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(ii) If the progress payment rate is 85 
percent, the minimum liquidation rate 
should be 77.3 percent, computed as fol-
lows:
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(4) Minimum liquidation rates will 
generally be expressed to tenths of a 
percent. Decimals between tenths will 
be rounded up to the next highest tenth 
(not necessarily the nearest tenth), 
since rounding down would produce a 
rate below the minimum rate cal-
culated. 

[48 FR 42328, Sept. 19, 1983, as amended 52 FR 
30077, Aug. 12, 1987; 65 FR 16281, Mar. 27, 2000]

32.503–11 Adjustments for price reduc-
tion. 

(a) If a retroactive downward price 
reduction occurs under a redeter-
minable contract that provides for 
progress payments, the contracting of-
ficer shall— 

(1) Determine the refund due and ob-
tain repayment from the contractor for 
the excess of payments made for deliv-
ered items over amounts due as recom-
puted at the reduced prices; and 

(2) Increase the unliquidated progress 
payments amount for overdeductions 
made from the contractor’s billings for 
items delivered. 

(b) The contracting officer shall also 
increase the unliquidated progress pay-
ments amount if the contractor makes 
an interim or voluntary price reduc-
tion under a redeterminable or incen-
tive contract.

32.503–12 Maximum unliquidated 
amount. 

(a) The contracting officer shall en-
sure that any excess of the unliqui-
dated progress payments over the con-
tractual limitation in paragraph (a) of 
the Progress Payments clause in the 
contract is promptly corrected through 
one or more of the following actions: 

(1) Increasing the liquidation rate. 
(2) Reducing the progress payment 

rate. 
(3) Suspending progress payments. 

(b) The excess described in paragraph 
(a) above is most likely to arise under 
the following circumstances: 

(1) The costs of performance exceed 
the contract price. 

(2) The alternate method of liquida-
tion (see 32.503–9) is used and the actual 
costs of performance exceed the cost 
estimates used to establish the liquida-
tion rate. 

(3) The rate of progress or the quality 
of contract performance is unsatisfac-
tory. 

(4) The rate of rejections, waste, or 
spoilage is excessive. 

(c) As required, the services of the re-
sponsible audit agency or office should 
be fully utilized, along with the serv-
ices of qualified cost analysis and engi-
neering personnel. 

[48 FR 42328, Sept. 19, 1983, as amended at 63 
FR 9061, Feb. 23, 1998]

32.503–13 [Reserved]

32.503–14 Protection of Government 
title. 

(a) Since the Progress Payments 
clause gives the Government title to 
all of the materials, work-in-process, 
finished goods, and other items of prop-
erty described in paragraph (d) of the 
Progress Payments clause, under the 
contract under which progress pay-
ments have been made, the ACO must 
ensure that the Government title to 
these inventories is not compromised 
by other encumbrances. Ordinarily, the 
ACO, in the absence of reason to be-
lieve otherwise, may rely upon the con-
tractor’s certification contained in the 
progress payment request. 

(b) If the ACO becomes aware of any 
arrangement or condition that would 
impair the Government’s title to the 
property affected by progress payment, 
the ACO shall require additional pro-
tective provisions (see 32.501–5) to es-
tablish and protect the Government’s 
title. 

(c) The existence of any such encum-
brance is a violation of the contrac-
tor’s obligations under the contract, 
and the ACO may, if necessary, suspend 
or reduce progress payments under the 
terms of the Progress Payments clause 
covering failure to comply with any 
material requirement of the contract. 
In addition, if the contractor fails to 
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