Commercial Item Financing, Lesson 3 – Commercial Item Financing Administration
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What We Will Learn

u

Mitigate risk by understanding how

contract administration is affected by risk

management

u

Complete different tasks and actions

required to effectively administer a

contract with Commercial Item Financing

requirements


__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________


[image: image3.wmf]DCMA Contract Financing – Commercial Item Financing

3-

3

DCMA Review

u

DCMA review:

•

Done to ensure contract contains clear,

easily understood procedures for item

acceptance and payment

•

Offer specific advice relating to contents of

solicitation

•

Determine terms and conditions that may

require close monitoring
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Risk Component: Planning

Process of developing and documenting

an organized, comprehensive, and

interactive strategy and methods for

carrying out risk management, which

includes assigning adequate resources
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Risk Component:

Assessment

Process of identifying and analyzing

program areas and key process risks,

which provides an indication of the

likelihood of meeting performance,

schedule and cost objectives, and the

consequences if these objectives are

not met
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Risk Component:  Handling

Process that identifies, evaluates,

selects, and implements options in

order to set risk at acceptable levels

given program constraints and

objectives
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Risk Component:

Monitoring

u

Process that systematically tracks and

evaluates the performance of risk-

handling actions against established

metrics

u

Process includes changing risk handling

options to match changes in risk ratings

or employing new risk handling options if

current ones are ineffective
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Risk Component:

Documentation

Process that records, maintains and

reports various risk management,

analysis, and handling plans, and any

risk monitoring results and updates
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Postaward

 Orientation

u

Should be conducted for contractors who

are not familiar with commercial item

contracts to discuss:

•

Financing/Invoice processing

•

Processing of Commercial Item Financing

requests for payment

u

DFAS should participate in PAOC
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MOCAS Input

u

MOCAS entry includes:

•

Use of R9 Remark 48 to indicate contract is

commercial

•

Mandatory review code “9” in RVU-

CONTRS field of provisions record, if

commercial financing is on a CLIN level, to

ensure proper 

recoupment
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MOCAS Input (cont’d)

•

Track financing payments made in PPULO

field; disbursement coded “W”

•

Ensure appropriate “payment,” “ceiling,”

and “liquidation” percentages are entered
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Payments

u

Commercial Advance Payment:

•

Made prior to performance of work

•

Cannot exceed 15% of contract price

•

Financing for prompt payment purposes

•

Not subject to FAR requirements for non-

commercial Advance Payments

•

Contract must be input into MOCAS for

payment to be processed


__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________


[image: image13.wmf]DCMA Contract Financing – Commercial Item Financing

3-

13

Payments (cont’d)

u

Commercial Interim Payments:

•

Made after some work completed but before

final delivery and acceptance

•

Contract financing for prompt payment

purposes

•

May be made based on specified events,

passage of time or at specific times prior to

delivery dates

•

Not a Commercial Advance or Delivery

Payment


__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________


[image: image14.wmf]DCMA Contract Financing – Commercial Item Financing

3-

14

Payments (cont’d)

u

Installment Payments:

•

Designed to reduce administrative costs

•

Not always advantageous for contracts

with large numbers of deliveries

•

May not exceed 70% of the price of the

unit(s) financed
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Security

u

ACO is responsible for ensuring

designated security in a commercial

contract authorizing financing payments

remains adequate:

•

If contract does not adequately state

security assets, ACO must notify PCO for

resolution
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Security (cont’d)

u

Forms of security include:

•

Offeror’s

 financial condition (not always

adequate per DFARS 232.204-4)

•

Letter of credit

•

Bond in accordance with FAR Part 28

•

Guarantee of repayment from a person or

a corporation

•

Title to assets
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Security (cont’d)

u

FAR 32.202, General Policy:

•

Requires adequate security for Government

financing

•

PCO specifies what type of security the

Government will accept

•

Value of the security must be at least equal

to the maximum 

unliquidated 

amount of

contract financing payments
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Security Review

u

Formal security review plan must be

established:

•

Include scheduled periodic physical reviews

of items with a lien or for which title is

offered

•

When applicable, state the manner and

frequency in which the contractor’s

financial condition will be monitored
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Security Review (cont’d)

•

Suspension of contract financing payments

should be tied to security as per FAR

52.232-29(c)

•

Put procedures in place to manually

ensure:

–

Suspenses

 are maintained in MOCAS to ensure

completion of periodic reviews

–

Contractor keeps Government apprised of any

significant changes to its financial condition or

security of contract
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Payment Request

u

Submitted no more than once per month per

contract per FAR 52.232-29

u

Multiple requests for a single contract

consolidated onto a single, itemized and

totaled request

u

Submitted to ACO on a commercial invoice,

SF 1449, or DD 250
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Payment Request (cont’d)

u

Request must contain:

•

Contractor name and address

•

Date of request

•

Contract number (or other identifier)

•

Itemized/totaled statement of payments

requested

•

Sequential invoice number

•

Other information designated by contract or

ACO
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Payment Processing

u

Upon receipt of contractor’s request for

payment, ACO will:

•

Date stamp request

•

Access MOCAS to ensure contract is

received at DFAS

–

Contract received: ACO forwards request for

payment

–

Contract not received: ACO forwards copy of

contract to DFAS
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Invoice Identifier

u

Commercial Financing Advance = CFA +

“A” or “B” + sequential number

•

“A” denotes United States; “B” denotes

Foreign Military Sales (FMS)

u

Commercial Financing Interim = CFI +

“A” or “B” + sequential number

•

“A” denotes United States; “B” denotes

Foreign Military Sales (FMS)
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ACO Actions

u

Annotate approval with appropriate

payment instructions, when applicable

u

Sign, date and indicate phone number

on payment request for DFAS contact

reference

u

Maintain manual records of financing

payments and

 recoupments

 to ensure

MOCAS is properly posted

•

Monitor online disbursement history


__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________


[image: image25.wmf]DCMA Contract Financing – Commercial Item Financing

3-

25

Documentation

u

Included in 

ACO’s

 risk management

plan execution, and includes:

•

Maintaining copies of all financing payment

requests

•

Copies of reviews performed

•

Manual records for each contract for both

financing, and 

recoupments 

made for each

contract
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What We Have Learned

u

Risk management and how it applies to

commercial item contract financing

administration

u

Contract receipt and review actions

u

Contract administration process
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Risk Component:  Documentation

	Process that records, maintains and reports various risk management, analysis, and handling plans, and any risk monitoring results and updates
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Security Review

		Formal security review plan must be established:



Include scheduled periodic physical reviews of items with a lien or for which title is offered

When applicable, state the manner and frequency in which the contractor’s financial condition will be monitored
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Postaward Orientation

		Should be conducted for contractors who are not familiar with commercial item contracts to discuss:



Financing/Invoice processing

Processing of Commercial Item Financing requests for payment

		DFAS should participate in PAOC
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Invoice Identifier

		Commercial Financing Advance = CFA + “A” or “B” + sequential number



“A” denotes United States; “B” denotes Foreign Military Sales (FMS) 

		Commercial Financing Interim = CFI + “A” or “B” + sequential number



“A” denotes United States; “B” denotes Foreign Military Sales (FMS)
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Documentation

		Included in ACO’s risk management plan execution, and includes:



Maintaining copies of all financing payment requests

Copies of reviews performed

Manual records for each contract for both financing, and recoupments made for each contract
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What We Have Learned

		Risk management and how it applies to commercial item contract financing administration

		Contract receipt and review actions

		Contract administration process
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ACO Actions

		Annotate approval with appropriate payment instructions, when applicable

		Sign, date and indicate phone number on payment request for DFAS contact reference

		Maintain manual records of financing payments and recoupments to ensure MOCAS is properly posted



Monitor online disbursement history 
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MOCAS Input	

		MOCAS entry includes:



Use of R9 Remark 48 to indicate contract is commercial

Mandatory review code “9” in RVU-CONTRS field of provisions record, if commercial financing is on a CLIN level, to ensure proper recoupment
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Payment Request

		Submitted no more than once per month per contract per FAR 52.232-29

		Multiple requests for a single contract consolidated onto a single, itemized and totaled request

		Submitted to ACO on a commercial invoice, SF 1449, or DD 250
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Payment Request (cont’d)

		Request must contain:



Contractor name and address

Date of request

Contract number (or other identifier)

Itemized/totaled statement of payments requested

Sequential invoice number

Other information designated by contract or ACO
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Payment Processing

		Upon receipt of contractor’s request for payment, ACO will:



Date stamp request 

Access MOCAS to ensure contract is received at DFAS

Contract received: ACO forwards request for payment

Contract not received: ACO forwards copy of contract to DFAS
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Security Review (cont’d)

Suspension of contract financing payments should be tied to security as per FAR 52.232-29(c)

Put procedures in place to manually ensure:

Suspenses are maintained in MOCAS to ensure completion of periodic reviews

Contractor keeps Government apprised of any significant changes to its financial condition or security of contract
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Payments (cont’d)

		Installment Payments:



Designed to reduce administrative costs

Not always advantageous for contracts with large numbers of deliveries

May not exceed 70% of the price of the unit(s) financed
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Security (cont’d)

		Forms of security include:



Offeror’s financial condition (not always adequate per DFARS 232.204-4)

Letter of credit

Bond in accordance with FAR Part 28

Guarantee of repayment from a person or a corporation

Title to assets
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Security (cont’d)

		FAR 32.202, General Policy:



Requires adequate security for Government financing

PCO specifies what type of security the Government will accept

Value of the security must be at least equal to the maximum unliquidated amount of contract financing payments
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Security

		ACO is responsible for ensuring designated security in a commercial contract authorizing financing payments remains adequate:



If contract does not adequately state security assets, ACO must notify PCO for resolution
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Payments

		Commercial Advance Payment:



Made prior to performance of work

Cannot exceed 15% of contract price

Financing for prompt payment purposes

Not subject to FAR requirements for non-commercial Advance Payments

Contract must be input into MOCAS for payment to be processed
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Payments (cont’d)

		Commercial Interim Payments:



Made after some work completed but before final delivery and acceptance

Contract financing for prompt payment purposes

May be made based on specified events, passage of time or at specific times prior to delivery dates

Not a Commercial Advance or Delivery Payment
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MOCAS Input (cont’d)

Track financing payments made in PPULO field; disbursement coded “W”

Ensure appropriate “payment,” “ceiling,” and “liquidation” percentages are entered
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Risk Component: Planning

	Process of developing and documenting an organized, comprehensive, and interactive strategy and methods for  carrying out risk management, which includes assigning adequate resources
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Risk Component:  Handling

	Process that identifies, evaluates, selects, and implements options in order to set risk at acceptable levels given program constraints and objectives
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Risk Component:  Monitoring

		Process that systematically tracks and evaluates the performance of risk-handling actions against established metrics

		Process includes changing risk handling options to match changes in risk ratings or employing new risk handling options if current ones are ineffective
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Risk Component:  Assessment

	Process of identifying and analyzing program areas and key process risks, which provides an indication of the likelihood of meeting performance, schedule and cost objectives, and the consequences if these objectives are not met
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What We Will Learn

		Mitigate risk by understanding how contract administration is affected by risk management

		Complete different tasks and actions required to effectively administer a contract with Commercial Item Financing requirements
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DCMA Review

		DCMA review:



Done to ensure contract contains clear, easily understood procedures for item acceptance and payment

Offer specific advice relating to contents of solicitation

Determine terms and conditions that may require close monitoring
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Lesson 3: 

Commercial Item Financing Administration
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