	Administration Guidelines

Time & Materials / Cost Plus Contract
	  Attachment III-4



Controlling productivity and managing materials and scope changes are major issues on time and materials and cost plus contracts.  Daily involvement is necessary so that productivity can be monitored.  On an extended contract, contract administrators should follow contract performance expectations closely and not allow contractor productivity to decrease.

A time and materials contract contains terms where the Company pays a certain rate for labor and equipment, although contractor-supplied materials are usually on a cost-plus basis.

In a time and materials contract:

· The maximum risk is on the Company.
· The contractor has little or no incentive to cut costs.
· Both parties spend a large amount of time performing administrative tasks.
· The Company spends large amounts of administrative time inspecting work.
· The contractor always makes a profit.
· The contractor has no definite specifications.
· Contractors can usually be replaced easily.
· Materials should be monitored very carefully.
A cost plus contract can be based on the contractor’s cost to perform the work plus a fixed fee or cost plus a percentage of the project cost.  Based on preliminary design and project specifications, the contractor arrives at a project target estimate.  This is the anticipated project cost less changes in complexity and quantities.  Fee arrangements include fixed amounts, monthly fees, percentage of total cost, or fee plus incentives that may be based on quality, schedule, productivity, and total project cost.

In a cost plus contract:

· A high level of risk is on the Company in the management of scope changes and to ensure productivity targets are maintained.  Changes in scope or quantities directly impact the total cost and may impact the schedule if resource issues exist.  The contractor has an opportunity to be shielded from poor productivity.  In order to avoid this, the contract should include productivity targets to ensure the contractor maximizes efficiency and minimizes mistakes.

· A definite and mutually acceptable written subcontracting procedure should be established.

· Identification of who is to supply materials must be identified.  If the contractor is to supply materials, method of procurement and review procedures should be developed and agreed upon.

· There must be a clear understanding and agreement concerning the determination and payment of the contractor’s fee.  This not only covers the amount of the fee but also the method by which the fee will be paid during the life of the contract.  A statement concerning any variation of fee with changes in scope of work should be included in the contract.

· A common understanding regarding the accounting methods to be followed is essential.  Many problems and controversies can be avoided by working out in advance the details of record keeping for purchasing and the reimbursement procedure.  The Company must maintain accurate and detailed cost information for tax, insurance, and depreciation purposes.

· A list of job costs to be reimbursable to the contractor should be set forth; i.e., what is a reimbursable cost vs. what is included in the contractor’s fee.

· The contract administrator may provide additional on-site staff to ensure that roadblocks are removed, productivity is maximized, and to ensure quality installation is provided.
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The matrix below provides the contract administrator a suggested guide on duties that should be performed.  Every task in the matrix may or may not apply depending upon the contract.

	What to do...
	Guidelines

	Learn Your Contract
	Write a contract summary – Summarize scope, list contractor responsibilities, list contractor contacts, list Company responsibilities, list important milestones or scheduled events, list documents needed for controls, and attach it to the front of your contract.  Make sure you clearly understand the quality specifications and the schedule requirements. 

	Establish a Quality Inspection Procedure 
	Quality inspection requirements will be based on a variety of factors.  Determine what testing or documentation will be required to ensure that the specifications are being followed.  Generally, your inspection procedure should take into account the following concerns:

· Inferior or substandard workmanship

· Inferior equipment or materials 

· Cost cutting attempts by the contractor that could affect work product

· Work performed by the contractor that could damage Company property or cause unnecessary change orders to the contractor’s benefit

· Company materials may be wasted, stolen, or misused


	Prepare Productivity Expectations (Not every project may necessitate this step.)
	Before the project begins, prepare a productivity report with your performance expectations based on historical data you may have from other projects.  If necessary, contact other Company personnel who may have had experience in the project area.  Always use aggressive but achievable goals in the report then give the contractor an opportunity to explain why those goals might not be met.  

	Maintain a Log
	Maintain a daily diary or a log sheet and record inspection times and unusual happenings related to the contract.


	What to do...
	Guidelines

	Conduct a Pre-work Meeting
	Conduct a Pre-work meeting.  Be sure to:

· Involve all appropriate parties

· Discuss the productivity report in detail and then make any changes you feel are necessary

· Discuss the expected work schedule

· Indicate quality expectations

· Discuss job site rules in detail 

· Review the safety requirements included in the contract and other site-specific information

· Discuss meeting frequency and who should attend

· Indicate that the work will be monitored continuously

· Discuss how time sheets will be submitted

· Discuss Company support requirements, i.e. power, water, communications, access or interface to Southern Company information systems

· Discuss equipment expectations

· Encourage the contractor to recommend work-saving alternatives and schedule progress (as compared to original)

· Company concerns (quality and schedule)

· Plans to address concerns

· Record minutes (tape recorder if possible) of meeting and distribute for comments to all that attended 

· Review with contractor the APCO Contractor Drug & Alcohol Testing and Background Check Guidelines and verify that compliance has, or will be observed
· Review contractual safety information

	Stay Abreast of your Project 
	Being visibly involved is one of the best controls for administering a contract.  Daily, if not more frequently:

· Meet informally with the contractor

· Ensure quality controls are followed

· Ensure Company responsibilities are met 

· Ensure personnel / timekeeping controls are functioning 

· Observe actual work in progress

· Compare progress to schedule

· Observe actual productivity

· Look for efficiency gains 

Observe safety practices that impact Company employees’ property and customers

	Review Work Regularly
	If the work is for an extended period of time, review performance at scheduled intervals.

	Require Progress Reports
	Require the following documentation from the contractor:

· Weekly progress reports

· Daily manpower loading

· Daily time sheets listing details of all people and equipment used


	What to do...
	Guidelines

	Determine Monitoring Requirements
	Inspection requirements will be based on a variety of factors.  On a time and materials and cost plus contract, you will have to check work daily to ensure that the contractor is working as required by the contract.  Generally, your inspection schedule should take into account the following concerns:

· The contractor works according to the time schedule requirements

· The contractor has manpower and type of equipment available per contract specifications

· The equipment is being used in accordance with contract requirements on a daily basis

· Work performed by the contractor that could damage Company property or cause unnecessary change orders to the contractor’s benefit

· Company materials may be wasted, stolen, or misused



	Conduct Scheduled Meetings
	Conduct scheduled meetings if the project is high dollar, has a high legal risk, or if the project will last longer than one month.  Discuss:

· Schedule progress as compared to the schedule set forth in the contract

· Productivity
· Contractor concerns

· Company concerns (quality and schedule)

· Plans to address concerns 

	Conduct Unscheduled Meetings
	Conduct unscheduled meetings if:

· Schedule is not being met

· Specifications are not being followed

· Quality is not controlled

· Safety concerns arise

	Respond to Contractor Correspondence


	Always respond in writing to correspondence received from the Contractor.  Failure to respond in writing may waive our rights under the contract.  If a dispute is involved, or if you are unsure of the appropriate response, contact the LSO.  Examples of correspondence you may receive:

· Meeting minutes

· Requests for a contract change

· Requests for extra compensation

· Requests for more time/delays

· Requests for information

· Allegation of action/inaction by the Company impacting contractor's performance


	What to do...
	Guidelines

	Review Invoice
	Review the invoice and contract simultaneously to ensure that the contractor is paid no more or no less than is required by the contract.  Review the time sheets carefully when comparing to invoices.  Contact the LSO immediately if a dispute arises.

	Prepare for Close-out
	A site walk down should be conducted and a punch list developed to determine if anything needs to be accomplished prior to the contractor leaving the site.  Meet with the contractor at appropriate intervals and discuss:
· Punch list progress

· Schedule and productivity concerns

· Quality concerns

· Performance expectations that were or were not met

· Clean up requirements for the project that haven’t been met

· Resolve claims and back charges

	Close-out
	Before the contractor leaves the site, ensure that the following items have been accomplished.  Have a meeting, if necessary, and discuss:
· Release of all equipment clearances

· Completed punch list

· Physical inventory of contractor tools and equipment

· Whether all Company materials have been returned properly, including drawings, diagrams, tools, materials, etc.

· Whether security badges, keys, and access cards have been returned and access to information systems have been removed
· A release of all liens
· Warranty documentation is in hand and delivered 

· All drawings are complete and delivered, including as-builts
· Quality records are complete

· Operating and maintenance manuals are delivered

· Contract and all associated documentation (claims, extra work, letters, back charges, etc.) are complete

· Proper disposition of surplus and scrap materials

· Final invoice

	Review Final Invoice
	Review the final invoice and contract simultaneously to ensure that the contractor is paid no more or no less than is required by the contract.  Review the time sheets carefully when comparing to invoices.  Contact the LSO immediately if a dispute arises.


	What to do...
	Guidelines

	Conduct a Post-project Critique Meeting
	Conduct a post-project critique meeting.  If necessary, discuss:

· Schedule concerns

· Quality concerns

· Performance expectations that were or were not met

· Clean up requirements for the project that haven’t been met

· Whether all Company materials have been returned properly, including drawings, diagrams, tools, materials, etc.

· Whether security badges, keys, and access cards have been returned, and access to information systems has been removed

	Close Out the Contract
	· Ensure that all open Work Orders, Purchase Orders, EWAs, and GWOs are closed when the work is complete
· Ensure that spare parts are received and stored properly
· Ensure that all unused parts, excess materials, etc. are properly disposed of

	Contractor Evaluation
	Perform contractor evaluations after every outage or project and/or annually utilizing the appropriate template.  Refer to the Contractor Evaluation Form (Attachment III-9). 
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