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§1312.31

safe, which will then be secured. A de-
scription of the document will be iden-
tified in the Record of Security Viola-
tions and a copy of the violation will
be left in the safe.

(b) Office of record. The EOP Security
Office shall serve as the primary office
of record for OMB security violations.
Reports of violations will remain in the
responsible individual’s security file
until one year after the individual de-
parts the Executive Office of the Presi-
dent, at which time all violation re-
ports will be destroyed.

(c) Compliance. All Office of Manage-
ment and Budget employees will com-
ply with this section. Additionally,
personnel on detail or temporary duty
will comply with this section, however,
their parent agencies will be provided
with a copy of any security violation
incurred during their period of service
to OMB.

(d) Responsibilities for processing secu-
rity violations—(1) EOP Security Officer.
The EOP Security Officer shall provide
OMB with assistance regarding Agency
security violations. Upon receipt of a
Record of Security Violation alleging a
security violation, the EOP Security
Officer shall:

(i) Prepare a memorandum to the im-
mediate supervisor of the office/divi-
sion responsible for the violation re-
questing that an inquiry be made into
the incident. Attached to the memo-
randum will be a copy of the Record of
Security Violation form. The receiving
office/division will prepare a written
report within five working days of its
receipt of the Security Officer’s memo-
randum.

(ii) Provide any assistance needed for
the inquiry conducted by the office/di-
vision involved in the alleged viola-
tion.

(iii) Upon receipt of the report of in-
quiry from the responsible office/divi-
sion, the EOP Security Officer will:

(A) Consult with the OMB Associate
Director (or Assistant Director) for Ad-
ministration and the General Counsel;

(B) Determine if a damage assess-
ment report is required. A damage as-
sessment will be made by the agency
originating the classified information,
and will be prepared after it has been
determined that the information was
accessed without authorization; and
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(C) Forward the report with a rec-
ommendation to the OMB General
Counsel.

(2) Immediate supervisors. Upon receipt
of the EOP Security Officer’s security
violation memorandum, the immediate
supervisor will make an inquiry into
the alleged incident, and send a written
report of inquiry to the EOP Security
Officer. The inquiry should determine,
and the related report should identify,
at a minimum:

(i) Whether an actual security viola-
tion occurred;

(ii) The identity of the person(s) re-
sponsible; and

(iii) The probability of unauthorized
access.

(3) Deputy Associate Directors (or
the equivalent) will:

(i) Review and concur or comment on
the written report; and

(ii) In conjunction with the imme-
diate supervisor, determine what ac-
tion will be taken to prevent, within
their area of responsibility, a recur-
rence of the circumstances giving rise
to the violation.

(e) Staff penalties for OMB security vio-
lations. When assessing penalties in ac-
cordance with this section, only those
violations occurring within the cal-
endar year (beginning January 1) will
be considered. However, reports of all
previous violations remain in the secu-
rity files. These are the standard viola-
tion penalties that will be imposed. At
the discretion of the Director or his
designee, greater or lesser penalties
may be imposed based upon the cir-
cumstances giving rise to the viola-
tion, the immediate supervisor’s report
of inquiry, and the investigation and
findings of the EOP Security Officer
and/or the OMB Associate Director (or
Assistant Director) for Administration.

(1) First violation:

(i) Written notification of the viola-
tion will be filed in the responsible in-
dividual’s security file; and

(ii) The EOP Security Officer and/or
the Associate Director (or Assistant
Director) for Administration will con-
sult with the respective immediate su-
pervisor, and the responsible individual
will be advised of the penalties that
may be applied should a second viola-
tion occur.

(2) Second violation:
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(i) Written notification of the viola-
tion will be filed in the responsible in-
dividual’s security file;

(ii) The EOP Security Officer and/or
the Associate Director (or Assistant
Director) for Administration will con-
sult with the respective Deputy Asso-
ciate Director (or the equivalent) and
immediate supervisor and the respon-
sible individual who will be advised of
the penalties that may be applied
should a third violation occur; and

(iii) A letter of Warning will be
placed in the Disciplinary Action file
maintained by the Office of Adminis-
tration, Human Resources Manage-
ment Division.

(3) Third violation:

(i) Written notification of the viola-
tion will be filed in the responsible in-
dividual’s security file;

(ii) The EOP Security Officer and/or
the Associate Director (or Assistant
Director) for Administration will con-
sult with the OMB Deputy Director,
General Counsel, the respective Deputy
Associate Director (or equivalent), and
the immediate supervisor and the re-
sponsible individual who will be ad-
vised of the penalties that may be ap-
plied should a fourth violation occur;
and

(iii) A Letter of Reprimand will be
placed in the Disciplinary Action file
maintained by the OA/HRMD.

(4) Fourth violation:

(i) Written notification of the viola-
tion will be filed in the responsible in-
dividual’s security file;

(ii) The EOP Security Officer and/or
the Associate Director (or Assistant
Director) for Administration will con-
sult with the OMB Director, Deputy
Director, General Counsel, the respec-
tive Deputy Associate Director (or the
equivalent), and immediate supervisor;

(iii) The responsible individual may
receive a suspension without pay for a
period not to exceed 14 days; and

(iv) The responsible individual will be
advised that future violations could re-
sult in the denial of access to classified
material or other adverse actions as
may be appropriate, including dis-
missal.

§1312.34

Subpart C—Mandatory
Declassification Review

§1312.32

Other government agencies, and indi-
vidual members of the public, fre-
quently request that classified infor-
mation in OMB files be reviewed for
possible declassification and release.
This subpart prescribes the procedures
for such review and subsequent release
or denial. It is issued under the author-
ity of Executive Order 12958 (60 FR
19825, 3 CFR, 1995 Comp., p. 333), as im-
plemented by Information Security
Oversight Office Directive No. 1 (32
CFR part 2001).

Purpose and authority.

§1312.33 Responsibility.

All requests for the mandatory de-
classification review of classified infor-
mation in OMB files should be ad-
dressed to the Associate Director (or
Assistant Director) for Administration,
who will acknowledge receipt of the re-
quest. When a request does not reason-
ably describe the information sought,
the requester shall be notified that un-
less additional information is provided,
or the scope of the request is narrowed,
no further action will be taken. All re-
quests will receive a response within
180 days of receipt of the request.

§1312.34 Information in the custody of
OMB.

Information contained in OMB files
and under the exclusive declassifica-
tion jurisdiction of the office will be
reviewed by the office of primary inter-
est to determine whether, under the de-
classification provisions of the Order,
the requested information may be de-
classified. If so, the information will be
made available to the requestor unless
withholding is otherwise warranted
under applicable law. If the informa-
tion may not be released, in whole or
in part, the requestor shall be given a
brief statement as to the reasons for
denial, a notice of the right to appeal
the determination to the Deputy Direc-
tor, OMB, and a notice that such an ap-
peal must be filed within 60 days in
order to be considered.
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§1312.35 Information classified by an-
other agency.

When a request is received for infor-
mation that was classified by another
agency, the Associate Director (or As-
sistant Director) for Administration
will forward the request, along with
any other related materials, to the ap-
propriate agency for review and deter-
mination as to release. Recommenda-
tions as to release or denial may be
made if appropriate. The requester will
be notified of the referral, unless the
receiving agency objects on the
grounds that its association with the
information requires protection.

§1312.36

Appeals received as a result of a de-
nial, see §1312.34, will be routed to the
Deputy Director who will take action
as necessary to determine whether any
part of the information may be declas-
sified. If so, he will notify the requester
of his determination and make that in-
formation available that is declassified
and otherwise releasable. If continued
classification is required, the requestor
shall be notified by the Deputy Direc-
tor of the reasons thereafter. Deter-
minations on appeals will normally be
made within 60 working days following
receipt. If additional time is needed,
the requestor will be notified and this
reason given for the extension. The
agency’s decision can be appealed to
the Interagency Security Classification
Appeals Panel.

§1312.37 Fees.

There will normally be no fees
charged for the mandatory review of
classified material for declassification
under this section.

PART 1315—PROMPT PAYMENT

Appeal procedure.

Sec.
1315.1
1315.2

Application.

Definitions.

1315.3 Responsibilities.

1315.4 Prompt payment standards and re-
quired notices to vendors.

1315.5 Accelerated payment methods.

1315.6 Payment without evidence that sup-
plies have been received (fast payment).

1315.7 Discounts.

1315.8 Rebates.

1315.9 Required documentation.

1315.10 Late payment interest penalties.
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1315.11 Additional penalties.

1315.12 Payments to governmentwide com-
mercial purchase card issuers.

1315.13 Commodity Credit Corporation pay-
ments.

1315.14 Payments under construction con-
tracts.

1315.15 Grant recipients.

1315.16 Relationship to other laws.

1315.17 Formulas.

1315.18 Inquiries.

1315.19 Regulatory references to OMB Cir-
cular A-125.

1315.20 Application of Section 1010 of the
National Defense Authorization Act for
Fiscal Year 2001.

AUTHORITY: 31 U.S.C. chapter 39; Section
1010 of Public Law 106-398, 114 Stat. 1654; Sec-
tion 1007 of Public Law 107-107, 115 Stat. 1012.

SOURCE: 64 FR 52586, Sept. 29, 1999, unless
otherwise noted.

§1315.1 Application.

(a) Procurement contracts. This part
applies to contracts for the procure-
ment of goods or services awarded by:

(1) All Executive branch agencies ex-
cept:

(i) The Tennessee Valley Authority,
which is subject to the Prompt Pay-
ment Act (31 U.S.C. chapter 39), but is
not covered by this part; and

(ii) Agencies specifically exempted
under 5 U.S.C. 551(1); and

(2) The United States Postal Service.
The Postmaster General is responsible
for issuing implementing procurement
regulations, solicitation provisions,
and contract clauses for the United
States Postal Service.

(b) Vendor payments. All Executive
branch vendor payments and payments
to those defined as contractors or ven-
dors (see §1315.2(hh)) are subject to the
Prompt Payment Act with the fol-
lowing exceptions:

(1) Contract Financing Payments, as
defined in §1315.2(h); and

(2) Payments related to emergencies
(as defined in the Disaster Relief Act of
1974, Public Law 93-288, as amended (42
U.S.C. 5121 et seq.)); military contin-
gency operations (as defined in 10
U.S.C. 101 (a)(13)); and the release or
threatened release of hazardous sub-
stances (as defined in 4 U.S.C. 9606, Sec-
tion 106).

(c) Utility payments. All utility pay-
ments, including payments for tele-
phone service, are subject to the Act
except those under paragraph (b)(2) of

152



Office of Management and Budget

this section. Where state, local or for-
eign authorities impose generally-ap-
plicable late payment rates for utility
payments, those rates shall take prece-
dence. In the absence of such rates,
this part will apply.

(d) Commodity Credit Corporation pay-
ments. Payments made pursuant to
Section 4(h) of the Act of June 29, 1948
(15 U.S.C. 7T14b(h)) (‘‘CCC Charter Act’)
relating to the procurement of prop-
erty and services, and payments to
which producers on a farm are entitled
under the terms of an agreement en-
tered into under the Agricultural Act
of 1949 (7 U.S.C. 1421 et seq.) are subject
to this part.

§1315.2 Definitions.

(a) Accelerated payment means a pay-
ment made prior to the due date (see
discussion in §1315.5).

(b) Acceptance means an acknowledg-
ment by an authorized Government of-
ficial that goods received and services
rendered conform with the contract re-
quirements. Acceptance also applies to
partial deliveries.

(c) Agency includes, as defined in 5
U.S.C. 551(1), each authority of the
United States Government, whether or
not it is within or subject to review by
another agency, excluding the Con-
gress, the United States courts, gov-
ernments of territories or possessions,
the District of Columbia government,
courts martial, military commaissions,
and military authority exercised in the
field in time of war or in occupied ter-
ritory. Agency also includes any entity
that is operated exclusively as an in-
strumentality of such an agency for
the purpose of administering one or
more programs of that agency, and
that is so identified for this purpose by
the head of such agency. The term
agency includes military post and base
exchanges and commissaries.

(d) Applicable interest rate means the
interest rate established by the Sec-
retary of the Treasury for interest pay-
ments under Section 12 of the Contract
Disputes Act of 1978 (41 U.S.C. 611)
which is in effect on the day after the
due date, except where the interest
penalty is prescribed by other govern-
mental authority (e.g., utility tariffs).
The rate established under the Con-
tract Disputes Act is referred to as the

§1315.2

‘“Renegotiation Board Interest Rate,”
the ‘‘Contract Disputes Act Interest
Rate,” and the ‘“‘Prompt Payment Act
Interest Rate,” and is published semi-
annually by the Fiscal Service, Depart-
ment of Treasury, in the FEDERAL REG-
ISTER on or about January 1 and July 1.

(e) Automated Clearing House (ACH)
means a network that performs inter-
bank clearing of electronic debit and
credit entries for participating finan-
cial institutions.

(f) Banking information means infor-
mation necessary to facilitate an EFT
payment, including the vendor’s bank
account number, and the vendor finan-
cial institution’s routing number.

(g) Contract means any enforceable
agreement, including rental and lease
agreements, purchase orders, delivery
orders (including obligations under
Federal Supply Schedule contracts),
requirements-type (open-ended) service
contracts, and blanket purchases
agreements between an agency and a
vendor for the acquisition of goods or
services and agreements entered into
under the Agricultural Act of 1949 (7
U.S.C. 1421 et seq.). Contracts must
meet the requirements of §1315.9(a).

(h) Contract financing payments means
an authorized disbursement of monies
prior to acceptance of goods or services
including advance payments, progress
payments based on cost, progress pay-
ments (other than under construction
contracts) based on a percentage or
stage of completion, payments on per-
formance-based contracts and interim
payments on cost-type contracts (other
than under cost-reimbursement con-
tracts for the acquisition of services).
Contract financing payments do not in-
clude invoice payments, payments for
partial deliveries, or lease and rental
payments. Contract financing pay-
ments also do not include progress pay-
ments under construction contracts
based on a percentage or stage of com-
pletion and interim payments under
cost-reimbursement service contracts.
For purposes of this part, interim pay-
ments under a cost-reimbursement
service contract are treated as invoice
payments and subject to the require-
ments of this part, except as otherwise
provided (see, e.g., §§1315.4(d) and (e),
and 1315.9(b)(1) and (c)).
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(i) Contracting office means any entity
issuing a contract or purchase order or
issuing a contract modification or ter-
mination.

(j) Contractor (see Vendor).

(k) Day means a calendar day includ-
ing weekend and holiday, unless other-
wise indicated.

(1) Delivery ticket means a vendor doc-
ument supplied at the time of delivery
which indicates the items delivered,
can serve as a proper invoice based on
contractual agreement.

(m) Designated agency office means
the office designated by the purchase
order, agreement, or contract to first
receive and review invoices. This office
can be contractually designated as the
receiving entity. This office may be
different from the office issuing the
payment.

(n) Discount means an invoice pay-
ment reduction offered by the vendor
for early payment.

(0) Discount date means the date by
which a specified invoice payment re-
duction, or a discount, can be taken.

(p) Due date means the date on which
Federal payment should be made. De-
termination of such dates is discussed
in §1315.4(g).

(q) Electronic commerce means the end
to end electronic exchange of business
information using electronic data
interchange, electronic mail, elec-
tronic bulletin boards, electronic funds
transfer (EFT) and similar tech-
nologies.

(r) Electronic data interchange means
the computer to computer exchange of
routine business information in a
standard format. The standard formats
are developed and maintained by the
Accredited Standards Committee of
the American National Standards In-
stitute, 11 West 42d Street, New York,
NY 10036.

(s) Electronic Funds Transfer (EFT)
means any transfer of funds, other
than a transaction originated by cash,
check, or similar paper instrument,
that is initiated through an electronic
terminal, telephone, computer, or mag-
netic tape, for the purpose of ordering,
instructing, or authorizing a financial
institution to debit or credit an ac-
count. The term includes, but is not
limited to, Automated Clearing House
and Fedwire transfers.
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(t) Emergency payment means a pay-
ment made under an emergency de-
fined as a hurricane, tornado, storm,
flood, high water, wind-driven water,
tidal wave, tsunami, earthquake, vol-
canic eruption, landslide, mud slide,
snowstorm, drought, fire, explosion, or
other catastrophe which requires Fed-
eral emergency assistance to supple-
ment State and local efforts to save
lives and property, and ensure public
health and safety; and the release or
threatened release of hazardous sub-
stances.

(u) Evaluated receipts means contrac-
tually designated use of the acceptance
document and the contract as the basis
for payment without requiring a sepa-
rate invoice.

(v) Fast payment means a payment
procedure under the Federal Acquisi-
tion Regulation at Part 13.4 which al-
lows payment under limited conditions
to a vendor prior to the Government’s
verification that supplies have been re-
ceived and accepted.

(w) Federal Acquisition Regulation
(FAR) means the regulation (48 CFR
chapter 1) that governs most Federal
acquisition and related payment issues.
Agencies may also have supplements
prescribing unique agency policies.

(X) Governmentwide commercial pur-
chase cards means internationally-ac-
cepted purchase cards available to all
Federal agencies under a General Serv-
ices Administration contract for the
purpose of making simplified acquisi-
tions of up to the threshold set by the
Federal Acquisition Regulation or for
travel expenses or payment, for pur-
chases of fuel, or other purposes as au-
thorized by the contract.

(y) Invoice means a bill, written docu-
ment or electronic transmission, pro-
vided by a vendor requesting payment
for property received or services ren-
dered. A proper invoice must meet the
requirements of §1315.9(b). The term in-
voice can include receiving reports and
delivery tickets when contractually
designated as invoices.

(z) Payment date means the date on
which a check for payment is dated or
the date of an electronic fund transfer
(EFT) payment (settlement date).

(aa) Rebate means a monetary incen-
tive offered to the Government by Gov-
ernmentwide commercial purchase
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card issuers to pay purchase card in-
voices early.

(bb) Receiving office means the entity
which physically receives the goods or
services, and may be separate from the
accepting entity.

(cc) Receiving report means written or
electronic evidence of receipt of goods
or services by a Government official.
Receiving reports must meet the re-
quirements of §1315.9(c).

(dd) Recurring payments means pay-
ments for services of a recurring na-
ture, such as rents, building mainte-
nance, transportation services, park-
ing, leases, and maintenance for equip-
ment, pagers and cellular phones, etc.,
which are performed under agency-ven-
dor agreements providing for payments
of definite amounts at fixed periodic
intervals.

(ee) Settlement date means the date on
which an EFT payment is credited to
the vendor’s financial institution.

(ff) Taxpayer Identifying Number (TIN)
means the nine digit Employer Identi-
fying Number or Social Security Num-
ber as defined in Section 6109 of the In-
ternal Revenue Code of 1986 (26 U.S.C.

6109).
(gg) Utilities and telephones means
electricity, water, sewage services,

telephone services, and natural gas.
Utilities can be regulated, unregulated,
or under contract.

(hh) Vendor means any person, orga-
nization, or business concern engaged
in a profession, trade, or business and
any not-for-profit entity operating as a
vendor (including State and local gov-
ernments and foreign entities and for-
eign governments, but excluding Fed-
eral entities).

[64 FR 52586, Sept. 29, 1999, as amended at 65
FR 78404, Dec. 15, 2000]

§1315.3 Responsibilities.

Each agency head is responsible for
the following:

(a) Issuing internal procedures. Ensur-
ing that internal procedures will in-
clude provisions for monitoring the
causes of late payments and any inter-
est penalties incurred, taking nec-
essary corrective action, and handling
inquiries.

(b) Internal control systems. Ensuring
that effective internal control systems
are established and maintained as re-
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quired by OMB Circular A-123, ‘“‘Man-
agement Accountability and Control.”’1
Administrative activities required for
payments to vendors under this part
are subject to periodic quality control
validation to be conducted no less fre-
quently than once annually. Quality
control processes will be used to con-
firm that controls are effective and
that processes are efficient. Each agen-
cy head is responsible for establishing
a quality control program in order to
quantify payment performance and
qualify corrective actions, aid cash
management decision making, and es-
timate payment performance if actual
data is unavailable.

(c) Financial management systems. En-
suring that financial management sys-
tems comply with OMB Circular A-127,
“Financial Management Systems.”’2
Agency financial systems shall provide
standardized information and elec-
tronic data exchange to the central
management agency. Systems shall
provide complete, timely, reliable, use-
ful and consistent financial manage-
ment information. Payment capabili-
ties should provide accurate and useful
management reports on payments.

(d) Reviews. Ensuring that Inspectors
General and internal auditors review
payments performance and systems ac-
curacy, consistent with the Chief Fi-
nancial Officers (CFO) Act require-
ments.

(e) Timely payments and interest pen-
alties. Ensuring timely payments and
payment of interest penalties where re-
quired.

§1315.4 Prompt payment standards
and required notices to vendors.

Agency business practices shall con-
form to the following standards:

(a) Required documentation. Agencies
will maintain paper or electronic docu-
mentation as required in §1315.9.

(b) Receipt of invoice. For the purposes
of determining a payment due date and
the date on which interest will begin to
accrue if a payment is late, an invoice
shall be deemed to be received:

(1) On the later of:

1For availability of OMB circulars, see 5

CFR 1310.3.
2See footnote 1 in §1315.3(b).
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(i) For invoices that are mailed, the
date a proper invoice is actually re-
ceived by the designated agency office
if the agency annotates the invoice
with date of receipt at the time of re-
ceipt. For invoices electronically
transmitted, the date a readable trans-
mission is received by the designated
agency office, or the next business day
if received after normal working hours;
or

(ii) The seventh day after the date on
which the property is actually deliv-
ered or performance of the services is
actually completed; unless—

(A) The agency has actually accepted
the property or services before the sev-
enth day in which case the acceptance
date shall substitute for the seventh
day after the delivery date; or

(B) A longer acceptance period is
specified in the contract, in which case
the date of actual acceptance or the
date on which such longer acceptance
period ends shall substitute for the sev-
enth day after the delivery date;

(2) On the date placed on the invoice
by the contractor, when the agency
fails to annotate the invoice with date
of receipt of the invoice at the time of
receipt (such invoice must be a proper
invoice); or

(3) On the date of delivery, when the
contract specifies that the delivery
ticket may serve as an invoice.

(c) Review of invoice. Agencies will
use the following procedures in review-
ing invoices:

(1) Each invoice will be reviewed by
the designated agency office as soon as
practicable after receipt to determine
whether the invoice is a proper invoice
as defined in §1315.9(b);

(2) When an invoice is determined to
be improper, the agency shall return
the invoice to the vendor as soon as
practicable after receipt, but no later
than 7 days after receipt (refer also to
paragraph (g)(4) of this section regard-
ing vendor notification and deter-
mining the payment due date.) The
agency will identify all defects that
prevent payment and specify all rea-
sons why the invoice is not proper and
why it is being returned. This notifica-
tion to the vendor shall include a re-
quest for a corrected invoice, to be
clearly marked as such;
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(3) Any media which produce tangible
recordings of information in lieu of
“written” or ‘‘original’” paper docu-
ment equivalents should be used by
agencies to expedite the payment proc-
ess, rather than delaying the process
by requiring ‘‘original’”® paper docu-
ments. Agencies should ensure ade-
quate safeguards and controls to en-
sure the integrity of the data and to
prevent duplicate processing.

(d) Receipt of goods and services. Agen-
cies will ensure that receipt is properly
recorded at the time of delivery of
goods or completion of services. This
requirement does not apply to interim
payments on cost-reimbursement serv-
ice contracts except as otherwise re-
quired by agency regulations.

(e) Acceptance. Agencies will ensure
that acceptance is executed as prompt-
ly as possible. Commercial items and
services should not be subject to ex-
tended acceptance periods. Acceptance
reports will be forwarded to the des-
ignated agency office by the fifth
working day after acceptance. Unless
other arrangements are made, accept-
ance reports will be stamped or other-
wise annotated with the receipt date in
the designated agency office. This re-
quirement does not apply to interim
payments on cost-reimbursement serv-
ice contracts except as otherwise re-
quired by agency regulations.

(f) Starting the payment period. The pe-
riod available to an agency to make
timely payment of an invoice without
incurring an interest penalty shall
begin on the date of receipt of a proper
invoice (see paragraph (b) of this sec-
tion) except where no invoice is re-
quired (e.g., for some recurring pay-
ments as defined in §1315.2(dd)).

(g) Determining the payment due date.
(1) Except as provided in paragraphs
(2)(2) through (5) of this section, the
payment is due either:

(i) On the date(s) specified in the con-
tract;

(ii) In accordance with discount
terms when discounts are offered and
taken (see §1315.7);

(iii) In accordance with Accelerated
Payment Methods (see §1315.5); or

(iv) 30 days after the start of the pay-
ment period as specified in paragraph
(f) of this section, if not specified in
the contract, if discounts are not
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taken, and if accelerated payment
methods are not used.

(2) Interim payments under cost-reim-
bursement contracts for services. The pay-
ment due date for interim payments
under cost-reimbursement service con-
tracts shall be 30 days after the date of
receipt of a proper invoice.

(3) Certain commodity payments. (i) For
meat, meat food products, as defined in
Section 2(a)(3) of the Packers and
Stockyard Act of 1921 (7 U.S.C. 182(3)),
including any edible fresh or frozen
poultry meat, any perishable poultry
meat food product, fresh eggs, any per-
ishable egg product, fresh or frozen fish
as defined in the Fish and Seafood Pro-
motion Act of 1986 (16 U.S.C. 4003(3)),
payment will be made no later than the
seventh day after delivery.

(ii) For perishable agricultural com-
modities, as defined in Section 1(4) of
the Perishable Agricultural Commod-
ities Act of 1930 (7 U.S.C. 499 a(4)), pay-
ment will be made no later than the
10th day after delivery, unless another
payment date is specified in the con-
tract.

(iii) For dairy products (as defined in
Section 111(e) of the Dairy Production
Stabilization Act of 1983, 7 U.S.C.
4502(e)), and including, at a minimum,
liquid milk, cheese, certain processed
cheese products, butter, yogurt, and ice
cream, edible fats or oils, and food
products prepared from edible fats or
oils (including, at a minimum, may-
onnaise, salad dressings and other
similar products), payment will be
made no later than 10 days after the
date on which a proper invoice, for the
amount due, has been received by the
agency acquiring the above listed prod-
ucts. Nothing in the Act permits limi-
tation to refrigerated products. When
questions arise about the coverage of a
specific product, prevailing industry
practices should be followed in speci-
fying a contractual payment due date.

(4) Mizxed invoices for commodities.
When an invoice is received for items
with different payment periods, agen-
cies:

(i) May pay the entire invoice on the
due date for the commodity with the
earliest due date, if it is considered in
the best interests of the agency;

(ii) May make split payments by the
due date applicable to each category;
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(iii) Shall pay in accordance with the
contractual payment provisions (which
may not exceed the statutory man-
dated periods specified in paragraph
(2)(2) of this section); and

(iv) Shall not require vendors to sub-
mit multiple invoices for payment of
individual orders by the agency.

(5) Notification of improper invoice.
When an agency fails to make notifica-
tion of an improper invoice within
seven days according to paragraph
(c)(2) of this section (three days for
meat and meat food, fish and seafood
products; and five days for perishable
agricultural commodities, dairy prod-
ucts, edible fats or oils and food prod-
ucts prepared from edible fats or oils),
the number of days allowed for pay-
ment of the corrected proper invoice
will be reduced by the number of days
between the seventh day (or the third
or fifth day, as otherwise specified in
this paragraph (g)(4)) and the day noti-
fication was transmitted to the vendor.
Calculation of interest penalties, if
any, will be based on an adjusted due
date reflecting the reduced number of
days allowable for payment;

(h) Payment date. Payment will be
considered to be made on the settle-
ment date for an electronic funds
transfer (EFT) payment or the date of
the check for a check payment. Pay-
ments falling due on a weekend or fed-
eral holiday may be made on the fol-
lowing business day without incurring
late payment interest penalties.

(i) Late payment. When payments are
made after the due date, interest will
be paid automatically in accordance
with the procedures provided in this
part.

(j) Timely payment. An agency shall
make payments no more than seven
days prior to the payment due date,
but as close to the due date as possible,
unless the agency head or designee has
determined, on a case-by-case basis for
specific payments, that earlier pay-
ment is necessary. This authority must
be used cautiously, weighing the bene-
fits of making a payment early against
the good stewardship inherent in effec-
tive cash management practices. An
agency may use the ‘‘accelerated pay-
ment methods’ in §1315.5 when it de-
termines that such earlier payment is
necessary.
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(k) Payments for partial deliveries.
Agencies shall pay for partial delivery
of supplies or partial performance of
services after acceptance, unless spe-
cifically prohibited by the contract.
Payment is contingent upon submis-
sion of a proper invoice if required by
the contract.

[64 FR 52586, Sept. 29, 1999, as amended at 65
FR 78405, Dec. 15, 2000]

§1315.5 Accelerated payment methods.

(a) A single invoice under $2,500. Pay-
ments may be made as soon as the con-
tract, proper invoice , receipt and ac-
ceptance documents are matched ex-
cept where statutory authority pre-
scribes otherwise and except where
otherwise contractually stipulated
(e.g., governmentwide commercial pur-
chase card.) Vendors shall be entitled
to interest penalties if invoice pay-
ments are made after the payment due
date.

(b) Small business (as defined in FAR
19.001 (48 CFR 19.001)). Agencies may
pay a small business as quickly as pos-
sible, when all proper documentation,
including acceptance, is received in the
payment office and before the payment
due date. Such payments are not sub-
ject to payment restrictions stated
elsewhere in this part. Vendors shall be
entitled to interest penalties if invoice
payments are made after the payment
due date.

(c) Emergency payments. Payments re-
lated to emergencies and disasters (as
defined in the Robert T. Stafford Dis-
aster Relief Act and Emergency Assist-
ance, Pub. L. 93-288, as amended (42
U.S.C. 5 121 et seq.); payments related
to the release or threatened release of
hazardous substances (as defined in the
Comprehensive Environmental Re-
sponse Compensation and Liability Act
of 1980, Pub. L. 96-510, 42 U.S.C. 9606);
and payments made under a military
contingency (as defined in 10 U.S.C.
101(a)(13)) may be made as soon as the
contract, proper invoice, receipt and
acceptance documents or any other
agreement are matched. Vendors shall
be entitled to interest penalties if in-
voice payments are made after the pay-
ment due date.

(d) Interim payments under cost-reim-
bursement contracts for services. For in-
terim payments under cost-reimburse-
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ment service contracts, agency heads
may make payments earlier than seven
days prior to the payment due date in
accordance with agency regulations or
policies.

[64 FR 52586, Sept. 29, 1999, as amended at 65
FR 78405, Dec. 15, 2000]

§1315.6 Payment without evidence
that supplies have been received
(fast payment).

(a) In limited situations, payment
may be made without evidence that
supplies have been received. Instead, a
contractor certification that supplies
have been shipped may be used as the
basis for authorizing payment. Pay-
ment may be made within 15 days after
the date of receipt of the invoice. This
payment procedure may be employed
only when all of the following condi-
tions are present:

(1) Individual orders do not exceed
$25,000 (except where agency heads per-
mits a higher amount on a case-by-case
basis);

(2) Deliveries of supplies are to occur
where there is both a geographical sep-
aration and a lack of adequate commu-
nications facilities between Govern-
ment receiving and disbursing activi-
ties that make it impracticable to
make timely payments based on evi-
dence of Federal acceptance;

(3) Title to supplies will vest in the
Government upon delivery to a post of-
fice or common carrier for mailing or
shipment to destination or upon re-
ceipt by the Government if the ship-
ment is by means other than the Post-
al Service or a common carrier; and

(4) The contractor agrees to replace,
repair, or correct supplies not received
at destination, damaged in transit, or
not conforming to purchase require-
ments.

(b) Agencies shall promptly inspect
and accept supplies acquired under
these procedures and shall ensure that
receiving reports and payment docu-
ments are matched and steps are taken
to correct discrepancies.

(c) Agencies shall ensure that spe-
cific internal controls are in place to
assure that supplies paid for are re-
ceived.

(d) As authorized by the 1988 Amend-
ment to the Prompt Payment Act (Sec-
tion 11(b)(1)(C)), a contract clause at 48
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CFR 52.213-1 is provided in the Federal
Acquisition Regulations (FAR) at 48
CFR part 13, subpart 13.4 ‘“‘Fast Pay-
ment Procedure,” for use when using
this fast payment procedure.

§1315.7 Discounts.

Agencies shall follow these proce-
dures in taking discounts and deter-
mining the payment due dates when
discounts are taken:

(a) Economically justified discounts. If
an agency is offered a discount by a
vendor, whether stipulated in the con-
tract or offered on an invoice, an agen-
cy may take the discount if economi-
cally justified (see discount formula in
Treasury Financial Manual (TFM) 6-
8040.40)3 but only after acceptance has
occurred. Agencies are encouraged to
include discount terms in a contract to
give agencies adequate time to take
the discount if it is determined to be
economically justified.

(b) Discounts taken after the discount
date. If an agency takes the discount
after the deadline, the agency shall pay
an interest penalty on any amount re-
maining unpaid as prescribed in
§1315.10(a)(6).

(c) Payment date. When a discount is
taken, payment will be made as close
as possible to, but no later than, the
discount date.

(d) Start date. The period for taking
the discount is calculated from the
date placed on the proper invoice by
the vendor. If there is no invoice date
on the invoice by the vendor, the dis-
count period will begin on the date a
proper invoice is actually received and
date stamped or otherwise annotated
by the designated agency office.

§1315.8 Rebates.

Agencies shall determine govern-
mentwide commercial purchase card
payment dates based on an analysis of
the total costs and total benefits to the
Federal government as a whole, unless
specified in a contract. When calcu-
lating costs and benefits, agencies are
expected to include the cost to the gov-

3The Treasury Financial Manual is avail-
able by calling the Prompt Payment Hotline
at 800-266-9667 or the Prompt Payment web
site at hitp://www.fms.treas.gov/prompt/
index.html.
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ernment of paying early. This cost is
the interest the government would
have earned, at the Current Value of
Funds rate, for each day that payment
was not made. Agencies may factor in
benefits gained from paying early due
to, for example, streamlining the pay-
ment process or other efficiencies. A
rebate formula is provided in §1315.17
and at the Prompt Payment website at
www.fms.treas.gov/prompt/index.html.

§1315.9 Required documentation.

Agencies are required to ensure the
following payment documentation is
established to support payment of in-
voices and interest penalties:

(a) The following information from
the contract is required as payment
documentation:

(1) Payment due date(s) as defined in
§1315.4(g);

(2) A notation in the contract that
partial payments are prohibited, if ap-
plicable;

(3) For construction contracts, spe-
cific payment due dates for approved
progress payments or milestone pay-
ments for completed phases, incre-
ments, or segments of the project;

(4) If applicable, a statement that the
special payment provisions of the
Packers and Stockyard Act of 1921 (7
U.S.C. 182(3)), or the Perishable Agri-
cultural Commodities Act of 1930 (7
U.S.C. 499a(4)), or Fish and Seafood
Promotion Act of 1986 (16 U.S.C. 4003(3))
shall apply;

(5) Where considered appropriate by
the agency head, the specified accept-
ance period following delivery to in-
spect and/or test goods furnished or to
evaluate services performed is stated;

(6) Name (where practicable), title,
telephone number, and complete mail-
ing address of officials of the Govern-
ment’s designated agency office, and of
the vendor receiving the payments;

(7) Reference to requirements under
the Prompt Payment Act, including
the payment of interest penalties on
late invoice payments (including
progress payments under construction
contracts);

(8) Reference to requirements under
the Debt Collection Improvement Act
(Pub. L. 104-134, 110 Stat. 1321), includ-
ing the requirement that payments
must be made electronically except in
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situations where the EFT requirement
is waived under 31 CFR 208.4. Where
electronic payment is required, the
contract will stipulate that banking in-
formation must be submitted no later
than the first request for payment;

(9) If using Fast Payment, the proper
FAR clause stipulating Fast Payment
is required.

(b)(1) Except for interim payment re-
quests under cost-reimbursement serv-
ice contracts, which are covered by
paragraph (b)(2) of this section, the fol-
lowing correct information constitutes
a proper invoice and is required as pay-
ment documentation:

(i) Name of vendor;

(ii) Invoice date;

(iii) Government contract number, or
other authorization for delivery of
goods or services;

(iv) Vendor invoice number, account
number, and/or any other identifying
number agreed to by contract;

(v) Description (including, for exam-
ple, contract Iline/subline number),
price, and quantity of goods and serv-
ices rendered;

(vi) Shipping and payment terms (un-
less mutually agreed that this informa-
tion is only required in the contract);

(vii) Taxpayer Identifying Number
(TIN), unless agency procedures pro-
vide otherwise;

(viii) Banking information, unless
agency procedures provide otherwise,
or except in situations where the EFT
requirement is waived under 31 CFR
208.4;

(ix) Contact name (where prac-
ticable), title and telephone number;

(x) Other substantiating documenta-
tion or information required by the
contract.

(2) An interim payment request
under a cost-reimbursement service
contract constitutes a proper invoice
for purposes of this part if it correctly
includes all the information required
by the contract or by agency proce-
dures.

(c) Except for interim payment re-
quests under cost-reimbursement serv-
ice contracts, the following informa-
tion from receiving reports, delivery
tickets, and evaluated receipts is re-
quired as payment documentation:

(1) Name of vendor;
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(2) Contract or other authorization
number;

(3) Description of goods or services;

(4) Quantities received, if applicable;

() Date(s) goods were delivered or
services were provided;

(6) Date(s) goods or services were ac-
cepted;

(7) Signature (or electronic alter-
native when supported by appropriate
internal controls), printed name, tele-
phone number, mailing address of the
receiving official, and any additional
information required by the agency.

(d) When a delivery ticket is used as
an invoice, it must contain informa-
tion required by agency procedures.
The requirements in paragraph (b) of
this section do not apply except as pro-
vided by agency procedures.

[64 FR 52586, Sept. 29, 1999, as amended at 65
FR 78405, Dec. 15, 2000]

§1315.10 Late payment interest pen-
alties.

(a) Application and calculation. Agen-
cies will use the following procedures
in calculating interest due on late pay-
ments:

(1) Interest will be calculated from
the day after the payment due date
through the payment date at the inter-
est rate in effect on the day after the
payment due date;

(2) Adjustments will be made for er-
rors in calculating interest;

(3) For up to one year, interest pen-
alties remaining unpaid at the end of
any 30 day period will be added to the
principal and subsequent interest pen-
alties will accrue on that amount until
paid;

(4) When an interest penalty is owed
and not paid, interest will accrue on
the unpaid amount until paid, except
as described in paragraph (a)(5) of this
section;

(5) Interest penalties under the
Prompt Payment Act will not continue
to accrue:

(i) After the filing of a claim for such
penalties under the Contract Disputes
Act of 1978 (41 U.S.C. 601 et seq.); or

(ii) For more than one year;

(6) When an agency takes a discount
after the discount date, interest will be
paid on the amount of the discount
taken. Interest will be calculated for
the period beginning the day after the
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specified discount date through the
date of payment of the discount erro-
neously taken;

(7) Interest penalties of less than one
dollar need not be paid;

(8) If the banking information sup-
plied by the vendor is incorrect, inter-
est under this regulation will not ac-
crue until seven days after such correct
information is received (provided that
the vendor has been given notice of the
incorrect banking information within
seven days after the agency is notified
that the information is incorrect);

(9) Interest calculations are to be
based on a 360 day year; and

(10) The applicable interest rate may
be obtained by calling the Department
of Treasury’s Financial Management
Service (FMS) Prompt Payment help
line at 1-800-266-9667.

(b) Payment. Agencies will meet the
following requirements in paying inter-
est penalties:

(1) Interest may be paid only after
acceptance has occurred; when title
passes to the government in a fast pay-
ment contract when title passing to
the government constitutes acceptance
for purposes of determining when inter-
est may be paid; or when the payment
is an interim payment under a cost-re-
imbursement service contract;

(2) Late payment interest penalties
shall be paid without regard to whether
the vendor has requested payment of
such penalty, and shall be accompanied
by a notice stating the amount of the
interest penalty, the number of days
late and the rate used;

(3) The invoice number or other
agreed wupon transaction reference
number assigned by the vendor should
be included in the notice to assist the
vendor in reconciling the payment. Ad-
ditionally, it is optional as to whether
or not an agency includes the contract
number in the notice to the vendor;

(4) The temporary unavailability of
funds does not relieve an agency from
the obligation to pay these interest
penalties or the additional penalties
required under §1315.11; and

(5) Agencies shall pay any late pay-
ment interest penalties (including any
additional penalties required under
§1315.11) under this part from the funds
available for the administration of the
program for which the penalty was in-
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curred. The Prompt Payment Act does
not authorize the appropriation of ad-
ditional amounts to pay penalties.

(c) Penalties not due. Interest pen-
alties are not required:

(1) When payment is delayed because
of a dispute between a Federal agency
and a vendor over the amount of the
payment or other issues concerning
compliance with the terms of a con-
tract. Claims concerning disputes, and
any interest that may be payable with
respect to the period, while the dispute
is being settled, will be resolved in ac-
cordance with the provisions in the
Contract Disputes Act of 1978, (41
U.S.C. 601 et seq.), except for interest
payments required under 31 TU.S.C.
3902(h)(2);

(2) When payments are made solely
for financing purposes or in advance,
except for interest payment required
under 31 U.S.C. 3902(h)(2);

(3) For a period when amounts are
withheld temporarily in accordance
with the contract;

(4) When an EFT payment is not
credited to the vendor’s account by the
payment due date because of the fail-
ure of the Federal Reserve or the ven-
dor’s bank to do so; or

(5) When the interest penalty is less
than $1.00.

[64 FR 52586, Sept. 29, 1999, as amended at 65
FR 78405, Dec. 15, 2000]

§1315.11 Additional penalties.

(a) Vendor entitlements. A vendor shall
be entitled to an additional penalty
payment when the vendor is owed a
late payment interest penalty by an
agency of $1.00 or more, if it:

(1) Receives a payment dated after
the payment due date which does not
include the interest penalty also due to
the vendor;

(2) Is not paid the interest penalty by
the agency within 10 days after the ac-
tual payment date; and

(3) Makes a written request that the
agency pay such an additional penalty.
Such request must be postmarked, re-
ceived by facsimile, or by electronic
mail, by the 40th day after payment
was made. If there is no postmark or if
it is illegible, the request will be valid
if it is received and annotated with the
date of receipt by the agency by the
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40th day. The written request must in-
clude the following:

(i) Specific assertion that late pay-
ment interest is due for a specific in-
voice, and request payment of all over-
due late payment interest penalty and
such additional penalty as may be re-
quired; and

(ii) A copy of the invoice on which
late payment interest was due but not
paid and a statement that the principal
has been received, and the date of re-
ceipt of the principle.

(b) Maximum penalty. The additional
penalty shall be equal to one hundred
(100) percent of the original late pay-
ment interest penalty but must not ex-
ceed $5,000.

(c) Minimum penalty. Regardless of
the amount of the late payment inter-
est penalty, the additional penalty paid
shall not be less than $25. No additional
penalty is owed, however, if the
amount of the interest penalty is less
than $1.00.

(d) Penalty basis. The penalty is based
on individual invoices. Where pay-
ments are consolidated for disbursing
purposes, the penalty determinations
shall be made separately for each in-
voice therein.

(e) Utility payments. The additional
penalty does not apply to the payment
of utility bills where late payment pen-
alties for these bills are determined
through the tariff rate-setting process.

§1315.12 Payments to governmentwide
commercial purchase card issuers.

Standards for payments to govern-
ment wide commercial purchase card
issuers follow:

(a) Payment date. All individual pur-
chase card invoices under $2,500 may be
paid at any time, but not later than 30
days after the receipt of a proper in-
voice. Matching documents is not re-
quired before payment. The payment
due date for invoices in the amount of
$2,500 or more shall be determined in
accordance with §1315.8. I TFM 4
4535.10¢ permits payment of the bill in
full prior to verification that goods or
services were received.

(b) Disputed line items. Disputed line
items do not render the entire invoice
an improper invoice for compliance

4See footnote 3 in §1315.7(a).
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with this proposed regulation. Any un-
disputed items must be paid in accord-
ance with paragraph (a) of this section.

§1315.13 Commodity Credit Corpora-
tion payments.

As provided in §1315.1(d), the provi-
sions of this part apply to payments re-
lating to the procurement of property
and services made by the Commodity
Credit Corporation (CCC) pursuant to
Section 4(h) of the Act of June 29, 1948
(15 U.S.C. 7T14b(h)) (‘‘CCC Charter Act’)
and payments to which producers on a
farm are entitled under the terms of an
agreement entered into pursuant to the
Agricultural Act of 1949 (7 U.S.C. 1421 et
seq.) (‘1949 Act’’.) Such payments shall
be subject to the following provisions:

(a) Payment standards. Payments to
producers on a farm under agreements
entered into under the 1949 Act and
payments to vendors providing prop-
erty and services under the CCC Char-
ter Act, shall be made as close as pos-
sible to the required payment date or
loan closing date.

(b) Interest penalties. An interest pen-
alty shall be paid to vendors or pro-
ducers if the payment has not been
made by the required payment or loan
closing date. The interest penalty shall
be paid:

(1) On the amount of payment or loan
due;

(2) For the period beginning on the
first day beginning after the required
payment or loan closing date and, ex-
cept as determined appropriate by the
CCC consistent with applicable law,
ending on the date the amount is paid
or loaned; and

(3) Out of funds available under Sec-
tion 8 of the CCC Charter Act (15 U.S.C.
714f).

(c) Contract Disputes Act of 1978. Inso-
far as covered CCC payments are con-
cerned, provisions relating to the Con-
tract Disputes Act of 1978 (41 U.S.C. 601
et seq.) in §1315.10(a)(5)(i) and §1315.6(a)
do not apply.

(d) Extended periods for payment. Not-
withstanding other provisions of this
part, the CCC may allow claims for
such periods of time as are consistent
with authorities applicable to its oper-
ations.
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§1315.14 Payments under construction
contracts.

(a) Payment standards. Agencies shall
follow these standards when making
progress payments under construction
contracts:

(1) An agency may approve a request
for progress payment if the application
meets the requirements specified in
paragraph (b) of this section;

(2) The certification by the prime
vendor as defined in paragraph (b)(2) of
this section is not to be construed as
final acceptance of the subcontractor’s
performance;

(3) The agency shall return any such
payment request which is defective to
the vendor within seven days after re-
ceipt, with a statement identifying the
defect(s);

(4) A vendor is obligated to pay inter-
est to the Government on unearned
amounts in its possession from:

(i) The eighth day after receipt of
funds from the agency until the date
the vendor notifies the agency that the
performance deficiency has been cor-
rected, or the date the vendor reduces
the amount of any subsequent payment
request by an amount equal to the un-
earned amount in its possession, when
the vendor discovers that all or a por-
tion of a payment received from the
agency constitutes a payment for the
vendor’s performance that fails to con-
form to the specifications, terms, and
conditions of its contract with the
agency, under 31 U.S.C. 3905(a); or

(ii) The eighth day after the receipt
of funds from the agency until the date
the performance deficiency of a sub-
contractor is corrected, or the date the
vendor reduces the amount of any sub-
sequent payment request by an amount
equal to the unearned amount in its
possession, when the vendor discovers
that all or a portion of a payment re-
ceived from the agency would con-
stitute a payment for the subcontrac-
tor’s performance that fails to conform
to the subcontract agreement and may
be withheld, under 31 U.S.C. 3905(e);

(5) Interest payment on unearned
amounts to the government under 31
U.S.C. 3905(a)(2) or 3905(e)(6), shall:

(i) Be computed on the basis of the
average bond equivalent rates of 91-day
Treasury bills auctioned at the most
recent auction of such bills prior to the
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date the vendor received the unearned
amount;

(ii) Be deducted from the next avail-
able payment to the vendor; and

(iii) Revert to the Treasury.

(b) Required documentation. (1) Sub-
stantiation of the amount(s) requested
shall include:

(i) An itemization of the amounts re-
quested related to the various elements
of work specified in the contract;

(ii) A listing of the amount included
for work performed by each subcon-
tractor under the contract;

(iii) A listing of the total amount for
each subcontract under the contract;

(iv) A listing of the amounts pre-
viously paid to each subcontractor
under the contract; and

(v) Additional supporting data and
detail in a form required by the con-
tracting officer.

(2) Certification by the prime vendor
is required, to the best of the vendor’s
knowledge and belief, that:

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

(i1) Payments to subcontractors and
suppliers have been made from pre-
vious payments received under the con-
tract, and timely payments will be
made from the proceeds of the payment
covered by the certification, in accord-
ance with their subcontract agree-
ments and the requirements of 31
U.S.C. chapter 39; and

(iii) The application does not include
any amounts which the prime vendor
intends to withhold or retain from a
subcontractor or supplier, in accord-
ance with the terms and conditions of
their subcontract.

(c) Interest penalties. (1) Agencies will
pay interest on:

(i) A progress payment request (in-
cluding a monthly percentage-of-com-
pletion progress payment or milestone
payments for completed phases, incre-
ments, or segments of any project) that
is approved as payable by the agency
pursuant to paragraph (b) of this sec-
tion, and remains unpaid for:

(A) A period of more than 14 days
after receipt of the payment request by
the designated agency office; or

(B) A longer period specified in the
solicitation and/or contract if required,
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to afford the Government a practicable
opportunity to adequately inspect the
work and to determine the adequacy of
the vendor’s performance under the
contract;

(ii) Any amounts that the agency has
retained pursuant to a prime contract
clause providing for retaining a per-
centage of progress payments other-
wise due to a vendor and that are ap-
proved for release to the vendor, if such
retained amounts are not paid to the
vendor by a date specified in the con-
tract, or, in the absence of such a spec-
ified date, by the 30th day after final
acceptance;

(iii) Final payments, based on com-
pletion and acceptance of all work (in-
cluding any retained amounts), and
payments for partial performances that
have been accepted by the agency, if
such payments are made after the later
of:

(A) The 30th day after the date on
which the designated agency office re-
ceives a proper invoice; or

(B) The 30th day after agency accept-
ance of the completed work or services.
Acceptance shall be deemed to have oc-
curred on the effective date of contract
settlement on a final invoice where the
payment amount is subject to contract
settlement actions.

(2) For the purpose of computing in-
terest penalties, acceptance shall be
deemed to have occurred on the sev-
enth day after work or services have
been completed in accordance with the
terms of the contract.

§1315.15 Grant recipients.

Recipients of Federal assistance may
pay interest penalties if so specified in
their contracts with contractors. How-
ever, obligations to pay such interest
penalties will not be obligations of the
United States. Federal funds may not
be used for this purpose, nor may inter-
est penalties be used to meet matching
requirements of federally assisted pro-
grams.

§1315.16 Relationship to other laws.

(a) Contract Disputes Act of 1978 (41
U.S.C. 605). (1) A claim for an interest
penalty (including the additional pen-
alty for non-payment of interest if the
vendor has complied with the require-
ments of §1315.9) not paid under this
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part may be filed under Section 6 of the
Contract Disputes Act.

(2) An interest penalty under this
part does not continue to accrue after
a claim for a penalty is filed under the
Contract Disputes Act or for more than
one year. Once a claim is filed under
the Contract Disputes Act interest pen-
alties under this part will never accrue
on the amounts of the claim, for any
period after the date the claim was
filed. This does not prevent an interest
penalty from accruing under Section 13
of the Contract Disputes Act after a
penalty stops accruing under this part.
Such penalty may accrue on an unpaid
contract payment and on the unpaid
penalty under this part.

(3) This part does not require an in-
terest penalty on a payment that is not
made because of a dispute between the
head of an agency and a vendor over
the amount of payment or compliance
with the contract. A claim related to
such a dispute and interest payable for
the period during which the dispute is
being resolved is subject to the Con-
tract Disputes Act.

(b) Small Business Act (15 U.S.C.
644(k)). This Act has been amended to
require that any agency with an Office
of Small and Disadvantaged Business
Utilization must assist small business
concerns to obtain payments, late pay-
ment interest penalties, additional
penalties, or information due to the
concerns.

§1315.17

(a) Rebate formula. (1) Agencies shall
determine credit card payment dates
based on an analysis of the total bene-
fits to the Federal government as a
whole. Specifically, agencies should
compare daily basis points offered by
the card issuer with the corresponding
daily basis points of the government’s
Current Value of Funds (CVF) rate. If
the basis points offered by the card
issuer are greater than the daily basis
points of the government’ funds, the
government will maximize savings by
paying on the earliest possible date. If
the basis points offered by the card
issuer are less than the daily basis
points of the government’’ funds, the
government will minimize costs by
paying on the Prompt Payment due

Formulas.
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