
697 

Federal Acquisition Regulation 32.206 

adjust each proposed price for evalua-
tion purposes to reflect the cost of pro-
viding the proposed financing in order 
to determine the total cost to the Gov-
ernment of that particular combina-
tion of price and financing. 

(2) Contract financing results in the 
Government making payments earlier 
than it otherwise would. In order to de-
termine the cost to the Government of 
making payments earlier, the con-
tracting officer must compute the im-
puted cost of those financing payments 
and add it to the proposed price to de-
termine the evaluated price for each 
offeror. 

(3) The imputed cost of a single fi-
nancing payment is the amount of the 
payment multiplied by the annual in-
terest rate, multiplied by the number 
of years, or fraction thereof, between 
the date of the financing payment and 
the date the amount would have been 
paid as a delivery payment. The im-
puted cost of financing is the sum of 
the imputed costs of each of the financ-
ing payments. 

(4) The contracting officer must cal-
culate the time value of proposal-speci-
fied contract financing arrangements 
using as the interest rate the nominal 
discount rate specified in Appendix C 
of the Office of Management and Budg-
et (OMB) Circular A–94, ‘‘Guidelines 
and Discount Rates for Benefit-Cost 
Analysis of Federal Programs’’, appro-
priate to the period of contract financ-
ing. Where the period of proposed fi-
nancing does not match the periods in 
the OMB Circular, the interest rate for 
the period closest to the finance period 
shall be used. Appendix C is updated 
yearly, and is available from the Office 
of Economic Policy in the Office of 
Management and Budget (OMB). 

[60 FR 49711, Sept. 26, 1995, as amended at 65 
FR 16279, Mar. 27, 2000] 

32.206 Solicitation provisions and con-
tract clauses. 

(a) The contract shall contain the 
paragraph entitled ‘‘Payment’’ of the 
clause at 52.212–4, Contract Terms and 
Conditions—Commercial Items. If the 
contract will provide for contract fi-
nancing, the contracting officer shall 
construct a solicitation provision and 
contract clause. This solicitation pro-
vision shall be constructed in accord-

ance with 32.204 or 32.205. If the proce-
dure at 32.205 is used, the solicitation 
provision at 52.232–31, Invitation to 
Propose Financing Terms, shall be in-
cluded. The contract clause shall be 
constructed in accordance with the re-
quirements of this subpart and any 
agency regulations. 

(b) Each contract financing clause 
shall include: 

(1) A description of the— 
(i) Computation of the financing pay-

ment amounts (see paragraph (c) of 
this section); 

(ii) Specific conditions of contractor 
entitlement to those financing pay-
ments (see paragraph (c) of this sec-
tion); 

(iii) Liquidation of those financing 
payments by delivery payments (see 
paragraph (e) of this section); 

(iv) Security the contractor will pro-
vide for financing payments and any 
terms or conditions specifically appli-
cable thereto (see 32.202–4); and 

(v) Frequency, form, and any addi-
tional content of the contractor’s re-
quest for financing payment (in addi-
tion to the requirements of the clause 
at 52.232–29, Terms for Financing of 
Purchases of Commercial Items; and 

(2) Unless agency regulations author-
ize alterations, the unaltered text of 
the clause at 52.232–29, Terms for Fi-
nancing of Purchases of Commercial 
Items. 

(c) Computation of amounts, and con-
tractor entitlement provisions. (1) Con-
tracts shall provide that delivery pay-
ments shall be made only for com-
pleted supplies and services accepted 
by the Government in accordance with 
the terms of the contract. Contracts 
may provide for commercial advance 
and commercial interim payments 
based upon a wide variety of bases, in-
cluding (but not limited to) achieve-
ment or occurrence of specified events, 
the passage of time, or specified times 
prior to the delivery date(s). The basis 
for payment must be objectively deter-
minable. The clause written by the 
contracting officer shall specify, to the 
extent access is necessary, the infor-
mation and/or facilities to which the 
Government shall have access for the 
purpose of verifying the contractor’s 
entitlement to payment of contract fi-
nancing. 
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(2) If the contract is awarded using 
the offeror-proposed procedure at 
32.205, the clause constructed by the 
contracting officer under paragraph 
(b)(1) of this section shall contain the 
following: 

(i) A statement that the offeror’s pro-
posed listing of earliest times and 
greatest amounts of projected financ-
ing payments submitted in accordance 
with paragraph (d)(2) of the provision 
at 52.232–31, Invitation to Propose Fi-
nancing Terms, is incorporated into 
the contract, and 

(ii) A statement that financing pay-
ments shall be made in the lesser 
amount and on the later of the date 
due in accordance with the financing 
terms of the contract, or in the amount 
and on the date projected in the listing 
of earliest times and greatest amounts 
incorporated in the contract. 

(3) If the security accepted by the 
contracting officer is the contractor’s 
financial condition, the contracting of-
ficer shall incorporate in the clause 
constructed under paragraph (b)(1) of 
this section the following— 

(i) A statement that the contractor’s 
financial condition has been accepted 
as adequate security for commercial fi-
nancing payments; and 

(ii) A statement that the contracting 
officer may exercise the Government’s 
rights to require other security under 
paragraph (c), Security for Government 
Financing, of the clause at 52.232–29, 
Terms for Financing of Purchases of 
Commercial Items, in the event the 
contractor’s financial condition 
changes and is found not to be ade-
quate security. 

(d) Instructions for multiple appropria-
tions. If contract financing is to be 
computed for the contract as a whole, 
and if there is more than one appro-
priation account (or subaccount) fund-
ing payments under the contract, the 
contracting officer shall include, in the 
contract, instructions for distribution 
of financing payments to the respective 
funds accounts. Distribution instruc-
tions and contract liquidation instruc-
tions must be mutually consistent. 

(e) Liquidation. Liquidation of con-
tract financing payments shall be on 
the same basis as the computation of 
contract financing payments; that is, 
financing payments computed on a 

whole contract basis shall be liquidated 
on a whole contract basis; and a pay-
ment computed on a line item basis 
shall be liquidated against that line 
item. If liquidation is on a whole con-
tract basis, the contracting officer 
shall use a uniform liquidation per-
centage as the liquidation method, un-
less the contracting officer obtains the 
concurrence of the cognizant payment 
office that the proposed liquidation 
provisions can be executed by that of-
fice, or unless agency regulations pro-
vide alternative liquidation methods. 

(f) Prompt payment for commercial pur-
chase payments. The provisions of sub-
part 32.9, Prompt Payment, apply to 
contract financing and invoice pay-
ments for commercial purchases in the 
same manner they apply to non-com-
mercial purchases. The contracting of-
ficer is responsible for including in the 
contract all the information necessary 
to implement prompt payment. In par-
ticular, contracting officers must be 
careful to clearly differentiate in the 
contract between contract financing 
and invoice payments and between 
items having different prompt payment 
times. 

(g) Installment payment financing for 
commercial items. Contracting officers 
may insert the clause at 52.232–30, In-
stallment Payments for Commercial 
Items, in solicitations and contracts in 
lieu of constructing a specific clause in 
accordance with paragraphs (b) 
through (e) of this section, if the con-
tract action qualifies under the criteria 
at 32.202–1(b) and installment payments 
for the item are either customary or 
are authorized in accordance with 
agency procedures. 

(1) Description. Installment payment 
financing is payment by the Govern-
ment to a contractor of a fixed number 
of equal interim financing payments 
prior to delivery and acceptance of a 
contract item. The installment pay-
ment arrangement is designed to re-
duce administrative costs. However, if 
a contract will have a large number of 
deliveries, the administrative costs 
may increase to the point where in-
stallment payments are not in the best 
interests of the Government. 

(2) Authorized types of installment pay-
ment financing and rates. Installment 
payments may be made using the 
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clause at 52.232–30, Installment Pay-
ments for Commercial Items, either at 
the 70 percent financing rate cited in 
the clause or at a lower rate in accord-
ance with agency procedures. 

(3) Calculating the amount of install-
ment financing payments. The con-
tracting officer shall identify in the 
contract schedule those items for 
which installment payment financing 
is authorized. Monthly installment 
payment amounts are to be calculated 
by the contractor pursuant to the in-
structions in the contract clause only 
for items authorized to receive install-
ment payment financing. 

(4) Liquidating installment payments. If 
installment payments have been made 
for an item, the amount paid to the 
contractor upon acceptance of the item 
by the Government shall be reduced by 
the amount of installment payments 
made for the item. The contractor’s re-
quest for final payment for each item 
is required to show this calculation. 

32.207 Administration and payment of 
commercial financing payments. 

(a) Responsibility. The contracting of-
ficer responsible for administration of 
the contract shall be responsible for re-
view and approval of contract financ-
ing requests. 

(b) Approval of financing requests. Un-
less otherwise provided in agency regu-
lations, or by agreement with the ap-
propriate payment official— 

(1) The contracting officer shall be 
responsible for receiving, approving, 
and transmitting all contract financing 
requests to the appropriate payment 
office; and 

(2) Each approval shall specify the 
amount to be paid, necessary contrac-
tual information, and the account(s) 
(see 32.206(d)) to be charged for the pay-
ment. 

(c) Management of security. After con-
tract award, the contracting officer re-
sponsible for approving requests for fi-
nancing payments shall be responsible 
for determining that the security con-
tinues to be adequate. If the contrac-
tor’s financial condition is the Govern-
ment’s security, this contracting offi-
cer is also responsible for monitoring 
the contractor’s financial condition. 

Subpart 32.3—Loan Guarantees 
for Defense Production 

32.300 Scope of subpart. 

This subpart prescribes policies and 
procedures for designated agencies’ 
guarantees of loans made by private fi-
nancial institutions to borrowers per-
forming contracts related to national 
defense (see 30.102). 

32.301 Definitions. 

As used in this subpart— 
Borrower means a contractor, subcon-

tractor (at any tier), or other supplier 
who receives a guaranteed loan. 

Federal Reserve Board means the 
Board of Governors of the Federal Re-
serve System. 

Guaranteed loan or V loan means a 
loan, revolving credit fund, or other fi-
nancial arrangement made pursuant to 
Regulation V of the Federal Reserve 
Board, under which the guaranteeing 
agency is obligated, on demand of the 
lender, to purchase a stated percentage 
of the loan and to share any losses in 
the amount of the guaranteed percent-
age. 

Guaranteeing agency means any agen-
cy that the President has authorized to 
guarantee loans, through Federal Re-
serve Banks, for expediting national 
defense production. 

[48 FR 42328, Sept. 19, 1983, as amended at 66 
FR 2132, Jan. 10, 2001] 

32.302 Authority. 

Congress has authorized Federal Re-
serve Banks to act, on behalf of guar-
anteeing agencies, as fiscal agents of 
the United States in the making of 
loan guarantees for defense production 
(Section 301, Defense Production Act of 
1950 (50 U.S.C. App. 2091)). By Executive 
Order 10480, August 14, 1953 (3 CFR 1949– 
53), as amended, the President has des-
ignated the following agencies as guar-
anteeing agencies: 

(a) Department of Defense. 
(b) Department of Energy. 
(c) Department of Commerce. 
(d) Department of the Interior. 
(e) Department of Agriculture. 
(f) General Services Administration. 
(g) National Aeronautics and Space 

Administration. 
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