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SUBPART 32.1  NON-COMMERCIAL ITEM PURCHASE FINANCING

32.104 - PROVIDING CONTRACT FINANCING

Contracting officers may consider including provisions for contract financing in orders that are valued at less than $2 million for non-commercial items with mandatory government sources in accordance with the criteria at FAR 32.104(d).  Consistent with the policy at FAR 32.1001(a), the performance-based payment method should be considered in preference to customary progress payments.  All decisions concerning the financing of orders with mandatory sources must be documented in writing and must be reviewed and approved by a contracting official at least one level above the contracting officer.

SUBPART 32.2  COMMERCIAL ITEM PURCHASE FINANCING

32.202-1 – POLICY
     (a) When financing contracts for commercial acquisitions, the performance-based payment should be considered in preference to customary progress payments, consistent with the policy at FAR 32.1001(a).

     (b) All decisions concerning the financing of orders with mandatory sources must be documented in writing and must be reviewed and approved by a contracting official at least one level above the contracting officer.

SUBPART 32.5 – PROGRESS PAYMENTS BASED ON COSTS
32.502-1 – USE OF CUSTOMARY PROGRESS PAYMENT RATES

When deemed appropriate in accordance with 32.104 and after considering performance-based payments for inclusion in orders for non-commercial items placed with mandatory government sources, the contracting officer may provide for customary progress payments at the customary rate for large business concerns.  See DFARS 232.501-1 for current rate information.

32.502-3 – SOLICITATION PROVISIONS
When customary progress payments are authorized for inclusion in orders for non-commercial items being acquired from mandatory sources, incorporate the provision at 52.232-9P09 to specify the applicable rate (except G&I).

SUBPART 32.6 – CONTRACT DEBTS

32.606 – DEBT DETERMINATION AND COLLECTION

     (a) The contracting officer (PCO) is responsible for determining the principal amount of most contractor debts arising in connection with a contract.  The Defense Finance and Accounting Service (DFAS) is responsible for identifying overpayments and/or other erroneous 
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payments.  DFAS is responsible for collecting contractor debts, including principal and any accrued interest.  With few exceptions, claims related to Subsistence contracts that are not

assigned to the Defense Contract Management Agency (DCMA) for administration, must be established through the Defense Integrated Subsistence Management System (DISMS) claims application at the time they are identified.  See DLAM 4745.15, Volume VI, Part 6, DISMS Vendor Claims Process Users Manual for complete instructions for recording and controlling

claims receivables for Subsistence contracts that are generated mechanically.

     (b) Delays in determining amounts due, or in obtaining timely payment or repayment, effectively result in the unintentional and unauthorized extension of credit to indebted contractors.  Accordingly, each commodity directorate, DSCPE, DSCPP, and the Corporate Contracting and Readiness Division shall establish and maintain centralized oversight of all contractor debts including a record meeting the minimum requirements of FAR 32.606(c).  The active claims status report DISMS generates for Subsistence contracts is adequate for this purpose.

32.610 – DEMAND FOR PAYMENT OF CONTRACT DEBT
     (a) Immediately after determining the extent of a contractor’s indebtedness to the Government, the contracting officer shall issue a letter demanding payment within 30 days.  Generally, two written demands for payment must be made during the 45-day period immediately following determination of the debt.  The contracting officer is responsible for preparing the demand letter and for including all information prescribed at FAR 32.610.  Also see DoD Financial Management Regulation (FMR), Volume 10, Contract Payment Procedures, 180202.  [http://www.dtic.mil/comptroller/fmr/10/10_18.pdf].  

     (b) Contracting officers are strongly urged to seek the advice of appropriate legal counsel when preparing demand letters, i.e., to ensure that all aspects of the debt have been adequately considered and are effectively communicated to the contractor

     (c) As provided by DLAM 7001.1, Accounting and Finance Manual, Chapter 12, 120203, the demand letter must be sent by certified mail with a receipt requested, and the receipt retained in the debt file in the event of subsequent transfer of jurisdiction to DLA J-8, the contract financing office.  When DFAS receives the debt for further action, the second demand letter shall be sent approximately 30 days after the date of the initial demand letter.

     (d) The contracting officer shall forward a copy of all demand letters to:

                Defense Finance and Accounting Service 

                Columbus Center

                ATTN:  DFAS-BKRRB/CC

                P.O. Box 182317

                Columbus, Ohio 43218-2317

When the debt arises from a contract that is assigned to the DCMA for administration, the contracting officer shall, within five days of determining the debt, forward a copy of each demand letter to the cognizant administrative contracting officer (ACO).  
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     (e)  As provided by DoD 7000.14-R, Department of Defense Financial Management 

Regulation, Volume 10, Contract Payment Policy and Procedures, only the senior Financial Manager of a DoD Component can approve or deny a contractor request for deferment of debt payments.  For DLA primary level field activities, the DLA Comptroller (J-8) is that official.

32.612-P – REQUEST FOR WITHHOLDING/RELEASE OF FUNDS, DSCP FORM 1272
Contracting officers may use the DSCP Form 1272, Request for Withholding/Release of Funds, to request DFAS-CO to withhold funds from contractor payments pending the resolution of outstanding contract issues.  The bottom portion of the form may be used to authorize the payment office to release of funds subsequent to withholding.  This form is available and may be accessed via Form Flow.

32.613 – DEFERMENT OF COLLECTION

Within three business days of receipt, the contracting officer shall forward any deferment request to the DLA Comptroller (J-8) for a decision by certified mail.  Only that official can approve or deny a deferment request.

232.671 – BANKRUPTCY REPORTING
Procedures for reporting contractor bankruptcy are prescribed at 42.902.  When progress payments are included in any affected contract, the contracting officer must also notify the Chief of the Commodity Contracting Support Team or, for DSCPE, DSCPP and Corporate Contracting and Readiness Division contracts, the Chief of the Contract Integrity Team.

32.7 – CONTRACT FUNDING

32.703-2 – CONTRACTS CONDITIONED UPON AVAILABILITY OF FUNDS
Except under circumstances described at FAR 32.703-2, contract actions may not be initiated prior to the availability of funds unless a FAR deviation permitting the use of the provision at FAR 52.232-18, Availability of Funds, is obtained.  In all other instances, when conditions other than those described at FAR 32.703-2 exist, the contracting officer must prepare and submit a memorandum describing the extraordinary circumstances that necessitate the issuance of a solicitation prior to the availability of funding to the Chief of the Commodity Contracting Support Team via the Office of Counsel.  If considered appropriate, the Chief of the Commodity Contracting Support Team will sign the memorandum and forward it to HQ J3313 for review and approval.
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