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Decision re: Wclecott-Taylor Co.; by Robert P. Reller, Deputy
Conptroller General.

Issue Area: Pedera) Procurement of Goods znd Services:
Reasonableness of Prices Onder N=gotiated Contracts and
Subcontracts (1904).

Contact: uffice of the General Counsel: Transportation Law.

Buiget Punction:; General Government: Other General Government
(806) .

Crganization Concerned: General fervices Administration.

Authority: 44 Comp. Gen. 774, 44 Ccop., Gen. 776, 12 Comp. Gon.
480. Arey Regalation 37-107.

The protester objected to the interpretation by several
Governmen+ agencies of tie¢ prompt payment discount provisions in
some Federal Supply Schedul: Controcts betveen the company and
the feneral Services Administ.ation, A prompt payment discount
in a contract priced cn an f.,o,.>. origin basis doee not apply to
prepaid transportation charges stated separately on tue seller's
invoice unless otherwise specifically provided in the contract.
(Author/SC)
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THE COMPTHOLLER GENERAL

DECISION OF THE UNITED STATES
WABMHMINGTON, D.C. 208aa
FILE: B-189233 DATE: June 30, 1977

MATTER QF: Walcott-Taylor Coxpany

DIGEST: Prompt paymant discount in contract priced
on f£f.0.b. origin bauis does not apply to
prepaid transportation charges stated separately
on seller's invoice unless otherwise specifically
provided in contrnct;

Walcott-Taylor Company (Walcott) protests the interpretation
by several Government agenciea of the prompt payment discount
provisions in some Federal Supply Schedule Contracts between the
company anc the General Services Administration (GSA). The agencies
are applying the discount to the separately stated prepaid trans-
portation charges shown on Walcott's invoices as well as to the
price of the supplies.

Walcott'furnishes offica.equipment and £1ling sipplies to the
Covernment under a variety of SSA Federal Supply Schedule Contracts.
A typical solicitation requires bidder to "% % * Enclome pricelists,
marked in accordance with Special Provisions, and indicate on
attached 'Discount Schedule and Marketing Data' sheets the discounts
and terms offered," iUur emphasis) Each "Discount Schedule and
Marketing Data" sheet for the items bid indicates that the price of
the iten is offered f,0.b. origin ard that the prompt payment
discount is "1/2% 20 days." it is cleer then that the "terms
offered" are an f.o.b. origin price from which the Government can
take a 1/2% discount if paid within 20 days. The "tarms offered”
do not specify that the discount would apply to prepaid transpor-
tation charges aeparatsly stated on tha offcrur's irvoices.

When offers are submitted on an f.o.b..origin basis, the
solicitation provides that "P:ices are requesated F,0.B. Shipping
points and shall covar free delivery to any point within the same
commercial zone ® * * us the F,0,B. Point(a) named in the contract."
Even though Walcott prepays the transportation charges beyond the
shipping poin” named in the contract (usually the origin of the
shipment), those prepaid charges simply are passed through to and
remain the responsibi’ity of the buyer and clearly are not part
of the contract price, the price to which the prompt payment
discount applies.
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We note that the contract requires Walcott to furnish copies
of catalogs and price lirts which are incorporated by reference
into the contract. 6ee 44 Comp. Gen. 774, 776 (1965). These
catalogs state the prompt payment discount in these terms: “Prompt
Poywent Terms: 1/22-20 Days isrchandise Only."

We also note that many Government orders for supplies or
services under these contracts contain a proviaiou reading
subatantially like this:

"Material will be delivered f.o.b. supplier's
plant * &« %, with shipment to be made to destination
specified herein at supplier's expense subject to
reimburgement.

""Tha transportation cost is to be shown on the
same invcice as supplies are billed but as separats
item,"

This language is inconsistent with any ictention that the pffﬂpt
payment discount applies on the separately stated prepaid trasspor-
tation charges.

In tsking the prompt payment discount on the prepaid
transportation charges stated separately on Walcott's invoices,
some agencies rely on our decision in 12 Comp. Gen. 480 (1932).
That decision involved the 'question whether a rax impossd on the
seller of gasoline and passed on to the Government and separately
stated on the seller's invoice under provisions of the conktract
vas subject to a prompt payment discount. We held smong other
things that undar the contract provisions the amount of the tax
was added to and became part of the purchase price and thu:z was
gsubject to the prompt paymeunt digcount.

The decision 18 inapposite here because under the contract
the transportation charges clearly are not part of the purchase
price.

Components of the Department of the Army rely on Army
Regulation 37-107 which stotes in pertinent part:

"(b) When a prompt payment discount is offered, the
discount will be applied to the gross amount of
the contract, including transportation charges
and applicable taxes, unless otherwise specifiad.
* & & " (Our empharis)
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Ccmponents of the Department of th. Navy rely on & similarly
worded Navy regulation:

“s. GCeneral. Discount will be computed on the total
amount of the dealer's bill approved for settle-
ment, 'ivcluding such items as taxes and freight,
whether included in the contract price or shown
as separate items on a dealer's bill unless

otherwige specifically stated in the contract or
order, ® # % 1 (Our emphasis.)

The quoted provinions of these ragulations Jdo not apply
because Walcott's supply contracts priced on an f.0.b. origin
basis restriet the prompt payment discount to tha contract price.

We will advige the Departmants of the Army and the Navy. to
clarify their regulations to make it clear that unlass otherwisa
specificelly stated in the contract, a prompt payment discount
offered in a contract priced ou an f.0u.b, origin basis will apply

only to the price of the mcrchandise,
/ 5’&(!“’

Deputy Comptroller Gen:rn
of the United Storas
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