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Contract Financing Modules

u

Progress Payments

u

Performance-Based Payments

u

Public Vouchers

u

Commercial Item Financing

u

Advance Payments
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Course Purpose

u

To improve the overall quality of

managing risk associated with contract

financing

u

Specifically, to target areas or processes

in need of improvement, and to provide

information about them

u

Not a course on contract administration


__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________


[image: image4.wmf]DCMA Contract Financing 

–

Progress Payments

i

-

4

Development History

u

SMEs

identified initial module objectives

u

Modules updated over the past year

u

Each module constructed to provide 

students with “how” to perform 

specifics
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Development History  (cont’d)

u

Modules delivered by FSR-type on a

local basis; do not have to be attended

in CLIN order

u

Student materials posted on DCMA

homepage for easy access prior to class
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Development Hierarchy

u

FAR first

u

Then DFARS

u

Then the

 OneBook

u

Then the Contract Financing Application

Guide, and

u

Finally,

 SMEs’

 best practices
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“WIIFM”

“What’s in it for me?”

u

Latest contract financing policy

u

Headquarters “message”

u

Opportunity to learn

u

Opportunity to share and network

u

Opportunity to ask a SME or FSR questions
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Training Rules

u

No such thing as a “stupid question”

u

Ask as many questions as you need to

u

Respect others’ issues and problems

u

Keep discussions confidential

u

Participate fully
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Participation Guidelines

u

“What goes on in the room stays in the room”

u

Share information and personal experience;

ask questions

u

Instructor will ensure class is on target and

on time

u

Course is not a problem-solving or individual

help session; also not a class on MOCAS,

SEPS, REVEAL, or SPS
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Administrative Details

u

Physical Layout

u

Messages

u

Cell Phones and Pagers (personal

electronic devices)
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What We Know

u

ACO’s 

authority

u

What contract financing is

u

What is involved in risk management
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Contract Financing

An authorized Government

disbursement of monies to a contractor

prior to acceptance of supplies or

services by Government

[FAR 32.001]
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What Financing Includes

u

Progress Payments (percentage or stage of

completion)

u

Performance-Based Payments

u

Interim payments or public vouchers (cost

reimbursement)

u

Commercial advance and interim payments

u

Advance payments
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What Financing Does Not

Include

u

Delivery invoice payments, e.g., DD 250

u

Payments for partial deliveries

u

Lease and rental payments
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FAR 32.102

u

Advance Payments – sometimes offered

to contractors to assist with starting or

maintaining contract progress without

advance financing from the Government

u

Performance-Based Payments – made

upon execution of specific contract

performance milestones or deliverables
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FAR 32.102 (cont’d)

u

Commercial Item Financing – offered on

contracts for goods or services

determined to be commercial

u

Progress Payments – made on the basis

of costs incurred by the contractor as

work progresses that will be recouped

as goods are delivered to the

Government


__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________


[image: image17.wmf]DCMA Contract Financing – Progress Payments

i-

17

FAR 32.102 (cont’d)

u

Public Vouchers – offered on cost-type

contracts and provide interim payment

for costs

u

Not

 contract financing methods

•

Loan guarantees

•

Partial delivery payments
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What We Have Learned

u

Overview of Contract Financing  Course

u

What ACO’s authority is

u

Introduction to contract financing

u

Risk management review
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 FAR 1.602 -- Contracting Officers.
1.602-1 -- Authority.

(a) Contracting officers have authority to enter into, administer, or terminate contracts and make related determinations and findings. Contracting officers may bind the Government only to the extent of the authority delegated to them. Contracting officers shall receive from the appointing authority (see 1.603-1) clear instructions in writing regarding the limits of their authority. Information on the limits of the contracting officers’ authority shall be readily available to the public and agency personnel.

(b) No contract shall be entered into unless the contracting officer ensures that all requirements of law, executive orders, regulations, and all other applicable procedures, including clearances and approvals, have been met.

1.602-2 -- Responsibilities.

Contracting officers are responsible for ensuring performance of all necessary actions for effective contracting, ensuring compliance with the terms of the contract, and safeguarding the interests of the United States in its contractual relationships. In order to perform these responsibilities, contracting officers should be allowed wide latitude to exercise business judgment. Contracting officers shall --

(a) Ensure that the requirements of 1.602-1(b) have been met, and that sufficient funds are available for obligation;

(b) Ensure that contractors receive impartial, fair, and equitable treatment; and

(c) Request and consider the advice of specialists in audit, law, engineering, transportation, and other fields, as appropriate.

FAR 1.102 -- Statement of Guiding Principles for the Federal Acquisition System.
(a) The vision for the Federal Acquisition System is to deliver on a timely basis the best value product or service to the customer, while maintaining the public’s trust and fulfilling public policy objectives. Participants in the acquisition process should work together as a team and should be empowered to make decisions within their area of responsibility.

(b) The Federal Acquisition System will --

(1) Satisfy the customer in terms of cost, quality, and timeliness of the delivered product or service by, for example --

(i) Maximizing the use of commercial products and services;

(ii) Using contractors who have a track record of successful past performance or who demonstrate a current superior ability to perform; and

(iii) Promoting competition;

(2) Minimize administrative operating costs;

(3) Conduct business with integrity, fairness, and openness; and

(4) Fulfill public policy objectives.

(c) The Acquisition Team consists of all participants in Government acquisition including not only representatives of the technical, supply, and procurement communities but also the customers they serve, and the contractors who provide the products and services.

(d) The role of each member of the Acquisition Team is to exercise personal initiative and sound business judgment in providing the best value product or service to meet the customer’s needs. In exercising initiative, Government members of the Acquisition Team may assume if a specific strategy, practice, policy or procedure is in the best interests of the Government and is not addressed in the FAR, nor prohibited by law (statute or case law), Executive order or other regulation, that the strategy, practice, policy or procedure is a permissible exercise of authority.

FAR 1.102-4 -- Role of the Acquisition Team.
(a) Government members of the Team must be empowered to make acquisition decisions within their areas of responsibility, including selection, negotiation, and administration of contracts consistent with the Guiding Principles. In particular, the contracting officer must have the authority to the maximum extent practicable and consistent with law, to determine the application of rules, regulations, and policies, on a specific contract.

(b) The authority to make decisions and the accountability for the decisions made will be delegated to the lowest level within the System, consistent with law.

(c) The Team must be prepared to perform the functions and duties assigned. The Government is committed to provide training, professional development, and other resources necessary for maintaining and improving the knowledge, skills, and abilities for all Government participants on the Team, both with regard to their particular area of responsibility within the System, and their respective role as a team member. The contractor community is encouraged to do likewise.

(d) The System will foster cooperative relationships between the Government and its contractors consistent with its overriding responsibility to the taxpayers.

(e) The FAR outlines procurement policies and procedures that are used by members of the Acquisition Team. If a policy or procedure, or a particular strategy or practice, is in the best interest of the Government and is not specifically addressed in the FAR, nor prohibited by law (statute or case law), Executive order or other regulation, Government members of the Team should not assume it is prohibited. Rather, absence of direction should be interpreted as permitting the Team to innovate and use sound business judgment that is otherwise consistent with law and within the limits of their authority. Contracting officers should take the lead in encouraging business process innovations and ensuring that business decisions are sound.
FAR 32.001 Definitions

"Contract financing payment" means an authorized Government disbursement of monies to a contractor prior to acceptance of supplies or services by the Government.

(1) Contract financing payments include- 

(i) Advance payments; 

(ii) Performance-based payments; 

(iii) Commercial advance and interim payments; 

(iv) Progress Payments based on cost under the clause at 52.232-16, Progress Payments; 

(v) Progress Payments based on a percentage or stage of completion (see 32.102(e)), except those made under the clause at 52.232-5, Payments Under Fixed-Price Construction Contracts, or the clause at 52.232-10, Payments Under Fixed-Price Architect-Engineer Contracts; and 

(vi) Interim payments under a cost reimbursement contract, except for a cost reimbursement contract for services when Alternate I of the clause at 52.232-25, Prompt Payment, is used. 

(2) Contract financing payments do not include- 

(i) Invoice payments; 

(ii) Payments for partial deliveries; or 

(iii) Lease and rental payments. 

FAR 32.102 Description of Contract Financing Methods

(a) Advance payments are advances of money by the Government to a prime contractor before, in anticipation of, and for the purpose of complete performance under one or more contracts. They are expected to be liquidated from payments due to the contractor incident to performance of the contracts. Since they are not measured by performance, they differ from partial, progress, or other payments based on the performance or partial performance of a contract. Advance payments may be made to prime contractors for the purpose of making advances to subcontractors. 

(b) Progress Payments based on costs are made on the basis of costs incurred by the contractor as work progresses under the contract. This form of contract financing does not include- 

(1) Payments based on the percentage or stage of completion accomplished; 

(2) Payments for partial deliveries accepted by the Government; 

(3) Partial payments for a contract termination proposal; or 

(4) Performance-based payments. 

(c) Loan guarantees are made by Federal Reserve banks, on behalf of designated guaranteeing agencies, to enable contractors to obtain financing from private sources under contracts for the acquisition of supplies or services for the national defense. 
(d) Payments for accepted supplies and services that are only a part of the contract requirements (i.e., partial deliveries) are authorized under 41 U.S.C. 255 and 10 U.S.C. 2307. In accordance with 5 CFR 1315.4(k), agencies must pay for partial delivery of supplies or partial performance of services unless specifically prohibited by the contract. Although payments for partial deliveries generally are treated as a method of payment and not as a method of contract financing, using partial delivery payments can assist contractors to participate in contracts without, or with minimal, contract financing. When appropriate, contract statements of work and pricing arrangements must permit acceptance and payment for discrete portions of the work, as soon as accepted (see 32.906(c)). 

(e) Progress Payments based on a percentage or stage of completion:

(1) Progress Payments based on a percentage or stage of completion are authorized by the statutes cited in 32.101. 

(2) This type of Progress Payment may be used as a payment method under agency procedures. Agency procedures must ensure that payments are commensurate with work accomplished, which meets the quality standards established under the contract. Furthermore, Progress Payments may not exceed 80 percent of the eligible costs of work accomplished on undefinitized contract actions. 

FAR 32.102 Description of Contract Financing Methods (continued)

(f) Performance-based payments are contract financing payments made on the basis of- 

(1) Performance measured by objective, quantifiable methods; 

(2) Accomplishment of defined events; or 

(3) Other quantifiable measures of results.
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Supplier Risk Management Flowchart Exercise (continued)
1. Review the blanks in the Supplier Risk Management Flowchart (p.4-1).  You have been given a “start” with the completed box’s information, “review customer/contract requirements”.

2. Using the information found below, match each “box” to its most logical and proper placement on the flowchart found on the preceding page by writing its number in the corresponding blank on the flow chart.

3. You may only use each box once to place it within the flowchart.
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Participation Guidelines

		“What goes on in the room stays in the room”

		Share information and personal experience; ask questions

		Instructor will ensure class is on target and on time

		Course is not a problem-solving or individual help session; also not a class on MOCAS, SEPS, REVEAL, or SPS





DCMA Contract Financing -  Progress Payments






_1091735089.ppt


What Financing Does Not Include

		Delivery invoice payments, e.g., DD 250

		Payments for partial deliveries

		Lease and rental payments
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What Financing Includes

		Progress Payments (percentage or stage of completion)

		Performance-Based Payments

		Interim payments or public vouchers (cost reimbursement) 

		Commercial advance and interim payments

		Advance payments
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Development History  

		SMEs identified initial module objectives

		Modules updated over the past year

		Each module constructed to provide students with “how” to perform specifics
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FAR 32.102 (cont’d)

		Commercial Item Financing – offered on contracts for goods or services determined to be commercial

		Progress Payments – made on the basis of costs incurred by the contractor as work progresses that will be recouped as goods are delivered to the Government
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FAR 32.102 (cont’d)

		Public Vouchers – offered on cost-type contracts and provide interim payment for costs

		Not contract financing methods 



Loan guarantees 

Partial delivery payments
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What We Have Learned

		Overview of Contract Financing  Course 

		What ACO’s authority is

		Introduction to contract financing

		Risk management review
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FAR 32.102

		Advance Payments – sometimes offered to contractors to assist with starting or maintaining contract progress without advance financing from the Government

		Performance-Based Payments – made upon execution of specific contract performance milestones or deliverables
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What We Know

		ACO’s authority

		What contract financing is

		What is involved in risk management
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Contract Financing

	An authorized Government disbursement of monies to a contractor prior to acceptance of supplies or services by Government 

[FAR 32.001]
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Administrative Details

		Physical Layout

		Messages

		Cell Phones and Pagers (personal electronic devices)





DCMA Contract Financing -  Progress Payments






_1091735065.ppt


Development History  (cont’d)

		Modules delivered by FSR-type on a local basis; do not have to be attended in CLIN order

		Student materials posted on DCMA homepage for easy access prior to class
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“WIIFM”

“What’s in it for me?”



		Latest contract financing policy

		Headquarters “message”

		Opportunity to learn

		Opportunity to share and network

		Opportunity to ask a SME or FSR questions
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Training Rules

		No such thing as a “stupid question”

		Ask as many questions as you need to

		Respect others’ issues and problems

		Keep discussions confidential

		Participate fully
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Development Hierarchy

		FAR first

		Then DFARS

		Then the OneBook

		Then the Contract Financing Application Guide, and

		Finally, SMEs’ best practices 
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Contract Financing Modules

		Progress Payments

		Performance-Based Payments

		Public Vouchers

		Commercial Item Financing

		Advance Payments
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Course Purpose

		To improve the overall quality of managing risk associated with contract financing

		Specifically, to target areas or processes in need of improvement, and to provide information about them

		Not a course on contract administration
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DCMA Contract Financing Course
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