DEFENSE CONTRACT MANAGEMENT AGENCY

CMO NAME

STREE ADDRESS

CITY, STATE  ZIP CODE

[SAMPLE NOTICE OF REDUCTION OF PAYMENT WITHHOLD BY 50%

AWAITING FOLLOW-UP REVIEW BY DCMA/DCAA]
Mr. John Doe

Chief Executive Officer

ACME Corporation

123 Any Blvd.

Any Town, US  12345

Dear Mr. Doe,


Reference final determination dated [date of final determination letter] for your [name of business system] as applicable to [name of corporate or business segment(s)/division(s) and CAGE Code(s)].  
[Name of corporate or business segment/division] submitted a notification on [date of Contractor’s notice] that all significant deficiencies identified in the referenced final determination have been corrected.  In accordance with the referenced final determination and DFARS Clause 252.242-7005, Contractor Business Systems, the payment withholding percentage is reduced for contract(s) identified in the enclosed listing.  The reduction is due to the Government’s follow-up review and final determination not being issued within 90 days of receipt of your notification that significant deficiencies have been corrected.  The reduction is prospective and previous amounts withheld will not be reduced or released at this time.
Effective immediately, one percent [reduce percentage by 50%] of each request for payment under contract(s) identified in the enclosed listing will be withheld as described below for significant deficiencies in [name of business system].  The one percent withhold will remain in effect until it has been determined that all significant deficiencies have been corrected, as directed by final determination dated [date of final determination letter].        

For Interim Payments Submitted for Cost-Reimbursement, Incentive Type, Time and Material and Labor Hour Contracts:  The Contractor shall apply a one percent withhold to the amount being billed and prepare an interim cost voucher in Wide Area Workflow (WAWF) for the net amount due.  The Contractor shall show the amount withheld on the current billing, as well as the cumulative amount withheld to date on the contract, in accordance with DFARS Clause 252.242-7005, in the “CLIN Description” field on the Cost Voucher in WAWF.

For Progress Payments:  The Contractor shall prepare the request in WAWF without applying any withhold percentage.  The ACO will reduce the approved amount by one percent and record the amount being withheld on the progress payment request, as well as the cumulative amount withheld on the contract in accordance with DFARS Clause 252.242-7005, in the “Comments” block of the “Miscellaneous Info Tab” in WAWF.  

For Performance Based Payments:  The Contractor shall prepare the request in WAWF without applying any withhold percentage to the performance based payment event schedule amounts.  The ACO will reduce the approved amount by one percent and record the amount being withheld on the performance based payment, as well as the cumulative amount withheld on the contract in accordance with DFARS Clause 252.242-7005, in the “Comments” block of the “Miscellaneous Info Tab” in WAWF.  

Should you have any questions concerning this final determination, please contact me at Jane.Doe@dcma.mil or (###) ###-####.  
Sincerely,

Jane Doe

Administrative Contracting Officer [or CACO/DACO]
Enclosure: As stated

cc: 

Cognizant DCMA Functional Specialist or DCAA Auditor
Affected Procurement Contracting Officer(s) at Buying Activities (e.g., SUPSHIPS)
Affected DCMA Contracting Officer(s) (e.g., CACO, DACO, or other ACO)

