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Final Rule
(Text that is stricken and highlighted will be relocated 

to Procedures, Guidance, and Information (PGI))
PART 232—CONTRACT FINANCING
232.006  Reduction or suspension of contract payments upon finding of fraud.
232.006-5  Reporting.

Departments and agencies, in accordance with department/agency procedures, shall prepare and submit to the Under Secretary of Defense (Acquisition, Technology, and Logistics), through the Director of Defense Procurement and Acquisition Policy, annual reports (Report Control Symbol DD-AT&L(A)1891) containing the information required by FAR 32.006-5.

[232.007  Contract financing payments. 

(a)  DoD policy is to make contract financing payments as quickly as possible.  Generally, the contracting officer shall insert the standard due dates of 7 days for progress payments, and 14 days for performance-based payments and interim payments on cost-type contracts, in the appropriate paragraphs of the respective payment clauses.  For interim payments on cost-reimbursement contracts for services, see 232.906(a)(i).

(b)  The contracting officer should coordinate contract financing payment terms with offices that will be involved in the payment process to ensure that specified terms can be met. Where justified, the contracting officer may insert a due date greater than, but not less than, the standard.  In determining payment terms, consider-



(i)  Geographical separation;


(ii)  Workload;


(iii)  Contractor ability to submit a proper request; and


(iv)  Other factors that could affect timing of payment.]

232.070 Responsibilities. 

(a)  The Director of Defense Procurement and Acquisition Policy, Office of the Under Secretary of Defense (Acquisition, Technology, and Logistics) (OUSD(AT&L)DPAP) is responsible for ensuring uniform administration of DoD contract financing, including DoD contract financing policies and important related procedures.  Agency discretion under FAR Part 32 is at the DoD level and is not delegated to the departments and agencies. Proposals by the departments and agencies, to exercise agency discretion, shall be submitted to OUSD(AT&L)DPAP through the DoD Contract Finance Committee (see 232.071).


(b)  * * *

(c)  [See PGI 232.070(c) for information on department/agency contract financing offices.]  
The Under or Assistant Secretary, or other designated official, responsible for the comptroller function within the department or agency is the focal point for financing matters at the department/agency headquarters.  Departments and agencies may establish contract financing offices at operational levels.


 (1)  Department/agency contract financing offices are-




(i)  Army: Office of the Assistant Secretary of the Army (Financial Management);



(ii)  Navy: Office of the Assistant Secretary of the Navy (Financial Management and Comptroller), Office of Financial Operations;



(iii)  Air Force: Air Force Contract Financing Office (SAF/FMPB);



(iv)  Defense agencies: Office of the agency comptroller.



(2)  Contract financing offices should participate in-




(i)  Developing regulations for contract financing;



(ii)  Developing contract provisions for contract financing; and



(iii)  Resolving specific cases that involve unusual contract financing requirements.
232.071  Contract Finance Committee. [Reserved] 

(a)  The Contract Finance Committee consists of-



(1)  A representative of OUSD(AT&L)DPAP, serving as the Chair;


(2)  A representative of the Comptroller of the Department of Defense;


(3)  A representative of the Defense Finance and Accounting Service;


(4)  A representative of the Civilian Agency Acquisition Council (for matters pertaining to the FAR);


(5)  A representative of the National Aeronautics and Space Administration (for matters pertaining to the FAR);


(6)  An advisory consultant from the Defense Contract Audit Agency; and


(7)  Two representatives of each military department and the Defense Logistics Agency (one representing contracting and one representing the contract finance office).


(b)  The Committee-



(1)  Advises and assists OUSD(AT&L)DPAP in ensuring proper and uniform application of policies, procedures, and forms;


(2)  Is responsible for formulating, revising, and promulgating uniform contract financing regulations;


(3)  May recommend to the Secretary of Defense through OUSD(AT&L)DPAP further policy directives on financing; and


(4)  Meets at the request of the Chair or a member.

* * * * *
SUBPART 232.1--NON-COMMERCIAL ITEM PURCHASE FINANCING
* * * * *
232.108  Financial consultation. 
See 232.070 for offices to be consulted regarding financial matters within DoD.

* * * * *
SUBPART 232.2--COMMERCIAL ITEM PURCHASE FINANCING
* * * * *
232.206  Solicitation provisions and contract clauses.


(d)  Instructions for multiple appropriations.  If the contract contains foreign military sales requirements, the contracting officer shall provide instructions for distribution of the contract financing payments to each country's account. 
* * * * *
232.207  Administration and payment of commercial financing payments. 

(b)(2)  If the contract contains foreign military sales requirements, each approval shall specify the amount of contract financing to be charged to each country's account.

* * * * *
SUBPART 232.4--ADVANCE PAYMENTS [FOR NON-COMMERCIAL ITEMS] 
232.404  Exclusions.


(a)(9)  The requirements of FAR Subpart 32.4 do not apply to advertisements in high school and college publications for military recruitment efforts under 10 U.S.C. 503 when the contract cost does not exceed $500 [$2,500]. 
232.409  Contracting officer action.
232.409-1  Recommendation for approval.


[Follow the procedures at PGI 232.409-1 for preparation of the documents required by FAR 32.409-1(e) and (f).] 
To ensure uniform application of this subpart (see FAR 32.402(e)(1)), the departmental/agency contract financing office shall prepare the documents required by FAR 32.409-1(e) and (f).
232.410  Findings, determination, and authorization.


[If an advance payment procedure is used without a special bank account, follow the procedures at PGI 232.410.]  

(b)  If an advance payment procedure is used without a special bank account, replace paragraph (a)(4) of the Findings, Determination, and Authorization for Advance Payments at FAR 32.410 with:



"(4)  The proposed advance payment clause contains appropriate provisions as security for advance payments.  These provisions include a requirement that the outstanding advance payments will be liquidated from cost reimbursements as they become due the contractor.  This security is considered adequate to protect the interest of the Government."
* * * * *
SUBPART 232.5--PROGRESS PAYMENTS BASED ON COSTS
* * * * *
232.501-2  Unusual progress payments.


[Follow the procedures at PGI 232.501-2 for approval of unusual progress payments.] 

(a)  Unusual progress payment arrangements require the advance approval of the Director of Defense Procurement and Acquisition Policy, Office of the Under Secretary of Defense (Acquisition, Technology, and Logistics) (OUSD(AT&L)DPAP).  Contracting officers must submit all unusual progress payment requests to the department or agency contract financing office for approval, coordination with the Contract Finance Committee (see 232.071), and submission to OUSD(AT&L)DPAP.
232.501-3  Contract price.


(b)  The contracting officer may approve progress payments when the contract price exceeds the funds obligated under the contract;[,] provided, the contract contains an appropriate Limitation of Funds clause.  However, the contracting officer must limit such payments [limits the Government’s liability] to the lesser of-



(i)  The applicable rate (i.e., the lower of the progress payment rate, the liquidation rate, or the loss-ratio adjusted rate); or


(ii)  100 percent of the funds obligated.

* * * * *
232.503-15  Application of Government title terms.


(d)  An administrative contracting officer (ACO) determination that the contractor's material management and accounting system conforms to the standard at 252.242-7004(f[e])(7) constitutes the contracting officer approval requirement of FAR 32.503-15(d).  Prior to granting blanket approval of cost transfers between contracts, the ACO should determine that-

* * * * *
SUBPART 232.6--CONTRACT DEBTS
232.605  Responsibilities and cooperation among Government officials.


(b)  Disbursing officers are those officials designated to make payments under a contract or to receive payments of amounts due under a contract.  At installations where integrated accounting is in effect, the finance and accounting officer is a disbursing officer.  The disbursing officer is responsible for determining the amount and collecting contract debts whenever overpayments or erroneous payments have been made.  The disbursing officer also has primary responsibility when the amounts due and dates for payment are contained in the contract, and a copy of the contract has been furnished to the disbursing officer with notice to collect as amounts become due.

232.606  Debt determination and collection.


[When transferring a case to the contract financing office, follow the procedures at PGI 232.606.] 


(c)(9)(vii)  Upon transfer of a case to the contract financing office, the contracting officer shall close the debt record by reference to the date of transfer.
232.610  Demand for payment of contract debt.


[When issuing a demand for payment of a contract debt, follow the procedures at PGI 232.610.] 


(a)(i)  For contract debts resulting from other than a termination for default, the office which first determines an amount due, whether it be the contract administration office, the contracting office, the disbursing office, or the selling office/agency, shall-




(A)  Make a demand for payment; and



(B)  Provide a copy of the demand to the payment office cited in the contract.



(ii)  For contract debts resulting from a termination for default, the contracting officer shall make the demand and direct the debtor to make such payment to the designated office.


(b)(3)  The contracting office shall forward deferment requests to the contract financing office of the contracting department or agency for a decision on granting the deferment.
232.616  Compromise actions.

Only the department/agency contract financing offices ([see] 232.108(1)[070(c)]) are authorized to compromise debts covered by this subpart.
232.617  Contract clause.


(a)  The DoD Contract Finance Committee, with the approval of the Director of Defense Procurement and Acquisition Policy, Office of the Under Secretary of Defense (Acquisition, Technology, and Logistics), may exempt the contracts in FAR 32.617(a)(2) through (5) and other contracts, in exceptional circumstances, from the administrative interest charges required by this subpart.


(a)(7)  Other exceptions [are]-




(A)  Contracts for instructions of military or ROTC personnel at civilian schools, colleges, and universities;




(B)  Basic agreements with telephone companies for communications services and facilities, and purchases under such agreements; and



(C)  Transportation contracts with common carriers for common carrier services.

232.670  Transfer of responsibility for debt collection.


[Follow the procedures at PGI 232.670 for transferring responsibility for debt collection.] 
Disbursing officers will transfer responsibility for debt collection to departmental/ agency contract financing offices in accordance with comptroller regulations.  Notwithstanding the transfer of the debt collection responsibility, contracting officers shall continue to provide assistance as requested by the debt collection office.
232.671  Bankruptcy reporting.


[Follow the procedures at PGI 232.671 for bankruptcy reporting.] 

(a)  For those debts covered by this subpart, the department or agency which awarded the contract shall furnish the Department of Justice any claims in bankruptcy, insolvency, or in proceedings for reorganization or arrangement.  Furnish claims which-



(1)  Have been transferred to a contract financing office;


(2)  Are on the way to a contract financing office at the inception of bankruptcy or insolvency proceedings;


(3)  Are pending and not forwarded to a contract financing office at the inception of bankruptcy or insolvency proceedings; and


(4)  Are the result of bankruptcy or insolvency proceedings.


(b)  The contract financing office or other office designated within a department or agency will furnish proof of claims to the Department of Justice.


(c)  The office of origin of a debt will provide, as soon as possible, information on a bankruptcy, insolvency, reorganization, or rearrangement to the office designated within a department/agency to receive this information.


(d)  The information and proof of claim requirements in paragraphs (b) and (c) of this section do not apply to debts of less than $600.
* * * * *
SUBPART 232.9--PROMPT PAYMENT
232.903  Policy [Responsibilities]. 
DoD policy is to assist small disadvantaged business concerns by paying them as quickly as possible after invoices are received and before normal payment due dates established in the contract (see 232.905(2)[906(a)]). 
232.905 Invoice payments. [232.904  Determining payment due dates.] 

(1) [(d)]  In most cases, Government acceptance or approval can occur within the seven [7-]day constructive acceptance period specified in the FAR Prompt Payment clauses.  Government payment of construction progress payments can, in most cases, be made within the 14[-]day period allowed by the Prompt Payment for Construction Contracts clause.  While the contracting officer may specify a longer period because the period specified in the contract is not reasonable or practical, such change should be coordinated with the Government offices responsible for acceptance or approval and for payment.  Reasons for specifying a longer period include but are not limited to: the nature of the work or supplies or services, inspection or testing requirements, shipping and acceptance terms, and resources available at the acceptance activity.  A constructive acceptance period of less than the cited 7 or 14 days is not authorized.



(2)  Designated payment offices are encouraged to pay small disadvantaged business (SDB) concerns as quickly as possible after invoices are received and before normal payment due dates established in the contract. The restrictions of FAR 32.903 prohibiting early payment do not apply to invoice payments made to SDBs.  Contractors shall not, however, be entitled to interest penalties if invoice payments are not made before the normal payment due dates established in the contract. 

(f)(6)  DoD Manual 4000.25-5-M, Military Standard Contract Administration Procedures (MILSCAP), authorizes electronic notification to the payment office of Government acceptance or approval, as appropriate. 
232.906  Contract financing [Making] payments. 

(a)(i)  DoD policy is to make contract financing payments as quickly as possible.  Generally, the contracting officer shall insert the standard due dates of 7 days for progress payments and 14 days for interim payments on cost type contracts in paragraph (b)(1) of the Prompt Payment clauses at FAR 52.232-25, 52.232-26, and 52.232-27.  


(ii)  The contracting officer should coordinate payment terms with offices that will be involved in the payment process to ensure that terms specified can be met.  Where justified, the contracting officer may insert a due date greater than but not less than the standard.  In determining payment terms, consider-




(A)  Geographical separation;



(B)  Workload;



(C)  Contractor ability to submit a proper request; and



(D)  Other factors that could affect timing of payment.  

[(a)(i)  Generally, the contracting officer shall insert the standard due date of 14 days for interim payments on cost- reimbursement contracts for services in the clause at FAR 52.232-25, Prompt Payment, when using the clause with its Alternate I. 



(ii)  The restrictions of FAR 32.906 prohibiting early payment do not apply to invoice payments made to small disadvantaged business concerns.  However, contractors shall not be entitled to interest penalties if the Government fails to make early payment.] 
SUBPART 232.10--PERFORMANCE-BASED PAYMENTS
* * * * *
232.1007  Administration and payment of performance-based payments.


(b)(2)  If the contract contains foreign military sales requirements, each approval shall specify the amount of contract financing to be charged to each country's account. 
SUBPART 232.11--ELECTRONIC FUNDS TRANSFER
232.1108  Payment by Governmentwide commercial purchase card.
The Governmentwide commercial purchase card is the mandatory EFT payment method for purchases valued at or below the micro-purchase threshold, except as provided in 213.270. 
* * * * *
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