Commercial Item Financing, Lesson 2 – Controls and Definitions 
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What We Will Learn

u

Define Commercial Item Financing

u

Define “commercial item”

u

Describe which types of contracts are

eligible for Commercial Item Financing,

and what methods of contract financing

payments can be applied
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What We Will Learn (cont’d)

u

Identify various resources available to

assist with Commercial Item Financing

administration
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Commercial Item

A commercial item is one customarily

used for nongovernmental purposes

that has or will be sold, leased or

licensed (or offered) to the general

public
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Commercial Item (cont’d)

u

Commercial items can include:

•

Minor modifications necessary to meet

Government standards

•

Services such as installation, maintenance,

repair and training procured for support of

commercial item if offered to the public

under similar terms and conditions

u

PCO determines whether an item is

considered

 

commercial or not
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COTS Item

u

Commercial Off-the-Shelf item

•

Commercial items that have been sold,

leased, or licensed in substantial quantities

in commercial marketplace and offered to

Government without modification

u

Do not include services or bulk cargo
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Financing Requirements

u

Contractor provides all necessary resources

u

Buyer financing is a customary commercial

practice

u

PCO may include terms in best interest of

Government

u

Commercial Item Financing is different than

non-commercial item financing (FAR 32.202)
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Financing Criteria

 FAR 32.202

u

Contract item financed is commercial

item or service

u

Contract price exceeds simple

acquisition threshold

u

Determined to be appropriate or

customary to make financing payments


__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________


[image: image9.wmf]DCMA Contract Financing – Commercial Item Financing

2-

9

Financing Criteria

FAR 32.202 (cont’d)

u

Form of contract financing is in best

interest of Government

u

Adequate security obtained to protect

Government

u

Prior to performance of work,

aggregate of Advance Payments will not

exceed 15% of contract price
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Financing Criteria

FAR 32.202 (cont’d)

u

Contract awarded on basis of

competitive procedures

u

Concurrence from Payment Office is

obtained concerning any liquidation

provisions
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Simplified Acquisition

Threshold

u

Described in FAR 2.101, Definitions, as

meaning $100,000

u

Exception:  For contingency contracting,

the term means $200,000
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Types of Payments

u

Three types of payments for

commercial items can be made:

•

Commercial Advance Payment

•

Commercial Interim Payment 

 (including

installment payments)

•

Commercial Delivery Payment (interest-

bearing)
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Commercial Advance

Payment

u

Made before any performance of work

u

Aggregate Advance Payments cannot exceed

15% of contract price

u

Financing for prompt payment purposes

u

Not subject to FAR 32.4 requirements related

to Advance Payments for non-commercial

items

u

Different than non-commercial Advance

Payments
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Commercial Interim

Payment

u

Any payment that is not an advance or

delivery payment

u

Given after some work is completed but

before final delivery and acceptance

u

Allowable percentage of payment to contract

price established by Market Research

u

May be based on achievement of events,

passage of time, or at specified times prior

to delivery dates
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Commercial Delivery

Payment

u

Payment for accepted supplies or

services, including payments for

accepted partial deliveries

u

Financing payments liquidated by

deducting amounts previously paid for

an item from the delivery payment

u

Invoice payments for prompt payment

purposes
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Liquidation of Payments

u

Computed using same basis as contract

financing payments

u

Liquidated on whole contract basis

u

Uniform liquidation rate used unless Payment

Office approves a different method

u

If payment based on CLINs, liquidation

occurs on CLIN basis

u

Liquidation handled by DFAS similar to

liquidation of Progress Payments
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Installment Payments

u

Payment made by Government of fixed

number of equal interim financing

payments prior to delivery and

acceptance:

•

Designed to reduce administrative costs –

FAR 32.206(g)

•

Must not exceed 70% of price of unit(s)

financed – FAR 52.232-32(b)(4) and FAR

32.206(g)(2)
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Installment Payments

(cont’d)

u

Fixed number of equal payments prior

to delivery – FAR 52.232-32(b)(3)

u

Each CLIN can have separate payment

schedule – FAR 52.232-32(b)

u

# of payments = # of months from

award date to one month prior to first

delivery – FAR 52.232-32(b)(1)
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Installment Payments

(cont’d)

u

Schedule must identify items authorized

for Installment Payments – FAR

32.206(g)(3)

u

Liquidation via delivery and payment for

CLINs – FAR 32.206(g)(4)
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Installment Payments

(cont’d)

u

DFARS 232.206(g) states that

Installment Payments shall not be used

for DoD contracts unless the financing

is appropriate and customary in the

commercial marketplace
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Types of Contracts

u

Firm fixed-price contract:

•

Fair and reasonable price can be

established at the outset

•

Government pays negotiated amount

regardless of contractor’s real cost

•

Preferred type as it encourages contractor

to contain costs
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Types of Contracts (cont’d)

u

Fixed-price with economic price

adjustment contract:

•

Protect contractor and Government against

fluxes in labor or material costs during

contract performance period

•

Based on established catalog or market

prices, actual costs, or cost indices of labor

or materials
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Types of Contracts (cont’d)

u

Indefinite delivery contract:

•

Used when exact times and/or quantities 

for future deliveries cannot be determined 

at the time of contract award
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Resources

u

DCMA / DAU Homepage

u

FAR

u

DFARS

u

Defense Acquisition Deskbook

u

DCMA Directive 1 (OneBook)

u

AFMC Commercial Acquisition Guide
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Resources (cont’d)

u

Commercial Pricing Practices, Unit IV,

Commercial Item Financing

u

DoD Commercial Item Handbook,

Version 1.0

u

AF Customer Education Simplified

Acquisition Handbook, 9/96

u

DLAM 8000.3 MOCAS Users Manual


__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________


[image: image26.wmf]DCMA Contract Financing 

–

Commercial Item Financing

2

-

26

Resources (cont’d)

u

MOCAS CBT 

u

The OneBook, Part 1.0, Acquisition 

Planning and Support Services, provides 

a comprehensive review of the teaming 

effort required between DCMA and the 

Buying Office prior to contract award
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What We Have Learned

u

What Commercial Item Financing is

u

What commercial items are and how

they are financed

u

Resources for obtaining information

about Commercial Item Financing
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Financing Criteria

 FAR 32.202

		Contract item financed is commercial item or service

		Contract price exceeds simple acquisition threshold

		Determined to be appropriate or customary to make financing payments
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Liquidation of Payments

		Computed using same basis as contract financing payments

		Liquidated on whole contract basis

		Uniform liquidation rate used unless Payment Office approves a different method

		If payment based on CLINs, liquidation occurs on CLIN basis

		Liquidation handled by DFAS similar to liquidation of Progress Payments
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Installment Payments (cont’d)

		DFARS 232.206(g) states that Installment Payments shall not be used for DoD contracts unless the financing is appropriate and customary in the commercial marketplace
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Types of Contracts (cont’d)

		Fixed-price with economic price adjustment contract:



Protect contractor and Government against fluxes in labor or material costs during contract performance period

Based on established catalog or market prices, actual costs, or cost indices of labor or materials
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Resources (cont’d)

		Commercial Pricing Practices, Unit IV, Commercial Item Financing

		DoD Commercial Item Handbook, Version 1.0

		AF Customer Education Simplified Acquisition Handbook, 9/96

		DLAM 8000.3 MOCAS Users Manual
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Types of Contracts (cont’d)

		Indefinite delivery contract:



Used when exact times and/or quantities for future deliveries cannot be determined at the time of contract award
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Resources (cont’d)

		MOCAS CBT 

		The OneBook, Part 1.0, Acquisition Planning and Support Services, provides a comprehensive review of the teaming effort required between DCMA and the Buying Office prior to contract award
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What We Have Learned

		What Commercial Item Financing is

		What commercial items are and how they are financed

		Resources for obtaining information about Commercial Item Financing
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Resources

		DCMA / DAU Homepage

		FAR

		DFARS

		Defense Acquisition Deskbook

		DCMA Directive 1 (OneBook)

		AFMC Commercial Acquisition Guide
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Types of Contracts

		Firm fixed-price contract:



Fair and reasonable price can be established at the outset

Government pays negotiated amount regardless of contractor’s real cost

Preferred type as it encourages contractor to contain costs
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Installment Payments (cont’d)

		Fixed number of equal payments prior to delivery – FAR 52.232-32(b)(3)

		Each CLIN can have separate payment schedule – FAR 52.232-32(b)

		# of payments = # of months from award date to one month prior to first delivery – FAR 52.232-32(b)(1)
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Installment Payments (cont’d)

		Schedule must identify items authorized for Installment Payments – FAR 32.206(g)(3)

		Liquidation via delivery and payment for CLINs – FAR 32.206(g)(4)
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Installment Payments

		Payment made by Government of fixed number of equal interim financing payments prior to delivery and acceptance:



Designed to reduce administrative costs – FAR 32.206(g)

Must not exceed 70% of price of unit(s) financed – FAR 52.232-32(b)(4) and FAR 32.206(g)(2)
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Types of Payments

		Three types of payments for commercial items can be made:



Commercial Advance Payment

Commercial Interim Payment  (including installment payments)

Commercial Delivery Payment (interest-bearing)
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Commercial Interim Payment

		Any payment that is not an advance or delivery payment

		Given after some work is completed but before final delivery and acceptance

		Allowable percentage of payment to contract price established by Market Research

		May be based on achievement of events, passage of time, or at specified times prior to delivery dates
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Commercial Delivery Payment

		Payment for accepted supplies or services, including payments for accepted partial deliveries

		Financing payments liquidated by deducting amounts previously paid for an item from the delivery payment

		Invoice payments for prompt payment purposes
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Commercial Advance Payment

		Made before any performance of work

		Aggregate Advance Payments cannot exceed 15% of contract price

		Financing for prompt payment purposes

		Not subject to FAR 32.4 requirements related to Advance Payments for non-commercial items

		Different than non-commercial Advance Payments
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Financing Criteria 

FAR 32.202 (cont’d)

		Contract awarded on basis of competitive procedures

		Concurrence from Payment Office is obtained concerning any liquidation provisions
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Simplified Acquisition Threshold

		Described in FAR 2.101, Definitions, as meaning $100,000

		Exception:  For contingency contracting, the term means $200,000
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Financing Criteria 

FAR 32.202 (cont’d)

		Form of contract financing is in best interest of Government 

		Adequate security obtained to protect Government

		Prior to performance of work, aggregate of Advance Payments will not exceed 15% of contract price
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Commercial Item 

	A commercial item is one customarily used for nongovernmental purposes that has or will be sold, leased or licensed (or offered) to the general public 
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COTS Item

		Commercial Off-the-Shelf item



Commercial items that have been sold, leased, or licensed in substantial quantities in commercial marketplace and offered to  Government without modification

		Do not include services or bulk cargo
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Financing Requirements

		Contractor provides all necessary resources

		Buyer financing is a customary commercial practice

		PCO may include terms in best interest of Government

		Commercial Item Financing is different than non-commercial item financing (FAR 32.202)
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Commercial Item (cont’d)

		Commercial items can include:



Minor modifications necessary to meet Government standards

Services such as installation, maintenance, repair and training procured for support of commercial item if offered to the public under similar terms and conditions

		PCO determines whether an item is considered commercial or not
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What We Will Learn

		Define Commercial Item Financing

		Define “commercial item” 

		Describe which types of contracts are eligible for Commercial Item Financing, and what methods of contract financing payments can be applied
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What We Will Learn (cont’d)

		Identify various resources available to assist with Commercial Item Financing  administration
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Lesson 2: 

 Controls and Definitions
















