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sales (FMS) requirements, are 80 per-
cent for large business concerns, 90 per-
cent for small business concerns, and 95 
percent for small disadvantaged busi-
ness concerns. 

[66 FR 49865, Oct. 1, 2001]

232.501–2 Unusual progress payments. 
(a) Unusual progress payment 

arrangmeents require the advance ap-
proval of the Director of Defense 
Procurment, Office of the Under Sec-
retary of Defense (Acquisition, Tech-
nology, and Logistics) 
(OUSD(AT&L)DP). Contracting officers 
must submit all unusual progress pay-
ment requests to the department or 
agency contract financing office for ap-
proval, coordination with the Contract 
Finance Committee (see 232.071), and 
submission to OUSD(AT&L)DP. 

[65 FR 39722, June 27, 2000]

232.501–3 Contract price. 
(b) The contracting officer may ap-

prove progress payments when the con-
tract price exceeds the funds obligated 
under the contract; provided, the con-
tract contains an appropriate Limita-
tion of Funds clause. However, the con-
tracting officer must limit such pay-
ments to the lesser of— 

(i) The applicable rate (i.e., the lower 
of the progress payment rate, the liq-
uidation rate, or the loss-ratio adjusted 
rate); or 

(ii) 100 percent of the funds obligated. 

[56 FR 36409, July 31, 1991, as amended at 65 
FR 39722, June 27, 2000]

232.502 Preaward matters.

232.502–1 Use of customary progress 
payments. 

(b)(1) If the contractor is a small dis-
advantaged business, progress pay-
ments may be provided when the con-
tract will involve $50,000 or more.

232.502 Contract clauses.

232.502–4–70 Additional clauses. 
(a) Use the clause at 252.232–7002, 

Progress Payments for Foreign Mili-
tary Sales Acquisitions, in solicita-
tions and contracts that— 

(i) Contain FMS requirements; and 
(ii) Provide for progress payments. 

(b) Use the clause at 252.232–7004, DoD 
Progress Payment Rates, instead of Al-
ternate I of the clause at FAR 52.232–16, 
if the contractor is a small business or 
small disadvantaged business concern. 

[56 FR 36409, July 31, 1991, as amended at 56 
FR 67217, Dec. 30, 1991; 64 FR 8731, Feb. 23, 
1999; 65 FR 39722, June 27, 2000; 66 FR 49865, 
Oct. 1, 2001]

232.503 Postaward matters.

232.503–6 Suspension or reduction of 
payments. 

(b) Contractor noncompliance. See also 
242.7503. 

(g) Loss contracts. Use the following 
loss ratio adjustment procedures for 
making adjustments required by FAR 
32.503–6(f) and (g)— 

(i) Except as provided in paragraph 
(g)(ii) of this subsection, the con-
tracting officer must prepare a supple-
mentary analysis of the contractor’s 
request for progress payments and cal-
culate the loss ratio adjustment using 
the procedures in FAR 32.503–6(g). 

(ii) The contracting officer may re-
quest the contractor to prepare the 
supplementary analysis as an attach-
ment to the progress payment request 
when the contracting officer deter-
mines that the contractor’s methods of 
estimating the ‘‘Costs to Complete’’ 
are reliable, accurate, and not suscep-
tible to improper influences. 

(iii) To maintain an audit trail and 
permit verification of calculations, do 
not make the loss ratio adjustments by 
altering or replacing data on the con-
tractor’s original request for progress 
payment (SF 1443, Contractor’s Re-
quest for Progress Payment, or com-
puter generated equivalent). 

[56 FR 36409, July 31, 1991, as amended at 60 
FR 29499, June 5, 1995; 65 FR 39722, June 27, 
2000]

232.503–15 Application of Government 
title terms. 

(d) An administrative contracting of-
ficer (ACO) determination that the 
contractor’s material management and 
accounting system conforms to the 
standard at 252.242–7004(f)(7) con-
stitutes the contracting officer ap-
proval requirement of FAR 32.503–15(d). 
Prior to granting blanket approval of 
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