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32.501-2 Unusual progress payments.

(a) The contracting officer may pro-
vide unusual progress payments only
if—

1) The contract necessitates
predelivery expenditures that are large
in relation to contract price and in re-
lation to the contractor’s working cap-
ital and credit;

(2) The contractor fully documents
an actual need to supplement any pri-
vate financing available, including
guaranteed loans; and

(3) The contractor’s request is ap-
proved by the head of the contracting
activity or a designee. In addition, see
32.502-2.

(b) The excess of the unusual
progress payment rate approved over
the customary progress payment rate
should be the lowest amount possible
under the circumstances.

(c) Progress payments will not be
considered unusual merely because
they are on letter contracts or the de-
finitive contracts that supersede letter
contracts.

32.501-3 Contract price.

(a) For the purpose of making
progress payments and determining the
limitation on progress payments, the
contract price shall be as follows:

(1) Under firm-fixed-price contracts,
the contract price is the current con-
tract price plus any unpriced modifica-
tions for which funds have been obli-
gated.

(2) If the contract is redeterminable
or subject to economic price adjust-
ment, the contract price is the initial
price until modified.

(3) Under a fixed-price incentive con-
tract, the contract price is the target
price plus any unpriced modifications
for which funds have been obligated.
However, if the contractor’s properly
incurred costs exceed the target price,
the contracting officer may provision-
ally increase the price up to the ceiling
or maximum price.

(4) Under a letter contract, the con-
tract price is the maximum amount ob-
ligated by the contract as modified.

(6) Under an unpriced order issued
against a basic ordering agreement, the
contract price is the maximum amount
obligated by the order, as modified.

32.502-1

(6) Any portion of the contract spe-
cifically providing for reimbursement
of costs only shall be excluded from the
contract price.

(b) The contracting officer shall not
make progress payments or increase
the contract price beyond the funds ob-
ligated under the contract, as amend-
ed.

32.501-4 [Reserved]

32.501-5 Other protective terms.

If the contracting officer considers it
necessary for protection of the Govern-
ment’s interest, protective terms such
as the following may be used in addi-
tion to the Progress Payments clause
of the contract:

(a) Personal or corporate guarantees.

(b) Subordinations or standbys of in-
debtedness.

(c) Special bank accounts.

(d) Protective covenants of the kinds
in paragraph (p) of the clause at 52.232—
12, Advance Payments.

(e) A provision, included in the solici-
tation and resultant contract when
first article testing is required (see
subpart 9.3), limiting progress pay-
ments on first article work by a stated
amount or percentage.

[48 FR 42328, Sept. 19, 1983, as amended at 55
FR 52794, Dec. 21, 1990]

32.502

This section covers matters that gen-
erally are relevant only before contract
award. This does not preclude taking
actions discussed here after award, if
appropriate; e.g., postaward addition of
a Progress Payments clause for consid-
eration.

Preaward matters.

32.502-1 Use of customary progress
payments.

The contracting officer may use a
Progress Payments clause in solicita-
tions and contracts, in accordance with
this subpart. The contracting officer
must reject as nonresponsive bids con-
ditioned on progress payments when
the solicitation did not provide for
progress payments.

[656 FR 16280, Mar. 27, 2000]
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