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SUBJECT: FAR Class Deviation (Number 26-13) for FAR Part 32 in Support

of Executive Order on Restoring Common Sense to Federal
Procurement

1. Purpose. This memorandum approves a class deviation to Federal Acquisition Regulation

(FAR) part 32 for purposes of implementing the FAR Council’s model deviation to FAR Part
32.

. Background. Executive Order (E.O.) 14275 on Restoring Common Sense to Federal

Procurement, signed April 15, 2025, mandates a comprehensive review and simplification of
the FAR.

The FAR is being updated to:
¢ Eliminate non-statutory language
e Remove redundant or obsolete language
e Enhance clarity through plain language
e Align with the new FAR framework
e Preserve essential governmentwide acquisition standards

This project is referred to as the Revolutionary FAR Overhaul (RFO) initiative. This
initiative will make the FAR more concise, understandable, and focused on core procurement
requirements.

Summary of Changes. FAR part 32, Contract Financing, has been updated to simplify
the part, remove outdated information, and add a new subpart (and corresponding
clause) for Fast Payment Procedures (previously at subpart 13.4) for smaller dollar
purchases.

Statutory requirements retained in the RFO FAR Part 32 model deviation include, but
may not be limited to, the following:

e 10U.S.C. §§ 3801 etseqand 41 U.S.C. §§ 4501 et seq, Contract Financing
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31 U.S.C. § 1341, Anti-Deficiency Act

31 U.S.C. § 3324, Advances

31 U.S.C. § 3711, Debt Collection Improvement Act of 1996

31 U.S.C. § 3727 and 41 U.S.C. § 6305, Assignment of Claims Act of 1940
31 U.S.C. §§ 3901 et seq, Prompt Payment Act

50 U.S.C. §§ 4501 et seq, Defense Production Act of 1950

Pub. L. 102-190 Sec 806 as amended (10 U.S.C. § 4601 note prec.),

Government-wide Application of Payment Protections for Subcontractors and

Suppliers

Change

Description

Retained

e Section 32.001, “Definitions” is retained with plain language
updates.

e Most provisions and clauses are retained (or remain reserved).
Exceptions are noted in the “Moved / Updated” section below.

Moved / Updated

e Section 32.000, “Scope of Part”, is updated to include the statutory
references for the part.

o This section adds “(k) Fast payment procedures’ to
correspond with the newly introduced Subpart 32.12.

e Section 32.002, “Applicability of subparts”, adds reference to
“Subpart 32.12, Fast Payment Procedure”.

e Subpart 32.12, “Fast Payment Procedure”, formerly at subpart 13.4
is added to the part. This procedure is a method for expediting
payments on certain small-dollar supply contracts where traditional
receiving and acceptance processes are impractical. Moving the
procedure to part 32 enhances acquisition agility.

e The following clauses are updated for clarity, to mirror updates
made throughout the part, and/or to update cross-references or
remove outdated content:

o 52.232-3 (Clause), Payments Under Personal Services

Contracts

52.232-12 (Clause), Advance Payments
m Including “Advance Payments Without

Special Account”

52.232-16 (Clause), Progress Payments

52.232-20 (Clause), Limitation of Cost

52.232-22 (Clause), Limitation of Funds

52.232-36 (Clause), Payment by Third Party

e The following clause is added to the part:

o 52.232-90 (Clause), Fast Payment Procedure (previously at
52.213-1)

e The FAR Companion is expected to contain best practices and

guidance on the following:
o Contract Financing Payments
o Advance Payments for Other Than Commercial Acquisitions

o

O O O O
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o Deferment of Collection

Limitation of Cost

Removed

e Paragraph (d) under section 32.102, “Description of contract
financing methods” is deleted and marked reserved. The content
was largely explanatory, as the requirement to pay for accepted
partial deliveries is a standard payment method governed by Prompt
Payment rules in Subpart 32.9 and standard payment clauses, not a
form of contract financing. See the FAR Companion for best
practice.

e Sections 32.304 through 32.306, under subpart 32.3, “Loan
Guarantees for Defense Production”, are deleted and marked
reserved. These sections and associated subsections provided
extensive procedural details for the loan guarantee program. While
the program's authority remains in sections 32.302 and 32.303, the
responsibility for implementation procedures is with the individual
guaranteeing agencies and does not need to be spelled out in detail in
the FAR.

e Section 32.403 “Applicability”, under subpart 32.4, “Advance
Payments for Other Than Commercial Acquisitions”, is
deleted and marked reserved. The language provided a detailed
list in paragraphs (a) through (h), of eight specific categories
where advance payments might be appropriate. This served as
illustrative guidance and a non-exhaustive checklist that is not
based in statute or required in the FAR. See the FAR
Companion for best practice

This table 1

s not an exhaustive list.

4. Instructions.

The Department of Homeland Security (DHS) acquisition workforce shall follow the
RFO Part 32 deviation text instead of FAR Part 32 as codified at 48 CFR Chapter 32.
The Council’s RFO Part 32 model deviation text is available at
https://www.acquisition.gov/far-overhaul/far-part-deviation-guide/far-overhaul-part-
32 and is incorporated into this class deviation.

For new solicitations or contracts, when using any provisions or clauses that have
been revised, utilize the RFO model deviation language in Attachment 1.

For open solicitations or awarded contracts, the contracting officer has discretion
regarding the need to enforce or amend the provisions or clauses.

Contracting activities must review templates and related standard operating
procedures to align with this class deviation and remove unnecessary processes and
steps.
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5. Applicability. This class deviation applies to all DHS procurements.

6. Authority. This class deviation is issued under the authority of E.O. 14275, OMB M- 25-25,
and 48 CFR 1.4.

7. Effective Date. This class deviation is effective November 3, 2025, and remains in effect
until rescinded or incorporated into the FAR.

8. Points of Contact. Questions regarding this class deviation may be directed to Acquisition
Policy and Legislation Branch at Acquisition.Policy@hq.dhs.gov.

Attachment:

1. FAR Part 32 Solicitation Provisions and Contract Clauses Revisions
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FAR Class Deviation 26-13 for FAR Part 32 in Support of Executive Order on Restoring Common Sense
to Federal Procurement, Attachment 1: FAR Part 32 Solicitation Provisions and Contract Clauses
Revisions

PART 52—SOLICITATION PROVISIONS AND CONTRACT CLAUSES

fekdfk

Subpart 52.2—Text of Provisions and Clauses

fekdfk

52.232-3 Payments under 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 (OCT 2025) (DEVIATION 26-13)
(effective November 3, 2025)

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 also pay the Contractor-

(a) a per diem rate in lieu of subsistence for each day the Contractor is in a travel status away
from home or regular place of employment in accordance with Federal Travel Regulations (41
CFR Subtitle F) as authorized in appropriate Travel Orders; and

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

(End of clause)

fkdkx

52.232-12 Advance Payments.
As prescribed in 32.412(a), insert the following clause:
Advance Payments (OCT 2025) (DEVIATION 26-13) (effective November 3, 2025)

(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 a letter 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 administering office. The Contractor
shall apply terms similar to this clause to any advance payments to subcontractors.
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to Federal Procurement, Attachment 1: FAR Part 32 Solicitation Provisions and Contract Clauses
Revisions

(b) Special 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 account with the [insert the name of the financial institution]. None
of the funds in the special account shall be mingled with other funds of the Contractor.
Withdrawals from the special 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 special account only to pay for
properly allocable, 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 allocable, allowable, and reasonable shall be in accordance with
generally 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 all 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) 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 special account by check signed by only the countersigning agent and applied to
reduction of the unliquidated advance payments under this contract.

(e) Maximum payment. When the sum of all unliquidated 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 all unliquidated advance
payments and all interest 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 contract 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 paragraph
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 daily rate specified in subparagraph (f)(3) of this clause. Interest
shall be computed at the end of each calendar month for the actual number of days
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FAR Class Deviation 26-13 for FAR Part 32 in Support of Executive Order on Restoring Common Sense
to Federal Procurement, Attachment 1: FAR Part 32 Solicitation Provisions and Contract Clauses
Revisions

involved. For the purpose of computing the interest charge—

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

(i1) Repayments by Contractor check shall be considered as decreasing the
unliquidated balance as of the date on which the check is received by the
Government authority designated by the Contracting Officer; and

(ii1) Liquidations by deductions from Government payments to the Contractor
shall be considered as decreasing the unliquidated balance as of the date of the
check for the reduced payment.

(2) Interest charges resulting from the monthly computation shall be deducted from
payments, other than advance payments, due the Contractor. If the accrued interest
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 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 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

(1) the published prime rate of the financial institution (depository) in which the
special account is established or

(1) the rate established by the Secretary of the Treasury under Pub. L. 92-41 (41
U.S.C. 7109(b)). 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 completion or termination of this contract, the Contractor
shall pay the remaining interest to the Government on demand.

(g) Financial institution 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 financial institution in which the special account is
established, clearly setting forth the special character of the account and the responsibilities of
the financial institution under the account. The Contractor shall select a financial institution that
is a member bank of the Federal Reserve System, an “insured” bank within the meaning of the
Federal Deposit Insurance Corporation Act (12 U.S.C. 1811), or a credit union insured by the
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FAR Class Deviation 26-13 for FAR Part 32 in Support of Executive Order on Restoring Common Sense
to Federal Procurement, Attachment 1: FAR Part 32 Solicitation Provisions and Contract Clauses
Revisions

National Credit Union Administration.

(h) Lien on Special Bank Account. The Government shall have a lien upon any balance in the
special 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.

(1) 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 all 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.

(2) The Contractor shall identify, by marking or segregation, all property that is subject to
a lien in favor of the Government by virtue of any terms of this contract in such a way as
to indicate that it is subject to a lien 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 a
lien to the extent of the Government's interest 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 person 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 a receipt 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) The termination inventory is sold or retained; and

(i1) The sale proceeds or retention credits are applied to reduce any outstanding
advance payments.

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

(1) Insurance on plant and equipment against fire and other hazards, to the extent
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FAR Class Deviation 26-13 for FAR Part 32 in Support of Executive Order on Restoring Common Sense
to Federal Procurement, Attachment 1: FAR Part 32 Solicitation Provisions and Contract Clauses

Revisions

that similar properties are usually insured by others operating plants and
properties of similar character in the same general locality;

(i1) Adequate insurance against liability on account of damage to persons or
property; and

(i11) Adequate insurance under all applicable workers' 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—

(k) Default.

(1) Maintain this insurance;

(i) 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

(ii1) Furnish any evidence with respect to its insurance that the administering
office may require.

(1) If any of the following events occurs, the Government may, by written notice to the
Contractor, withhold further withdrawals from the special account and further payments
on this contract:

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

(i1) 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 a financial condition 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.

(ii1) The appointment of a trustee, receiver, or liquidator for all or a substantial
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FAR Class Deviation 26-13 for FAR Part 32 in Support of Executive Order on Restoring Common Sense
to Federal Procurement, Attachment 1: FAR Part 32 Solicitation Provisions and Contract Clauses
Revisions

part of the Contractor's property, or the institution 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 account.

(v) The commission of an act of bankruptcy.

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

(1) 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 account
and apply the amounts to reduce outstanding advance payments and any other
claims of the Government against the Contractor.

(i1) Charge interest, in the manner prescribed in paragraph (f) of this clause, on
outstanding advance payments during the period of any event described in
subparagraph (k)(1) of this clause.

(ii1) Demand immediate repayment by the Contractor of the unliquidated balance
of advance payments.

(iv) 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 (k) (1) and
(2) of this clause it considers appropriate at its discretion and without limiting any other
rights of the Government.

(1) 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 as required, signed or certified balance sheets and profit and loss
statements together with a report on the operation of the special account in the form prescribed
by the administering office; 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.
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FAR Class Deviation 26-13 for FAR Part 32 in Support of Executive Order on Restoring Common Sense
to Federal Procurement, Attachment 1: FAR Part 32 Solicitation Provisions and Contract Clauses
Revisions

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

(0) Representations. The Contractor represents the following:

(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 pending or threatened against the
Contractor, except as shown in the financial statements.

(3) The Contractor has disclosed all contingent liabilities, 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. 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 considers 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 preexisting
mortgages, liens, or other encumbrances to remain on or attach to any assets of the
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FAR Class Deviation 26-13 for FAR Part 32 in Support of Executive Order on Restoring Common Sense
to Federal Procurement, Attachment 1: FAR Part 32 Solicitation Provisions and Contract Clauses
Revisions

Contractor which are allocated to performing this contract and with respect to which the
Government has a lien 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 distribution 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 all or a substantial 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 a writ 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 a rate of
compensation over §  a year;

(9) Change substantially the management, ownership, or control of the corporation;
(10) Merge or consolidate with any other firm or corporation, 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 or a credit union insured by the National Credit Union

Administration;

(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;
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FAR Class Deviation 26-13 for FAR Part 32 in Support of Executive Order on Restoring Common Sense
to Federal Procurement, Attachment 1: FAR Part 32 Solicitation Provisions and Contract Clauses
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(14) Permit its net current assets, computed in accordance with generally accepted
accounting principles, to become less than $  ; or

(15) Make any payments on account of the obligations listed below, except in the manner
and to the extent provided in this contract: List the pertinent obligations

(End of clause)

Alternate I (Apr 1984). If the agency desires to waive the countersignature requirement because
of the Contractor’s financial strength, good performance record, and favorable experience
concerning cost disallowances, add the following 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 I (May 2001). If used in a cost-reimbursement contract, substitute the following
paragraphs (c) and (e), and paragraphs (f)(1) and (f)(2) for paragraphs (c) and (e) and paragraphs
(f)(1) and (2) of the basic clause:

(c) Use of funds. The Contractor shall withdraw funds from the special 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.

(e) Maximum payment. When the sum of all unliquidated 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 all unliquidated advance payments and interest charges
payable. The Contractor shall pay any deficiency to the Government upon demand. For purposes
of this paragraph, the estimated cost shall be considered to be the stated estimated cost, less any
subsequent reductions of the estimated 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, without limitation,
any reimbursable cost (as estimated by the Contracting Officer) incident to a termination for the
convenience of the Government. Any payments withheld under this paragraph 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 daily rate specified in paragraph (f)(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 computing the interest charge, the following shall be observed:

(i) Advance payments shall be considered as increasing the unliquidated balance
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FAR Class Deviation 26-13 for FAR Part 32 in Support of Executive Order on Restoring Common Sense
to Federal Procurement, Attachment 1: FAR Part 32 Solicitation Provisions and Contract Clauses
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as of the date of the advance payment check.

(i1) Repayments by Contractor check shall be considered as decreasing the
unliquidated balance as of the date on which the check is received by the
Government authority designated by the Contracting Officer.

(i11) Liquidations by deductions from payments to the Contractor shall be
considered as decreasing the unliquidated 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 applicable dates.

(2) Interest charges resulting from the monthly computation 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 carried 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 subcontractors for
experimental, developmental, or research work.

Alternate III (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
deductions of 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 contractor, 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 2001). If the requirement for a special 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 II, disregard the instructions concerning
paragraph (c), Use of funds, in Alternate II; substitute paragraph (e), Maximum payment, in
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Alternate II for paragraph (d) below; and substitute paragraph (f), Interest, in Alternate II for
paragraph (e) below and change the reference to paragraph (f)(3) in the first sentence of
paragraph (f) of Alternate II to (e)(3).

If this Alternate is used in combination with Alternate 111, insert the additional sentence set forth
in Alternate III as the first sentence of paragraph (d) of this Alternate.

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

Advance Payments Without Special Account (OCT 2025) (DEVIATION 26-13)
(effective November 3, 2025)

(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 a letter 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 administering 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 payment funds only to pay for properly
allocable, allowable, and reasonable costs for direct materials, direct labor, and indirect costs.
Determinations of whether costs are properly allocable, allowable, and reasonable shall be in
accordance with generally accepted accounting principles, subject to any applicable subparts of
part 31 of the Federal Acquisition Regulation.

(c) Repayment to the Government. At any time, the Contractor may repay all 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 unliquidated 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 all unliquidated advance
payments and all interest 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 contract 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 paragraph
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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 the daily rate in subparagraph (e)(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 computing the interest charge—

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

(i1) Repayments by Contractor check shall be considered as decreasing the
unliquidated balance as of the date on which the check is received by the
Government authority designated by the Contracting Officer; and

(ii1) Liquidations by deductions from Government payments to the Contractor
shall be considered as decreasing the unliquidated balance as of the date of the
check for the reduced payment.

(2) Interest charges resulting from the monthly computation shall be deducted from
payments, other than advance payments, due the Contractor. If the accrued interest
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 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 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 (41 U.S.C. 7109(b)). 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 all material and other
property acquired for or allocated to the performance of this contract, except to the extent
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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 segregation, all property that is subject to
a lien in favor of the Government by virtue of any terms of this contract in such a way as
to indicate that it is subject to a lien 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 a
lien to the extent of the Government's interest 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 person 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 a receipt 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—

(1) The termination inventory is sold or retained; and

(i1) The sale proceeds or retention credits are applied to reduce any outstanding
advance payments.

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

(i1) Adequate insurance against liability on account of damage to persons or
property; and

(ii1) Adequate insurance under all applicable workers' 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—

(1) Maintain this insurance;
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(h) Default.

(i1) 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 (f) of this
clause; and

(ii1) Furnish any evidence with respect to its insurance that the administering
office may require.

(1) If any of the following events occur, the Government may, by written notice to the
Contractor, withhold further payments on this contract:

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

(i1) 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 a financial condition 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.

(i11) The appointment of a trustee, receiver, or liquidator for all or a substantial
part of the Contractor's property, or the institution 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)(1) 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 (e) of this clause, on
outstanding advance payments during the period of any event described in
subparagraph (h)(1) of this clause.

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

(ii1) 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 this clause it considers appropriate at its discretion and without limiting any
other rights of the Government.

(1) 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.

(j) Information and access to records. The Contractor shall furnish to the administering office (1)
monthly or at other intervals as required, 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 considered to provide adequate security to the
Government for advance payments; however, if the administering office considers the security
inadequate, the Contractor shall furnish additional security satisfactory to the administering
office, to the extent that the security is available.

(1) Representations. The Contractor represents the following:

(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 pending or threatened against the
Contractor, except as shown in the financial statements.

(3) The Contractor has disclosed all contingent liabilities, 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.
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(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.

(m) Covenants. To the extent the Government considers 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 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 a lien 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 distribution 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 all or a substantial 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 a writ 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;
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(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 a rate of
compensation over ___ a year.

(9) Change substantially the management, ownership, or control of the corporation;
(10) Merge or consolidate with any other firm or corporation, 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 or a credit union insured by the National Credit Union

Administration;

(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 accordance with generally accepted
accounting principles, to become less than ; or

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

[List the pertinent obligations]

fkdkx

52.232-16 Progress Payments.
As prescribed in 32.502-4(a), insert the following clause:
Progress Payments (OCT 2025) (DEVIATION 26-13) (effective November 3, 2025)

The Government will make progress payments to the Contractor when requested as work
progresses, but not more frequently than monthly, in amounts of $2,500 or more approved by the
Contracting Officer, under the following conditions:

(a) Computation of amounts. (1) Unless the Contractor requests a smaller amount, the
Government will compute each progress payment as 80 percent of the Contractor's total costs
incurred under this contract whether or not actually paid, plus financing payments to
subcontractors (see paragraph (j) of this clause), less the sum of all previous progress payments
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made by the Government under this contract. The Contracting Officer will consider cost of
money that would be allowable under Federal Acquisition Regulation (FAR) 31.205-10 as an
incurred cost for progress payment purposes.

(2) The amount of financing and other payments for supplies and services purchased
directly for the contract are limited to the amounts that have been paid by cash, check, or
other forms of payment, or that are determined due and will be paid to subcontractors—

(1) In accordance with the terms and conditions of a subcontract or invoice; and

(i1) Ordinarily within 30 days of the submission of the Contractor's payment
request to the Government.

(3) The Government will exclude accrued costs of Contractor contributions under
employee pension plans until actually paid unless—

(1) The Contractor's practice is to make contributions to the retirement fund
quarterly or more frequently; and

(i1) The contribution does not remain unpaid 30 days after the end of the
applicable quarter or shorter payment period (any contribution remaining unpaid
shall be excluded from the Contractor's total costs for progress payments until
paid).

(4) The Contractor shall not include the following in total costs for progress payment
purposes in paragraph (a)(1) of this clause:

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

(i1) Costs incurred by subcontractors or suppliers.

(i11) Costs ordinarily capitalized and subject to depreciation or amortization except
for the properly depreciated or amortized portion of such costs.

(iv) Payments made or amounts payable to subcontractors or suppliers, except
for—

(A) Completed work, including partial deliveries, 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.

(5) The amount of unliquidated progress payments may exceed neither (i) the progress
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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 incomplete.

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

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

(8) Notwithstanding any other terms of the contract, the Contractor agrees not to request
progress payments in dollar amounts of less than $2,500. The Contracting Officer may
make exceptions.

(9) The costs applicable to items delivered, invoiced, and accepted shall not include costs
in excess of the contract price of the items.

(b) Liguidation. Except as provided in the Termination for Convenience of the Government
clause, all progress payments shall be liquidated by deducting from any payment under this
contract, other than advance or progress payments, the unliquidated progress payments, or 80
percent 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 unilaterally change from the
ordinary liquidation rate to an alternate rate when deemed appropriate for proper contract
financing.

(¢) 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 conditions:

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

(2) Performance of this contract is endangered by the Contractor's (i) failure to make
progress or (i1) unsatisfactory financial condition.

(3) Inventory allocated to this contract substantially exceeds reasonable requirements.

(4) The Contractor is delinquent in payment of the costs of performing this contract in the
ordinary course of business.
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(5) The fair value of the undelivered work is less than the amount of unliquidated
progress payments for that work.

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

(d) Title.

(1) Title to the property described in this paragraph (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 allocable or properly chargeable to this contract.

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

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

(i1) Special tooling and special test equipment to which the Government is to
acquire title;

(ii1) 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 special tooling under paragraph (d)(2)(ii) of this clause; 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 clauses, shall determine 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
allocable costs of the property 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.
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(6) When the Contractor completes all of the obligations under this contract, including
liquidation of all progress payments, title shall vest in the Contractor for all property (or
the proceeds thereof) not—

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

(i1) 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 lost (see 45.101).

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

(g) Reports, forms, and access to records.

(1) The Contractor shall promptly furnish reports, certificates, financial statements, and
other pertinent information (including estimates to complete) reasonably requested 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.

(2) The Contractor shall furnish estimates to complete that have been developed or
updated within six months of the date of the progress payment request. The estimates to
complete shall represent the Contractor's best estimate of total costs to complete all
remaining contract work required under the contract. The estimates shall include
sufficient detail to permit Government verification.

(3) Each Contractor request for progress payment shall:
(1) Be submitted on Standard Form 1443, Contractor's Request for Progress
Payment, or the electronic equivalent as required by agency regulations, in

accordance with the form instructions and the contract terms; and

(i1) Include any additional supporting documentation requested by the Contracting
Officer.
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(h) Special terms regarding default. 1f this contract is terminated under the Default clause, (i) the
Contractor shall, on demand, repay to the Government the amount of unliquidated progress
payments and (ii) title shall vest in the Contractor, on full liquidation of progress payments, for
all 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.

(1) 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 (ii) constitute a waiver of any of the
rights or remedies of the parties under the contract.

(m) Progress payments under indefinite—delivery contracts. The Contractor shall account for
and submit progress payment requests under individual orders as if the order constituted a
separate contract, unless otherwise specified in this 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.

(j) Financing payments to subcontractors. The financing payments to subcontractors mentioned
in paragraphs (a)(1) and (a)(2) of this clause shall be all financing payments to subcontractors or
divisions, if the following conditions are met:
(1) The amounts included are limited to—
(1) The unliquidated remainder of financing payments made; plus
(i) Any unpaid subcontractor requests for financing payments.
(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) If the financing payments are in the form of progress payments, the terms of the
subcontract or interdivisional order concerning progress payments—

(1) Are substantially similar to the terms of this clause for any subcontractor that is
a large business concern, or this clause with its Alternate I for any subcontractor

that is a small business concern;

(i1) Are at least as favorable to the Government as the terms of this clause;
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(ii1) Are not more favorable to the subcontractor or division than the terms of this
clause are to the Contractor;

(iv) Are in conformance with the requirements of FAR 32.504(e); and

(v) Subordinate all subcontractor rights concerning property to which the
Government has title under the subcontract to the Government's right to require
delivery of the property to the Government if—

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

(4) If the financing payments are in the form of performance-based payments, the terms
of the subcontract or interdivisional order concerning payments—

(1) Are substantially similar to the Performance-Based Payments clause at FAR
52.232-32 and meet the criteria for, and definition of, performance-based
payments in FAR Part 32;

(i1) Are in conformance with the requirements of FAR 32.504(f); and

(ii1) Subordinate all subcontractor rights concerning property to which the
Government has title under the subcontract to the Government's right to require
delivery of the property to the Government if—

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

(5) If the financing payments are in the form of commercial product or commercial
service financing payments, the terms of the subcontract or interdivisional order
concerning payments—

(1) Are constructed in accordance with FAR 32.206(c) and included in a
subcontract for a commercial product or commercial service purchase that meets
the definition and standards for acquisition of commercial products and
commercial services in FAR parts 2 and 12;

(i1) Are in conformance with the requirements of FAR 32.504(g); and
(ii1) Subordinate all subcontractor rights concerning property to which the

Government has title under the subcontract to the Government's right to require
delivery of the property to the Government if—
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(A) The Contractor defaults; or
(B) The subcontractor becomes bankrupt or insolvent.

(6) If financing is in the form of progress payments, the progress payment rate in the
subcontract is the customary rate used by the contracting agency, depending on whether
the subcontractor is or is not a small business concern.

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

(8) If no unliquidated financing payments to the Contractor remain, but there are
unliquidated financing payments that the Contractor has made to any subcontractor, the
Contractor shall be subrogated to all the rights the Government obtained through the
terms required by this clause to be in any subcontract, as if all such rights had been
assigned and transferred to the Contractor.

(9) To facilitate small business participation in subcontracting under this contract, the
Contractor shall provide financing payments to small business concerns, in conformity
with the standards for customary contract financing payments stated in FAR 32.113. The
Contractor shall not consider the need for such financing payments as a handicap 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 costs incurred 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 modifications 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
contract action as long as the contract action remains undefinitized. The amount of unliquidated
progress payments 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 specified
elsewhere in the contract. Separate limits may be specified for separate actions.

(1) Due date. The designated payment office will make progress payments on the
[Contracting Officer insert date as prescribed by agency head; if not prescribed, insert “30th”]
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day after the designated billing office receives a proper progress payment request. In the event
that the Government requires an audit or other review of a specific progress payment request to
ensure compliance with the terms and conditions of the contract, the designated payment office
is not compelled to make payment by the specified due date. Progress payments are considered
contract financing and are not subject to the interest penalty provisions of the Prompt Payment
Act.

(m) Progress payments under indefinite—delivery contracts. The Contractor shall account for
and submit progress payment requests under individual orders as if the order constituted a
separate contract, unless otherwise specified in this contract.

(End of clause)

Alternate I (Mar 2000). If the contract is with a small business concern, change each mention of
the progress payment and liquidation rates excepting paragraph (k) to the customary rate of 85
percent for small business concerns (see FAR 32.501-1).

Alternate II (Apr 2003). If the contract is a letter contract, add paragraphs (n) and (o). The
amount specified in paragraph (o) shall not exceed 80 percent of the maximum liability of the
Government under the letter contract. The contracting officer may specify separate limits for
separate parts of the work.

(n) The Contracting Officer will liquidate progress payments made under this letter contract,
unless previously liquidated under paragraph (b) of this clause, using the following procedures:

(1) 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 this letter contract is not superseded by a definitive contract calling for the
furnishing of all or part of the articles or services covered under the letter contract,
unliquidated 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 will allocate the unliquidated progress payments to the terminated and
unterminated portions as the Government deems equitable, and will liquidate each
portion under the relevant procedure in paragraphs (n)(1) and (n)(2) of this clause.

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

(o) The amount of unliquidated progress payments shall not exceed
[Contracting Officer specify dollar amount].
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Alternate III (Jun 2020). As prescribed in 32.502-4 (d), add the following paragraph (n) to the
basic clause. If Alternate Il is also being used, redesignate the following paragraph as paragraph

(p):

(n) The provisions of this clause will not be applicable to individual orders at or below the
simplified acquisition threshold, as defined in FAR 2.101 on the date of individual order award.

kkdkx

52.232-20 Limitation of Cost.

As prescribed in 32.706-2(a), insert the following clause. The 60-day period may be varied from
30 to 90 days and the 75 percent from 75 to 85 percent. "Task Order" or other appropriate
designation may be substituted for "Schedule" wherever that word appears in the clause:

Limitation of Cost (OCT 2025) (DEVIATION 26-13) (effective November 3, 2025)

(a) The parties estimate that performance of this contract, exclusive of any fee, will not cost the
Government more than (1) the estimated cost specified in the Schedule or, (2) if this is a cost-
sharing contract, the Government's share of the estimated cost specified in the Schedule. The
Contractor agrees to use its best efforts to perform the work specified in the Schedule and all
obligations under this contract within the estimated cost, which, if this is a cost-sharing contract,
includes both the Government's and the Contractor's share of the cost.

(b) The Contractor shall notify the Contracting Officer in writing whenever it has reason to
believe that—

(1) The costs the Contractor expects to incur under this contract in the next 60 days, when
added to all costs previously incurred, will exceed 75 percent of the estimated cost
specified in the Schedule; or

(2) The total cost for the performance of this contract, exclusive of any fee, will be either
greater or substantially less than had been previously estimated.

(c) As part of the notification, the Contractor shall provide the Contracting Officer a revised
estimate of the total cost of performing this contract.

(d) Except as required by other provisions of this contract, specifically citing and stated to be an
exception to this clause—

(1) The Government is not obligated to reimburse the Contractor for costs incurred in
excess of (1) the estimated cost specified in the Schedule or, (ii) if this is a cost-sharing

contract, the estimated cost to the Government specified in the Schedule; and

(2) The Contractor is not obligated to continue performance under this contract (including
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actions under the Termination clause of this contract) or otherwise incur costs in excess
of the estimated cost specified in the Schedule, until the Contracting Officer (i) notifies
the Contractor in writing that the estimated cost has been increased and (ii) provides a

revised estimated total cost of performing this contract. If this is a cost-sharing contract,
the increase shall be allocated in accordance with the formula specified in the Schedule.

(e) No notice, communication, or representation in any form other than that specified in
subparagraph (d)(2) in this clause, or from any person other than the Contracting Officer, shall
affect this contract's estimated cost to the Government. In the absence of the specified notice, the
Government is not obligated to reimburse the Contractor for any costs in excess of the estimated
cost or, if this is a cost-sharing contract, for any costs in excess of the estimated cost to the
Government specified in the Schedule, whether those excess costs were incurred during the
course of the contract or as a result of termination.

(f) If the estimated cost specified in the Schedule is increased, any costs the Contractor incurs
before the increase that are in excess of the previously estimated cost shall be allowable to the
same extent as if incurred afterward, unless the Contracting Officer issues a termination or other
notice directing that the increase is solely to cover termination or other specified expenses.

(g) Change orders shall not be considered an authorization to exceed the estimated cost to the
Government specified in the Schedule, unless they contain a statement increasing the estimated
cost.

(h) If this contract is terminated or the estimated cost is not increased, the Government and the
Contractor shall negotiate an equitable distribution of all property produced or purchased under
the contract, based upon the share of costs incurred by each.

(End of clause)

fkdkx

52.232-36 Payment by Third Party.
As prescribed in 32.1110(d), insert the following clause:
Payment by Third Party (OCT 2025) (DEVIATION 26-13) (effective November 3, 2025)

(a) General. (1) Except as provided in paragraph (a)(2) of this clause, the Contractor agrees to
accept payments due under this contract, through payment by a third party in lieu of payment
directly from the Government, in accordance with the terms of this clause. The third party and, if
applicable, the particular Governmentwide commercial purchase card to be used are identified
elsewhere in this contract.

(2) The Governmentwide commercial purchase card is not authorized as a method of
payment during any period the System for Award Management (SAM) indicates that the
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Contractor has delinquent debt that is subject to collection under the Treasury Offset
Program (TOP). Information on TOP is available at
https://www.fiscal.treasury.gov/TOP/. If the SAM subsequently indicates that the
Contractor no longer has delinquent debt, the Contractor may request the Contracting
Officer to authorize payment by Governmentwide commercial purchase card.

(b) Contractor payment request. (1) Except as provided in paragraph (b)(2) of this clause, the
Contractor shall make payment requests through a charge to the Government account with the
third party, at the time and for the amount due in accordance with those clauses of this contract
that authorize the Contractor to submit invoices, contract financing requests, other payment
requests, or as provided in other clauses providing for payment to the Contractor.

(2) When the Contracting Officer has notified the Contractor that the Governmentwide
commercial purchase card is no longer an authorized method of payment, the Contractor
shall make such payment requests in accordance with instructions provided by the
Contracting Officer during the period when the purchase card is not authorized.

(c) Payment. The Contractor and the third party shall agree that payments due under this contract
shall be made upon submittal of payment requests to the third party in accordance with the terms
and conditions of an agreement between the Contractor, the Contractor's financial agent (if any),
and the third party and its agents (if any). No payment shall be due the Contractor until such
agreement is made. Payments made or due by the third party under this clause are not payments
made by the Government and are not subject to the Prompt Payment Act or any implementation
thereof in this contract.

(d) Documentation. Documentation of each charge against the Government's account shall be
provided to the Contracting Officer upon request.

(e) Assignment of claims. Notwithstanding any other provision of this contract, if any payment is
made under this clause, then no payment under this contract shall be assigned under the
provisions of the assignment of claims terms of this contract or the Assignment of Claims Act of
1940, (31 U.S.C. 3727,41 U.S.C. 6305).

(f) Other payment terms. The other payment terms of this contract shall govern the content and
submission of payment requests. If any clause requires information or documents in or with the
payment request, that is not provided in the third party agreement referenced in paragraph (c) of
this clause, the Contractor shall obtain instructions from the Contracting Officer before
submitting such a payment request.

(End of clause)

fkdkx

52.232-90 Fast Payment Procedure.
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As prescribed in 32.1204, insert the following clause:

Fast Payment Procedure (OCT 2025) (DEVIATION 26-13) (effective November 3, 2025)

(a) General. The Government will pay invoices based on the Contractor's delivery to a post
office or common carrier (or, if shipped by other means, to the point of first receipt by the
Government).

(b) Responsibility for supplies.
(1) Title to the supplies passes to the Government upon delivery to—
(1) A post office or common carrier for shipment to the specific destination; or

(i1) The point of first receipt by the Government, if shipment is by means other
than Postal Service or common carrier.

(2) Notwithstanding any other provision of the contract, order, or blanket purchase
agreement, the Contractor shall—

(1) Assume all responsibility and risk of loss for supplies not received at destination,
damaged in transit, or not conforming to purchase requirements; and

(i1) Replace, repair, or correct those supplies promptly at the Contractor's expense, if
instructed to do so by the Contracting Officer within 180 days from the date title to the
supplies vests in the Government.

(c) Preparation of invoice.

(1) Upon delivery to a post office or common carrier (or, if shipped by other means, the
point of first receipt by the Government), the Contractor shall—

(1) Prepare an invoice as provided in this contract, order, or blanket purchase
agreement; and

(i1) Display prominently on the invoice “FAST PAY.” Invoices not prominently
marked “FAST PAY” via manual or electronic means may be accepted by the
payment office for fast payment. If the payment office declines to make fast
payment, the Contractor shall be paid in accordance with procedures applicable to
invoices to which the Fast Payment clause does not apply.

(2) If the purchase price excludes the cost of transportation, the Contractor shall enter the
prepaid shipping cost on the invoice as a separate item. The Contractor shall not include
the cost of parcel post insurance. If transportation charges are stated separately on the
invoice, the Contractor shall retain related paid freight bills or other transportation
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billings paid separately for a period of three years and shall furnish the bills to the
Government upon request.

(3) If this contract, order, or blanket purchase agreement requires the preparation of a
receiving report, the Contractor shall either—

(1) Submit the receiving report on the prescribed form with the invoice; or
(i1) Include the following information on the invoice:
(A) Shipment number.
(B) Mode of shipment.
(C) At line item level—
(/) National stock number and/or manufacturer's part number;
(2) Unit of measure;
(3) Ship-To Point;
(4) Mark-For Point, if in the contract; and
(5) FEDSTRIP/MILSTRIP document number, if in the contract.
(4) If this contract, order, or blanket purchase agreement does not require preparation of a
receiving report on a prescribed form, the Contractor shall include on the invoice the
following information at the line item level, in addition to that required in paragraph
(c)(1) of this clause:
(1) Ship-To Point.
(i) Mark-For Point.

(ii1)) FEDSTRIP/MILSTRIP document number, if in the contract.

(5) Where a receiving report is not required, the Contractor shall include a copy of the
invoice in each shipment.

(d) Certification of invoice. The Contractor certifies by submitting an invoice to the Government
that the supplies being billed to the Government have been shipped or delivered in accordance
with shipping instructions issued by the ordering officer, in the quantities shown on the invoice,
and that the supplies are in the quantity and of the quality designated by the contract, order, or
blanket purchase agreement.
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(e) FAST PAY container identification. The Contractor shall mark all outer shipping containers
“FAST PAY.” When outer shipping containers are not marked “FAST PAY,” the payment office
may make fast payment. If the payment office declines to make fast payment, the Contractor
shall be paid in accordance with procedures applicable to invoices to which the Fast Payment
clause does not apply.

(End of clause)
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