Revisions to Payment Instructions

PGI Case 0000-P072

PGI 204.7108  Payment instructions.


(a)  Scope.  This section applies to contracts [and any separately priced orders] that-- 

(1)  Include contract line items that are funded by multiple accounting classification citations for which a contract line item or items are not broken out into separately identifiable subline items (informational subline items are not separately identifiable subline items);

(2)  Contain cost-reimbursement or time-and-materials/labor-hour line items; or

(3)  Authorize financing payments.


(b)  For contracts [and orders] covered by this subpart, the contracting officer shall establish instructions in Section G (Contract Administration Data), under the heading “Payment Instructions for Multiple Accounting Classification Citations,” to permit the paying office to charge the accounting classification citations assigned to that contract line item (see DFARS 204.7104-1(a)) in a manner that reflects the performance of work on the contract.  If additional accounting classification citations are subsequently added, the payment instructions must be modified to include the additional accounting classification citations.  [Also, contracting officers shall not issue modifications that would create retroactive changes to payment instructions.  All payment instruction changes shall be effective as of the date of the modification.]


(c)  Payment instructions— 



(1)  Shall provide a methodology for the payment office to assign payments to the appropriate accounting classification citation(s), based on anticipated contract work performance;


(2)  Shall be consistent with the reasons for the establishment of separate contract line items.  



(3)  For contracts [or orders] other than those that provide for progress payments based on costs, shall be selected from those provided in paragraph (d) of this section;



(4)  For contracts [or orders] that provide for progress payments based on costs, shall use the instructions in paragraph (d)(11) of this section unless the administrative contracting officer authorizes use of one of the other options in paragraph (d);


      (5)  Shall be revised to address the impact of changes to contract funding or significant disparities between existing instructions and actual contract performance.


(6)  Shall state at what level (contract, contract line, subline, exhibit line, or ACRN) the payment instructions should be applied.


(7)  Shall not be mixed within a level by contract type.  For example, if the instructions apply at the contract level, there can be only one payment instruction for each contract type.  If the instructions apply at the contract line or subline level, there can only be one payment instruction per contract line or subline item.


(8)  For contracts [or orders] that contain a combination of fixed-price, cost-reimbursement, and/or time-and-materials/labor-hour line items, shall at a minimum include separate instructions for each contract type of contract line item (e.g., contract-wide proration for fixed-price line items and contract-wide ACRN level for cost-reimbursement line items.


(9)  For contracts [or orders] that contain foreign military sales requirements, shall include instructions for distribution of the contract financing payments to each country's account. 


(10)  Shall use one of the standard payment instructions in paragraphs (d)(7) through (11) of this section unless the contracting officer documents in the contract file that there are significant benefits of requiring contractor identification of the contract line item on the payment request.

(d)  [The numbered payment instructions ((d)(1) through (12)) below correspond to the automated payment instructions in the supporting systems; therefore, care should be exercised when identifying the numbered paragraph below in Section G of the contract.]  Include [either] one [contract-wide instruction or one or more line item specific instructions.  The contracting officer shall not use a combination of contract-wide and line item specific instructions.] or more of the following payment instructions in Section G in accordance with the requirements of this section: 



(1)  Line item specific: single funding.  If there is only one source of funding for the contract line item (i.e., one ACRN), the payment office will make payment using the ACRN funding of the line item being billed.



(2)  Line item specific: sequential ACRN order.  If there is more than one ACRN within a contract line item, the payment office will make payment in sequential ACRN order within the line item, exhausting all funds in the previous ACRN before paying from the next ACRN using the following sequential order: Alpha/Alpha; Alpha/numeric; numeric/alpha; and numeric/numeric.



(3)  Line item specific: contracting officer specified ACRN order.  If there is more than one ACRN within a contract line item, the payment office will make payment within the line item in the sequence ACRN order specified by the contracting officer, exhausting all funds in the previous ACRN before paying from the next ACRN.



(4)  Line item specific: by fiscal year.  If there is more than one ACRN within a contract line item, the payment office will make payment using the oldest fiscal year appropriations first, exhausting all funds in the previous fiscal year before disbursing from the next fiscal year.  In the event there is more than one ACRN associated with the same fiscal year, the payment amount shall be disbursed from each ACRN within a fiscal year in the same proportion as the amount of funding obligated for each ACRN within the fiscal year.



(5)  Line item specific: by cancellation date.  If there is more than one ACRN within a contract line item, the payment office will make payment using the ACRN with the earliest cancellation date first, exhausting all funds in that ACRN before disbursing funds from the next.  In the event there is more than one ACRN associated with the same cancellation date, the payment amount shall be disbursed from each ACRN with the same cancellation date in the same proportion as the amount of funding obligated for each ACRN with the same cancellation date.



(6)  Line item specific: proration.  If there is more than one ACRN within a contract line item, the payment office will make payment from each ACRN in the same proportion as the amount of funding currently unliquidated for each ACRN.



(7)  Contract-wide: sequential ACRN order.  The payment office will make payment in sequential ACRN order within the contract [or order], exhausting all funds in the previous ACRN before paying from the next ACRN using the following sequential order: alpha/alpha; alpha/numeric; numeric/alpha; and numeric/numeric.



(8)  Contract-wide: contracting officer specified ACRN order.  The payment office will make payment in sequential ACRN order within the contract [or order], exhausting all funds in the previous ACRN before paying from the next ACRN in the sequence order specified by the contracting officer.



(9)  Contract-wide: by fiscal year.  The payment office will make payment using the oldest fiscal year appropriations first, exhausting all funds in the previous fiscal year before disbursing from the next fiscal year.  In the event there is more than one ACRN associated with the same fiscal year, the payment amount shall be disbursed from each ACRN within a fiscal year in the same proportion as the amount of funding obligated for each ACRN within the fiscal year.



(10)  Contract-wide: by cancellation date.  The payment office will make payment using the ACRN with the earliest cancellation date first, exhausting all funds in that ACRN before disbursing funds from the next.  In the event there is more than one ACRN associated with the same cancellation date, the payment amount shall be disbursed from each ACRN with the same cancellation date in the same proportion as the amount of funding obligated for each ACRN with the same cancellation date.



(11)  Contract-wide: proration.  The payment office will make payment from each ACRN within the contract [or order] in the same proportion as the amount of funding currently unliquidated for each ACRN.



(12)  Other.  If none of the standard payment instructions identified in paragraphs (d)(1) through (11) of this section are appropriate, the contracting officer may insert other payment instructions, provided the other payment instructions--




(i)  Provide a significantly better reflection of how funds will be expended in support of contract performance; and




(ii)  Are agreed to by the payment office and the contract administration office.
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