STANDARD OPERATION PROCEDURES

FOR

RAC INVOICE REVIEW

1.  OVERVIEW

     LANTDIV changed their invoice process for all RAC contracts in February 1999 to incorporate a common business approach as requested by NAVFAC.  The purpose of this standard operating procedure is to provide general guidance for this new invoicing process. 

     It should be stressed that the purpose of the invoice review is to provide quality assurance to the RAC program.  The contractor is providing quality control, and this is our way of obtaining the assurance that it is working to our (LANTDIV) standards.

     The main thrust of this new invoice process is to: use a single invoice, SF 1034, for the period (the month) as opposed to billing by individual task orders; to receive 100% backup on approximately 25% (determined monetarily) on all invoiced task orders; to focus the evaluation of the invoice by using check sheets;  (LANTDIV requirement) to resolve as many invoice issues as possible (prior to payment); and to make payment to the contractor within 30 days of receipt of the invoice.

     The following attachments are provided to assist you in understanding the process, and providing the tools for the process:  1) Flowchart,  2) JA JONES Milestones, 3) OHM Milestones, 4) Contract Specialist Invoice Review CheckList, 5) Code 05/18 (Technical) Invoice Review CheckList,  and 6) Invoice Exception Report.

2.  TASK ORDER SELECTION

Each month the contractor will provide the Contract Administrator (CA) the forecasted task orders and approximate dollar amounts (associated with those task orders) approximately 15 days prior to the actual invoice date.  This will allow the government sufficient time to determine and request which invoices the contractor will provide w/100% backup for review.

The COTR will represent all Code 18 requests, the RAC-CM will represent all Code 05 requests, and the CA will represent all Code 02 requests.  Although every effort will be made to accommodate the individual request, the CA reserves the right to de-scope the request if there are too many selections for review.

The selection process may be based upon dollar value, complexity, noted areas of concern, projects that require close scrutiny like the PMO, or random selection.  Basically any reasonable rationale can serve as a basis for selection.  However, the review should consider rotation of task orders selected and the inherent risk associated with the cost incurred.  (Task Orders with less than $1000 invoiced should be excluded).  Due to the high level of paper and the high cost of labor needed in the review process, the selection of task orders should be limited to a minimum to ensure adequate coverage and completion of the process.  The objective is to conduct invoice review on a sampling basis.  

The Contract Administrator, COTR and RAC-CM take part in selecting which task orders (app. 25% monetarily) will receive 100% back-up and exactly who receives it (by name) and provide this data to the contractor approximately 10 days prior to the actual invoice date.  Generally, this will consist of a Code 02 representative as well as either a Code 18 or Code 05 representative.  The rule of thumb is that Code 18 will receive this backup prior to and through completion of the work plan - - Code 05 to receive backup after work plan approval.  Note: The Contract Specialists, RPMs, and AROICCs, may submit a request for 100% review at anytime to their respective Contract Administrator, COTR or RAC-CM, who will represent/select same at the next monthly selection.  

While the selected task orders are the focus of the review the contractor is still required to provide summary reports for all other invoiced task orders.  These summary reports are organized and provided in various formats to present useful data to all that may need to review them.  These summary reports (invoices) should be reviewed for cost reasonableness, but the check sheets need not be used.  If the reviewer questions the cost than the reviewer should coordinate the issue(s) with the contractor’s Project Manager for resolution.  If the reviewer is still unsatisfied, he/she may forward a request to obtain 100% backup for all the areas in question.  This request shall be honored and the data shall be provided within 2 days of the contractor receiving the notice to provide this data.

3.  INVOICE REVIEW BY CODES 02, 18 and/or 05
The Navy has a responsibility to review the invoice for allowable charges.  The process starts upon receipt of the invoices: for JA Jones this is approximately the 15th of the month (see attachment 2); for OHM this is approximately the 22nd of the month (see attachment 3). 

The reviewers have 10 calendar days to: complete the review of the invoices in accordance with their respective checksheet (attachments 4 & 5), resolve as many issues with the contractor’s Project Manager as possible, furnish any unresolved issues via the Invoice Exception Report (attachment 6) to your respective POC (CA, COTR, or RAC-CM), and provide certification for payment of all undisputed amounts.   

It is noted that the contractor shall make every effort to invoice all cost directly under his control within 90 days.  That is, all costs other than subcontractor costs.  The purpose of this is to invoice for items that the reviewers have current knowledge and/or records to support the cost items.  Although the contractor is allowed to invoice beyond the 90-day period, confirmation of costs becomes more difficult and may result in suspended or disallowed costs.  Reviewers are requested to give an honest review for cost items beyond 90 days and are cautioned not to suspend or disallow these costs merely because they are older than the 90-day limit.  

Code 02 focuses their review by: ensuring current and cumulative rates are accurate, verifying indirect rates against provisional rates vs. ceiling (negotiated maximum) rates, checking labor ceiling rates (negotiated), checking DBA and SCA rates, checking large dollar team subcontracts for adequate support consistent with the terms of the subcontract agreement, checking per diem and JTR (maximum) rates, and checking rental equipment for lease vs. purchase analysis.

AROICC/RPM focuses their review by verifying that the following are necessary and reasonable charges: direct labor hours (field/home office labor), inventory charges, field purchases, subcontracts, other direct costs, travel charges (Code 02 will check per diem max rates), equipment charges (owned), rental equipment, temporary services, and government property.  

For all undisputed amounts, Code 05 and Code 18 shall provide certification for payment of their task orders, in accordance with verbiage provided via the COTR. 

4. REPORTING UNRESOLVED INVOICE ISSUES

As stated previously, the reviewers have 10 calendar days, from receipt of the invoice, to furnish any unresolved issues to their respective POC (CA, COTR, or RAC-CM), and/or provide certification for payment (usually by E-mail).

All unresolved issues should be provided via the Invoice Exception Report (attachment 6) to your respective POC (Contract Administrator, COTR, or RAC-CM).

The Contractor Administrator, COTR, or RAC-CM shall have 7 calendar days to resolve, suspend, or determine unallowable cost for their respective codes.  They will make every effort to coordinate with the contractor to resolve questionable costs prior to forwarding the Invoice Exception Report (along with a recommendation to either disallow certain cost or to formally question the cost) to the Contract Administrator.  

The Contract Administrator will compile all Invoice Exception Reports, apply cost build-ups where applicable, and forward this data, by task order, to the Code 02 invoicing clerk.  Additionally, if the Contract Administrator finds a systemic problem that impacts charging for the entire contract, the contractor will be requested to assist and identify the overall impact (cost) and be responsible to remit credits as appropriate.  DCAA may also be requested to provide input, as necessary. 

All suspended or disallowed costs must be resolved.  In accordance with FAR 52.242-1, and the terms of the contract, the contractor shall have 60 days to respond justifying the allowance of the costs.  The reviewer who disallowed the cost will be provided the contractors response for resolution, shall coordinate with the contractor’s PM for agreement, and provide the CA with the results (within 30 days of receipt of the contractor’s response).  If the contractor fails to respond within 60 days, the suspension or disallowed costs shall remain.

5. CERTIFICATION THROUGH PAYMENT OF INVOICE 

For all undisputed amounts, Code 05 and Code 18 shall provide certification for payment of their task orders, in accordance with verbiage provided via the COTR.  For task orders with suspended/disallowed cost, the Invoice Exception Report contains the necessary certification at the bottom of the document.

After receipt of the reviewer’s comments, the COTR shall provide certification with verbiage to the effect of, “I hereby certify that the labor charges and other costs specified herein are reasonable and accurately reflect the work accomplished by the contractor.”  This certification shall be provided to the CA and act as certification for the entire invoice.  The CA will ensure that this certification is filed with the SF1034.  

The results of the invoice review will then be approved for payment by the Contracting Officer and forwarded to LANTDIV 014 (93-3032 and 93-3033) or DFAS Oakland (97-5000), as required, for final processing of one payment for the total CTOs for that month (per contract).  Regardless of who does the final processing, DFAS Oakland shall make the actual payment to the contractor.

6.  WHAT HAPPENS TO THE DISALLOWED COSTS?

A suspension/disallowance letter is sent to the contractor notifying him of specific items, by task order that were short-paid.  In accordance with FAR 52.242-1, and the terms of the contract, the contractor shall have 60 days to respond justifying the allowance of the costs.  The reviewer who suspended/disallowed the cost shall be provided the contractors response for resolution, shall coordinate with the contractor’s PM for agreement, and provide the CA with the results (within 30 days of receipt of the contractor’s response).  If the contractor fails to respond within 60 days the suspension or disallowed costs shall remain.

The CA will ensure that appropriate action is taken for all agreed upon items (between the reviewer and the contractor). 

If the contractor disagrees with the reviewer (thereby forming a dispute) - - then an independent audit will be performed by the CA or contracting officer, resulting in a contracting officer’s decision, to either pay or deny the cost.  DCAA shall be notified as deemed appropriate.

7.  WHERE DO I GET HELP?

The government has not given up the right to review, suspend, or determine disallowed costs, if the process dates are not met.  Reviewers are encouraged to review cost anytime and provide the results to the CA for appropriate action.

Personnel needing assistance should contact their POC, as follows:

Code 02 personnel should contact the RAC Contract Administrator;

    Code 18 (RPM) personnel should contact the COTR; and 

Code 05 (ROICC) personnel should contact the RAC-CM.

Suggestion(s) for improvement to the invoicing process should be submitted to the RAC contract administrator, Mr. Daniel Ford.  Please send your comments via E-Mail.

Attachments:

1. RAC Invoice Process Flowchart

2. RAC-POL 93-3033 - - Milestones

3. RAC 93-3032 & 97-5000 - - Milestones

4. Code 0211 Check List for Invoice Review

5. Technical Invoice Review Check List

6. Invoice Exception Report

