contract milestones should be entered into the HUD Procurement System (HPS) record for the contract.  There, they are available to anyone with access to HPS, e.g., the GTR, GTM, Contract Specialist, and Contracting Officer.)

 4.
The contract’s payment and invoice schedules.  The plan must include the payment schedule from the contract’s payment clause.  When partial payments are associated with specific contract line items (CLINs) or deliverables, the price schedule (usually, in Section B of the contract) should also be included.  For each payment, the plan should track: the date the invoice was received; the date payment was made; and any relevant actions (e.g., required resubmissions, payments or amounts disallowed by the Contracting Officer) and their dates.  This will be the GTR’s payment history for the contract.

5.
Inspection and acceptance procedures.  The plan describes how HUD will inspect and accept the deliverables and/or services required by the contract.  For each deliverable and service subject to the inspection clause, describe who will inspect, what each person will inspect, when inspection will happen (e.g., within X days of receipt of the deliverable), and how it will be done.  Ensure that the plan includes any inspection requirements that are specified in the contract’s special terms and conditions but not covered by the standard inspection and acceptance clauses (see Inspection Clause under “What monitoring tools are there?” below).  The plan must describe what constitutes acceptability for each service and deliverable.  For Performance-Based contracts, the plan will include the Quality Assurance Surveillance Plan, which is described in “What is the Quality Assurance Surveillance Plan?”  

	CAUTION:  Inspection and acceptance are linked to payment when the deliverable or service inspected is associated with a portion of the contract’s price (i.e., a partial fixed-price payment).  In such cases, it is critical to inspect and either accept or reject a deliverable within the time frame established in the contract’s Prompt Payment clause (see Prompt Payment Requirements in Chapter 6, PAYMENT).




6.
Government milestones and responsibilities.  Identify and list each key activity to be performed by Government personnel (e.g., providing Government equipment or information to the contractor; obtaining background investigations of contractor employees; reviewing deliverables; preparing internal documentation to support contract actions such as exercising options) and the timeframe or due date for completion of each activity.  Identify who is responsible for the completion of each activity.  

7.
Contractor progress reporting requirements.  The Government requires progress reports when it needs to assess the contractor’s progress as the work is being performed (e.g., to monitor costs against completion).  Progress reports are critical in large completion type efforts (e.g., system development, or large analyses/evaluations).  They provide a snapshot of the status of the contract for the period covered by the report and project whether the contractor is on target to complete the final product or results on time and within budget (cost type contracts).  They are used to ensure the work is progressing in a satisfactory manner and may also serve to supplement the GTR’s inspections, particularly when limitations on time, personnel, and travel funds impair the GTR’s ability to personally visit a contractor’s work site.  

Progress reports are not considered to be deliverables for which payment must be made to the contractor.  The contractor’s costs associated with producing these reports are considered to be normal costs of doing business and are usually included in a contractor’s corporate overhead, and in the case of fixed-price contracts, part of the total price.

Progress reports may be used under both cost and fixed-price type contracts. 
Contract Management System.  In accordance with HUDAR 2442.1107, all contracts exceeding $500,000, including all options, that require services of an analytical nature (e.g., applied social science research), and require the delivery of an overall end product (e.g., evaluation, study, or model) must include HUDAR clause 2452.242-71, “Contract Management System.”  (The Contracting Officer also may require the use of such contract management systems in contracts with a total value of $500,000 or less.)  The clause is used in cost type contracts.  The clause is used with its alternate for fixed-price type contracts.  The clause requires the contractor to develop and use systematic performance monitoring, including a baseline plan that identifies each task and significant activity required for completing the contract work, critical path activities, task dependencies, task milestones, and related deliverables, and reporting against the baseline plan.  Unless prescribed in the contract, the contractor may use any forms, format and/or software for planning and reporting.  The clause permits HUD to specify the reporting frequency.  For contracts including this clause the performance management plan and reports may serve as the primary monitoring tool.  The GTR is responsible for monitoring the contractor’s compliance with the reporting requirements of this clause.
Other Progress Reports.  For contracts that do not include HUDAR clause 2452.242-71, Contract Management System, the Contracting Officer may still include a requirement for progress reporting.  

What do Progress reports normally include?

Narrative.  The progress report provides a narrative description of the progress made during the reporting period including the following:

1. The current stage of completion (i.e., on, behind, or ahead of schedule) for each significant step or task;

2. For cost contracts, the actual costs incurred to date compared to the costs budgeted for the reporting period and an explanation for significant variance.  Significant variance between actual and budgeted costs may result from the contractor’s inability to control performance costs, or that the original cost estimate was flawed.  In either case, it bears examination to avoid future performance problems or inability to complete the work.  The report should also include any projected or potential changes to the existing budget.  This will provide the Contracting Officer with advance notice of the possibility of potential cost overruns (cost contracts only) and alert the GTR to possible completion problems; 

3. Actual or anticipated performance problems or other facts that will have an effect on completion of the work;

4. Corrective action proposed or taken to remedy problems, including controlling costs;

5. Changes that may be needed to accomplish the work; and

6. Anticipated progress to be made during the next reporting period and any projected variance with existing schedules.

Graphic Display.  Progress reports may also include a graphic description (e.g., pie, bar charts) of performance progress and cost incurrence.  The contract may specify a format for the graphic display, or it may permit the contractor to develop it.

Electronic Reporting.  Reporting using an application such as MS Excel or MS Project enables the GTR and Contracting Officer to evaluate the information electronically. 

	TIP:  Putting the monitoring plan in an Excel spreadsheet or multiple spreadsheets (e.g., for separate phases of a contract) will enable you to easily and graphically portray all the information in the plan.  In addition, you can sort deliverables and milestones by their dues dates.




8.
Quality Assurance Surveillance Plan (applicable to performance-based contracts; see Chapter 5)

What other monitoring tools should be used with the plan?

1.
The contract.  This is the single most important document to know and understand.  The contract controls all aspects of administration.  GTRs/GTMs are expected to know what the contract requires, or at least where to look in the contract to find out what it requires.  It is not enough to read the statement of work.  Every clause and special provision in the contract governs some aspect of it.  

	Important:  The contracting office should provide the GTR/GTM with a copy of the contract (or solicitation, if the contract has not been awarded yet) as soon as the GTR/GTM has been appointed.  The GTR/GTM should proactively request a copy of the contract or solicitation if he/she is not given one at appointment.



2.
Successful offer.  The winning offer can be a valuable source of information on how the contractor will perform the contract.  Sometimes, after negotiations are completed and the winning offeror is selected, the winning proposal (or portions of it) is made part of the contract.  


For example, the winning offeror describes a highly detailed process for evaluating a HUD grant program.  The Contracting Officer and the program office decide that it is critical to the successful performance of the contract that the process as described in the proposal be made an official part of the contract.  That way, the contractor is accountable for performing the work as described in the proposal.  The Contracting Officer may include, or “incorporate,” this part of the proposal in the final contract in two ways.  First, he/she may rewrite the contract (e.g., work statement) to include the portions of the proposal.  Second (and this is more common), the contracting Officer may incorporate the proposal or specific portions of it by reference (i.e., not physically including text in the contract). 


If the proposal was not incorporated into the contract, either physically or by reference, then it is not officially a part of it.  Nevertheless, it may still provide guidance on how the contractor intends to schedule work, allocate his/her resources, and achieve the contract’s performance objectives.

Always check with the Contract Specialist if in doubt about whether a proposal is part of a contract.

CHAPTER 5 – QUALITY ASSURANCE SURVEILLANCE PLAN (QASP) 

What is a QASP?

Contractors are contractually required to deliver supplies and perform services that meet the quality, quantity and timeliness standards set forth in the contract.  Implicit in that contractual requirement is the requirement for the contractor to establish and use appropriate quality controls.  The Government, also, must ensure that the supplies or services conform to the contract’s quality, quantity, and timeliness requirements.  To do this, the Government must periodically evaluate the contractor’s performance using appropriate assessment methods that may be enhanced by the use of incentives (either positive or negative) tied to performance.  The QASP is the Government’s counterpart to the contractor’s quality control plan.  

A QASP assesses the quality and timeliness of products delivered and services performed by the contractor.  It does not evaluate, or even consider, the steps taken or procedures used to produce products or perform services.  In other words, like performance-based contracts, QASPs are concerned with results not processes.

Who prepares the QASP?

The GTR has lead responsibility for developing the QASP.  The IPT and contract administration team should participate in its development as needed.  FAR section 37.604 states, “The Government may either prepare the quality assurance surveillance plan or require the offerors to submit a proposed quality assurance surveillance plan for the Government’s consideration in development of the Government’s plan.”  When the RFP requires submission of a proposed plan, the proposed plan may be evaluated by the Technical Evaluation Panel as part of its overall evaluation of offers. 

What does the QASP include?

The QASP includes: 

· The performance standards set forth in the contract; 

· The assessment methods to be used; 

· An assessment schedule or frequency; 

· A description of the actions to be taken if performance standards are not met; and  

· Any incentives and disincentives (as set forth in the contract) that may be applied and how to assess them.  

The QASP shall also include a Performance Requirements Summary (PRS) The PRS is included in the solicitation and resultant contract so the contractor knows how the Government will assess performance.  However, the PRS does not include the specific description of the monitoring processes that the Government will use.

What is a Performance Requirements Summary?

The PRS summarizes the QASP, often in tabular or matrix form.  The PRS lists each performance objective or activity that will be measured (e.g., responding to service calls), the acceptable quality standard for the objective/activity (e.g., 95% of service calls fulfilled within the time period allotted in the contract), the method of surveillance the Government will use to assess the contractor’s performance (e.g., review of contractor’s service call logbooks and customer feedback), and any negative/positive incentives (e.g., 10% reduction in payment for service calls in any month when the contractor fails to respond on time to less than 97% of the calls received during that month).  Appendix 1 contains a sample PRS and PRS matrix.

What should be considered in designing the QASP?

Each statement of work must be carefully reviewed to determine critical areas to be assessed.  The QASP should be prepared concurrent with the performance work statement.  That is when we are most involved in looking at what we want, determining the criticality of each task, determining the method to assess performance, and determining whether positive or negative incentives are appropriate.

The design should consider:  

	Contract’s Performance

Standards


	What is the most effective way to assess the contractor’s performance against the performance standards in the contract?



	Criticality/Risk 
	Use the risk assessment results to determine:

How critical the task or activity is to the accomplishment of the contract’s objectives.  (Does it need to be assessed?)

How critical the assessment of the performance under that task is.  (Is it worth the Government’s time and effort to assess it?) 



	Commercial Practices
	Are there common commercial practices for assessing a particular area of performance (e.g., services)?  Do the proposed assessment methods reflect or use those common commercial practices?  If not, why not?

Is re-performance of services practical or reasonable?



	Frequency of assessment


	How often should services and products be assessed? 

	Availability of Government Personnel


	Who will perform assessments?  Are an adequate number of the appropriate personnel available?

	What incentives should be used
	How should negative incentives be structured?  What tolerances (e.g., error rate) should be used, and how should they be quantified?  Should positive incentives be used?  


What QASP assessment methods may be used?

QASPs may employ a variety of assessment methods.  More than one method can be used for a single contract, and a combination of methods should be used whenever appropriate.  Some commonly used methods are:

	Random Sampling
	This is a statistically based method that assumes receipt of acceptable performance if a given percentage or number of scheduled assessments is found to be acceptable.  Random sampling is the most appropriate method for frequently recurring tasks, and works best when the number of instances is large and a valid sample can be obtained.



	Periodic Sampling
	This is similar to random sampling but is planned at specific intervals or dates.  It may be appropriate for tasks that occur infrequently.  It allows for assessing confidence in a contractor without consuming a significant amount of time.



	Trend Analysis
	This method should be used regularly and continually to assess performance over time.  It is helpful to build a database from data that is gathered through performance assessment.  The database should be created and maintained by the Government.  Contractor-managed metrics may provide added information needed for analysis.



	Customer Feedback and Surveys
	These obtain firsthand information from actual users of the services.  This method should be used prudently because it tends to be a complaint-oriented, may be subjective in nature, and may not always relate to actual requirements of the contract.  Procedures for handling customer complaints or customer surveys must be established if either method is used.  Procedures (including any forms or formats to be used) and instructions for their use must be included in the QASP.  Surveys should address only actual requirements of the contract.



	Third-party Audits
	This method may be used when contractor evaluations independent of the Government and the contractor are available.



	Review of Contractor Records
	This method involves reviewing contractor logs, records and reports to assess compliance with the requirements of the contract (e.g., help desk logbooks).  




What should the assessment documentation include?

The QASP should describe what is to be documented and how.  Each assessment activity should be fully documented as it is conducted.  This documentation constitutes an official record.  It is critical that it be both accurate and accurately documented.  It will have a bearing on any incentives applied and on the overall evaluation of the contractor’s performance.  The results of the final performance evaluation can have an impact on the contractor’s ability to compete for future Government contracts.  

Is there a prescribed QASP format?

There is no single prescribed format.  A suggested format for a QASP includes, as a minimum, the areas listed below.  These may be expanded to suit the type of work being assessed.

· Roles and responsibilities of all parties involved;

· Procedures to be followed for assessment and acceptance;

· Performance Requirements Summary that sets forth the performance objective (requirement of the contract), the acceptable performance standard, the method of performance assessment, and any incentives (positive and/or negative);

· Sample contract discrepancy report if negative incentives are used; 

· Customer complaint or customer survey procedures, if used; and

· Certification of acceptance of services. 

When should incentives be used?  

Incentives should be used when they will induce better quality performance.  Incentives may be positive, negative, or a combination of both.  Incentives may be monetary or non-monetary.  They should be applied selectively to motivate contractor efforts that might not otherwise be emphasized, and to discourage inefficiency.  Incentives should apply to the most important aspects of the work, rather than every individual task.  Incentives should correlate with results. 

What is a negative incentive?  

Negative incentives are used when services are not performed or do not meet contract requirements.  Negative incentives are not considered a penalty, nor should they be used as such.  Rather, the intent is that the Government should not pay for services that do not conform, do not meet performance standards, or have not been properly rendered.  

Normally, the Government must give the contractor an opportunity to correct nonconforming services at no increase to contract price, and the contractor must be afforded the opportunity to provide rationale for such marginal or unacceptable performance.  The contractor may view the marginal or unacceptable performance as a direct result of Government delays or due to circumstances beyond the contractor’s control.  Therefore, procedures must be established for determining the unacceptable performance, advising the contractor accordingly, receiving contractor rationale, and making a final determination whether the negative incentive will be imposed.   

The procedures used to determine such marginal or unacceptable performance, and how the negative incentive will be applied are included in the QASP and the Performance Requirements Summary (PRS).  Because negative incentives may involve a reduction in the amount to be paid, a shorter contract period, and/or result in a marginal or unacceptable performance evaluation, the Contracting Officer must be closely involved.  

What are some examples of negative incentives?  

Examples of negative incentives are:

· When performance is below the minimum standard, x% of that period’s payment will be withheld. 

· When performance is below the minimum standard, require the contractor to re-perform the service at no cost to the Government.

· When performance is below the minimum standard for x consecutive months, increase surveillance or contractor reporting.

Negative monetary incentives, or reductions, are deducted from the amount to be paid to the contractor for the work.  They are not merely deducted from the incentive pool that may have been established to pay positive incentives.  The Contracting Officer is the final review and approval authority for all negative monetary incentives (reductions).  Prior to any negative incentive being enforced the following minimal documentation must be submitted to the Contracting Officer: the PRS setting forth the standard; the acceptable level of performance; the procedures used to evaluate the work; a description of how the performance standard was not met; the contractor’s agreement with, or rebuttal of, the negative performance assessment; and the amount of the reduction to be taken from the contractor’s price for the work.  Following review of all documentation submitted, the Contracting Officer will make the final determination to enforce the negative incentive.

Applying negative incentives can have other bearing upon a contract, including, but not limited to, the term of the contract, the exercise of future options, and the contractor’s periodic/final performance assessment.   
What is a positive incentive?

Positive incentives should be used only for performance that exceeds the minimum standards of contract performance, and when such performance is desired by and of benefit to the Government.  Contractors may not be rewarded for simply meeting minimum standards of contract performance.  The incentive amount should correspond to the difficulty of the task required, but should not exceed the value of the benefits the Government receives.  

The procedures used to determine such performance, and any approvals that may be necessary, and how the incentive will be paid are included in the QASP and the Performance Requirements Summary (PRS).  

What are some examples of positive incentives?  

Examples of positive incentives are:

· When performance exceeds the minimum standard, pay x% of monthly payment into a pool.  At the end of xx months, pay contractor amount accrued in pool.

· When performance exceeds the minimum standard, pay x% of monthly payment into a pool.  When pool has reached $xxxx, pay contractor amount accrued in pool.

· When performance exceeds the minimum standard for xx consecutive months, reduce Government oversight or contractor reporting, as appropriate.

What should be considered when developing positive incentives?  

When contemplating the use of positive incentives consider the following:

· Will enhanced performance provide additional value to the Department?

· Which areas of the requirement would benefit most from enhanced performance?  Which areas do not need added incentives, or which areas can do without them?

· How much is the Department willing to pay to achieve a level of performance beyond the performance standard?  

· Will the incentives affect timeliness or schedules in a positive or adverse way?  Is the incentive affordable?

When positive monetary incentives will be used, funds must be obligated on the contract to pay such incentives.  The Contracting Officer is the final review and approval authority to pay such incentives.  Documentation required to be submitted to the Contracting Officer prior to payment of any positive incentive will include, as a minimum, information from the PRS setting forth the standard, the acceptable level of performance, the procedures used to evaluate, an explanation as to how the performance standard was exceeded and the benefit derived by the Department, and the amount of the incentive to be paid to the contractor.  Following review of all documentation submitted, the Contracting Officer will make the final determination on whether the positive incentive will be paid to the contractor.   

What documentation is required?

The GTR must clearly document all performance evaluations.  The evaluation must provide sufficient detail to support any incentive determination.  For negative incentives, describe clearly the performance that failed to meet the standard and the degree to which it failed.  For positive incentives, describe clearly the performance that exceeded the standard, and state whether or not the exceeded performance was of benefit to and desired by the Government.  

Is there a standard format for evaluations?

No, there is not a standard format.  If the Contracting Officer requires a specific format, he/she should provide the GTR with it.  Otherwise, the GTR and Contracting Officer should agree on the format to be used.

CHAPTER 6 – INSPECTION AND ACCEPTANCE
What is inspection?

The FAR defines inspection as “examining and testing supplies or services (including, when appropriate, raw materials, components, and intermediate assemblies) to determine whether they conform to contract requirements.”  Inspection determines if services or products comply with the quality, quantity and timeliness requirements of the contract.  Products are normally delivered to the GTR to be inspected.  Services are normally inspected where and when they are performed.

Inspection of work or products is the best way to determine the quality of the contractor’s performance.  In HUD contracts, the GTR is normally delegated the authority to conduct inspections on the Contracting Officer’s behalf in accordance with the “Inspection” clause of the particular contract.  The clause gives the GTR the right to inspect and test the work performed or products made under the contract at all stages of performance, wherever the work is being conducted (i.e., at contractor and subcontractor sites).  The clause does not, however, permit the GTR to interfere with, or unreasonably delay, the contractor’s work.  The GTR shall provide the Contracting Officer with a copy of an inspection report promptly after completing the inspection.  

Do different types of contracts have different inspection clauses?

Yes, there are specific inspection clauses for the various types of contracts (e.g., fixed-price, cost-reimbursement, or time-and-materials).  In addition, a contract may include special inspection clauses that include procedures not covered in the normal inspection clause.  It is important that the GTR review the contract and familiarize him or herself with the requirements of the applicable inspection clause.
How is inspection done? 

For products:

· First, assure that the product was delivered on time.  

· Second, evaluate the content of the product to see if it complies with the contract’s requirements for it.  If the contract contains a detailed description of the required deliverables, does the product match them?  If, instead, the contract describes the functions the product must perform, or objectives it must meet, does it?  

· Third, evaluate the quality of the product.  How well does it meet the contract’s requirements?

For services: 
The GTR evaluates the performance of the work against standards set forth in the contract.  It is important to note the distinction in the types of services that HUD contracts for.  Some are very straightforward and easy to evaluate.  How many help desk calls did the contractor answer?  What was the contractor’s response time to requests for computer help?  What was the contractor’s error rate?  Standards may be very precise and highly detailed, or they may be more flexible.  Inspecting services usually relies on sampling the work the contractor has performed instead of carefully reviewing all of it.  It is neither practical nor cost effective to the Government to review all the work the contractor performs as he/she performs it.  For performance-based service contracts, the GTR uses the Quality Assurance Surveillance Plan to sample and evaluate the contractor’s performance (see Chapter 5, Quality Assurance Surveillance Plan, above).  

When is inspection performed?

For deliverables (products), inspection must be performed within the acceptance period for the payment that is associated with the deliverable (see What is an acceptance period? below).  Inspections of services may be routine, spot (i.e., unannounced; see various FAR Inspection clauses referenced in FAR Subpart 46.3.), or a combination of the two.  A Quality Assurance Surveillance Plan (required in performance-based contracts) will specify when and how the inspections are to be performed.  The contract should specify any requirement for routine inspections (e.g., set the frequency, dates, or occurrences that trigger the inspections).

	Note: Contractors are required to perform their own inspections of the services they perform.  The FAR clauses used for inspection of services (52.246-4, Inspection of Services - Fixed-Price, and 52.246-5, Inspection of Services - Cost-Reimbursement) state:

“(b) The Contractor shall provide and maintain an inspection system acceptable to the Government covering the services under this contract.  Complete records of all inspection work performed by the Contractor shall be maintained and made available to the Government during contract performance and for as long afterwards as the contract requires.”


What is acceptance?

If deliverables or services are found to comply with the contract’s requirements, the Government accepts them and pays the contractor.  The Government can indicate acceptance by informing the contractor that services or products were accepted.  The Government may also simply pay the contractor.  Payment is only made for acceptable products or acceptable performance of services.  Therefore, the Government’s timely payment to the contractor serves as confirmation that the products or services were accepted.    

The GTR must document his/her findings and acceptance or rejection recommendations.  The documentation must include all relevant facts (e.g., date of delivery, deficiencies with specific reference to the standards in the contract, or particular aspects of the product or service that support the GTR’s assessment of its quality) and the basis for the GTR’s recommendation.

What is an “acceptance period”?

The period of time during which the Government must inspect and either accept or reject deliverables or services performed by a contractor is called the acceptance period.  The acceptance period is specified in the Prompt Payment clause.  Unless the Contracting Officer inserts a different period in the clause, the acceptance period is seven (7) calendar days.  If the program office requires longer periods (e.g., 14 days to review and accept a draft evaluation report, and 21 days to accept the final report), the Contracting Officer must ensure that the contract specifies those acceptance periods.  The GTR must complete his/her inspection and provide the Contracting Officer with his/her assessment and recommendation regarding acceptance within the specified period.  The GTR must immediately notify the Contracting Officer if he/she will not be able to complete the inspection within the stated period.  The GTR may not request a contractor to grant an extension of an acceptance period.

Can inspection delay or interfere with the contractor’s performance?

No.  The GTR must avoid taking any action that may result in unreasonable interference or delay in the contractor’s work.  Such actions include, but are not limited to:

· Failing to review deliverables or make inspections in a timely manner;

· Denying or failing to obtain contractor access to HUD premises on which contract work must be performed;

· Unnecessarily directing the contractor to stop work. (Note:  Only the Contracting Officer may issue a stop work order.);

· Failing to advise the Contracting Officer promptly on matters such as:

· Approvals of work plans, particularly those that are required as a condition precedent to proceeding with the contract work; and,

· Required HUD consents to subcontracts; and,

· Directing a contractor to perform work that is outside the scope of the contract.

	Note: The inspection clauses give the Government the right to inspect at any time, but not the right to impede the contractor’s performance.  Both FAR clauses used for inspection of services (52.246-4, Inspection of Services - Fixed-Price, and 52.246-5, Inspection of Services - Cost-Reimbursement) state:

“(c) The Government has the right to inspect and test all services called for by the contract, to the extent practicable at all times and places during the term of the contract. The Government shall perform inspections and tests in a manner that will not unduly delay the work.”


What if products or services are unacceptable?

If the GTR finds that products or services as delivered or performed are unacceptable, he/she should:

· Immediately inform the Contract Specialist;

· Provide the Contract Specialist with documentation to support the decision to reject the product or services; and 

· Assist the Contract Specialist in obtaining corrected products or re-performance of the services.

What requirements are there for tracking receipt of deliverables?

For all contracts, the GTR must track the receipt of deliverables against the deliverable schedule in the contract and as entered into HPS.  Unless the Contracting Officer requires the use of a specific format, the GTR/GTM may record the receipt of deliverables in any format he/she chooses, as long as it captures the following information: 

· Description of deliverable;

· Date received; and

· Recommendation of acceptance or rejection (with rationale). 

For contracts for information technology services, contractors must submit their deliverables via HUD’s Deliverable Management Module (DMM) and shall use the DMM system to track the status of deliverables.  GTRs/GTMs should track such deliverables via the DMM.  Affected GTRs/GTMs should contact the Contracting Officer for more information on the use of the DMM.  

CHAPTER 7 – PAYMENTS

A contract’s payment method refers to how the Government compensates the contractor for work performed, delivered to, and accepted by the Government.  The FAR permits the use of various payment methods under contracts.  The payment method is linked to the type of contract (e.g., fixed-price).  

Each HUD contract includes the FAR and HUDAR invoicing and payment clauses applicable to the contract’s type.  (Note: Some “hybrid” contracts, e.g., that have fixed-price and cost-reimbursement work, may include more than one type of payment clause.)  The GTR/GTM must familiarize him/herself with the payment clauses, including the Prompt Payment clause, in the contract.  The Prompt Payment clause governs the due date for paying invoices and describes what a proper contractor invoice must contain.  

What types of payments are there?  

The following are the most common types of payments made under HUD contracts.  These types of payments are not all treated the same way, and each type has its own set of requirements that must be met before a payment can be made.  

· Fixed-price (“lump sum”).  Under fixed-price contracts, the contractor bills (invoices) and the Government pays a lump sum for the supplies or services accepted by the Government.  There is no examination of costs included in the price, hence the “lump sum.”  Fixed-price payments may only be made under contracts that provide for the delivery of supplies, or the performance of services, on a fixed-price basis.  The price has to be associated with the supply or service stated in the contract’s pricing schedule (usually found in section B of the contract).  Under fixed-price contracts, the Government pays the contractor the price stated in the contract upon completion and acceptance of all work, unless the Contracting Officer has included a partial payment schedule in the payment clause (normally, in section G) of the contract (see next question).  

Are partial payments allowed under fixed-price contracts?

Fixed-price contracts may provide for paying the contractor portions of the total price according to a partial payment schedule in the contract.  However, to ensure that the contractor completes the contract and delivers all products or services, the contractor must have a significant financial interest in the contract until its completion.  Therefore, partial payments are based on substantive deliverables (e.g., products) and are made only upon the acceptance of deliverables that represent work progressing.  A common mistake made when establishing a partial payment schedule is to merely divide the total contract or task order price by units of the performance period (e.g., months) and make equal interim payments.  Such payments are not tied to specific deliverables.  This type of payment arrangement is only acceptable for recurring services such as housekeeping, janitorial, maintenance, etc., that are priced on a fixed-unit basis.  It is not an acceptable payment arrangement for fixed-price contracts that require completion-type deliverables (e.g., development of separate phases of a new IT system).  

Like regular fixed-price payments, each partial payment is subject to the prompt payment clause of the contract.  (Note: Partial payments are not considered to be “contract financing” payments or “progress payments” as those are defined in the FAR.)

The partial payment schedule will be included in the payment clause (HUDAR 2452.232-70, Payment Schedule and Invoice Submission (Fixed Price); see What payment clauses should the contract include?).  The Contracting Officer lists in the clause all the contract deliverables to which a partial price is assigned, the delivery date for each deliverable, and the payment amount that will be made upon completion/delivery and acceptance of the deliverable.  The HUDAR clause also describes the invoice submission requirements.  

· Cost-reimbursement.  Under all types of cost-reimbursement contracts (see What type of contract will be used? in Chapter 2), the contractor requests and is reimbursed his/her actual costs that have been incurred in the performance of the contract, and that are determined to be reasonable.  Unlike fixed-price payments, these costs are not associated with specific deliverables or pre-priced services.  Typically, the contractor requests reimbursements and is reimbursed on an interim basis, normally monthly, and not at the completion of the contract.       

· Labor-hour.  The contractor is paid for direct labor hours at fixed hourly rates that are stated in the contract.  These labor rates are “loaded,” i.e., they include wages, overhead, any general and administrative (G&A) expenses, and profit.  The rates are set for each category of labor specified in the contract.

· Time-and-materials.  The contractor is paid for direct labor hours (as described under Labor-hour payments, above) and materials at cost (i.e., no profit allowed on materials), including material handling (overhead) costs, if appropriate.  Material handling costs include only costs clearly excluded from the labor-hour rate, and may include all appropriate indirect costs allocated to direct materials in accordance with the contractor’s usual accounting procedures consistent with FAR Part 31.

The FAR clause 52.232-7, Payments under Time-and-Materials and Labor-Hour Contracts, is used in both Labor-Hour and Time-and-Materials type contracts.  It is important to note that the clause requires contractors to substantiate their vouchers (e.g., with evidence of actual payments they have made or by individual daily job timecards) or other substantiation as approved by the Contracting Officer.  

This clause also permits the Government to withhold 5 percent (5%) of the amounts due to the contractor (not to exceed a total of $50,000) to build up a reserve to protect the Government’s interests (e.g., to cover some of the Government’s costs of performance if the contractor should fail to perform).  The program office - and GTR if appointed at that stage of the procurement - should advise the Contracting Officer whenever it believes withholding will be needed under a time-and-materials- contract.  The withheld funds are paid to the contractor in the final payment after the Government receives the contractor’s release of claims in accordance with the clause.  Normally, the contractor should be reminded at the post-award conference or briefing if withholding will be made and that the withheld amount must be indicated on vouchers.  (Note:  The FAR time-and-materials clause permits the Contracting Officer to modify the contract at a later date to require the withholding.)  The GTR will be responsible for tracking the withholding on vouchers and ensuring the contractor’s compliance with the requirement.

What payment clauses must be included in the contract?

The contracting Officer is responsible for ensuring that all applicable payment clauses are included.

· FAR clauses.  Each solicitation and contract must include the FAR payment and prompt payment clauses that apply to the contract type (e.g., fixed-price or labor-hour). 

· HUDAR clauses:

· 2452.232-70, Payment Schedule and Invoice Submission (Fixed-Price) – Included in all fixed-price solicitations and contracts.

· 2452.232-71, Voucher Submission (Cost Reimbursement) – Included in all cost-reimbursement solicitations and contracts.  The clause sets forth submission requirements for each voucher, as well as the required voucher distribution.

What is Prompt Payment?

The Prompt Payment Act requires the Government to promptly pay contractors for accepted supplies and services.  Late payments accrue interest that the Government must pay the contractor.  FAR Subpart 32.9 and HUD Handbook 2210.3, paragraph 12-6.A.4 provide detailed guidance on prompt payment requirements.  

When must prompt payments be made?

With certain exceptions (e.g., cost-reimbursement contracts for services, architect-engineer contracts, construction contracts), the due date for making an invoice payment is the later of the following two events: the 30th day after the designated billing office receives a proper invoice from the contractor; or the 30th day after Government acceptance of supplies delivered or services performed.  Some HUD contracts may specify a shorter period.  The Prompt Payment clause included in the contract will specify the exact terms.  Do not assume a 30-day period without verifying it in the contract.  It may be shorter.  GTRs/GTMs are responsible for completing their review of invoices in sufficient time to permit HUD’s payment office to make prompt payment.  GTRs/GTMs should always consult the Contract Specialist whenever they have any questions about the prompt payment terms of their contracts.

What is a “proper invoice”?

FAR 32.905 states, “Payment will be based on receipt of a proper invoice and satisfactory contract performance.”  A proper invoice contains all the information required by the particular Prompt Payment clause included in the contract.  In general, a proper invoice must include: 

1.
Name and address of the Contractor.

2.
Invoice date and invoice number.  (The Contractor should date invoices as close as possible to the date of the mailing or transmission.)

3.
Contract number or other authorization for supplies delivered or services performed (including order number and contract line item number).

4.
Description, quantity, unit of measure, unit price, and extended price of supplies delivered or services performed.

5.
Shipping and payment terms (e.g., shipment number and date of shipment, discount for prompt payment terms).  Bill of lading number and weight of shipment will be shown for shipments on Government bills of lading.

6.
Name and address of Contractor official to whom payment is to be sent (must be the same as that in the contract or in a proper notice of assignment).

7.
Name (where practicable), title, phone number, and mailing address of person to notify in the event of a defective invoice.

8.
Taxpayer Identification Number (TIN), if required elsewhere in the contract.

9.
Electronic funds transfer (EFT) banking information, unless the contractor has already submitted it, or if HUD waived the requirement to pay by EFT.  Check with the Contracting Officer if there is no EFT information on the invoice.

10.
Any other information or documentation required by the contract (e.g.. evidence of shipment.)

What other information must the contractor provide?

· Fixed-Price Contracts (see FAR Subpart 16.2).  Invoices must clearly identify the products and/or services for which payment is requested and the price for each.  Contractors may not invoice for partial or progress payments (i.e., for pieces of work or interim payment) unless the contract specifically authorizes them.

· Cost-reimbursement (see FAR Subpart 16.3).  Contractors are required to itemize their total request to the degree needed to permit an evaluation of the claimed costs.  The level of detail in this breakout will vary by contract.  The GTR and Contracting Officer will decide (usually when preparing the RFP) the degree of detail that will be needed on vouchers.

· Labor-Hour and Time-and-Materials (see FAR Subpart 16.6).  The contractor must break out labor costs by the number of hours billed for each labor category.  Other costs, if allowed, must be sufficiently itemized to permit the GTR to assess their reasonableness.

· Performance-Based payments (see FAR Subpart 37.6).  Performance-based payments are contract-financing payments that are not for accepted items and, therefore, are not subject to the interest-penalty provisions of the Prompt Payment Act.  They are treated like progress payments, not interim, payments as described at FAR Subpart 32.5.  The contractor must indicate on the invoice the deliverable item or event for which payment is requested (see FAR Subpart 32.10 for additional information).  GTRs should consult the Contracting Officer if the contract provides for performance-based payments to ensure they understand how payment will be made under the contract.

What type of invoice is acceptable?

· Fixed-price contract payments.  A commercial invoice (i.e., whatever form of invoice the contractor normally uses in the conduct of business) is acceptable for billing provided it includes all the information required for a proper invoice (see above).

· Cost-reimbursement payments.  The Standard Form (SF) 1034, “Public Voucher for Purchases and Services Other than Personal,” is used.
· No invoice.  Under certain HUD contracts (notably, Single Family Property Sales Closings), an actual invoice may not be required for payment.  Other means of verification that the contractor should be paid will be stated in the contract.  This type of payment is only used for fixed-price contracts and is not the norm.
Can a contract require additional information or a specific method of invoicing?

Yes, but it must be clearly stated in the contract’s payment clause or elsewhere in the contract’s clauses.

What is the GTR’s responsibility for reviewing invoices?

The GTR must review all vouchers and invoices prior to their payment to verify that they should be paid. For all invoices and vouchers for which the GTR recommends payment, the GTR shall complete the form HUD-27045 or otherwise provide evidence of the review as directed by the Contracting Officer and the payment office.  The payment office will not make payment on any request until the GTR provides it with such evidence of his/her review.  As directed by the Contracting Officer, the GTR must provide him/her with documentation supporting the GTR’s recommendation for payment. 

Specifically, the GTR must do the following for the different types of payments (see also Handbook 2210.3, Chapter 12, section 12-6, Contractor Costs and Payments):

Fixed-price payments.  The GTR must verify that the price(s) on the invoice corresponds exactly to the price(s) specified in the contract, and that all deliverables/services included on the invoice have been inspected and are acceptable.  Any discrepancies noted should be immediately brought to the attention of the contractor and the Contract Specialist for resolution.  If the prices contained in the invoice are inaccurate or the invoice contains discrepancies, the GTR shall notify the contractor and consult the Contract Specialist for guidance (e.g., obtain a corrected invoice from the contractor, correct and annotate the invoice).  It is critical that the contractor be notified immediately when an invoice cannot be paid because of a discrepancy.  Failure to do so may result in HUD having to pay interest penalties under the Prompt Payment Act.

Cost-reimbursement payments.  The Government has the right to disallow (i.e., not pay) costs that are determined to be unreasonable.  Therefore, the purpose of the GTR’s review is to help determine if all claimed costs are reasonable.  To be considered reasonable, the costs must meet three tests:

(1) They are clearly associated with, and necessary for, work required under the contract;

(2) They are what a prudent person would pay for the item or service.  This means that the GTR must determine that the amount is fair in light of the market place, if one exists, or by using other standards (e.g., specified labor rates in the contract, amounts HUD paid for comparable items in the recent past, the appropriateness of the labor mix used for the work performed, etc; and,

(3) They are allowable under Part 31 of the FAR.  GTRs are not expected to know all the rules governing allowability of costs.  The GTR shall consult with the Contracting Officer regarding any costs that appear questionable.  The Contracting Officer will make a final determination of allowability.

The GTR must examine the costs in the request for reimbursement.  If the GTR cannot determine that the costs shown on an otherwise properly prepared voucher are fair and reasonable, he/she shall consult the Contract Specialist for assistance.  As directed by the Contract Specialist, the GTR shall request additional information from the contractor if necessary.  If the GTR cannot determine that costs are fair and reasonable because the voucher is too poorly prepared to decipher (e.g., voucher contains insufficient, information, arithmetic errors, illegible writing, etc.), the GTR should notify the contractor immediately and obtain a new, legible voucher.  The GTR shall also notify the Contract Specialist that the voucher could not be paid and that a replacement voucher has been requested.

The GTR should check the invoice date against the contract performance period to ensure that costs are being billed for the proper timeframe, and compare the contractor’s billing rates against the contract rates to ensure that indirect costs are being billed properly.  Arithmetic accuracy should also be checked to avoid any overpayment to the contractor.

Performance indicators.  The GTR shall determine if unreasonable costs are indicative of performance problems (e.g., the contractor is using inefficient methods or labor mix, etc.).  The GTR shall also compare the costs to the most recent budget for the contract.  Significant discrepancies between vouchered costs and the contractor’s budget may indicate potential performance problems.  If the GTR believes that to be the case, he/she shall contact the contractor and provide guidance to help the contractor remedy the situation.  The GTR shall also inform the Contracting Officer of both the problems and the proposed or actual solutions.
Labor-Hour Payments.  

The GTR must verify that the rates billed for each labor category agree with those specified in the contract, the number of hours billed is reasonable for the work performed.  

Time-and-Materials Payments
The GTR must verify that the rates billed for each labor category agree with those specified in the contract, the number of hours billed are reasonable for the work performed, and that materials invoiced are for those materials that enter directly into the end product, or that are used or consumed directly in connection with the finishing of the end product.  Materials and other costs are reviewed the same way as cost-reimbursement payment requests.
	TIP: Reviewing the contractor’s first invoice or voucher in detail with the contractor (e.g., format, content, level of detail) tends to improve the odds that subsequent invoices will be complete and accurate and therefore, easier to review and process. 




How are disallowed payments handled?

Whenever the amount of payment is in dispute, the GTR shall consult the Contract Specialist or Contracting Officer for direction and provide the following information: 

· Disallowed costs (cost type contracts).  If the GTR believes that vouchered costs are unreasonable, he/she shall identify the specific items of cost that are unreasonable and provide the Contracting Officer with his/her rationale, including an estimate of what reasonable costs should be.  

· Unacceptable Deliverables or Performance.  The GTR shall identify the unacceptable deliverable(s) and/or services for which payment should be denied.  The GTR shall describe what steps have been taken to obtain correction.

The GTR may not disallow costs, withhold payments, or make any changes to a contractor’s invoice or voucher without the prior approval of the Contracting Officer.

Who should keep copies of invoices?  

Both the GTR and Contract Specialist need to keep copies of all invoices.  The Contract Specialist will file his/her copies in the contract file.  The GTR files his/hers in the GTR Working File (see Handbook 2210.3, Chapter 12, section 12-4).

CHAPTER 8 – EVALUATING CONTRACTOR PERFORMANCE

A key component to effective monitoring is tracking current and past contractor performance.  Milestones for origination and completion of performance evaluations should be included in the contract monitoring plan.  

Why is it important to track and evaluate contractor performance?  

During the life of a contract, the contractor’s performance is the best indicator of successful completion of the work.  The assessment of the contractor’s performance also provides the Contracting Officer with information needed to make key decisions related to the contract (e.g., whether or not to exercise options, continue placing orders under an indefinite-delivery contract, or terminate the contract).  

Once the contract has been completed, the GTR’s final assessment of the contractor’s performance takes on new importance.  For three years after the contract expires, this performance information is available to HUD and other Federal agencies to look at whenever they are considering the contractor for future contracts.  This information will be used in assessing the quality of the contractor’s past performance.  Therefore, it is critical that it accurately reflect the contractor’s performance as supported by the facts.

FAR 42.1501 defines, past performance information as:

“Past performance information is relevant information, for future source selection purposes, regarding a contractor’s actions under previously awarded contracts. It includes, for example, the contractor’s record of conforming to contract requirements and to standards of good workmanship; the contractor’s record of forecasting and controlling costs; the contractor’s adherence to contract schedules, including the administrative aspects of performance; the contractor’s history of reasonable and cooperative behavior and commitment to customer satisfaction; and generally, the contractor’s business-like concern for the interest of the customer.”

HUD has entered into an agreement to use the Contractor Performance System (CPS), maintained by the National Institutes of Health (NIH).  All past performance assessments must be entered into the CPS.  HUD Handbook 2210.3, section 12-15, and OCPO Acquisition Instruction 03-1, “Procedures for Contractor Performance Evaluations,” provide details on the use of the CPS.  The instruction and a direct link to the CPS Internet site are available online at the OCPO intranet site:

  

http://hudatwork.hud.gov/po/arc/systems/cps.cfm

	Note:  HUD’s Agency Administrator for the CPS System is Ms. Christine Sihag, in the OCPO Procurement Policy Division.  Questions regarding CPS may be directed to Ms. Sihag via email or telephone at: 202-708-0614, ext. 7140.



How often should performance assessments be conducted?  

Final performance assessments must be done upon the completion of each contract with a value of $100,000 or more.  Assessments may be made on interim basis.  The following are general guidelines.  The nature of the individual contract will dictate how often assessments should be made.  

· For contracts of two years or less, evaluate performance once at the mid-point and again at completion.  

· For contracts of two or more years, evaluations will be performed at least annually and should be done at least 120 days prior to exercise of an option.  This will permit timely consideration of contractor performance prior to the exercise of the option.  

· For major contracts (generally, those with a value of $1 million or more), the frequency will be at the discretion of the Contracting Officer.  

	Note: Performance evaluations will be subject to CMRB review when future actions they support under the contract (e.g., exercise of option) must obtain CMRB approval.  The CMRB may require a presentation of the evaluation by the IPT responsible for the contract. 




Who completes the performance evaluation?

The Contract Specialist initiates the performance evaluation (also referred to as a rating), but the GTR completes the substantive evaluation.  Once the GTR has completed his/her evaluation, he/she forwards it to the Contract Specialist for review.  Once the review is complete, the Contracting Officer forwards it to the contractor for review and comment.  The contractor has 30 days from its receipt to comment on tit (e.g., rebut specific ratings).  After the contractor has had an opportunity to review and comment, the Contracting Officer finalizes it.  The Contract Specialist then enters the date of completion into HPS, and the evaluation becomes final.

What if the contractor submits a rebuttal?

If the contractor submits a rebuttal on a rating, the Contracting Officer (with the help of the GTR) will try to resolve the contractors concerns and arrive at an agreeable, but accurate, assessment.  If the contractor, the Contracting Officer, and the GTR, cannot reach an agreement, the contractor may seek review at least one level above the Contracting Officer.  That review may, or may not, change the evaluation.  In any case, HUD will make the final decision regarding the performance evaluation.

Who can view evaluations?  

Performance evaluations may be used to evaluate a contractor’s offers for future contracts, either with HUD or other Federal agencies.  The information is good for three years after the contract has expired.  Because this information may be used to evaluate past performance when considering the contractor for new contract awards, it is considered “source selection information” as that is defined in FAR Part 2.  Therefore, it is not available to the public and must be kept confidential.  Do not provide any information in a performance evaluation to anyone without the Contracting Officer’s express approval. 

CHAPTER 9 – CONTRACT MODIFICATIONS AND OPTIONS

What is a modification?

A modification is a formal (i.e., written) change to a contract.  Most contracts are modified during their lifetime.  Modifications can be simple administrative changes to the contract (new address for contractor) or complex (finalizing large changes made via the contract’s Changes clause).  Modifications may be unilateral, signed only by the Contracting Officer (e.g., exercising an option or changing administrative information such as payment office) or bilateral, signed by both the contractor and the Contracting Officer.

Who may modify a contract?

Only the Contracting Officer is authorized to modify the contract.  The GTR may neither modify a contract nor create or permit a situation that is tantamount to modifying the contract (e.g., relaxing reporting or delivery requirements or due dates, requesting deliverables not specified in the contract, or directing the contractor to perform work outside the scope of the contract).

What is the GTR’s role?

The GTR may identify the need for modifications and often must advise the Contracting Officer regarding the need for, and substance of, modifications.  As the Contracting Officer’s representative, the GTR is often the first to be aware of needed changes to a contract.  For example, the contractor notifies the GTR that the contract manager is leaving the company and a new manager will be appointed, or alerts the GTR that a particular area of the work statement is ambiguous and hard to follow.  The Contracting Officer will also request the GTR to assess the need for, and provide other advice regarding requested or proposed modifications.  For example, the contractor asserts that he needs additional time to complete a task.  The GTR would certainly be asked to support or refute that assertion.

Where can I find more information about modifications?

Section 12-14 in Chapter 12 of Handbook 2210.3 contains detailed guidance on modifications and the GTR’s role and responsibilities. 

What is an option?

Many HUD contracts contain options for additional work or additional performance periods (e.g., under indefinite-quantity contracts).  As defined in the FAR, “ ‘Option’ means a unilateral right in a contract by which, for a specified time, the Government may elect to purchase additional supplies or services called for by the contract, or may elect to extend the term of the contract.”  Basically, an option is a promise on the part of the contractor to provide additional services or supplies should the Government elect to require them.  The terms of the option are stated both in the RFP and in the resulting contract.  The contractor’s agreement to the terms of the contract includes his/her agreement to the options. To exercise its unilateral right to an option, the Government must exercise the option in accordance with the particular option clause contained in the contract.  

What is the GTR’s role?

Options may only be exercised if the Contracting Officer determines that, among other things, the contractor’s performance so far under the contract has been acceptable.  The GTR plays the key role in advising the Contracting Officer on the contractor’s performance.  A statement that the contractor’s performance has been acceptable must be included in the request to exercise an option.

Where can I find more information about options?

OCPO has issued an internal Acquisition Instruction (A.I.) 06-4, “Use of Options,” that provides detailed instruction on the use of options, including the role and responsibilities of the GTR.  The instruction is available online at the OCPO intranet site.

CHAPTER 10 – CONTRACT CLOSEOUT

Contract closeout is the last step in contract administration.  Contract closeout is the administrative process of formally retiring a contract.  

When is closeout initiated?

The closeout process begins when the contract has been physically completed.  “Completed” means: 

· All services have been performed and/or all supplies and products have been delivered and accepted; 

· HUD has made final payment to the contractor; and,

· There are no outstanding matters to resolve (e.g., determination of final costs under a cost-reimbursement contract).

The process can be simple or complex depending on the contract.  This process requires close coordination between the GTR, the contracting office, the program office, the payment office, and the contractor.  

What documentation must the GTR provide?

The GTR must provide the Contracting Officer all documentation related to the performance of the contract that the GTR has not previously provided during the course of the contract.  Such documentation may include documentation concerning Government-furnished property/equipment, the final performance evaluation, payment registers, copies of invoices, deliverables, copies of reports, inspections results and acceptability determinations, and recommendations regarding payment, key personnel, acceptance or rejection of deliverables, disputes, etc.  In short, the entire documented history of the contract needs to be on file.  Any missing pieces must be provided to the contracting office.

Where can I find more information about closeouts?
OCPO has issued Acquisition Instruction 08-1, “Contract Closeout,” that provides detailed instruction on closeout of contracts, including the role and responsibilities of the GTR.  The instruction is available online at the OCPO intranet site.

CHAPTER 11 – PROHIBITED ACTIVITIES AND ETHICS

What activities related to contracts are prohibited? 

Unauthorized commitments.  Only individuals who have been delegated Contracting Officer authority may create contractual commitments on behalf of the Government.  In HUD, the Chief Procurement Officer delegates authority to Contracting Officers using a Notice of Delegation of Authority, commonly called a “warrant.”  The warrant states the limits of the authority (e.g., authority to enter into contract actions up to $1 million).  Contracting Officers may not exceed or redelegate their authority.  Any commitment (e.g., implied or actual) by anyone other than a Contracting Officer acting within his/her authority is unauthorized.

What are some examples of unauthorized commitments?

· Directing the contractor to do work that is not required by the contract (either quantity or type) or work that would increase the contract costs or price.  

· Telling or implying to a contractor that HUD will increase the contract price or costs.

Unauthorized direction of contractor employees.  Contractor employees do not work for HUD.  They work for the firms that HUD has entered into contracts with to perform specific work.  GTRs and GTMs may not direct contractor personnel as if they were their employees.  Concerns about contractor employee performance should be raised to the contractor and the Contracting Officer.  Suspicion of fraud, waste, or abuse by contractor employees should be reported to the HUD Office of the Inspector General (see below) and the Contracting Officer.

What are some examples of improper direction of contractor employees?

· Assigning work

· Reviewing performance

· Disciplining

· Approving work schedules and overtime 

Fraud.  Fraud is normally defined as deception deliberately practiced in order to secure unfair or unlawful gain.  Because they often involve the transfer of substantial funds, Federal contracts are susceptible to fraud.  Both contractors and Government employees have been known to commit fraud.

What types of fraud occur in contracting?

· Pre-award.  Fraud in the pre-award phase of the contracting process includes, but is not limited to activities such as:

· Falsifying a sole source award justification (i.e., asserting that a sole source exists for the purpose of directing a contract award to a specific entity).

· Bid rigging and collusion (i.e., the concerted activity of two or more persons to determine in advance the winning bidder/offeror of a competitively awarded contract);  

· Restricting procurements to exclude or hamper any qualified contractor;

· Improperly disqualifying the proposal or bid of a contractor; and 

· Defective pricing (e.g., submitting prices based upon information that is not current, accurate, and complete).

· Post-award.  Fraud in the post-award phase of the contracting process includes, but is not limited to activities such as:

· Submitting erroneous invoices or vouchers;

· Requesting multiple payments for the same work (“double billing”); 

· Improperly charging costs under the contract; and 

· Substituting products (e.g., of lower quality and cost of production).  

Bribery and illegal gratuities.   Bribery means giving or taking money or something of value in order to influence a public official (any governmental employee) in the performance of his/her duties. HUD employees are prohibited from taking bribes or accepting illegal gratuities (gifts).  Contractors are prohibited from offering bribes or illegal gratuities.  

Conflicts of interest.   A criminal conflict of interest exists when a HUD employee participates in a matter that directly and predictably affects his/her financial interests or the financial interests of the employee’s spouse, minor child, general partner, or organization in which the HUD employee serves as director, trustee, or employee.

Abuse refers to the improper use of HUD resources (e.g., computers and systems) by either contractor or HUD employees.

Misconduct means intentional wrongdoing, by contractor or HUD employees, including such things as:

· Violation of law or rules; and 

· Improper behavior (e.g., physical abuse, assault, or use of controlled substances in HUD facilities).

Waste.  Waste means to spend or use carelessly, or to allow wasteful or inefficient use or spending.  Unlike fraud, misconduct, or abuse, waste may be unintentional and unconscious.  As the Contracting Officer’s “eyes and ears,” GTRs/GTMs should always be alert to the possibility of wasteful practices by contractors, and should report them to the Contracting Officer.  
What should I do if I suspect fraud, waste, abuse, or misconduct?

First, unless it involves him/her, notify the Contracting Officer of any suspected improper contractor activity.  Also, you should report suspected fraud, waste, abuse, or misconduct involving HUD contracts to HUD’s Office of the Inspector General (HUD-OIG) Hotline:

· Phone: (800) 347-3735;

· Fax the OIG Hotline at: (202) 708-4829;

· E-mail: HOTLINE@hudoig.gov; or

· In writing: HUD Inspector General Hotline (GFI), 451 Seventh Street, SW, Washington, DC 20410.

For more information on the OIG and the OIG Hotline, please visit the following OIG websites:

http://www.hud.gov/offices/oig/hotline/index.cfm
http://www.hud.gov/offices/oig/

What ethical standards apply to contracting?

Standards of Ethical Conduct for Employees of the Executive Branch.  All HUD employees must comply with these standards.  Violations of these standards include accepting gifts from sources outside of government; having conflicting financial interests; and misuse of government position.  Violations of the Standards of Ethical Conduct for Employees of the Executive Branch may constitute fraud when an employee’s actions adversely affect the procurement process.

Procurement Integrity.  Section 3.4 of the FAR prohibits certain activities by individuals who are personally and substantially involved in contracts, including GTRs/GTMs, including the prohibition against discussing employment with a contractor to whose contract the GTR/GTM is assigned.  GTRs/GTMs should immediately contact the Contracting Officer if they are contacted by a contractor regarding employment by the contractor.

Appendix 1:  Sample Quality Assurance Surveillance Plan

Sample Performance Requirements Summary 

	1. Performance Objective
	Maintain customer access to automated information during the hours of 6:30 AM and 6:30 PM.

	Contract Reference
	Performance Work Statement (PWS) paragraph 3.2.1

	Performance Standard
	Service must not be closed to access more than 30 minutes during the month  (maximum that access may be down and still be considered satisfactory performance)

	Monitoring Method
	Inspection of contractor trouble log

	Monitoring Process
	GTR will review the contractor’s trouble log monthly to ensure access has been available in accordance with the standard.  The GTR will advise the contractor of findings and document file accordingly for performance evaluation purposes.     

	Incentive 


	· Positive:  Not applicable.  Contractor is being paid for performance to the objective but we recognize there may be times when this is not possible; therefore, the standard allows for those times.  

· Negative:  5% reduction in monthly line item payment (requires contractor input before reduction is taken).




	2. Performance Objective
	Develop and conduct a public outreach program

	Contract Reference
	PWS Paragraph 4.3.5

	Performance Standard
	Perform 8% of the required program each month with 100% of the program completed at the end of each year

	Monitoring Method
	Progress Reports

	Monitoring Process
	GTR (GTM) will review monthly progress report to ensure at least 8% of the program is performed each month.  The GTR will advise the contractor of review and document file accordingly for performance evaluation purposes.    

	Incentive 


	· Positive: Could provide a percentage of yearly program cost if program is completed sixty (60) days before end of each year; OR could provide a lump sum at end of each year if program is completed at least sixty (60) days before end of each year
· Negative:  10% reduction in yearly cost if yearly program is not completed at end of each year (requires contractor input before reduction is taken).  




	3. Performance Objective
	Provide monthly progress report within ten (10) calendar days of end of each month addressing progress made, problems encountered, work to be performed in next reporting period, potential problem areas with recommended corrective action (and anything else contained in the PWS).

	Contract Reference
	PWS paragraph 2.1.1

	Performance Standard
	Same as Performance Objective.

	Monitoring Method
	Review by the GTR and GTM of each report.

	Monitoring Process
	GTR will receive the report and perform review within 3 workday and advise contractor of review and document files accordingly for performance evaluation purposes; OR whatever procedures are developed.  

	Incentive 


	If report is not complete, have contractor re-accomplish report.  If invoice is submitted with report, return invoice to contractor until such time as report is complete and accepted. 

Note:  Progress Reports normally should not be tied to a monetary incentive (positive or negative).  Progress Reports are customary in business, and the cost of producing them is included in a contractor’s general and administrative expenses.


	4. Performance Objective
	Provide timely and efficient network help desk services.

	Contract Reference
	PWS paragraph 5.2.3

	Performance Standard
	90% of technical support questions resolved within 8 working hours; remaining 10% of technical support calls resolved within 24 working hours.

	Monitoring Method
	Monthly review of contractor technical support log and customer complaints.

	Monitoring Process
	GTR will review and analyze contractor logs of technical support calls each month and determine % of calls for technical support being resolved within performance standard.  GTR will review all customer complaints received each month.  The GTR will advise the contractor of findings and document file accordingly for performance evaluation purposes.

	Incentive 


	· Positive – Not applicable.  Contractor is being paid for performance to the objective but we recognize there may be times when this is not possible; therefore, the standard allows for those times.  

· Negative – Reduce monthly line item payment by 5% for less than satisfactory service (requires contractor input before reduction is taken).  



	5. Performance Objective
	Provide Management Plan

	Contract Reference
	PWS paragraph 2.1

	Performance Standard
	Plan is received timely and addresses all areas for carrying out the scope of work with only very minor revisions being required.

	Monitoring Method
	Review of Plan.

	Monitoring Process
	GTR will review the plan and forward to GTM within 2 workdays of receipt.  GTM will review plan within 2 workdays and advise GTR of acceptability or need for revisions.  The GTR will advise the contractor of review findings and document the file accordingly for performance evaluation purposes.  

	Incentive 


	· Positive:  Not applicable.  We expect Plan to be submitted timely with the need for very minor revisions.

· Negative:  Re-performance if deliverable needs revisions, or is unacceptable.   




	6. Performance Objective
	Review all cases assigned and provide an analysis within 10 calendar days of receipt.

	Contract Reference
	PWS paragraph 3.2.3.1

	Performance Standard
	Same as Performance Objective.

	Monitoring Method
	Random sampling of 10% of assigned cases for completion of analysis.

	Monitoring Process
	GTR will review sampled cases to ensure analysis is complete and accurate and completed within required time frame.  The GTR will advise the contractor of findings and document file accordingly for performance evaluation purposes.

	Incentive 


	· Positive:  Not applicable.  Contractor is being paid for performance to the objective.  

· Negative:  Reduce line item payment by 5% if objective is not met (requires contractor input before reduction is taken.




Sample Performance Requirements Matrix

	PERFORMANCE

OBJECTIVE
	PERFORMANCE

STANDARD
	MONITORING

METHOD
	INCENTIVE

	Maintain customer access to automated information during the hours of 6:30 AM and 6:30 PM,

PWS paragraph 3.2.1


	Service must not be closed to access more than 30 minutes during the month
	Inspection of contractor trouble log
	Insert from Summary, if any



	Develop and conduct a public outreach program,

PWS paragraph 4.3.5


	Perform 8% of the required program each month with 100% of the program completed at the end of each year
	Review of monthly progress report
	Insert from Summary, if any

	Provide monthly progress report within ten (10) calendar days of end of each month addressing areas set forth in PWS,

PWS paragraph 2.1.1


	Same as Performance Objective
	Review of monthly progress report
	Insert from Summary, if any

	Provide timely and efficient network help desk services,

PWS paragraph 5.2.3


	90% of technical support questions resolved within 8 working hours; remaining 10% of technical support calls resolved within 24 working hours
	Review of contractor technical support log

Customer complaints
	Insert from Summary, if any

	Provide Management Plan

PWS paragraph 2.1


	Plan is received timely and addresses all areas for carrying out scope of work with only very minor revisions required


	Review of plan
	Insert from Summary, if any

	Review all cases assigned and provide analysis within ten (10) calendar days of receipt,

PWS paragraph 3.2.3.1


	Same as Performance Objective
	Random sampling
	Insert from Summary, if any



Appendix 2:  Template for Contract Monitoring Plan

CONTRACT MONITORING PLAN

	Contract:   
	(Insert Project Title)



	Contract Number:
	(Insert Contract Number)



	Contractor:
	(Insert Name of Contractor)




TABLE OF CONTENTS


3Contract Information


3Administration Overview


3Responsibilities


3Government-Furnished Property or Equipment


3Acceptance of Services


3Invoice Review, Approval and Processing


3Contractor Performance Evaluations


3Contract Closeout


3Quality Assurance Surveillance Plan


3Performance Requirements Summary


3Performance Requirements Matrix





Contract Information 

CONTRACT NUMBER:  


DATE OF AWARD:

PERIOD OF PERFORMANCE:  ______ Base Period     ______ Options

	CONTRACTOR:  


	Name
	

	
	Address
	

	
	Phone Number
	

	
	
	

	KEY CONTRACTOR PERSONNEL:
	
	

	
	Name
	

	
	Address
	

	
	Phone Number
	

	
	Fax Number
	

	
	
	

	


	Name
	

	
	Address
	

	
	Phone Number
	

	
	Fax Number
	

	
	
	

	



	Name
	

	
	Address
	

	
	Phone Number
	

	
	Fax Number
	

	
	
	

	
	
	

	CONTRACTING OFFICER:

	Name
	

	
	Phone Number
	

	
	
	

	CONTRACT SPECIALIST:

	Name
	

	





	Phone Number
	


	GOVT TECHNICAL REPRESENTATIVE  (GTR)
	Name
	

	

	Phone Number
	

	GOVT TECHNICAL MONITOR (GTM)
	Name
	

	





	Phone Number
	

	GOVT TECHNICAL MONITOR (GTM)
	Name
	

	





	Phone Number
	


OVERVIEW OF WORK TO BE PERFORMED:  
Administration Overview

CONTRACT TYPE:

This is a _________________________________ contract  (fill in contract type, e.g., firm-fixed price, cost-reimbursement, time-and-materials, labor hour, etc.) 

This [  ] is, [  ] is not a performance-based contract.  If performance-based, the contract contains 

[  ] positive, [  ] negative incentives.  

Performance will be monitored using the standards and performance measures set forth in the Performance Assessment Plan attached to this monitoring plan (or insert other method for monitoring performance). 

INSPECTION:

Inspection will be accomplished in accordance with the following clauses set forth in the contract (list applicable inspection clauses): 

PAYMENTS:

Payments will be authorized in accordance with the following clauses contained in the contract (list applicable payments clauses):

SUBONCTRACTS:
The prime contractor [  ] will, [  ] will not subcontract portions of the work.

The prime contractor  [  ] is, [  ] is not a small business.  

If contractor is not a small business, the Subcontracting Plan [  ] has, [  ] has not been reviewed by the OSDBU.  If reviewed by the OSDBU, it was approved by the Contracting Officer on _______________ (date).

Responsibilities 
Contracting Officer

The Contracting Officer is responsible for:

Administering the contract:

· Appointing the GTR and GTM(s);

· Negotiating and executing modifications to the contract;

· Making final decisions regarding disputes (though these may be appealed to higher authority); 

· Negotiating settlements resulting from change orders, disputes, terminations for convenience, etc.;

· Consenting to the placement of subcontracts under cost-reimbursement type contracts;

· Maintaining the official contract file;

· Requesting audits;

· Terminating contracts for convenience and for default;

· Performing administrative closeout of contracts, including negotiation of the final settlement.

Communicating with Contractor and GTR:

· Ensuring that the parties to the contract are informed of their responsibilities;

· Notifying the contractor of the designation and redesignation of the GTR and GTM(s) and the extent of their authority;

· Providing the GTR with copies of all correspondence and contract actions (e.g., modifications) issued to the contractor;

· Promptly resolving performance problems identified by the GTR or the contractor;

Monitoring and Certifying Payments

· Monitoring contractor expenditures and costs (cost-reimbursement contracts only).  (The Contracting Officer usually delegates this responsibility to the GTR);

· Ensuring that work products are delivered in accordance with the terms and conditions of the contract.  (The Contracting Officer usually delegates monitoring and inspection of deliverables to the GTR);

· Certifying payment of contractor’s final voucher (cost-reimbursement contracts only) or any disputed invoices or vouchers; 

· Disallowing contractor costs, when warranted (cost-reimbursement type contracts only);

Government Technical Representative (GTR) and Government Technical Monitor (GTM) 

The GTR’s and GTM’s responsibilities are listed in their appointment memoranda issued by the Contracting Officer on [insert dates of appointments and revisions, if any] _____________.  The current appointment(s) is (are) attached.

Milestones 

Government Actions/Activities

List all key actions (e.g., issuance of preliminary notices to exercise options, interim and final performance evaluations, exercise of option periods, final invoice approval and closeout of files).  Hard copy printout of the milestones record in HUD Procurement System (HPS) may be inserted.

Note: HPS is required to be used for tracking milestones and must be kept current.  Information on HPS, including a quick reference guide, may be found on the OCPO intranet site at:

http://hudatwork.hud.gov/po/arc/systems/hps.cfm

Contractor Critical Tasks/Events/Deliverables

Include key task completion dates, and reports, deliverables (including drafts), invoices, and any other data the contractor is required to submit to the Government.  Hard copy printout of the most current milestones record in HUD Procurement System (HPS) may be inserted.

Reports:

Contractor Progress Reports [  ] are, [  ] are not required.  

A Contract Management System in accordance with HUDAR 2442.1106 and clause 2452.242-71

[  ]  is,  [  ] is not required.  (If a Contract Management System is required, attach or reference the Baseline Plan and reporting schedule.)

Deliverables:

Specific deliverables [  ] are, [  ] are not required under this contract (attach or reference deliverables list)

Government-Furnished Property or Equipment

(If Applicable)

Government-furnished property [  ] will, [  ] will not be provided to the contractor.  The parties have familiarized themselves the applicable clauses in the contract to ensure both the contractor and the Government comply with the requirements for Government-furnished property and/or equipment.    

The following property/equipment will be furnished to the contractor (give complete description of item(s), including model numbers, serial numbers, location of property, and identify who is responsible for providing it to the contractor and when):  

The following procedures will be followed concerning Government-furnished property/equipment:  

(how/when property/equipment will be: provided to the contractor; inventoried; and returned to the Government)  

Acceptance of Services

The following procedures will be used for acceptance of services under this contract: 

Invoice Review, Approval and Processing 

The procedures for receipt and review of invoices, the processing of any unacceptable invoices, and the processing of invoices for payment are: 

Final invoices will be processed as follows:

Contractor Performance Evaluations

The procedures for origination, completion and resolution of contractor performance evaluations are:

Contract Closeout

The GTR will provide to the Contracting Officer all documentation related to the performance of the contract that the GTR has not previously provided during the course of the contract within ______ days of the approval signature of the Contracting Officer on the final invoice.

Quality Assurance Surveillance Plan

CONTRACT Number _________________________

Performance Requirements Summary

	1. Performance Objective
	

	Contract Reference

(e.g., line item, task number)
	

	Performance Standard
	

	Monitoring Method
	

	Monitoring Process
	

	Incentive 

(Suggestions Only)


	


	2. Performance Objective
	

	Contract Reference
	

	Performance Standard
	

	Monitoring Method
	

	Monitoring Process
	

	Incentive 

(Suggestions Only)


	


Performance Requirements Matrix

(to be included in the solicitation and contract)

	PERFORMANCE

OBJECTIVE
	PERFORMANCE STANDARD
	MONITORING

METHOD
	INCENTIVE
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