PROGRESS PAYMENT RISK PLANNING 
SPECIAL CONSIDERATIONS 
Inclusion of Progress Payment clause: If the contractor requests progress payments, and the contract does not contain the progress payment clause, the ACO will determine if the contract meets the requirements for Progress Payments. The ACO will then consult with the PCO as to the possible inclusion of the clause. If the PCO concurs, the ACO may request authority to issue a modification to include the proper progress payment clause and obtain adequate consideration.
1.     REVIEW CONTRACT, VERIFY PROGRESS PAYMENT CLAUSE AND DETERMINE PROGRESS PAYMENT TERMS AND LIMITATIONS. The ACO, in reviewing the contract, should be aware of the following clauses that may affect progress payments, if included, and review them accordingly. These clauses are FAR 52.232-16, DFARS 252.232-7002, DFARS 252.232-7003, DFARS 252.232-7004 along with the following special considerations. 
a. Customary Rates: Found in  FAR 52.232-16, DFARS 232.501-1 and  DFARS 252.232-7004. 
(1.)  Large Business (including Foreign Military Sales Acquisition – 80% (FAR 52.232-16/DFARS 232.501-1)
(2.)  Small Business Concerns – 90%  (DFARS 232.501-1 & DFARS 252.232-7004)
(3.)  Small Disadvantaged Business Concerns – 95% (DFARS 232.501-1 & DFARS 252.232-7004)
(4.)  Undefinitized Contract Actions – 80% of costs incurred against obligated UCA amount (FAR 52.232-16(k))
(5.)  Letter Contract – 80% (FAR 52.232-16 Alternate II)                   
b. Identify Contracts with Special Payment Instructions. The CMO team should review prime contracts and modifications to determine if they contain special payment instructions. If the PCO has included specific payment instructions in the contract (normally in Section G) to prevent proration of ACRNs, the ACO shall verify that they have been entered into MOCAS. If the special payment instructions are not entered into MOCAS, Automated Payment of Invoices (API) by MOCAS for progress payment requests distributes the payment proportionally against all available unliquidated obligations on the contract. The PCO may have included special payment instructions in the contract to reduce risks related to management of expenditure rates by the program office, management of canceling funds, or alignment of disbursement with actual performance. 
c. Unusual Progress Payments: If the contract contains unusual progress payment provisions [rates which generally exceed the customary rates as identified in FAR 32.501-2], the ACO shall document and tailor the risk handling plan to address the special requirements of this particular clause. 
d. FMS Purchases: ACOs shall advise the contractor to submit separate SF1443s for US and FMS orders to prevent delays attributable to the payment office's manual processing. A separate numbering system shall be used for the US funds and the FMS funds for the life of the contract. The ACO shall obtain supporting schedules from the contractor showing the breakout of cost between US and FMS requirements. If more than one country is involved, the schedule shall show a breakdown for each country for which work is being performed. The ACO shall not authorize progress payments without this schedule. (DFARS 252.232-7002) 
e. First Article: Progress payments are limited to a specific amount or percentage in the contract until the First Article is approved. If this limitation is not included in the contract, the ACO shall notify the PCO upon contract receipt and recommend that the contract be modified to include a First Article limitation to protect the Government’s interests. If long lead item procurements are authorized, the ACO shall ensure the contract clearly distinguishes which portion, if any, of the long lead item costs are included in the first article limitation.  The ACO shall also ensure that MOCAS reflects the First Article limitation in the progress payment master file.  (FAR 32.501-5(e))
f. Progress Payments Against Basic Ordering Agreements (BOA)/Indefinite Delivery Contracts: The progress payment rate used in individual orders should be consistent with both the provisions of the basic agreement and the progress payment rates in effect at the time the order was issued. BOAs shall be updated by the CO or ACO, if the function has been delegated, to reflect changes in the progress payment rate. Orders issued before the rate change shall not be modified to include the new rate. Billing on a BOA basis or an Indefinite Delivery contract basis is not permissible by FAR 32.503-5 (c). 
g. Undefinitized Contractual Action (UCA) Limitation:  ACOs shall apply the provisions of FAR 52.232-16(k), which limits the amount of unliquidated progress payments for UCAs to 80% of the maximum liability of the Government under the UCA, until definitized.  Note:  Costs incurred for undefinitized work shall be segregated on progress payment requests from those costs eligible for higher progress payment rates (e.g., definitized work). 
h. Management of Contracts with Multiple Progress Payment Rates and Requirements to Segregate Costs/Disbursements: Some contracts contain different progress payment rates, for several possible causes, e.g., different phases in a program managed contract, or a progress payment rate change during the life of the contract. In situations where a contract contains several different progress payment rates or requires segregation of disbursements, the ACO shall work with the contractor and DFAS to determine the best method for submitting requests for progress payments. An effective solution is often to segment the contract into lots, for the purpose of progress payment submissions. The process for numbering Progress Payments to differentiate between these lots or phases is described in DLAM 8000.3, Part 2, Chap 2, 2.2.6. (FAR 32.502-4(e))
i. Incrementally Funded Contracts: The ACO shall assure the following:
      Progress payments are limited to the lesser of applicable percentage of face value of the contract or obligated funds;
      Contractor provides supporting documentation showing the estimate at completion for both the current funded level and the fully funded value of the contract; and 
      Progress payment requests and all supporting details are consistently completed and clearly distinguishable between the funded increment and the fully funded level. 
j. Fixed Price Incentive Contracts: For fixed price incentive contracts which have properly incurred costs for authorized work that exceeds the target price, the ACO may provisionally increase the billing price up to the ceiling or maximum price (if funded). Also see Progress Payment Distribution. 
k. Indirect Cost Considerations: The ACO is concerned with the indirect rates applicable to both incurred cost and estimated cost to complete the contract. Contractors with established FPRAs shall use those rates for progress payment purposes. If an FPRA has not been established, the DCMA FPRR or procedures under FAR 42.7 shall be used. 
l. Flexible Progress Payments: Flexible progress payments should not be included in contracts or orders resulting from solicitations issued on or after November 11, 1993. 
