PART 52—SOLICITATION PROVISIONS AND CONTRACT CLAUSES

52.232-5

52.232-1 Payments.

As prescribed in 32.111(a)(1), insert the following
clause, appropriately modified with respect to payment due
date in accordance with agency regulations, in solicitations
and contracts when a fixed-price supply contract, a fixed-
price service contract, or a contract for nonregulated
communication services is contempl ated:

PayMENTS (APR1984)

The Government shall pay the Contractor, upon the sub-
mission of proper invoices or vouchers, the prices stipulated
in this contract for supplies delivered and accepted or ser-
vices rendered and accepted, less any deductions provided
in this contract. Unless otherwise specified in this contract,
payment shall be made on partial deliveries accepted by the
Government if—

(8) The amount due on the deliveries warrants it; or

(b) The Contractor requests it and the amount due on the
deliveriesis at least $1,000 or 50 percent of the total con-
tract price.

(End of clause)

52.232-2 Payments under Fixed-Price Research and

Development Contracts.

As prescribed in 32.111(a)(2), insert the following
clause, as appropriately modified with respect to payment
due dates in accordance with agency regulations, in solici-
tations and contracts when a fixed-price research and
development contract is contemplated:

PAYMENTS UNDER FIXED-PRICE RESEARCH AND
DevELOPMENT CONTRACTS (APR 1984)

The Government shall pay the Contractor, upon submis-
sion of proper invoices or vouchers, the prices stipulated in
this contract for work delivered or rendered and accepted,
less any deductions provided in this contract. Unless other-
wise specified, payment shall be made upon acceptance of
any portion of the work delivered or rendered for which a
priceis separately stated in the contract.

(End of clause)

52.232-3 Paymentsunder Personal Services Contracts.

As prescribed in 32.111(a)(3), insert the following
clause, appropriately modified with respect to payment due
dates in accordance with agency regulations, in solicitations
and contracts for personal services:

PAYMENTS UNDER PERSONAL SERVICES CONTRACTS
(APR 1984)

The Government shall pay the Contractor for the services
performed by the Contractor, as set forth in the Schedule of
this contract, at the rates prescribed, upon the submission by
the Contractor of proper invoices or time statements to the
office or officer designated and at the time provided for in
this contract. The Government shall aso pay the
Contractor—

(a) A per diemratein lieu of subsistence for each day the
Contractor is in atravel status away from home or regular
place of employment in accordance with Federal Travel
Regulations (41 CFR 101-7) as authorized in appropriate
Travel Orders; and

(b) Any other transportation expenses if provided for in
the Schedule.

(End of clause)

52.232-4 Payments under Transportation Contracts
and Transportation-Related Services Contracts.

As prescribed in 32.111(a)(4), insert the following
clause, appropriately modified with respect to payment due
dates in accordance with agency regulations, in solicitations
and contracts for transportation or transportation-related
services:

PAYMENTS UNDER TRANSPORTATION CONTRACTS AND
TRANSPORTATION-RELATED SERVICES CONTRACTS
(APrR 1984)

The Government shall pay the Contractor upon the sub-
mission of properly certified invoices or vouchers, the
amount due for services rendered and accepted, less deduc-
tions, if any, as herein provided.

(End of clause)

52.232-5 Payments under Fixed-Price Construction
Contracts.
As prescribed in 32.111(a)(5), insert the following
clause:

PayMENTS UNDER FiXED-PRICE CONSTRUCTION CONTRACTS
(MAY 1997)

(a) Payment of price. The Government shall pay the
Contractor the contract price as provided in this contract.

(b) Progress payments. The Government shall make
progress payments monthly as the work proceeds, or at
more frequent intervals as determined by the Contracting
Officer, on estimates of work accomplished which meetsthe
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standards of quality established under the contract, as
approved by the Contracting Officer.

(1) The Contractor’s request for progress payments
shall include the following substantiation:

(i) An itemization of the amounts requested,
related to the various elements of work required by the con-
tract covered by the payment requested.

(ii) A listing of the amount included for work per-
formed by each subcontractor under the contract.

(iii) A listing of the total amount of each subcon-
tract under the contract.

(iv) A listing of the amounts previously paid to
each such subcontractor under the contract.

(v) Additional supporting datain aform and detail
required by the Contracting Officer.

(2) In the preparation of estimates, the Contracting
Officer may authorize material delivered on the site and
preparatory work done to be taken into consideration.
Material delivered to the Contractor at locations other than
the site al'so may be taken into consideration if—

(i) Consideration is specifically authorized by this
contract; and

(if) The Contractor furnishes satisfactory evidence
that it has acquired title to such material and that the mate-
rial will be used to perform this contract.

(c) Contractor certification. Along with each request for
progress payments, the Contractor shall furnish the follow-
ing certification, or payment shall not be made: (However,
if the Contractor elects to delete paragraph (c)(4) from the
certification, the certification is still acceptable.)

| hereby certify, to the best of my knowledge and belief,
that—

(1) The amounts requested are only for performance in
accordance with the specifications, terms, and conditions of
the contract;

(2) Payments to subcontractors and suppliers have been
made from previous payments received under the contract,
and timely payments will be made from the proceeds of the
payment covered by this certification, in accordance with
subcontract agreements and the requirements of chapter 39
of Title 31, United States Code;

(3) This request for progress payments does not include
any amounts which the prime contractor intends to withhold
or retain from a subcontractor or supplier in accordance
with the terms and conditions of the subcontract; and

(4) This certification is not to be construed as final
acceptance of a subcontractor’s performance.

(Name)

(Title)

(Date)
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(d) Refund of unearned amounts. If the Contractor, after
making a certified request for progress payments, discovers
that aportion or al of such request constitutes a payment for
performance by the Contractor that fails to conform to the
specifications, terms, and conditions of this contract (here-
inafter referred to as the “unearned amount”), the
Contractor shall—

(1) Notify the Contracting Officer of such perfor-
mance deficiency; and

(2) Be obligated to pay the Government an amount
(computed by the Contracting Officer in the manner pro-
vided in paragraph (j) of this clause) equal to interest on the
unearned amount from the 8th day after the date of receipt
of the unearned amount until—

(i) The date the Contractor notifies the Contracting
Officer that the performance deficiency has been corrected; or

(if) The date the Contractor reduces the amount of
any subsequent certified request for progress payments by
an amount equal to the unearned amount.

(e) Retainage. If the Contracting Officer finds that satis-
factory progress was achieved during any period for which
a progress payment is to be made, the Contracting Officer
shall authorize payment to be made in full. However, if sat-
isfactory progress has not been made, the Contracting
Officer may retain a maximum of 10 percent of the amount
of the payment until satisfactory progressisachieved. When
the work is substantially complete, the Contracting Officer
may retain from previously withheld funds and future
progress payments that amount the Contracting Officer con-
siders adequate for protection of the Government and shall
release to the Contractor all the remaining withheld funds.
Also, on completion and acceptance of each separate build-
ing, public work, or other division of the contract, for which
the price is stated separately in the contract, payment shall
be made for the completed work without retention of a per-
centage.

() Title, liability, and reservation of rights. All material
and work covered by progress payments made shall, at the
time of payment, become the sole property of the
Government, but this shall not be construed as—

(1) Relieving the Contractor from the sole responsi-
bility for all material and work upon which payments have
been made or the restoration of any damaged work; or

(2) Waiving the right of the Government to require the
fulfillment of all of the terms of the contract.

(g) Reimbursement for bond premiums. In making these
progress payments, the Government shall, upon request,
reimburse the Contractor for the amount of premiums paid
for performance and payment bonds (including coinsurance
and reinsurance agreements, when applicable) after the
Contractor has furnished evidence of full payment to the
surety. The retainage provisions in paragraph (e) of this
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clause shall not apply to that portion of progress payments
attributable to bond premiums.

(h) Final payment. The Government shall pay the
amount due the Contractor under this contract after—

(1) Completion and acceptance of all work;

(2) Presentation of a properly executed voucher; and

(3) Presentation of release of all claims against the
Government arising by virtue of this contract, other than
claims, in stated amounts, that the Contractor has specifi-
cally excepted from the operation of the release. A release
may also be required of the assignee if the Contractor’'s
clam to amounts payable under this contract has been
assigned under the Assignment of Claims Act of 1940
(31 U.S.C. 3727 and 41 U.S.C. 15).

(i) Limitation because of undefinitized work.
Notwithstanding any provision of this contract, progress
payments shall not exceed 80 percent on work accom-
plished on undefinitized contract actions. A *“contract
action” is any action resulting in a contract, as defined in
FAR Subpart 2.1, including contract modifications for addi-
tional supplies or services, but not including contract
modifications that are within the scope and under the terms
of the contract, such as contract modifications issued pur-
suant to the Changes clause, or funding and other
administrative changes.

(j) Interest computation on unearned amounts In accor-
dance with 31 U.S.C. 3903(c)(1), the amount payable under
subparagraph (d)(2) of this clause shall be—

(1) Computed at the rate of average bond equivalent
rates of 91-day Treasury bills auctioned at the most recent
auction of such bills prior to the date the Contractor receives
the unearned amount; and

(2) Deducted from the next available payment to the
Contractor.

(End of clause)

52.232-6 Payment under Communication Service

Contracts with Common Carriers.

As prescribed in 32.111(a)(6), insert the following
clause, appropriately modified with respect to payment due
dates in accordance with agency regulations, in solicitations
and contracts for regulated communication services by
common carriers:

PAaYMENT UNDER COMMUNICATION SERVICE CONTRACTS
wITH ComMON CARRIERS (APR 1984)

The Government shall pay the Contractor, in arrears,
upon submission of invoices for services and facilities fur-
nished in accordance with the terms of CSAs issued under
this contract, the rates and charges for the services and facil-

ities as set forth in the clause entitled “Rates, Charges and
Services.”

(End of clause)

52.232-7 Payments under Time-and-Materials and
Labor-Hour Contracts.
As prescribed in 32.111(b), insert the following clause:

PAYMENTS UNDER TIME-AND-MATERIALS AND LABOR-HOUR
CoNTRACTS (FeB 1997)

The Government shall pay the Contractor as follows
upon the submission of invoices or vouchers approved by
the Contracting Officer:

(a) Hourly rate. (1) The amounts shall be computed by
multiplying the appropriate hourly rates prescribed in the
Schedule by the number of direct labor hours performed.
The rates shall include wages, indirect costs, general and
administrative expense, and profit. Fractional parts of an
hour shall be payable on a prorated basis. Vouchers may be
submitted once each month (or at more frequent intervals, if
approved by the Contracting Officer), to the Contracting
Officer or designee. The Contractor shall substantiate
vouchers by evidence of actual payment and by individual
daily job timecards, or other substantiation approved by the
Contracting Officer. Promptly after receipt of each substan-
tiated voucher, the Government shall, except as otherwise
provided in this contract, and subject to the terms of (e) of
this section, pay the voucher as approved by the Contracting
Officer.

(2) Unless otherwise prescribed in the Schedule, the
Contracting Officer shall withhold 5 percent of the amounts
due under this paragraph (a), but the total amount withheld
shall not exceed $50,000. The amounts withheld shall be
retained until the execution and delivery of arelease by the
Contractor as provided in paragraph (f) of this section.

(3) Unless the Schedule prescribes otherwise, the
hourly rates in the Schedule shall not be varied by virtue of
the Contractor having performed work on an overtime basis.
If no overtime rates are provided in the Schedule and over-
time work is approved in advance by the Contracting
Officer, overtime rates shall be negotiated. Failure to agree
upon these overtime rates shall be treated as a dispute under
the Disputes clause of this contract. If the Schedule provides
rates for overtime, the premium portion of those rates will
be reimbursable only to the extent the overtime is approved
by the Contracting Officer.

(b) Materials and subcontracts. (1) Allowable costs of
direct materials shall be determined by the Contracting
Officer in accordance with Subpart 31.2 of the Federa
Acquisition Regulation (FAR) in effect on the date of this
contract. Reasonable and allocable material handling costs
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may be included in the charge for material to the extent they
are clearly excluded from the hourly rate. Material handling
costs are comprised of indirect costs, including, when
appropriate, general and administrative expense all ocated to
direct materials in accordance with the Contractor’s usual
accounting practices consistent with Subpart 31.2 of the
FAR. The Contractor shall be reimbursed for items and ser-
vices purchased directly for the contract only when cash,
checks, or other forms of actual payment have been made
for such purchased items or services. Direct materials, as
used in this clause, are those materials which enter directly
into the end product, or which are used or consumed
directly in connection with the furnishing of the end prod-
uct.

(2) The cost of subcontracts that are authorized under
the subcontracts clause of this contract shall be reim-
bursable costs under this clause; provided, that the costs are
consistent with subparagraph (b)(3) of this section.
Reimbursable costs in connection with subcontracts shall be
limited to the amounts paid to the subcontractor for items
and services purchased directly for the contract only when
cash, checks, or other form of payment has been made for
such purchased items or services; however, this requirement
shall not apply to a Contractor that is a small business con-
cern. Reimbursable costs shall not include any costs arising
from the letting, administration or supervision of perfor-
mance of the subcontract, if the costs are included in the
hourly rates payable under (a)(1) of this section.

(3) To the extent able, the Contractor shall—

(i) Obtain materials at the most advantageous
prices available with due regard to securing prompt delivery
of satisfactory materials; and

(if) Take all cash and trade discounts, rebates,
allowances, credits, salvage, commissions, and other bene-
fits. When unable to take advantage of the benefits, the
Contractor shall promptly notify the Contracting Officer
and give the reasons. Credit shall be given to the
Government for cash and trade discounts, rebates,
allowances, credits, salvage, the value of any appreciable
scrap, commissions, and other amounts that have accrued to
the benefit of the Contractor, or would have accrued except
for the fault or neglect of the Contractor. The benefits lost
without fault or neglect on the part of the Contractor, or lost
through fault of the Government, shall not be deducted from
gross costs.

(c) Total cost. It is estimated that the total cost to the
Government for the performance of this contract shall not
exceed the ceiling price set forth in the Schedule and the
Contractor agrees to use its best efforts to perform the work
specified in the Schedule and all obligations under this con-
tract within such ceiling price. If at any time the Contractor
has reason to believe that the hourly rate payments and
meateria costs that will accrue in performing this contract in
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the next succeeding 30 days, if added to al other payments
and costs previously accrued, will exceed 85 percent of the
ceiling pricein the Schedule, the Contractor shall notify the
Contracting Officer giving a revised estimate of the total
price to the Government for performing this contract with
supporting reasons and documentation. If at any time during
performing this contract, the Contractor has reason to
believe that the total price to the Government for perform-
ing this contract will be substantially greater or less than the
then stated ceiling price, the Contractor shall so notify the
Contracting Officer, giving a revised estimate of the total
price for performing this contract, with supporting reasons
and documentation. If at any time during performing this
contract, the Government has reason to believe that the
work to be required in performing this contract will be sub-
stantially greater or less than the stated ceiling price, the
Contracting Officer will so advise the Contractor, giving the
then revised estimate of the total amount of effort to be
required under the contract.

(d) Ceiling price. The Government shall not be obligated
to pay the Contractor any amount in excess of the ceiling
price in the Schedule, and the Contractor shall not be oblig-
ated to continue performance if to do so would exceed the
ceiling price set forth in the Schedule, unless and until the
Contracting Officer shall have notified the Contractor in
writing that the ceiling price has been increased and shall
have specified in the notice a revised ceiling that shall con-
stitute the ceiling price for performance under this contract.
When and to the extent that the ceiling price set forth in the
Schedul e has been increased, any hours expended and mate-
rial costsincurred by the Contractor in excess of the ceiling
price before the increase shall be allowable to the same
extent asif the hours expended and material costs had been
incurred after the increase in the ceiling price.

(e) Audit. At any time before final payment under this
contract the Contracting Officer may request audit of the
invoices or vouchers and substantiating material. Each pay-
ment previously made shall be subject to reduction to the
extent of amounts, on preceding invoices or vouchers, that
are found by the Contracting Officer not to have been prop-
erly payable and shall aso be subject to reduction for
overpayments or to increase for underpayments. Upon
receipt and approval of the voucher or invoice designated
by the Contractor as the “ completion voucher” or “comple-
tion invoice” and substantiating material, and upon
compliance by the Contractor with all terms of this contract
(including, without limitation, terms relating to patents and
the terms of (f) and (g) of this section), the Government
shall promptly pay any balance due the Contractor. The
completion invoice or voucher, and substantiating material,
shall be submitted by the Contractor as promptly as practi-
cable following completion of the work under this contract,
but in no event later than 1 year (or such longer period asthe
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Contracting Officer may approve in writing) from the date
of completion.

(f) Assignment. The Contractor, and each assignee under
an assignment entered into under this contract and in effect
at the time of final payment under this contract, shall exe-
cute and deliver, at the time of and as a condition precedent
to final payment under this contract, a release discharging
the Government, its officers, agents, and employees of and
from all liabilities, obligations, and claims arising out of or
under this contract, subject only to the following excep-
tions:

(1) Specified claimsin stated amounts, or in estimated
amounts if the amounts are not susceptible of exact state-
ment by the Contractor.

(2) Claims, together with reasonable incidental
expenses, based upon the liabilities of the Contractor to
third parties arising out of performing this contract, that are
not known to the Contractor on the date of the execution of
the release, and of which the Contractor gives noticein writ-
ing to the Contracting Officer not more than 6 years after
the date of the release or the date of any notice to the
Contractor that the Government is prepared to make final
payment, whichever is earlier.

(3) Claims for reimbursement of costs (other than
expenses of the Contractor by reason of its indemnification
of the Government against patent liability), including rea-
sonable incidental expenses, incurred by the Contractor
under the terms of this contract relating to patents.

(9) Refunds. The Contractor agrees that any refunds,
rebates, or credits (including any related interest) accruing
to or received by the Contractor or any assignee, that arise
under the materials portion of this contract and for which
the Contractor has received reimbursement, shall be paid by
the Contractor to the Government. The Contractor and each
assignee, under an assignment entered into under this con-
tract and in effect at the time of final payment under this
contract, shall execute and deliver, at the time of and as a
condition precedent to final payment under this contract, an
assignment to the Government of such refunds, rebates, or
credits (including any interest) in form and substance satis-
factory to the Contracting Officer.

(End of clause)

Alternate | (Apr 1984). If the nature of the work to be
performed requires the contractor to furnish material that is
regularly sold to the general public in the normal course of
business by the contractor, and the price is under the limita-
tions prescribed in 16.601(b)(3), add the following
subparagraph (4) to paragraph (b) of the basic clause:

(b)(4) If the nature of the work to be performed

requires the Contractor to furnish material which is regu-
larly sold to the general public in the normal course of

business by the Contractor, the price to be paid for such
material, notwithstanding (b)(1) above, shall be on the basis
of an established catalog or list price, in effect when the
material is furnished, less all applicable discounts to the
Government; provided, that in no event shall such price be
in excess of the Contractor’s sales price to its most favored
customer for the same item in like quantity, or the current
market price, whichever islower.

Alternate Il (Jan 1986). If a labor-hour contract is con-
templated, and if no specific reimbursement for materials
furnished is intended, the Contracting Officer may add the
following paragraph (h) to the basic clause:

(h) Theterms of this clause that govern reimbursement
for materials furnished are considered to have been deleted.

52.232-8 Discountsfor Prompt Payment.
As prescribed in 32.111(c)(1), insert the following
clause:

DiSCOUNTS FOR PROMPT PAYMENT (MAY 1997)

() Discounts for prompt payment will not be considered
in the evaluation of offers. However, any offered discount
will form a part of the award, and will be taken if payment
is made within the discount period indicated in the offer by
the offeror. As an alternative to offering a prompt payment
discount in conjunction with the offer, offerors awarded
contracts may include prompt payment discounts on indi-
vidua invoices.

(b) In connection with any discount offered for prompt
payment, time shall be computed from the date of the
invoice. If the Contractor has not placed a date on the
invoice, the due date shall be calculated from the date the
designated billing office receives a proper invoice, provided
the agency annotates such invoice with the date of receipt at
the time of receipt. For the purpose of computing the dis-
count earned, payment shall be considered to have been
made on the date that appears on the payment check or, for
an electronic funds transfer, the specified payment date.
When the discount date falls on a Saturday, Sunday, or legal
holiday when Federal Government offices are closed and
Government business is not expected to be conducted, pay-
ment may be made on the following business day.

(End of clause)

52.232-9 Limitation on Withholding of Payments.

As prescribed in 32.111(c)(2), insert a clause substan-
tially as follows, appropriately modified with respect to
payment due dates in accordance with agency regulations,
in solicitations and contracts when a supply contract, ser-
vice contract, time-and-materials contract, |abor-hour
contract, or research and development contract is contem-
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plated that includes two or more terms authorizing the tem-
porary withholding of amounts otherwise payable to the
contractor for supplies delivered or services performed:

LiMITATION ON WITHHOLDING OF PAYMENTS (APR 1984)

If more than one clause or Schedule term of this contract
authorizes the temporary withholding of amounts otherwise
payable to the Contractor for supplies delivered or services
performed, the total of the amountswithheld at any onetime
shall not exceed the greatest amount that may be withheld
under any one clause or Schedule term at that time; pro -
vided, that this limitation shall not apply to—

(a) Withholdings pursuant to any clause relating to wages
or hours of employees;

(b) Withholdings not specifically provided for by this
contract;

(c) The recovery of overpayments; and

(d) Any other withholding for which the Contracting
Officer determines that this limitation is inappropriate.

(End of clause)

52.232-10 Payments under Fixed-Price Architect-
Engineer Contracts.
As prescribed in 32.111(d)(1), insert the following
clause:

PAYMENTS UNDER FIXED-PRICE ARCHITECT-ENGINEER
CoNTRACTS (Auc 1987)

(a) Estimates shall be made monthly of the amount and
value of the work and services performed by the Contractor
under this contract which meet the standards of quality
established under this contract. The estimates shall be pre-
pared by the Contractor and accompanied by any supporting
data required by the Contracting Officer.

(b) Upon approva of the estimate by the Contracting
Officer, payment upon properly executed vouchers shall be
made to the Contractor, as soon as practicable, of 90 percent
of the approved amount, less all previous payments; pro -
vided, that payment may be made in full during any months
in which the Contracting Officer determines that perfor-
mance has been satisfactory. Also, whenever the
Contracting Officer determines that the work is substan-
tially complete and that the amount retained is in excess of
the amount adequate for the protection of the Government,
the Contracting Officer may release the excess amount to
the Contractor.

(c) Upon satisfactory completion by the Contractor and
acceptance by the Contracting Officer of the work done by
the Contractor under the “ Statement of Architect-Engineer
Services’, the Contractor will be paid the unpaid balance
of any money due for work under the statement, including

52-200

retained percentages relating to this portion of the work.
Upon satisfactory completion and final acceptance of the
construction work, the Contractor shall be paid any unpaid
balance of money due under this contract.

(d) Before final payment under the contract, or before
settlement upon termination of the contract, and as a condi-
tion precedent thereto, the Contractor shall execute and
deliver to the Contracting Officer a release of al claims
against the Government arising under or by virtue of this
contract, other than any claimsthat are specifically excepted
by the Contractor from the operation of the release in
amounts stated in the release.

(e) Notwithstanding any other provision in this contract,
and specifically paragraph (b) of this clause, progress pay-
ments shall not exceed 80 percent on work accomplished on
undefinitized contract actions. A “contract action” is any
action resulting in acontract, asdefined in FAR Subpart 2.1,
including contract modifications for additional supplies or
services, but not including contract modifications that are
within the scope and under the terms of the contract, such as
contract modifications issued pursuant to the Changes
clause, or funding and other administrative changes.

(End of clause)

52.232-11 Extras.

As prescribed in 32.111(d)(2), insert the following
clause, appropriately modified with respect to payment due
dates in accordance with agency regulations, in solicitations
and contracts when a fixed-price supply contract, fixed-
price service contract, or transportation contract is
contemplated:

ExTrRAS (APR 1984)

Except as otherwise provided in this contract, no pay-
ment for extras shall be made unless such extras and the
price therefor have been authorized in writing by the
Contracting Officer.

(End of clause)

52.232-12 Advance Payments.
As prescribed in 32.412(a), insert the following clause:

ADVANCE PAYMENTS (MAY 1999)

(a) Requirements for payment. Advance payments will
be made under this contract (1) upon submission of properly
certified invoices or vouchers by the Contractor, and
approval by the administering office, [insert the
name of the office designated under agency procedures], or
(2) under a letter of credit. The amount of the invoice or
voucher submitted plus all advance payments previously
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approved shall not exceed $ . If aletter of creditis
used, the Contractor shall withdraw cash only when needed
for disbursements acceptable under this contract and report
cash disbursements and balances as required by the admin-
istering office. The Contractor shall apply terms similar to
this clause to any advance payments to subcontractors.

(b) Special bank account. Until (1) the Contractor has
liquidated all advance payments made under the contract
and related interest charges and (2) the administering office
has approved in writing the release of any funds due and
payable to the Contractor, all advance payments and other
payments under this contract shall be made by check
payable to the Contractor marked for deposit only in the
Contractor’s special bank account with the [insert
the name of the bank]. None of the funds in the special bank
account shall be mingled with other funds of the Contractor.
Withdrawals from the special bank account may be made
only by check of the Contractor countersigned by the
Contracting Officer or a Government countersigning agent
designated in writing by the Contracting Officer.

(c) Use of funds. The Contractor may withdraw funds
from the specia bank account only to pay for properly allo-
cable, allowable, and reasonable costs for direct materials,
direct labor, and indirect costs. Other withdrawals require
approval in writing by the administering office.
Determinations of whether costs are properly alocable,
alowable, and reasonable shall be in accordance with gen-
erally accepted accounting principles, subject to any
applicable subparts of Part 31 of the Federal Acquisition
Regulation.

(d) Repayment to the Government. At any time, the
Contractor may repay al or any part of the funds advanced
by the Government. Whenever requested in writing to do so
by the administering office, the Contractor shall repay to the
Government any part of unliquidated advance payments
considered by the administering office to exceed the
Contractor’s current requirements or the amount specified
in paragraph (&) above. If the Contractor fails to repay the
amount requested by the administering office, all or any part
of the unliquidated advance payments may be withdrawn
from the specia bank account by check signed by only the
countersigning agent and applied to reduction of the unlig-
uidated advance payments under this contract.

(e) Maximum payment. When the sum of al unliqui-
dated advance payments, unpaid interest charges, and other
payments exceed percent of the contract price, the
Government shall withhold further payments to the
Contractor. On completion or termination of the contract,
the Government shall deduct from the amount due to the
Contractor al unliquidated advance payments and al inter-
est charges payable. If previous payments to the Contractor
exceed the amount due, the excess amount shall be paid to
the Government on demand. For purposes of this paragraph,

the contract price shall be considered to be the stated con-
tract price of $ , less any subsequent price reductions
under the contract, plus (1) any price increases resulting
from any terms of this contract for price redetermination or
escalation, and (2) any other price increases that do not, in
the aggregate, exceed $ [insert an amount not higher
than 10 percent of the stated contract amount inserted in
this paragraph]. Any payments withheld under this para-
graph shall be applied to reduce the unliquidated advance
payments. If full liquidation has been made, payments
under the contract shall resume.

(f) Interest. (1) The Contractor shall pay interest to the
Government on the daily unliquidated advance payments at
the daly rate specified in subparagraph (f)(3) below.
Interest shall be computed at the end of each calendar month
for the actual number of days involved. For the purpose of
computing the interest charge—

(i) Advance payments shall be considered as
increasing the unliquidated balance as of the date of the
advance payment check;

(i) Repayments by Contractor check shall be con-
sidered as decreasing the unliquidated balance as of the date
on which the check is received by the Government author-
ity designated by the Contracting Officer; and

(iii) Liquidations by deductions from Government
payments to the Contractor shall be considered as decreas-
ing the unliquidated balance as of the date of the check for
the reduced payment.

(2) Interest charges resulting from the monthly com-
putation shall be deducted from payments, other than
advance payments, due the Contractor. If the accrued inter-
est exceeds the payment due, any excess interest shall be
carried forward and deducted from subsequent payments.
Interest carried forward shall not be compounded. Interest
on advance payments shall cease to accrue upon satisfactory
completion or termination of the contract for the conve-
nience of the Government. The Contractor shall charge
interest on advance payments to subcontractors in the man-
ner described above and credit the interest to the
Government. Interest need not be charged on advance pay-
ments to nonprofit educational or research subcontractors
for experimental, developmental, or research work.

(3) If interest is required under the contract, the
Contracting Officer shall determine a daily interest rate
based on the higher of (i) the published prime rate of the
banking ingtitution (depository) in which the specia bank
account is established or (ii) the rate established by the
Secretary of the Treasury under Pub. L. 92-41 (50 U.S.C.
App. 1215(b)(2)). The Contracting Officer shall revise the
daily interest rate during the contract period in keeping with
any changes in the cited interest rates.

(4) If the full amount of interest charged under this
paragraph has not been paid by deduction or otherwise upon
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completion or termination of this contract, the Contractor
shal pay the remaining interest to the Government on
demand.

(g) Bank agreement. Before an advance payment is
made under this contract, the Contractor shall transmit to
the administering office, in the form prescribed by the
administering office, an agreement in triplicate from the
bank in which the specia bank account is established,
clearly setting forth the special character of the account and
the responsibilities of the bank under the account. If possi-
ble, the Contractor shall select abank that is a member bank
of the Federa Reserve System or is an “insured” bank
within the meaning the Federal Deposit Insurance
Corporation Act (12 U.S.C. 1811).

(h) Lien on special bank account. The Government shall
have a lien upon any balance in the special bank account
paramount to all other liens. The Government lien shall
secure the repayment of any advance payments made under
this contract and any related interest charges.

(i) Lien on property under contract. (1) All advance pay-
ments under this contract, together with interest charges,
shall be secured, when made, by a lien in favor of the
Government, paramount to all other liens, on the supplies or
other things covered by this contract and on material and
other property acquired for or alocated to the performance
of this contract, except to the extent that the Government by
virtue of any other terms of this contract, or otherwise, shall
have valid title to the supplies, materials, or other property
as against other creditors of the Contractor.

(2) The Contractor shall identify, by marking or seg-
regation, al property that is subject to alien in favor of the
Government by virtue of any terms of this contract in such
away asto indicate that it is subject to alien and that it has
been acquired for or alocated to performing this contract.
If, for any reason, the supplies, materials, or other property
are not identified by marking or segregation, the
Government shall be considered to have alien to the extent
of the Government’s interest under this contract on any
mass of property with which the supplies, materias, or
other property are commingled. The Contractor shall main-
tain adequate accounting control over the property on its
books and records.

(3) If, & any time during the progress of the work on the
contract, it becomes necessary to deliver to athird person any
items or materials on which the Government has alien, the
Contractor shall notify the third person of the lien and shall
obtain from the third person areceipt in duplicate acknowl-
edging the existence of the lien. The Contractor shall provide
acopy of each receipt to the Contracting Officer.

(4) If, under the termination clause, the Contracting
Officer authorizes the Contractor to sell or retain termina-
tion inventory, the approval shall constitute a release of the
Government’s lien to the extent that—
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(i) The termination inventory is sold or retained; and

(ii) The sale proceeds or retention credits are
applied to reduce any outstanding advance payments.

() Insurance. (1) The Contractor shall maintain with
responsible insurance carriers—

(i) Insurance on plant and equipment against fire
and other hazards, to the extent that similar properties are
usually insured by others operating plants and properties of
similar character in the same general locality;

(i) Adeguate insurance against liability on account
of damage to persons or property; and

(iii) Adeguate insurance under al applicable work-
ers compensation laws.

(2) Until work under this contract has been completed
and all advance payments made under the contract have
been liquidated, the Contractor shall—

(i) Maintain this insurance;

(if) Maintain adequate insurance on any materials,
parts, assemblies, subassemblies, supplies, equipment, and
other property acquired for or allocable to this contract and
subject to the Government lien under paragraph (i) of this
clause; and

(iii) Furnish any evidence with respect to itsinsur-
ance that the administering office may reguire.

(k) Default. (1) If any of the following events occurs, the
Government may, by written notice to the Contractor, with-
hold further withdrawal s from the special bank account and
further payments on this contract:

(i) Termination of this contract for a fault of the
Contractor.

(i) A finding by the administering office that the
Contractor has failed to—

(A) Observe any of the conditions of the
advance payment terms,

(B) Comply with any material term of this con-
tract;

(C) Make progress or maintain a financial con-
dition adequate for performance of this contract;

(D) Limit inventory allocated to this contract to
reasonable requirements; or

(E) Avoid delinquency in payment of taxes or of
the costs of performing this contract in the ordinary course
of business.

(i) The appointment of atrustee, receiver, or lig-
uidator for al or asubgtantial part of the Contractor’s property,
or the ingtitution of proceedings by or against the Contractor
for bankruptcy, reorganization, arrangement, or liquidation.

(iv) The service of any writ of attachment, levy of
execution, or commencement of garnishment proceedings
concerning the special bank account.

(v) The commission of an act of bankruptcy.

(2) If any of the events described in subparagraph (1)
above continue for 30 days after the written notice to the
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Contractor, the Government may take any of the following
additional actions:

(i) Withdraw by checks payable to the Treasurer of
the United States, signed only by the countersigning agency,
all or any part of the balance in the special bank account and
apply the amounts to reduce outstanding advance payments
and any other claims of the Government against the
Contractor.

(ii) Charge interest, in the manner prescribed in
paragraph (f) above, on outstanding advance payments dur -
ing the period of any event described in subparagraph (k)(1)
above.

(i) Demand immediate repayment by the
Contractor of the unliquidated balance of advance pay-
ments.

(iv) Take possession of and, with or without adver-
tisement, sell at public or private sale all or any part of the
property on which the Government has a lien under this
contract and, after deducting any expenses incident to the
sale, apply the net proceeds of the sale to reduce the unlig-
uidated balance of advance payments or other Government
claims against the Contractor.

(3) The Government may take any of the actions
described in subparagraphs (k)(1) and (2) of this clause it
considers appropriate at its discretion and without limiting
any other rights of the Government.

() Prohibition against assignment. Notwithstanding any
other terms of this contract, the Contractor shall not assign
this contract, any interest therein, or any claim under the
contract to any party.

(m) Information and access to records. The Contractor
shall furnish to the administering office (1) monthly or at
other intervals asrequired, signed or certified balance sheets
and profit and loss statements together with a report on the
operation of the special bank account in the form prescribed
by the administering office; and (2) if requested, other infor-
mation concerning the operation of the Contractor’'s
business. The Contractor shall provide the authorized
Government representatives proper facilities for inspection
of the Contractor’s books, records, and accounts.

(n) Other security. The terms of this contract are consid-
ered to provide adequate security to the Government for
advance payments; however, if the administering office
considers the security inadequate, the Contractor shall fur-
nish additional security satisfactory to the administering
office, to the extent that the security is available.

(0) Representations. The Contractor represents the fol-
lowing:

(1) The balance shest, the profit and loss statement,
and any other supporting financial statements furnished to
the administering office fairly reflect the financial condition
of the Contractor at the date shown or the period covered,

and there has been no subsequent materially adverse change
in the financia condition of the Contractor.

(2) No litigation or proceedings are presently pending
or threatened against the Contractor, except as shown in the
financial statements.

(3) The Contractor has disclosed all contingent liabili-
ties, except for liability resulting from the renegotiation of
defense production contracts, in the financial statements fur-
nished to the administering office.

(4) None of the terms in this clause conflict with the
authority under which the Contractor is doing business or
with the provision of any existing indenture or agreement of
the Contractor.

(5) The Contractor has the power to enter into this
contract and accept advance payments, and has taken all
necessary action to authorize the acceptance under the terms
of this contract.

(6) The assets of the Contractor are not subject to any
lien or encumbrance of any character except for current
taxes not delinquent, and except as shown in the financial
statements furnished by the Contractor. There is no current
assignment of claims under any contract affected by these
advance payment provisions.

(7) All information furnished by the Contractor to the
administering office in connection with each request for
advance payments is true and correct.

(8) These representations shall be continuing and |
shall be considered to have been repeated by the submission
of each invoice for advance payments.

(p) Covenants. To the extent the Government considersit
necessary while any advance payments made under this
contract remain outstanding, the Contractor, without the
prior written consent of the administering office, shall not—

(1) Mortgage, pledge, or otherwise encumber or allow
to be encumbered, any of the assets of the Contractor now
owned or subsequently acquired, or permit any preexisting
mortgages, liens, or other encumbrances to remain on or
attach to any assets of the Contractor which are allocated to
performing this contract and with respect to which the
Government has alien under this contract;

(2) Sell, assign, transfer, or otherwise dispose of
accounts receivable, notes, or claims for money due or to
become due;

(3) Declare or pay any dividends, except dividends
payable in stock of the corporation, or make any other dis-
tribution on account of any shares of its capital stock, or
purchase, redeem, or otherwise acquire for value any of its
stock, except as required by sinking fund or redemption
arrangements reported to the administering office incident
to the establishment of these advance payment provisions;

(4) Sell, convey, or lease dl or a substantial part of its
assets,;
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(5) Acquire for value the stock or other securities of
any corporation, municipality, or governmental authority,
except direct obligations of the United States;

(6) Make any advance or loan or incur any liahility as
guarantor, surety, or accommodation endorser for any party;

(7) Permit awrit of attachment or any similar process
to be issued against its property without getting a release or
bonding the property within 30 days after the entry of the
writ of attachment or other process;

(8) Pay any remuneration in any form to its directors,
officers, or key employees higher than rates provided in
existing agreements of which notice has been given to the
administering office; accrue excess remuneration without
first obtaining an agreement subordinating it to all claims of
the Government; or employ any person at arate of compen-
sation over $ ayear;

(9) Change substantially the management, ownership,
or control of the corporation;

(10) Merge or consolidate with any other firm or cor-
poration, change the type of business, or engage in any
transaction outside the ordinary course of the Contractor’s
business as presently conducted;

(11) Deposit any of its funds except in a bank or trust
company insured by the Federal Deposit Insurance
Corporation;

(12) Create or incur indebtedness for advances, other
than advances to be made under the terms of this contract,
or for borrowings;

(13) Make or covenant for capital expenditures
exceeding $ in total;

(14) Permit its net current assets, computed in accor-
dance with generally accepted accounting principles, to
become less than $ ; or

(15) Make any payments on account of the obliga-
tions listed below, except in the manner and to the extent
provided in this contract:

[List the pertinent obligations]

(End of clause)

Alternate | (Apr 1984). If the agency desiresto waivethe
countersignature requirement because of the Contractor’s
financial strength, good performance record, and favorable
experience concerning cost disallowances, add the follow-
ing sentence, if appropriate, to paragraph (b) of the basic
clause:

However, for this contract, countersignature on behalf of the

Government will not be required unless it is determined
necessary by the administering office.

Alternate Il (Apr 1984). If used in a cost-reimbursement
contract, substitute the following paragraphs (c) and (€), and
subparagraphs (f)(1) and (f)(2) for paragraphs (c) and (€)
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and subparagraphs (f)(1) and (2) of the basic clause:

(c) Use of funds. The Contractor shall withdraw funds
from the special bank account only to pay for allowable
costs as prescribed by the clause of this contract.
Payment for any other types of expenses shall be approved
in writing by the administering office.

* * *x k* %

(e) Maximum payment. When the sum of al unliqui-
dated advance payments, unpaid interest charges, and other
payments equal the total estimated cost of $ (not
including fixed-fee, if any) for the work under this contract,
the Government shall withhold further payments to the
Contractor. Upon completion or termination of the contract,
the Government shall deduct from the amount due to the
Contractor al unliquidated advance payments and interest
charges payable. The Contractor shall pay any deficiency to
the Government upon demand. For purposes of this para-
graph, the estimated cost shall be considered to be the stated
estimated cost, less any subsequent reductions of the esti-
mated cost, plus any increases in the estimated costs that do
not, in the aggregate, exceed $ [Insert an amount not
higher than 10 percent of the stated estimated cost inserted
in this paragraph]. The estimated cost shall include, with-
out limitation, any reimbursable cost (as estimated by the
Contracting Officer) incident to a termination for the con-
venience of the Government. Any payments withheld under
this paragraph shall be applied to reduce the unliquidated
advance payments. If full liquidation has been made, pay-
ments under the contract shall resume.

(f) Interest. (1) The Contractor shall pay interest to the
Government on the daily unliquidated advance payments at
the daily rate specified in subparagraph (f)(3) below.
Interest shall be computed at the end of each calendar
month for the actual number of days involved. For the pur-
pose of computing theinterest charge, the following shall be
observed:

(i) Advance payments shall be considered as
increasing the unliquidated balance as of the date of the
advance payment check.

(il) Repayments by Contractor check shall be con-
sidered as decreasing the unliquidated balance as of the date
on which the check is received by the Government author-
ity designated by the Contracting Officer.

(iii) Liquidations by deductions from payments to
the Contractor shall be considered as decreasing the unlig-
uidated balance as of the dates on which the Contractor
presents to the Contracting Officer full and accurate data for
the preparation of each voucher. Credits resulting from
these deductions shall be made upon the approval of the
reimbursement vouchers by the Disbursing Officer, based
upon the Contracting Officer’s certification of the applica
ble dates.
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(2) Interest charges resulting from the monthly com-
putation shall be deducted from any payments on account of
the fixed-fee due to the Contractor. If the accrued interest
exceeds the payment due, any excess interest shall be car-
ried forward and deducted from subsequent payments of the
contract price or fixed-fee. Interest carried forward shall not
be compounded. Interest on advance payments shall cease
to accrue upon (i) satisfactory completion or (ii) termination
of the contract for the convenience of the Government. The
Contractor shall charge interest on advance payments to
subcontractors in the manner described above and credit the
interest to the Government. Interest need not be charged on
advance payments to nonprofit educational or research sub-
contractors for experimental, developmental, or research
work.

Alternate Il (Apr 1984). If the agency considers a more
rapid liquidation appropriate, add the following sentence as
the first sentence of paragraph (e) of the basic clause with
the appropriate percentage specified:

To liquidate the principal amount of any advance payment

made to the Contractor, there shall be deductionsof

percent from all payments made by the Government under
the contracts involved.

Alternate IV (Apr 1984). If the agency provides advance
payments under the contract at no interest to the prime con-
tractor, add the following sentences as the beginning
sentences of paragraph (f) of the clause:

No interest shall be charged to the prime Contractor for

advance payments except for interest charged during a

period of default. The terms of this paragraph concerning

interest charges for advance payments shall not apply to the
prime Contractor.

Alternate V (May 1999). If the requirement for a specia
bank account is eliminated in accordance with 32.409-3(e)
or (g), insert the clause set forth below instead of the basic
clause.

If this Alternate is used in combination with Alternate
I, disregard the instructions concerning paragraph (c),
Use of funds, in Alternate Il; substitute paragraph (e),
Maximum payment, in Alternate Il for paragraph (d)
below; and substitute paragraph (f), Interest, in Alternate
Il for paragraph (e) below and change the reference to
paragraph (f)(3) in the first sentence of paragraph (f) of
Alternate Il to (e)(3).

If this Alternate is used in combination with Alternate
I11, insert the additional sentence set forth inAlternate 1l as
the first sentence of paragraph (d) of this Alternate.

If this Alternateis used in combination with Alternate 1V,
insert the additional sentences set forth in Alternate IV as
the beginning sentences of paragraph (e) of this Alternate.

ADVANCE PAYMENTS WITHOUT SPECIAL BANK
AccounT (MAy 1999)

(a) Requirements for payment. Advance payments will
be made under this contract (1) upon submission of properly
certified invoices or vouchers by the contractor, and
approval by the administering office, [insert the
name of the office designated under agency procedures], or
(2) under a letter of credit. The amount of the invoice or
voucher submitted plus all advance payments previously
approved shall not exceed $ . If aletter of credit is
used, the Contractor shall withdraw cash only when needed
for disbursements acceptable under this contract and report
cash disbursements and balances as required by the admin-
istering office. The Contractor shall apply terms similar to
this clause to any advance payments to subcontractors.

(b) Use of funds The Contractor may use advance pay-
ment funds only to pay for properly alocable, alowable,
and reasonable costs for direct materials, direct labor, and
indirect costs. Determinations of whether costs are properly
alocable, allowable, and reasonable shall be in accordance
with generally accepted accounting principles, subject to
any applicable subparts of Part 31 of the Federa
Acquisition Regulation.

(¢) Repayment to the Government. At any time, the
Contractor may repay al or any part of the funds advanced
by the Government. Whenever requested in writing to do so
by the administering office, the Contractor shall repay to the
Government any part of unliquidated advance payments
considered by the administering office to exceed the
Contractor's current requirements or the amount specified in
paragraph (a) of this clause.

(d) Maximum payment. When the sum of all unliqui-
dated advance payments, unpaid interest charges, and other
payments exceed ___ percent of the contract price, the
Government shall withhold further payments to the
Contractor. On completion or termination of the contract,
the Government shall deduct from the amount due to the
Contractor al unliquidated advance payments and all inter-
est charges payable. If previous payments to the Contractor
exceed the amount due, the excess amount shall be paid to
the Government on demand. For purposes of this para-
graph, the contract price shall be considered to be the stated
contract priceof $___, lessany subsequent price reductions
under the contract, plus (1) any price increases resulting
from any terms of this contract for price redetermination or
escalation, and (2) any other price increases that do not, in
the aggregate, exceed $__ [insert an amount not higher
than 10 percent of the stated contract amount inserted in
this paragraph]. Any payments withheld under this para-
graph shall be applied to reduce the unliquidated advance
payments. If full liquidation has been made, payments
under the contract shall resume.

(e) Interest. (1) The Contractor shall pay interest to the
Government on the daily unliquidated advance payments at
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the daily rate in subparagraph (€)(3) of this clause. Interest
shall be computed at the end of each calendar month for the
actual number of days involved. For the purpose of com-
puting the interest charge—

(i) Advance payments shall be considered as
increasing the unliquidated balance as of the date of the
advance payment check;

(ii) Repayments by Contractor check shall be con-
sidered as decreasing the unliquidated balance as of the date
on which the check is received by the Government author-
ity designated by the Contracting Officer; and

(iii) Liquidations by deductions from Government
payments to the Contractor shall be considered as decreas-
ing the unliquidated balance as of the date of the check for
the reduced payment.

(2) Interest charges resulting from the monthly com-
putation shall be deducted from payments, other than
advance payments, due the Contractor. If the accrued inter-
est exceeds the payment due, any excess interest shall be
carried forward and deducted from subsequent payments.
Interest carried forward shall not be compounded. Interest
on advance payments shall cease to accrue upon satisfactory
completion or termination of the contract for the conve-
nience of the Government. The Contractor shall charge
interest on advance payments to subcontractors in the man-
ner described above and credit the interest to the
Government. Interest need not be charged on advance pay-
ments to nonprofit educational or research subcontractors,
for experimental, developmental, or research work.

(3) If interest is required under the contract, the
Contracting Officer shall determine a daily interest rate
based on the rate established by the Secretary of the
Treasury under Pub. L. 92-41 (50 U.S.C. App., 1215(b)(2)).
The Contracting Officer shall revise the daily interest rate
during the contract period in keeping with any changes in
the cited interest rate.

(4) If the full amount of interest charged under this
paragraph has not been paid by deduction or otherwise upon
completion or termination of this contract, the Contractor
shall pay the remaining interest to the Government on
demand.

(f) Lien on property under contract. (1) All advance
payments under this contract, together with interest charges,
shall be secured, when made, by a lien in favor of the
Government, paramount to all other liens, on the supplies or
other things covered by this contract and on al material and
other property acquired for or allocated to the performance
of this contract, except to the extent that the Government by
virtue of any other terms of this contract, or otherwise, shall
have valid title to the supplies, materials, or other property
as against other creditors of the Contractor.
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(2) The Contractor shall identify, by marking or seg-
regation, all property that is subject to alien in favor of the
Government by virtue of any terms of this contract in such
away asto indicate that it is subject to alien and that it has
been acquired for or allocated to performing this contract.
If, for any reason, the supplies, materials, or other property
are not identified by marking or segregation, the
Government shall be considered to have alien to the extent
of the Government'sinterest under this contract on any mass
of property with which the supplies, materials, or other
property are commingled. The Contractor shall maintain
adequate accounting control over the property on its books
and records.

(3) If, at any time during the progress of the work on
the contract, it becomes necessary to deliver to a third per-
son any items or materials on which the Government has a
lien, the Contractor shall notify the third person of the lien
and shall obtain from the third person areceipt in duplicate
acknowledging the existence of the lien. The Contractor
shall provide a copy of each receipt to the Contracting
Officer.

(4) If, under the termination clause, the Contracting
Officer authorizes the contractor to sell or retain termination
inventory, the approval shall constitute a release of the
Government's lien to the extent that—

(i) Thetermination inventory is sold or retained; and

(ii) The sale proceeds or retention credits are
applied to reduce any outstanding advance payments.

(9) Insurance. (1) The Contractor shall maintain with
responsible insurance carriers—

(i) Insurance on plant and equipment against fire
and other hazards, to the extent that similar properties are
usually insured by others operating plants and properties of
similar character in the same general locality;

(ii) Adeguate insurance against liability on account
of damage to persons or property; and

(iii) Adequate insurance under al applicable work-
ers compensation laws.

(2) Until work under this contract has been com-
pleted and all advance payments made under the contract
have been liquidated, the Contractor shall—

(i) Maintain thisinsurance;

(if) Maintain adeguate insurance on any materials,
parts, assemblies, subassemblies, supplies, equipment, and
other property acquired for or alocable to this contract and
subject to the Government lien under paragraph (f) of this
clause; and

(iii) Furnish any evidence with respect to its insur-
ance that the administering office may require.
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(h) Default. (1) If any of the following events occur,
the Government may, by written notice to the Contractor,
withhold further payments on this contract:

(i) Termination of this contract for a fault of the
Contractor.

(ii) A finding by the administering office that the
Contractor has failed to—

(A) Observe any of the conditions of the advance
payment terms;

(B) Comply with any material term of this contract;

(C) Make progress or maintain afinancial condi-
tion adequate for performance of this contract;

(D) Limit inventory alocated to this contract to
reasonabl e requirements; or

(E) Avoid delinquency in payment of taxes or of
the costs of performing this contract in the ordinary course
of business.

(iii) The appointment of atrustee, receiver, or liquida
tor for all or asubstantial part of the Contractor's property, or
theingtitution of proceedings by or against the Contractor for
bankruptcy, reorganization, arrangement, or liquidation.

(iv) The commission of an act of bankruptcy.

(2) If any of the events described in subparagraph
(h)(2) of this clause continue for 30 days after the written
notice to the Contractor, the Government may take any of
the following additional actions:

(i) Charge interest, in the manner prescribed in
paragraph (€) of this clause, on outstanding advance pay-
ments during the period of any event described in
subparagraph (h)(1) of this clause.

(ii) Demand immediate repayment by the Contractor
of the unliquidated balance of advance payments.

(iii) Take possession of and, with or without
advertisement, sell at public or private sale all or any part
of the property on which the Government has a lien under
this contract and, after deducting any expenses incident to
the sale, apply the net proceeds of the sale to reduce the
unliquidated balance of advance payments or other
Government claims against the Contractor.

(3) The Government may take any of the actions
described in subparagraphs (h)(1) and (h)(2) of thisclauseit
considers appropriate at its discretion and without limiting
any other rights of the Government.

(i) Prohibition against assignment. Notwithstanding
any other terms of this contract, the Contractor shall not
assign this contract, any interest therein, or any claim under
the contract to any party.

() Information and accessto records. The Contractor
shall furnish to the administering office (1) monthly or at
other intervals asrequired, signed or certified balance sheets
and profit and loss statements, and, (2) if requested, other
information concerning the operation of the contractor's
business. The Contractor shall provide the authorized
Government representatives proper facilities for inspection
of the Contractor's books, records, and accounts.

(k) Other security. The terms of this contract are con-
sidered to provide adequate security to the Government for
advance payments; however, if the administering office
considers the security inadequate, the Contractor shall fur-
nish additional security satisfactory to the administering
office, to the extent that the security is available.

(I) Representations. The Contractor represents the fol -
lowing:

(1) The balance sheet, the profit and loss statement,
and any other supporting financial statements furnished to
the administering office fairly reflect the financial condition
of the Contractor at the date shown or the period covered,
and there has been no subsequent materially adverse change
in the financial condition of the Contractor.

(2) No litigation or proceedings are presently pend-
ing or threatened against the Contractor, except as shown in
the financial statements.

(3) The Contractor has disclosed all contingent lia-
bilities, except for liability resulting from the renegotiation
of defense production contracts, in the financial statements
furnished to the administering office.

(4) None of the terms in this clause conflict with the
authority under which the Contractor is doing business or
with the provision of any existing indenture or agreement of
the Contractor.

(5) The Contractor has the power to enter into this
contract and accept advance payments, and has taken all
necessary action to authorize the acceptance under the terms
of this contract.

(6) The assets of the Contractor are not subject to any
lien or encumbrance of any character except for current
taxes not delinquent, and except as shown in the financial
statements furnished by the Contractor. Thereisno current
assignment of claims under any contract affected by these
advance payment provisions.

(7) All information furnished by the Contractor to the
administering office in connection with each request for
advance payments s true and correct.

(8) These representations shall be continuing and
shall be considered to have been repeated by the submission
of each invoice for advance payments.
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(m) Covenants. To the extent the Government consid-
ers it necessary while any advance payments made under
this contract remain outstanding, the Contractor, without the
prior written consent of the administering office, shall not—

(1) Mortgage, pledge, or otherwise encumber or
allow to be encumbered, any of the assets of the Contractor
now owned or subsequently acquired, or permit any preex-
isting mortgages, liens, or other encumbrances to remain on
or attach to any assets of the Contractor which are allocated
to performing this contract and with respect to which the
Government has a lien under this contract;

(2) sdl, assign, transfer, or otherwise dispose of
accounts receivable, notes, or claims for money due or to
become due;

(3) Declare or pay any dividends, except dividends
payable in stock of the corporation, or make any other dis-
tribution on account of any shares of its capital stock, or
purchase, redeem, or otherwise acquire for value any of its
stock, except as required by sinking fund or redemption
arrangements reported to the administering office incident
to the establishment of these advance payment provisions;

(4) Sdll, convey, or lease all or asubstantial part of its
assets;

(5) Acquire for value the stock or other securities of
any corporation, municipality, or Governmental authority,
except direct obligations of the United States;

(6) Make any advance or loan or incur any liability as
guarantor, surety, or accommodation endorser for any party;

(7) Permit awrit of attachment or any similar process
to be issued against its property without getting a release or
bonding the property within 30 days after the entry of the
writ of attachment or other process;

(8) Pay any remuneration in any form to its directors,
officers, or key employees higher than rates provided in
existing agreements of which notice has been given to the
administering office, accrue excess remuneration without
first obtaining an agreement subordinating it to all claims of
the Government, or employ any person at arate of compen-
sation over $ ayear;

(9) Change substantially the management, owner-
ship, or control of the corporation;

(10) Merge or consolidate with any other firm or cor-
poration, change the type of business, or engage in any
transaction outside the ordinary course of the Contractor's
business as presently conducted;

(11) Deposit any of itsfunds except in abank or trust
company insured by the Federal Deposit Insurance
Corporation;
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(12) Create or incur indebtedness for advances, other
than advances to be made under the terms of this contract,
or for borrowings;

(13) Make or covenant for capital expenditures
exceeding $ in total;

(14) Permit its net current assets, computed in accor -
dance with generally accepted accounting principles, to
become less than $ ;or

(15) Make any payments on account of the obliga-
tions listed below, except in the manner and to the extent
provided in this contract:

[List the pertinent obligations]

52.232-13 Notice of Progress Payments.

As prescribed in 32.502-3(a), insert the following provi-
sion in invitations for bids and requests for proposals that
include a Progress Payments clause:;

NOTICE OF PROGRESS PAYMENTS (APR 1984)

The need for customary progress payments conforming
to the regulations in Subpart 32.5 of the Federal Acquisition
Regulation (FAR) will not be considered as a handicap or
adverse factor in the award of the contract. The Progress
Payments clause included in this solicitation will be
included in any resulting contract, modified or atered if
necessary in accordance with subsection 52.232-16 and its
Alternate | of the FAR. Even though the clause is included
in the contract, the clause shall be inoperative during any
time the contractor’s accounting system and controls are
determined by the Government to be inadequate for segre-
gation and accumulation of contract costs.

(End of provision)

52.232-14 Notice of Availability of Progress Payments

Exclusively for Small Business Concerns.

As prescribed in 32.502-3(b)(2), insert the following
provision in invitations for bids if it is anticipated that (a)
both small business concerns and others may submit bidsin
response to the same invitation and (b) only the small busi-
ness bidders would need progress payments:

NOTICE OF AVAILABILITY OF PROGRESS PAYMENTS
EXCLUSIVELY FOR SMALL BusiNESs CONCERNS (APR 1984)

The Progress Payments clause will be available only to
small business concerns. Any bid conditioned upon inclu-
sion of a progress payment clause in the resulting contract
will be rejected as nonresponsive if the bidder is not a small
business concern.

(End of provision)
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52.232-15 Progress Payments Not Included.

As prescribed in 32.502-3(c), insert the following provi-
sionininvitationsfor bidsif the solicitation will not contain
one of the provisions prescribed in 32.502-3(a) and (b):

PRoGRESS PaYMENTS NOT INCLUDED (APR 1984)

A progress payments clause is not included in this solic-
itation, and will not be added to the resulting contract at the
time of award. Bids conditioned upon inclusion of a
progress payment clause in the resulting contract will be
rejected as nonresponsive.

(End of provision)

52.232-16 Progress Payments.

(8) As prescribed in 32.502-4(a), insert the following
clausein solicitations and fixed-price contracts under which
the Government will provide progress payments based on
costs. A different customary rate for other than small busi-
ness concerns may be substituted in accordance with
32.501-1 for the progress payment and liquidation rate indi-
cated.

(b) If an unusua progress payment rate is approved for
the prime contractor (see 32.501-2), the rate approved shall
be substituted for the customary rate in paragraph (a)(1).

(c) If the liquidation rate is changed from the customary
progress payment rate (see 32.503-8 and 32.503-9), the new
rate shall be substituted for the rate in paragraphs (a)(4),
(a)(5), and (b).

(d) If advance and progress payments are authorized in
the same contract, the words “less any unliquidated advance
payments’ may be deleted from paragraph (a)(4) of this
clause.

(e) If an unusual progress payment rate is approved for a
subcontract (see 32.504(b) and 32.501-2), subparagraph
(1)(4) shall be modified to specify the new rate, the name of
the subcontractor, and that the new rate shall be used for that
subcontractor in lieu of the customary rate.

PrROGRESS PAYMENTS (JuL 1991)

Progress payments shall be made to the Contractor when
reguested as work progresses, but not more frequently than
monthly in amounts approved by the Contracting Officer,
under the following conditions:

(a) Computation of amounts. (1) Unless the Contractor
reguests a smaller amount, each progress payment shall be
computed as (i) 80 percent of the Contractor’s cumulative
total costs under this contract, as shown by records main-
tained by the Contractor for the purpose of obtaining
payment under Government contracts, plus (i) progress
payments to subcontractors (see paragraph (j) below), al
less the sum of all previous progress payments made by the

Government under this contract. Cost of money that would
be alowable under 31.205-10 of the Federal Acquisition
Regulation shall be deemed an incurred cost for progress
payment purposes.

(2) The following conditions apply to the timing of
including costs in progress payment requests:

(i) The costs of supplies and services purchased by
the Contractor directly for this contract may be included
only after payment by cash, check, or other form of actual
payment.

(ii) Costs for the following may be included when
incurred, even if before payment, when the Contractor is not
delinquent in payment of the costs of contract performance
in the ordinary course of business:

(A) Materids issued from the Contractor’'s
stores inventory and placed in the production process for
use on this contract.

(B) Direct labor, direct travel, and other direct
in-house costs.

(C) Properly alocable and alowable indirect
costs.

(iif) Accrued costs of Contractor contributions
under employee pension or other postretirement benefit,
profit sharing, and stock ownership plans shall be excluded
until actually paid unless—

(A) The Contractor’s practice is to contribute to
the plans quarterly or more frequently; and

(B) The contribution does not remain unpaid 30
days after the end of the applicable quarter or shorter pay-
ment period (any contributions remaining unpaid shall be
excluded from the Contractor’s total costs for progress pay-
ments until paid).

(iv) If the contract is subject to the special transi-
tion method authorized in Cost Accounting Standard (CAS)
410, Allocation of Business Unit General and
Administrative Expense to Final Cost Objective, General
and Administrative expenses (G&A) shall not be included
in progress payment requests until the suspense account
prescribed in CAS 410 is less than—

(A) Five million dollars; or

(B) The value of the work-in-process invento-
ries under contracts entered into after the suspense account
was established (only a pro rata share of the G& A alocable
to the excess of the inventory over the suspense account
value is includable in progress payment requests under this
contract).

(3) The Contractor shall not include the following in
total costs for progress payment purposes in subparagraph
(3@ (1)(i) above:

(i) Costs that are not reasonable, allocable to this
contract, and consistent with sound and generally accepted
accounting principles and practices.

(i) Costs incurred by subcontractors or suppliers.
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(iii) Costs ordinarily capitalized and subject to
depreciation or amortization except for the properly depre-
ciated or amortized portion of such costs.

(iv) Payments made or amounts payable to sub-
contractors or suppliers, except for—

(A) Completed work, including partial deliver-
ies, to which the Contractor has acquired title; and

(B) Work under cost-reimbursement or time-
and-material subcontracts to which the Contractor has
acquired title.

(4) The amount of unliquidated progress payments
may exceed neither (i) the progress payments made against
incomplete work (including allowable unliquidated
progress payments to subcontractors) nor (ii) the value, for
progress payment purposes, of the incomplete work.
Incomplete work shall be considered to be the supplies and
services required by this contract, for which delivery and
invoicing by the Contractor and acceptance by the
Government are incompl ete.

(5) The total amount of progress payments shall not
exceed 80 percent of the total contract price.

(6) If aprogress payment or the unliquidated progress
payments exceed the amounts permitted by subparagraphs
(a)(4) or (a)(5) above, the Contractor shall repay the amount
of such excess to the Government on demand.

(b) Liquidation. Except as provided in the Termination
for Convenience of the Government clause, all progress
payments shall be liquidated by deducting from any pay-
ment under this contract, other than advance or progress
payments, the unliquidated progress payments, or 80 per-
cent of the amount invoiced, whichever is less. The
Contractor shall repay to the Government any amounts
required by a retroactive price reduction, after computing
liquidations and payments on past invoices at the reduced
prices and adjusting the unliquidated progress payments
accordingly. The Government reserves the right to unilater-
ally change from the ordinary liquidation rate to an alternate
rate when deemed appropriate for proper contract financing.

(c) Reduction or suspension. The Contracting Officer
may reduce or suspend progress payments, increase the rate
of liquidation, or take a combination of these actions, after
finding on substantial evidence any of the following condi-
tions:

(1) The Contractor failed to comply with any material
reguirement of this contract (which includes paragraphs (f)
and (g) below).

(2) Performance of this contract is endangered by the
Contractor’s—

(i) Failure to make progress; or

(i) Unsatisfactory financial condition.

(3) Inventory allocated to this contract substantially
exceeds reasonabl e requirements.
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(4) The Contractor is delinquent in payment of the
costs of performing this contract in the ordinary course of
business.

(5) The unliquidated progress payments exceed the
fair value of the work accomplished on the undelivered por-
tion of this contract.

(6) The Contractor is realizing less profit than that
reflected in the establishment of any aternate liquidation
rate in paragraph (b) above, and that rate is less than the
progress payment rate stated in subparagraph (a)(1) above.

(d) Title. (1) Titleto the property described in this para-
graph (d) shall vest in the Government. Vestiture shall be
immediately upon the date of this contract, for property
acquired or produced before that date. Otherwise, vestiture
shall occur when the property is or should have been allo-
cable or properly chargeable to this contract.

(2) “Property,” as used in this clause, includes al of
the below-described items acquired or produced by the
Contractor that are or should be alocable or properly
chargeable to this contract under sound and generaly
accepted accounting principles and practices.

(i) Parts, materials, inventories, and work in
process;

(i) Specia tooling and special test equipment to
which the Government is to acquire title under any other
clause of this contract;

(iii) Nondurable (i.e., noncapital) tools, jigs, dies,
fixtures, molds, patterns, taps, gauges, test equipment, and
other similar manufacturing aids, title to which would not
be obtained as specia tooling under subparagraph (ii)
above; and

(iv) Drawings and technical data, to the extent the
Contractor or subcontractors are required to deliver them to
the Government by other clauses of this contract.

(3) Although title to property is in the Government
under this clause, other applicable clauses of this contract;
e.g., the termination or special tooling clauses, shall deter-
mine the handling and disposition of the property.

(4) The Contractor may sell any scrap resulting from
production under this contract without requesting the
Contracting Officer’s approval, but the proceeds shall be
credited against the costs of performance.

(5) To acquire for its own use or dispose of property
to which title is vested in the Government under this clause,
the Contractor must obtain the Contracting Officer’s
advance approval of the action and the terms. The
Contractor shall (i) exclude the alocable costs of the prop-
erty from the costs of contract performance, and (ii) repay
to the Government any amount of unliquidated progress
payments allocable to the property. Repayment may be by
cash or credit memorandum.

(6) When the Contractor completes all of the obliga-
tions under this contract, including liquidation of all
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progress payments, title shall vest in the Contractor for all
property (or the proceeds thereof) not—

(i) Delivered to, and accepted by, the Government
under this contract; or

(if) Incorporated in supplies delivered to, and
accepted by, the Government under this contract and to
which title is vested in the Government under this clause.

(7) The terms of this contract concerning liability for
Government-furnished property shall not apply to property
to which the Government acquired title solely under this
clause.

(e) Risk of loss Before delivery to and acceptance by the
Government, the Contractor shall bear the risk of loss for
property, the title to which vests in the Government under
this clause, except to the extent the Government expressly
assumes the risk. The Contractor shall repay the
Government an amount equal to the unliquidated progress
payments that are based on costs allocable to property that
is damaged, lost, stolen, or destroyed.

(f) Control of costs and property. The Contractor shall
maintain an accounting system and controls adequate for
the proper administration of this clause.

(9) Reports and access to records. The Contractor shall
promptly furnish reports, certificates, financial statements,
and other pertinent information reasonably reguested by the
Contracting Officer for the administration of this clause.
Also, the Contractor shall give the Government reasonable
opportunity to examine and verify the Contractor’s books,
records, and accounts.

(h) Special terms regarding default. If this contract is
terminated under the Default clause, (i) the Contractor shall,
on demand, repay to the Government the amount of unlig-
uidated progress payments and (ii) title shall vest in the
Contractor, on full liquidation of progress payments, for al
property for which the Government elects not to require
delivery under the Default clause. The Government shall be
liable for no payment except as provided by the Default
clause.

(i) Reservations of rights. (1) No payment or vesting of
title under this clause shall—

(i) Excuse the Contractor from performance of
obligations under this contract; or

(if) Constitute a waiver of any of the rights or
remedies of the parties under the contract.

(2) The Government’s rights and remedies under this
clause—

(i) Shall not be exclusive but rather shall be in
addition to any other rights and remedies provided by law or
this contract; and

(ii) Shall not be affected by delayed, partial, or
omitted exercise of any right, remedy, power, or privilege,
nor shall such exercise or any single exercise preclude or

impair any further exercise under this clause or the exercise
of any other right, power, or privilege of the Government.

() Progress payments to subcontractors. The amounts
mentioned in (a)(1)(ii) above shall be all progress payments
to subcontractors or divisions, if the following conditions
are met:

(1) The amounts included are limited to—

(i) The unliquidated remainder of progress pay-
ments made; plus

(it) For small business concerns any unpaid sub-
contractor requests for progress payments that the
Contractor has approved for current payment in the ordinary
course of business.

(2) The subcontract or interdivisional order is
expected to involve a minimum of approximately 6 months
between the beginning of work and the first delivery, or, if
the subcontractor is a small business concern, 4 months.

(3) The terms of the subcontract or interdivisiona
order concerning progress payments—

(i) Are substantially similar to the terms of the
clause at 52.232-16, Progress Payments, for any subcon-
tractor that is a large business concern, or that clause with
its Alternate | for any subcontractor that is a small business
concern;

(ii) Are at least as favorable to the Government as
the terms of this clause;

(iii) Are not more favorable to the subcontractor or
division than the terms of this clause are to the Contractor;

(iv) Arein conformance with the reguirements of
paragraph 32.504(e) of the Federal Acquisition Regulation;
and

(v) Subordinate all subcontractor rights concerning
property to which the Government has title under the sub-
contract to the Government’ sright to require delivery of the
property to the Government if—

(A) The Contractor defaults; or
(B) The subcontractor becomes bankrupt or
insolvent.

(4) The progress payment rate in the subcontract isthe
customary rate used by the Contracting Agency, depending
on whether the subcontractor is or is not a small business
concern.

(5) The parties agree concerning any proceeds
received by the Government for property to which title has
vested in the Government under the subcontract terms, that
the proceeds shall be applied to reducing any unliquidated
progress payments by the Government to the Contractor
under this contract.

(6) If no unliquidated progress payments to the
Contractor remain, but there are unliquidated progress pay-
mentsthat the Contractor has made to any subcontractor, the
Contractor shall be subrogated to al the rights the
Government obtained through the terms required by this
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clauseto bein any subcontract, asif all such rights had been
assigned and transferred to the Contractor.

(7) The Contractor shal pay the subcontractor’s
progress payment request under subdivision (j)(1)(ii) above,
within a reasonable time after receiving the Government
progress payment covering those amounts.

(8) To facilitate small business participation in sub-
contracting under this contract, the Contractor agrees to
provide progress payments to small business concerns, in
conformity with the standards for customary progress pay-
ments stated in Subpart 32.5 of the Federal Acquisition
Regulation. The Contractor further agrees that the need for
such progress payments shall not be considered as a handi-
cap or adverse factor in the award of subcontracts.

(k) Limitations on undefinitized contract actions.
Notwithstanding any other progress payment provisions in
this contract, progress payments may not exceed 80 percent
of costsincurred on work accomplished under undefinitized
contract actions. A “contract action” is any action resulting
in a contract, as defined in Subpart 2.1, including contract
modifications for additional supplies or services, but not
including contract modifications that are within the scope
and under the terms of the contract, such as contract modi-
fications issued pursuant to the Changes clause, or funding
and other administrative changes. This limitation shall
apply to the costs incurred, as computed in accordance with
paragraph (a) of this clause, and shall remain in effect until
the contract action is definitized. Costs incurred which are
subject to this limitation shall be segregated on Contractor
progress payment requests and invoices from those costs
eligible for higher progress payment rates. For purposes of
progress payment liquidation, as described in paragraph (b)
of this clause, progress payments for undefinitized contract
actions shall be liquidated at 80 percent of the amount
invoiced for work performed under the undefinitized con-
tract action as long as the contract action remains
undefinitized. The amount of unliquidated progress pay-
ments for undefinitized contract actions shall not exceed 80
percent of the maximum liability of the Government under
the undefinitized contract action or such lower limit speci-
fied elsewhere in the contract. Separate limits may be
specified for separate actions.

(End of clause)

Alternate | (Aug 1987). If the contract is with a small
business concern, change each mention of the progress pay-
ment and liquidation rates excepting paragraph (k) to the
customary rate of 85 percent for small business concerns
(see 32.501-1), delete subparagraphs (a)(1) and (a)(2) from
the basic clause, and substitute the following subparagraphs
(&)(1) and (8)(2):
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(a) Computation of amounts. (1) Unless the Contractor
requests a smaller amount, each progress payment shall be
computed as (i) 85 percent of the Contractor’s total costs
incurred under this contract whether or not actually paid,
plus (ii) progress payments to subcontractors (see paragraph
(i) below), all less the sum of al previous progress pay-
ments made by the Government under this contract. Cost of
money that would be alowable under 31.205-10 of the
Federal Acquisition Regulation shall be deemed an incurred
cost for progress payment purposes.

(2) Accrued costs of Contractor contributions under
employee pension plans shal be excluded until actually
paid unless—

(i) The Contractor’s practice is to make contribu-
tions to the retirement fund quarterly or more frequently;
and

(ii) The contribution does not remain unpaid 30
days after the end of the applicable quarter or shorter pay-
ment period (any contribution remaining unpaid shall be
excluded from the Contractor’s total costs for progress pay-
ments until paid).

Alternate 11 (Aug 1987). If the contract is a letter con-
tract, add paragraphs (1) and (m). The amount specified in
paragraph (m) shall not exceed 80 percent applied to the
maximum liability of the Government under the letter con-
tract. Separate limits may be specified for separate parts of
the work.

(I) Progress payments made under this letter contract
shall, unless previoudly liquidated under paragraph (b) of
this clause, be liquidated under the following procedures:

(2) If this letter contract is superseded by a definitive
contract, unliquidated progress payments made under this
letter contract shall be liquidated by deducting the amount
from the first progress or other payments made under the
definitive contract.

(2) If thisletter contract is not superseded by a defin-
itive contract calling for the furnishing of all or part of the
articles or services covered under the letter contract, unlig-
uidated progress payments made under the letter contract
shall be liquidated by deduction from the amount payable
under the Termination clause.

(3) If this letter contract is partly terminated and
partly superseded by a contract, the Government shall allo-
cate the unliquidated progress payments to the terminated
and unterminated portions as the Government deems equi-
table, and shall liquidate each portion under the relevant
procedure in subparagraphs (1)(1) and (1)(2) of this clause.

(4) If the method of liquidating progress payments
provided in this clause does not result in full liquidation, the
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Contractor shall immediately pay the unliquidated balance
to the Government on demand.

(m) The amount of unliquidated progress payments
shall not exceed (specify dollar amount).

52.232-17 Interest.
As prescribed in 32.617(a) and (b), insert the following
clause:

INTEREST (JUN 1996)

(a) Except as otherwise provided in this contract under a
Price Reduction for Defective Cost or Pricing Data clause
or a Cost Accounting Standards clause, all amounts that
become payable by the Contractor to the Government under
this contract (net of any applicable tax credit under the
Internal Revenue Code (26 U.S.C. 1481)) shall bear simple
interest from the date due until paid unless paid within 30
days of becoming due. The interest rate shall be the inter-
est rate established by the Secretary of the Treasury as
provided in Section 12 of the Contract Disputes Act of 1978
(Public Law 95-563), which is applicable to the period in
which the amount becomes due, as provided in paragraph
(b) of this clause, and then at the rate applicable for each
six-month period as fixed by the Secretary until the amount
ispaid.

(b) Amounts shall be due at the earliest of the following
dates:

(1) The date fixed under this contract.

(2) The date of the first written demand for payment
consistent with this contract, including any demand result-
ing from a default termination.

(3) The date the Government transmits to the
Contractor a proposed supplemental agreement to confirm
completed negotiations establishing the amount of debt.

(4) If this contract provides for revision of prices, the
date of written notice to the Contractor stating the amount
of refund payable in connection with a pricing proposal or a
negotiated pricing agreement not confirmed by contract
maodification.

(c) The interest charge made under this clause may be
reduced under the procedures prescribed in 32.614-2 of the
Federal Acquisition Regulation in effect on the date of this
contract.

(End of clause)

52.232-18 Auvailability of Funds.

As prescribed in 32.705-1(a), insert the following clause
in solicitations and contracts if the contract will be charge-
able to funds of the new fiscal year and the contracting
action is to be initiated before the funds are available:

AVAILABILITY OF FUNDS (APR 1984)

Funds are not presently available for this contract. The
Government’s obligation under this contract is contingent
upon the availability of appropriated funds from which pay-
ment for contract purposes can be made. No legal liability
on the part of the Government for any payment may arise
until funds are made available to the Contracting Officer for
this contract and until the Contractor receives notice of such
availahility, to be confirmed in writing by the Contracting
Officer.

(End of clause)

52.232-19 Availability of Funds for the Next Fiscal

Year.

As prescribed in 32.705-1(b), insert the following clause in
solicitations and contractsif a one-year indefinite-quantity or
requirements contract for services is contemplated and the
contract (a) is funded by annual appropriations and (b) isto
extend beyond the initial fiscal year (see 32.703-2(b)):

AVAILABILITY OF FUNDS FOR THE NEXT FISCAL YEAR
(APR 1984)

Funds are not presently available for performance under
this contract beyond . The Government’s obliga-
tion for performance of this contract beyond that date is
contingent upon the availability of appropriated funds from
which payment for contract purposes can be made. No legal
liability on the part of the Government for any payment may
arise for performance under this contract beyond ,
until funds are made available to the Contracting Officer for
performance and until the Contractor receives notice of
availability, to be confirmed in writing by the Contracting
Off