Subpart 432.1 - Non-Commercial Item
Purchase Financing

Parent topic: PART 432 - CONTRACT FINANCING

432.102 Description of contract financing methods.

Progress payments based on a percentage or stage of completion are authorized for use as a
payment method under USDA contracts or subcontracts for construction, alteration or repair, and
shipbuilding and conversion. Such payments also are authorized for service contracts, if the
contracting officer determines that progress payments based on costs are not practicable and
adequate safeguards are provided to administer progress payments based on a percentage or stage
of completion. For all other contracts, progress payment provisions shall be based on costs except
that the HCA may authorize progress payments based on a percentage or stage of completion on a
case-by-case basis. Each authorization by the HCA shall include a determination and finding that
progress payments based on costs cannot be employed practically and that there are adequate
safeguards provided for the administration of progress payments based on a percentage or stage of
completion.

432.103 Progress payments under construction contracts.

(a) When approving a progress payment under a construction contract, the contracting officer shall
indicate the amount to be paid by the payment office and include in the contract file the rationale in
support of the payment.

(b) When a retainage is made on a progress payment under a construction contract, the contracting
officer shall place in the contract file a written determination stating the reason(s) for the retainage.

(c) When a progress payment under a construction contract has been approved, the amount to be
paid, the amount of any retainage withheld, and the reason(s) for the retainage shall be provided to
the contractor by the contracting officer in writing before the payment due date.

(d) When the contractor, under a fixed-price construction contract, furnishes evidence to the
contracting officer that the surety has been paid in full for bond premiums and requests
reimbursement, the first subsequent progress payment shall include the total amount attributable to
such bond premiums and the Government shall pay that amount in full. This amount paid for the
bond premiums is not an amount in addition to the stated contract price.

432.111 Contract clauses for non-commercial purchases.

The contracting officer shall insert the clause at 452.232-70, Reimbursement for Bond Premiums -
Fixed Price Construction Contracts, whenever the clause at FAR 52.232-5, Payments under Fixed-
Price Construction Contracts, is used in a contract.
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432.113 Customary contract financing.

The contracting officer may determine the necessity for customary contract financing. The
determination and finding that customary contract financing is needed shall be placed in the
contract file.

432.114 Unusual contract financing.

The HCA is authorized to approve unusual contract financing. The signed determination and finding
supporting this approval shall be included in the contract file.



