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32.703  Contract funding requirements.





32.703-1.  General.


	(a)	At the inception of a fixed-price incentive contract, it is expected that the target price will, most likely, be the eventual final price.  Normal business procedure is to commit funds only up to the largest price to avoid unnecessarily reserving funds needed elsewhere.  AFR 70-13, Accounting for Commitments, characterizes the amount between the target price and the ceiling price as a “contingent liability.”  However, the regulation directs that an amount over the target be committed (reserved) “only to the extent it is expected there will ultimately be an additional obligation.”
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