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HANDBOOK FOR 

AWARD FEE CONTRACTS

FOREWORD
    
The purpose of this handbook is to provide information and guidance for developing and administering award-fee contracts.  It is intended to be a “living” document, updated to reflect current best practices and policy concerning award fee contracts, and to be responsive to the needs of the Army Contracting Agency (ACA) acquisition community.  


This handbook should not be referenced as an authoritative source in lieu of appropriate regulations.  It is not intended to increase, restrict, or deviate from any provision of the Federal Acquisition Regulation (FAR), Defense FAR Supplement (DFARS), Army FAR Supplement (AFARS), or Army Contracting Agency Acquisition Instruction (AI).


This handbook is an update of the FORSCOM Award Fee Handbook and includes a new Appendix E on "Best Practices" recommendations to encourage contractor excellence.


Please submit any comments, or questions relative to the contents of this handbook to your supporting ACA regional headquarters - Principal Assistant Responsible for Contracting (PARC).  Listing of the PARCs may be found at http://aca.saalt.army.mil/.
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INTRODUCTION

Government acquisition professionals have a variety of contract types at their disposal, and a great deal of flexibility to be creative and innovative in selecting the best contracting method for meeting the customer’s requirements. 
A primary objective for selecting a contract type is to reasonably allocate performance and cost risk between the contractor and Government, while motivating the contractor to perform efficiently and economically.  The contract type should require the contractor to perform at a level commensurate with the technical, delivery and cost uncertainties of the contract.  Selecting the proper contract type requires an objective assessment of the conditions involved in the acquisition, and should not be based on preconceived ideas or customs that may not relate to the particular acquisition.  

Contract types range from firm-fixed-price, which places maximum risk on the contractor and minimum risk and administrative burden on the Government, to cost-plus-fixed-fee, which places minimum risk on the contractor and maximum risk and administrative burden on the Government.  In between those extremes are the cost-plus-award-fee contracts that "share" risk.  The risk is shared by using a base fee that is fixed and payable for acceptable contract performance and an "incentive" or "award" fee which is payable for higher than satisfactory levels of performance.  Contracts with award fees are widely used in the government.  The cost-plus-award-fee (CPAF) contract has been used successfully for complex services to include contracting an entire base operation service.  A fixed-price-award-fee (FPAF) contract type is also available and, although used less frequently, provides another alternative for crafting the best contractual arrangement for achieving the government’s objectives.

This handbook presents the Army Contracting Agency (ACA) practices and procedures for utilizing Award Fee (AF) contracts in general, and addresses many of the differences in the use of CPAF and FPAF contracts.  In addition to this guide, the following links will provide the 2002 Air Force Award Fee guide and the 2001 Army "Best Practices for using Award Fees."
http://www.afmc.wpafb.af.mil/HQ-AFMC/PK/pkp/polvault/guides/aftguide.doc



http://www.tradoc-acq.army.mil/library/AA%2001-169.pdf
SECTION 1

AWARD FEE (AF) CONTRACT OVERVIEW

1.0. General.  The AF contract is an incentive contract.  It is designed to obtain specific acquisition objectives by relating the amount of award fee payable under the contract to the contractor’s performance.  An AF contract gives the Government the flexibility to judgmentally evaluate the contractor’s performance at intervals throughout the life of the contract and, if necessary, make adjustments to reflect changes in Government emphasis or concern.  By entering an award-fee arrangement, the Contracting Officer initiates a process that acknowledges and rewards good performance, motivates a contractor to improve specific aspects of performance, and records the Government’s assessment of the contractor’s progress.  

1.1. Award Fee Contract Structure.  There are two basic types of AF contracts:  cost-plus-award-fee (FAR 16.405-2) and fixed-price-award-fee (FAR 16.404). 

1.1.1. Cost Plus Award Fee (CPAF) contract.  The CPAF contract is a cost-reimbursement type contract with an estimated contract amount and special fee provisions.  The fee established in a CPAF contract consists of two parts:

a. A fixed amount (called the base fee) which does not vary with performance and may be set at zero.  The base fee is a fixed amount paid to the contractor for acceptable performance and is designed to compensate the contractor for factors such as risk assumption, investment, and the nature of the work.  The amount of base fee may not exceed three (3) percent of the estimated contract cost, exclusive of fee (DFARS 216.405-2(c)(2)(B)).

b. An award amount (called the award fee pool) awarded for excellence in performance, as measured by the criteria defined and established in the contract.  The award fee pool represents an additional amount available to the contractor to earn for performance that demonstrates quality efforts toward accomplishing the tasks and functions cited in the contract.

1.1.2. Fixed-price plus award fee (FPAF) contract.  The FPAF contract consists of fixed costs (including normal profit) established at contract award, and an additional, separate award fee amount.  The award fee pool may be applied to one, several or all of the functional performance areas or contract line items.  The fixed price is paid for satisfactory performance; the award fee, if any, is earned for performance beyond that required.  A base fee is not used in a FPAF contract, as the contractor's fee (profit) is included in the fixed price portion of the contract price.   

1.1.3. The AF contract also includes a provision specifying that the AF Determining Official (AFDO), in accordance with an approved evaluation plan, will make award fee determination unilaterally.  In the past, award fee determinations were considered exempt from the Disputes clause (FAR 52.233-1).  However, effective 25 Feb 00, FAR guidance has been changed to eliminate language exempting the award fee decision from the Disputes clause (see FAR 16.405-2).  As the result, while the AFDO determination is discretionary, should the contractor file an appeal with a Contract Appeals Board challenging the award fee determination, the Board, pursuant to the Contract Disputes Act (CDA), will only determine whether there was an abuse of discretion, i.e., whether the AFDO discretionary decision was arbitrary or capricious.

1.1.4. The award fee earned by the contractor is determined by the Government based on the contractor's performance.  Criteria for contract performance are included in the contract, and the contractor is then judged on how well it performs in relation to those criteria.  The contractor can earn any amount of award fee, from all of the award fee pool to none of it.  A contractor generally will not be paid any fee, either base or award fees, for less than satisfactory overall performance. 

1.2. USE OF AF CONTRACTS.  Since award fee contracts require additional administrative effort, they should only be used when the contract amount, performance period, and expected results warrant that additional management effort.  Careful selection of the most appropriate contract type and careful tailoring should prevent a situation in which the award fee administrative burden is out of proportion to the improvements expected in the quality of the contractor's performance and in overall project management. 

1.2.1. The CPAF contract is suitable for use when the following conditions are present:

a. The work to be performed is such that specific quantitative or objective measurement may not be feasible, or performance requirements are too uncertain to permit costs to be estimated with sufficient accuracy to use any type of fixed-price contract; 

b. The additional administrative effort and cost required to monitor and evaluate performance are justified by the expected benefits;

c. The work is such that encouragement of contractor innovation is likely to result in a tangible payback to the Government;

d. Other types of incentive contracts are not suitable to the function.

1.2.1.1. Prerequisites for use of a CPAF contract are a contractor accounting system adequate for determining costs applicable to the contract; and appropriate Government resources for surveillance that will provide reasonable assurance that efficient methods and effective cost controls are used during contract performance.  

1.2.1.2. Use of the CPAF contract for acquisition of commercial items is prohibited.  (FAR 12.207)

1.2.2. The FPAF contract is suitable when the Government, although wanting to motivate the contractor to perform at an excellent or outstanding technical level, is unable to define that level in quantitative terms; or when metrics are not available or practical.  Prerequisites for use of a FPAF contract (FAR 16.404(b)): 

a.
The contracting officer’s determination that the costs of conducting award-fee evaluations are not expected to exceed the anticipated benefits; 

b.
Procedures have been established for conducting the award-fee evaluation;

c.
The award-fee board has been established; and 

d.
An individual above the level of the contracting officer must approve use of a FPAF contract.  

1.3. When selecting an AF contract and developing the award-fee strategy, several interrelated factors should be considered.  These factors include:  the dollar value; complexity and criticality of the acquisition; the availability of Government resources to monitor and evaluate performance; and the benefits expected to result from such Government oversight.  Some activities require the contractors propose the award fee structure and then the Government evaluates that structure as an element of source selection.  The evaluation would consider the degree of incentive that the proposed structure will provide as a source selection evaluation factor.  It must be recognized that the AF contract is basically a mechanism for conveying and dealing with the performance requirements under contract.  Once the decision has been made to use an award-fee contract, the evaluation plan and organizational structure must be tailored to meet the needs of that particular acquisition.  

1.4. Cost Benefit Analysis.  

1.4.1. Before selecting an award fee contract, the contracting officer should perform a cost benefit analysis of the expected benefits versus the added administrative costs.  The value added to the program by using an award fee type contract must be greater than the costs to administer it.  A typical way of calculating administrative costs is to use grade levels and hours required to monitor, evaluate, brief and implement the award fee process.  Major cost drivers are the number of award fee evaluation periods, performance monitors, and Award Fee Evaluation Board (AFEB) members. 

1.4.2. For example, assume four three-month evaluation periods; five performance monitors who spend an average of eight hours per week on their duties; six AFEB members who meet once for three hours during the period and spend one additional hour briefing the Award Fee Determining Official (AFDO); a Recorder who spends an average of eight hours per week on award fee duties; and a contracting officer who spends five hours per period.  The administrative cost for one evaluation period, assuming a fully burdened labor hour rate of $60, would be as follows: 

	PRIVATE
5 monitors x 8 hrs x 13 wks x $60 
	=
	$      31,200

	6 AFEB members x 4 hrs x $60
	=
	$        1,440

	1 Recorder x 8 hrs x 13 wks x $60
	=
	$        6,240

	1 CO x 5 hrs x $60
	=
	$           300

	Government Administrative Cost (quarterly)
	

	$      39,180

	
	
	


a. The $39,180 must then be multiplied by the number of evaluation periods to calculate the total administrative cost for the award fee contract, i.e., $39.180 x 4 = $156,720.  This amount is for a 12 month period only; the cost for additional contract periods should also be considered.  This is a conservative estimate and does not represent all associated administrative costs that may arise (e.g., the AFDO’s time).  

b. To complete the cost benefit analysis, the contracting officer compares the quantitative administrative burden to routine contract administration and monitoring costs experienced on a non-cost type contract arrangement and the other identifiable, but intangible benefits the Government receives through the award fee arrangement.  

c. The benefits might be measured in terms of the result(s) expected from the areas or motivated performance, e.g., dollars saved by tighter cost control or enhanced technical capability. 

       SECTION 2

FEES

2.1. Fee Amount.  The amount of fee (award fee and base fee) available to be earned under an AF contract is established at the time of contract award.  The fee amount should reflect the character and difficulty of the contract effort, and should be sufficient to compensate the contractor for outstanding performance.  While fees should not be excessive for the effort contracted for, they must be large enough to adequately motivate performance. 

2.1.2. The contractor's actual contract cost has no bearing on the available fee.  Until recently, acquisition regulations limited the percentages allowed for award fees.  The upper limit was ten percent, with a base fee limit of three percent and an award fee limit up to the balance of ten percent.  There is no longer a limit on award fee amounts.  Instead, the objective concerning the award fee amount is that it should be sufficient to motivate the contractor for excellence in designated performance areas.  However, the amount of base and award fees is a point for negotiation. 

2.1.3. The base fee and award fee should be stated in fixed dollar amounts (not percentages) in the bid schedule of the contract.  The base fee and award fee may be subject to an equitable adjustment if change orders or other contract modifications are issued that significantly impact the contract performance effort.  Each change to the contract should stand on its own as to the appropriate amounts for the base fee and the award fee pools.

2.2. Control of the Fee.  Once the fee pool is established, the amount of the award fee portion earned by the contractor for performance is a subjective unilateral determination by the government.  In the event of a contractor challenge to the award fee determination, the Contract Appeals Boards, pursuant to the Contract Disputes Act (CDA), will only look to see if the AFDO discretionary award fee decision was an abuse of discretion, i.e. arbitrary or capricious.

2.2.1. The base fee is subject to deductions which reflect the reduced value of less than satisfactory services performed in accordance with the provisions specified in the "Inspection of Services - Cost- Reimbursement" clause.  This deduction has to be quantified and is disputable by the contractor.  Deductions from the base fee are separate from, and not a part of, the AF determining process.

2.2.2. Payment of the base fee is usually made promptly on a monthly basis (but not more often than every two weeks) upon receipt of the contractor's invoice. 

2.3. Allocation of Award Fee.  The available AF allocated for each evaluation period is the maximum amount that can be earned during that particular evaluation period.  The distribution of the award fee pool depends in large part on the acquisition strategy, and individual circumstances of each procurement.  The same holds true for additional award fee amounts based on modifications to the contract.  

2.3.1. The award fee must be allocated to each evaluation period.  The amount allocated per period should relate to the significance and risk of the work to be performed in each period.  Regardless of the award fee allocation plan, the final evaluation period should contain a significant amount of the award fee pool as a performance "carrot."  The sample CPAF Award Fee Pool graph below (Figure 1) provides an allocation table, graphically depicting the periodic fee allocation, and the cumulative allocation over the life of the incentive.  The allocation of award fee pool may change over the life of the contract dependent upon work requirements and may increase, spike, or decrease over the life of the contract.


                                              Figure 1

2.3.2. The AF total may be allocated equally among the evaluation periods if the risks and type of work are similar throughout the various evaluation periods (see Figure 2 on following page). 

2.3.3. If there is greater risk of performance or critical milestones to be met during specific evaluation periods, a larger portion may be distributed to those periods.  This approach permits the Government to place greater influence on those evaluation periods (see Figure 2 on following page).  For example, if a contract has a short initial evaluation period for the contractor to become familiar with the work, the initial period of performance may have a smaller allocation while the remaining pool is divided equally among the remaining evaluation periods.

2.3.4. The actual amount of fee awarded cannot exceed the amount available in each of these pools.  Once the award fee is determined and paid, unearned fee is generally "lost" to the contractor.  Consideration must be given to the problem of recouping unallocated fee, especially if the contract is a requirements-type contract.  Contractor recoupment of part or the entire unearned fee for a particular period(s) is possible only with a specific contractual provision.  Without such a provision, the general incentive for excellence may be reduced since the maximum fee cannot be earned regardless of the contractor's performance during the remainder of the contract.  However, with the use of a provision that allows recoupment of part or the entire previously lost fee, the initial incentive may be reduced since any fee lost "up-front" may be recoverable later.  A decision must then be made as to which procedure provides the best incentive for excellent performance in the instant case.

2.3.5. The basis for all award fee determinations shall be documented in the contract file.

2.3.6. Payment of the award fee earned should be made promptly after the fee determination has been made.  Prompt payment helps ensure that the award fee functions as it was designed, as an incentive to motivate the contractor toward continuously excellent performance.

Sample Tables for Allocation of Award Fee

Figure 2 - Equal Allocation of Award Fee.  A total available award fee of $300,000 may be allocated equally among the evaluation periods as shown below if the risks and type of work are similar throughout the various evaluation periods, e.g., Refuse and Waste Disposal contract.  

	EVALUATION 

PERIODS
	1
	2
	3
	4
	Total

	Allocation (%)
	25%
	25%
	25%
	25%
	100%

	Allocation ($)
	$75,000
	$75,000
	$75,000
	$75,000
	$300,000

	
	
	
	
	
	


Figure 2
Figure 2 - Unequal Allocation.  Unequal allocations of the available award fee ($300,000) can be used to motivate the contractor’s performance to correspond to different degrees of emphasis or risk.  If the contract has a short initial evaluation period so the contractor becomes familiar with the work (e.g., janitorial services), the initial evaluation period may have a smaller allocation while the remaining available award fee is divided equally among the remaining evaluation periods.  Conversely, if the contract effort requires the contractor to become familiar with the work quickly, the initial evaluation period may have a larger allocation.  If there is greater risk or a critical milestone(s) during specific evaluation periods, a larger portion of the award-fee pool may be distributed to certain periods.  Unequal allocations permit the Government to place greater emphasis on certain award-fee evaluation periods, e.g., services where seasonal or schedule fluctuations are clearly and consistently indicated.  The following illustrates an unequal allocation that reflects different degrees of emphasis.

	EVALUATION 

PERIODS
	1
	2
	3
	4
	Total

	Allocation (%)
	10%
	25%
	40%
	25%
	100%

	Allocation ($)
	$30,000
	$75,000
	$120,000
	$75,000
	$300,000


Figure 3
2.4. Bona Fide Need (U.S.C. 1502(a)).  The base fee will be budgeted as part of the total contract budget and should be obligated under the basic contract.  However, the award-fee is a bona fide need of the year in which the "decision to pay" was made.  Therefore funds for the award fee are not obligated on the contract until a determination has been made by the AFDO that an amount is payable.  This may result in payment for performance and base fee from one fiscal year and payment of part or the entire award fee with the following fiscal year's funds. 

SECTION 3

ESTABLISHING AND WEIGHTING FUNCTIONAL AREAS

3.0. GENERAL.  Categories of performance to be motivated through AF contracting should not be important to the success or failure of the program so neither the Government or the contractor uses inordinate resources on minor tasks to the detriment of major tasks.  It is neither necessary nor desirable to include all functions required by the statement of work as part of the performance evaluation plan.  However, those functions selected should be balanced so that contractors, when making trade-offs between evaluation factors, assign the proper importance to all of the critical functions identified.  For example, the plan should emphasize technical performance and cost considerations, because an evaluation plan limited to technical performance might result in increased costs out of proportion to any benefits gained.  Program history and past performance can be helpful in identifying key problem or improvement areas to focus on during award-fee evaluations.

3.1. In large multi-function contracts, it may become necessary to apply performance elements and evaluation factors to individual functions in order to develop a meaningful overall score that describes the level of contractor performance.  In the following example, a typical Directorate of Logistics (DOL) contract is used to demonstrate how individual technical functions can be broken out and elements and factors applied to each function.

3.1.1. First, the overall functional areas are identified:

Supply

Transportation

Maintenance

Services

3.1.2. These functional areas are then broken into discrete functional elements:

Materiel Management

Supply

Shipping and Receiving

Storage and Issue

 Transportation

 Electronics Maintenance

 Vehicle and General Support Maintenance

 Food Service

 Laundry

3.1.3. The discrete functional elements are then broken out into performance elements and finally to factors that define what will be evaluated:


Performance of Work

· Quality

· Timeliness

· Technical data requirements


Technical management 

· Staffing and personnel

· Efficiency

· Production control system

· Problem resolution and communication

· Budget programming 

· Cost control

3.2.   Weighting of the Functional Areas.  The following provides two possible methods for weighting.  Keep in mind that some areas overarch the entire operation (such as quality control and business management) and therefore are not applied against individual functions.

3.2.1.  One way to weight the functions is to establish each one's worth in terms of their individual estimated cost against the total collective estimated cost.  For example:

a. The total estimated cost for all the functions is $l0,000,000.

b.  Materiel Management estimated cost is $250,000 or 2.5% of the total.

c. Maintenance Supply estimated cost is $250,000 or 2.5% of the total.

d. Shipping and Receiving estimated cost is $l50,000 or 1.5% of the total.

e. Storage and Issue estimated cost is $l50,000 or 1.5% of the total.

f. Transportation estimated cost is $l,500,000 or 15% of the total.

g.  Electronics Maintenance estimated cost is $l,500,000 or 15% of the total.

h. Vehicle and General Support Maintenance estimated cost is $3,000,000 or 30% of the total.

i. Food Service estimated cost is $2,900,000 or 29% of the total.

j. Laundry estimated cost is $300,000 or 3% of the total.

3.2.2. Another method of weighting each function is to subjectively determine its value to total performance (as opposed to a direct correlation to cost). In this process, a high weight may be assigned to a key function even though its relative cost is very low.  For example, if the prime mission of the installation was very dependent on excellent performance in the area of electronics maintenance, it might be considered to be worth 30% rather than 15% of the total.

3.2.3. As contract work progresses from one evaluation period into the next; the relative importance of specific performance criteria may change.  The award-fee plan may indicate the relative priorities assigned to the various categories of performance through percentage weightings.  If weights are used to communicate relative priorities, the total assigned weights must equal 100 percent.

3.2.4. The methods of weighting the functions discussed in this section are only examples.  The installation may use any of the examples provided, a combination of these examples, or any weighting process that suits the activities particular needs.

SECTION 4

ESTABLISHING EVALUATION CRITERIA

4.0. General.  An award fee plan (AFP) (see Section 7) must be written for each AF contract.  The award-fee plan must define the evaluation criteria used to grade each category of performance.  The criteria should emphasize the most important aspects of the program that will motivate the contractor in a positive way to perform in an exceptional manner.  The criteria should be specific to the needs and goals of the requiring activity.  If award-fee criteria are either too broad, or inapplicable to a given function, it may be difficult for the performance evaluator to provide meaningful comments and evaluations.

4.1. Evaluation Criteria

4.1.1. Begin with an analysis of the Performance Work Statement (PWS) and attending standards and specifications to determine those aspects of total performance the government considers critical or important.

4.1.2. Performance may be considered in terms of general categories, such as performance of work, technical management, business management and quality control.  Each broad category can be examined and divided or separated into more discrete factors.

4.1.3. Fragmentation of the award fee pool over meaningless or confused performance elements will dilute contractor motivation. Complicated performance elements along with extremely specific evaluation factors may lead to unwanted results that:

a. Overload performance evaluation activities,

b. Result in an excessive concentration on paperwork; or

c. Place emphasis on something other than what is really important.

4.1.4. Before selecting performance elements for the AFP, each of the following questions should be answered in the affirmative:

a. Is the element meaningful and important to overall performance objectives?

b. Is the element sending the contractor the right message about contract performance?

c. Is it described discretely so that there will be no unnecessary duplication in the evaluation process?

d.  Will the contractor have effective management control over performance and its results?

e. Are there appropriate standards (quantified or subjective) for measuring performance?

4.2. Performance Evaluation Factors

4.2.1. The evaluation factors used in award fee contracting should not be standardized.  Rigid standardization tends to generate evaluation plans that are either too broad or include factors inapplicable to a given function.  In either case, evaluators are likely to experience difficulties in providing meaningful comments and ratings.  As contract work progresses from one evaluation period into the next, the relative importance of specific performance factors may change.  The award fee approach permits unilateral modification of the detailed evaluation plan to reflect these changes in Government management emphasis. 

4.2.2. Common factors in all contracts would include:

4.2.2.1. Cost control should always be evaluated in CPAF contracts.  Cost control may be a sub factor in one or more of the evaluation factors or be established as an independent evaluation factor.  

4.2.2.2. In general, controlling quality and scheduled delivery will be important in any AF contract.  However, the relative importance and measure of performance in each area may vary according to the needs of each acquisition. 

4.2.3. Depending upon the procurement situation, performance evaluation factors may include outputs, inputs or a combination of both. 

4.2.3.1. Output factors refer to the end results of contract performance, such as the quality of the services rendered and the actual time of their delivery or completion.  

4.2.3.2. Input factors refer to intermediate processes, procedures, and/or actions that are key elements influencing successful contract performance.  These may include quality assurance and maintenance procedures, subcontracting plans, purchasing department management, inventory, work assignment and budgetary controls. 

4.2.4. While it is sometimes valuable to consider input factors when evaluating contractor performance, it is the output factors that represent actual performance.  (This aligns with the Government goal of awarding most service contracts as a Performance Based Services Acquisition (PBSA).  This type of contract provides for identifying the end result without directing methods or procedures.)   Most input factors would be of little or no value in the evaluation process.  For example, accomplishments that reduce performance costs and provide superior services ahead of schedule would be the desired result rather than the methods or procedures used to achieve the results. Another example is the achievement of small and small disadvantaged subcontracting goals (output), versus evaluating the contractor's effort expended to achieve the goals (input).

4.2.5. Some examples of performance elements, evaluation factors and their corresponding descriptive criteria follow.  These are only examples and actual elements and factors must be tailored to the specific contract, and may be changed during the life of the contract to focus the contractor’s attention on areas where the government desires improvement.  

4.2.5.1 Performance of Work

a. Quality.  Assess contractor's compliance with contract specifications and technical and regulatory procedures to determine if the quality established in the contract and regulatory guidelines is being achieved.

b. Schedule.  Monitor compliance with scheduled requirements and response to unscheduled tasks.  Evaluate the contractor's ability to perform effectively under the schedules and time frames established for the services.

c. Information Management/ Technical Data Requirements. Assess the completeness, accuracy, relevance, security and timeliness of records, logs and reports required by the technical specifications of the contract.

4.2.5.2 Technical Management

a. Organization and Personnel Management.  Evaluate the effectiveness of the contractor’s assignment and utilization of personnel, e.g., control of nonproductive time, use of personnel skills for required tasks, adequacy of supervision, work scheduling, labor relations, technology utilization, and appropriate use of materials and supplies.  Assess contractor’s planning, organizing and managing all performance elements and activities to achieve and sustain a high level of productivity. 

b. Problem Resolution and Communication.  Assess the effectiveness of the contractor's decisions and recommendations for correcting deficiencies.  Assess contractor’s ability to adjust to changed conditions and requirements, and to work effectively with other contractors and government personnel to ensure integrated operation efficiency.  Assess the authority, responsibility and initiative displayed in anticipating and resolving potential or actual problems.  Assess the degree to which the contractor relies on the Government for guidance or decisions in areas that are properly the contractor's responsibility.  If the government and contractor have entered a partnering agreement under the contract, assess the level of contractor commitment, participation and follow-through with respect to common agendas for improved performance. 

4.2.5.3 Quality Control
a. Quality Control System Implementation.  Assess the contractor’s overall quality control (QC) effort.  Evaluate any changes or modifications to the established QC procedures in terms of overall effect on contract performance, both positive and negative.  Evaluate the contractor’s receipt and response to customer complaints for ensuring that recurring complaints are eliminated.  Evaluate the contractor’s response to both internal and Governmental corrective actions.  Analyze the effectiveness and timeliness of immediate corrective actions as well as long-term preventive management actions.

b. QC Documentation, Records, and Reports.  Evaluate the overall effectiveness of the contractor's documentation, records, and reports related to quality inspections and control. Determine if the documentation, records and reporting system are kept up-to-date as required.

4.2.5.4 Business Management
a. Cost Control.  Assess the contractor's ability to control, adjust and accurately project contract costs through control of direct, indirect, and overtime labor costs; economies in use of personnel, energy, materials, computer systems, etc. Assess cost reductions through use of cost savings programs, cost avoidance programs, alternate process methods, etc. 

b. Compliance with Contract Provisions.  Assess the contractor’s implementation of the government-accepted subcontracting plan, including the degree to which specific goals were achieved.  Assess contractor’s provision of a safe work environment; maintenance of accident/incident files; and timely reporting of mishaps.  Evaluate the effectiveness of the contractor’s equal opportunity, small business, and labor surplus area programs. 

c. Government Property.  Assess the contractor's implementation of government-approved property control plan, including identification, control, inventory, care, maintenance, and utilization of Government property.

4.3. Weighting of Evaluation Factors.   After selection of the performance elements for the AFP, a decision can be made as to their relative importance and an appropriate weight assigned to each.  Weights can also be assigned to the evaluation factors.  Using the elements and factors described above, a typical weighting scheme would be as follows:

4.3.1. Performance of Work (40% of the total)

·   Quality




  50%

·   Schedule




  30%

·   Info/Data Requirements
 

  20%

SUBTOTAL 100% of the above 40%

4.3.2. Technical Management (15% of the total)

· Organization/Personnel


    50%

· Problem Resolution/Communication 
    50%

SUBTOTAL   100% of the above 15%

4.3.3. Business Management (20% of the total)

· Cost Control      

 

   60%

·  Contract Compliance


   20%

·    Government Property


   20%

SUBTOTAL 100% of the above 25% 

4.3.4. Quality Control (25% of the total)

· QC System Implementation  

  70%

· Documentation



  30%

SUBTOTAL 100% of the above 25%

           TOTAL 100%

4.4. A balance must be achieved in which no incentive is either so insignificant that it offers little reward for the contractor or so large that it overshadows all other areas and neutralizes their motivational effect.  The number of factors being motivated also plays a part.  If too many factors are identified as motivators, then the chances increases of any one item being too small (and thus overlooked), or the incentives being (or perceived as being) confusing and/or inconsistent with stated objectives. 
SECTION 5

RATING AND SCORING OF CONTRACTOR PERFORMANCE

5.0. General.  Rating and scoring methods translate evaluation findings into recommended earned-award-fee amounts.  The contractor begins the evaluation period with 0% of the available award fee and works up to the earned award fee based on performance during that evaluation period.  Rating and scoring methods are evaluation tools and are not a substitute for exercising judgment in the award-fee determination process.  The award fee determination process must not be reduced to merely a mathematical formula or methodology. 

5.1. Considerations for Developing Scores.  Some general considerations in the development of contractor rating/scores are discussed below.

5.1.1. When Government actions impact contractor’s performance either positively or negatively, consider those actions in the scoring and grading process.  Such Government actions include changes in funding allocation or increased emphasis on certain technical requirements that require the contractor to make unexpected and extensive trade-offs with other technical requirements.  

5.1.2. Keep the process as clear and simple as possible.  

5.1.3. Avoid forcing specially tailored evaluation criteria to fit into a grading table or scoring formula.  Some requirements will not fit squarely into a set scoring formula.  The Government has a great deal of latitude in developing the scoring formula keeping in mind the goal to promote superior performance and the concept of the economic Law of Diminishing Returns (see Section 6).

5.1.4. The maximum fee should be attainable by the contractor.  To be a credible and effective motivator, an award fee contract should provide the contractor with a reasonable opportunity to earn the maximum award fee available.  “Reasonable opportunity” for maximum fee generally does not mean absolute perfection in all possible performance areas (although to obtain maximum fee, the contractor's performance should be outstanding in virtually all areas).  On the other hand, guaranteeing a contractor the maximum fee on every contract, regardless of the difficulty or complexity, does not adequately address the issues of risk and effort. 

5.1.5. Documentation regarding the contractor's performance should be available for the AFDO's review before a decision of the earned-award-fee amount is made.  Documentation of assigned grade points, if grade points are used, is required to support award-fee recommendations.  

5.2. Rating and scoring of performance.

5.2.1. To determine the AF payment, the Army uses adjectival and numerical ratings based on evaluation criteria stated in the contract.  

Examples of evaluation criteria with corresponding adjectival and numerical ratings are as follows:

ADJECTIVE

NUMERICAL

RATING

RATING


EVALUATION CRITERIA
Excellent                    91-100 
Performance is exceptional in all significant aspects.  Contractor initiative is evident by quality, timeliness and efficiency of work performed.  There are very few (if any) deficiencies with no adverse effect on overall performance.  Areas in need of improvement are few and are minor.

Very Good                  81-90
Performance is very effective, efficient and fully responsive to contract requirements.  There are a few deficiencies, but these are minor deficiencies that have little or no adverse effect on overall performance.

Above Average          71-80 
Performance is effective and fully responsive to contract requirements.  There are some reportable deficiencies but these have little or no adverse effect on overall performance.

Satisfactory                 61-70
Performance is equivalent to that expected of an average contractor.  There may be significant areas where performance is below average, offset by areas of above average performance. Deficiencies exist but are managed or addressed with acceptable diligence and/or results.  No award fee is awarded at this level.

Poor/Unsatisfactory  Below 61
Performance does not meet acceptable standards in one or more areas.  No award fee is earned at this level.  Remedial action is required in one or more areas; deficiencies exist in one or more areas, which adversely affect overall performance.   Areas of substandard performance may be candidates for future incentives. 

5.2.2.   Zero Score for Poor Performance.  No award fee will be paid when the total evaluation score is less than “Above Average” (i.e. less than 70%).  In addition, any factor that receives a score of less than 61 for “poor/unsatisfactory” performance will not be rewarded (i.e., the amount of base fee allocated for this factor will not be awarded).  If the final score for the contractor's performance totals less than satisfactory, generally no base fee will be payable.  However, the base fee is not paid on the basis of the evaluated award fee, but against other contract provisions such as the "Inspection of Services" clause of the contract.  That review would have to agree with the less than satisfactory evaluation of the Award Fee areas to make the base fee non-payable.
5.2.3. Note that the rating description for the highest rating of “excellent” anticipates that this performance level is clearly achievable and does not represent “perfect” performance. 

5.3. Rating and Scoring Cost Control (CPAF Contracts Only).  Cost control will be a substantial factor in the award fee plan.  The contractor's success in controlling costs must be measured against contract estimated costs, and not against budgetary or operating plan costs.  The following guidelines will help ensure that cost control receives the proper emphasis: 

5.3.1. The predominant consideration when evaluating cost control should be an objective measurement of the contractor's performance against the estimated cost of the contract, including the cost of undefinitized contract actions when appropriate.

5.3.2. If there is a cost overrun, consider the reasons for the overrun and the contractor's efforts to control or mitigate it.  If there is a significant cost overrun that was within the contractor's control, a score of zero may be given.  If the overrun is less than significant, a higher score may be given.

5.3.3. If there was a cost overrun in the previous award fee evaluation period, consider the contractor’s efforts to control or mitigate it.  If the cost overrun continues to grow and was within the contractor’s control, a score of zero may be given.  If the overrun is lessening, a higher score may be given.

5.3.4. If the maximum score for cost control is given when the contractor achieves the negotiated estimated cost of the contract, there may be no incentive for cost under-runs.  Some lesser score may be assigned indicating the degree to which the contractor has prudently managed costs while meeting contract requirements.

5.3.5. Normally, cost under-runs within the contractor's control will be rewarded.  However, cost under-runs may not indicate good cost control unless the actual effort during the evaluation period matches that originally proposed or planned.  The extent to which the under-run is rewarded will depend on the size of the under-run and the contractor's level of performance in the other categories of performance.

5.3.6. In the case of contracts for services where contractor performance is consistent and complete within each evaluation period and does not carry over into succeeding periods, negotiated estimated cost can generally be apportioned among the evaluation periods.  Cost control for each evaluation period can then be measured against that period's share of the estimated costs.  

5.3.7. The estimated cost baseline should be adjusted to reflect cost increases or decreases associated with changes in Government requirements or funding schedules that are outside the contractor's control.  In some circumstances, contract costs might increase for reasons outside the contractor's control and for which the contractor is not entitled to an equitable adjustment, such as weather-related delays or changes made which fall below contract change thresholds.  Such situations should be taken into consideration when evaluating contractor cost control. 

5.4. Documenting the evaluation assessment.  General instructions for performance monitors are contained in Appendix A.

5.4.1. Monitors should keep notes of the contractor's performance through the performance period on an "as it occurs" basis, with specific reference to strengths and weaknesses in areas such as technical, management, or cost.  Provide comments that document the subject (either problems or strengths), individuals contacted, and a summary of the evaluation.

5.4.2. At the end of each evaluation period to include any required midpoint evaluation period, monitors will prepare formal evaluation reports per DFARS 216.470, Table 17-1 & Table 17-2 (samples provided in Appendix B).  The reports will be submitted to the Contracting Officer or other designated personnel within timelines established in the award fee plan.   
5.4.2.1. The evaluation report will provide an assessment of the contractor's strengths and weaknesses within the performance areas.

5.4.2.2. A numerical performance score based on an evaluation scoring system of 0-100 will be assigned for each factor or sub-factor evaluated.

5.4.2.3. Evaluation monitors may be required to make verbal reports of their evaluations and assessments to the AFEB or AFDO.

SECTION 6

DEVELOPING THE RECOMMENDED AWARD FEE

6.1. Fee Recommendation.

6.1.1. The purpose of the award fee is to motivate specific performance levels that cannot be objectively quantified, but can be judgmentally assessed by government personnel.  The amount of award fee due the contractor during or after completion is a unilateral decision of the AFDO or the contracting officer, if no AFDO has been appointed, and is subject to the Disputes Clause only if considered "arbitrary or capricious".

6.1.2. Developing an award fee recommendation involves correlating the performance elements; evaluation factors; functional area weights; ratings and scores; and award fee pool.  This process is usually accomplished by the activity responsible for hands on contract administration (generally the requiring activity) and is included as part of the contractor evaluation package submitted to the Award Fee Evaluation Board (AFEB) for consideration.

6.1.3. Since the recommended fee is a specific dollar amount derived in most part by a mathematical process using weights and scores, it may appear to be very objective.  However, the basic scoring system uses subjective rating criteria and adjectival ratings (excellent, good, etc.) to derive the initial score.  The scoring scale can be incorporated into the contract linking total performance points to the specific percentage of award fee payable.

6.2. The following provides the basic process for converting performance points to percentage of award fee and assessing the incentive.

6.2.1. The first step in developing a performance score - award fee conversion scale for distribution of the award fee is to determine the incentive structure that will best motivate the contractor.   There is no cookie cutter way to determine the best strategy.  Some organizations may feel that each additional performance point should be worth the same percentage of the available award fee pool.  This is called a proportional or linear scale.  Others may feel that lower level performance should be de-emphasized by making the lower half of the range yield smaller proportions of the fee and the upper half of the range yield larger proportions. This would produce some type of non-linear (non-proportional) scale.  See Figures 6-1 and 6-3 for examples of both linear and non-linear score curves.

6.2.2. Two overarching principles must be kept in mind, however, when designing any award fee conversion scales:

6.2.2.1. First, a consequence of the economic Law of Diminishing Returns is for a contractor’s performance to come closer and closer to perfection requires a disproportionate expenditure of resources.  When performance is mediocre, there are a number of low cost improvements available.  But as performance level rises, the available improvements become more and more expensive to implement.  Therefore, incentives in service contracts must aim for excellence but not perfection.  Scores in the upper 80% to low 90% range is a more realistic and cost-effective goal.

6.2.2.2. Secondly, as improvements become more difficult to achieve, and more expensive, as performance climbs into the excellent range, a non-linear scale that “packs” disproportionately more fee into the upper half of the scale rewards the contractor for the greater effort and management necessary.  It is perhaps the better “carrot” from an economic standpoint, a better match of incentive to level of effort. However, based on the Law of Diminishing Returns the proportion of fee should decrease in the 92 - 100% performance range compared to that in the 80 - 92% range.

6.2.3. Linear Relationship between Score and Fee Percentage.  The linear method provides an equal split of funds for every percentage point above satisfactory.  In other words, each percentage increase above satisfactory brings the same proportion of the available award fee.  A flaw in this system is that the amount of effort increases exponentially for each percentage point improvement and results in increasingly higher reimbursable costs with small incremental gains in performance at the top end of the score.  Based on this principal, most award fee plans are established on a "non-linear" basis.

6.2.4. Non-linear scales are varied.  The following provides a short discussion of commonly used non-linear scales and some attributes of each.  For purposes of this guide, a graphic example and an explanation will be provided.   The scales for conversion of the fee are provided for several of the illustrated curves.  These scales are based on the specific algebraic formula for each type of curve and may be found in a multi-variable calculus textbook or reference.   

6.2.4.1. The "normal" curve is a non-linear curve that is based on a "normal" frequency distribution and results in a bell shape curve.  The curve is the first half of the bell curve, providing data points up to the point of maximum return for effort.  Most human physical characteristics, as well as performance of mental tasks, form such a frequency distribution; therefore it may seem logical to measure contractor performance using that distribution.  A more in-depth discussion of "normal" curves may be found in the DOD Contract Pricing Reference Guides, Volume 2, Chapter 3 Subsection 4. (http://www.acq.osd.mil/dpap/contractpricing/chap-index.htm)  See the following illustration of a Normal Curve graph and the scale for the Normal Distribution for Award Fee based on a satisfactory range beginning at 70%.  (This scale would be adjusted mathematically if using a fee range beginning with a value other than 70%).  Figure 6-2 provides the score based on this 70-100% scale for AF distribution.

Figure 6-1

Normal Distribution Award Fee Scale

Figure 6-2

6.2.4.1.1. Notice that the normal distribution tends to skyrocket after the midpoint (85 on the chart), "cramming" 49% of the fee pool into the range from 85 to 94% and giving almost no additional fee after 94 percent.  This squares with the law of diminishing returns where the contractor can make 85% of the AF by scoring 89 points and 90% of fee by scoring 90.  (On a 70-100% linear scale, a score of 90 would achieve 67% of fee).  The disparity arises because the normal distribution puts more weight on above average scores than the linear (straight-line) distribution that provides for equal increments throughout the above satisfactory portion of the scale. 

6.2.4.1.2. On the other hand, the "normal" distribution also provides a disproportionate amount of fee at 91% performance resulting in 94% of the fee.  A flaw in the use of the normal curve is that although the incentive is significantly higher than the linear scale, the contractor might "target" or accept a lower performance score than under another non-linear fee distribution that peaks at a higher percentage rate (i.e. be happy with 91% performance rather than shoot for 95% performance).  See the following chart for a graphic picture for other non-linear scales.  Please note the following scales are based on fees spread over a 60-100% scale versus the 70-100% "normal" scale.  The proportion in fee is the comparable item, not the use of the 60-100% or 70-100% scale.
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Figure 6-3

6.2.4.2. Power Curve:  The "power" curve yields very small proportions of the fee in the lowest range of scores, but quickly "accelerates" (increases at an increasing rate), giving much greater proportions of the fee in the upper range of points. This sort of scale has several problems: (1) it is exceedingly difficult to specify properly, and (2) it defies the law of diminishing returns in that it may cause an ambitious contractor to put forth so much effort to reach 100 points that the incremental benefits received by the government are not worth the additional incurred costs. Additionally, it does not provide as much incentive as does the linear scale, so that the contractor may actually not be adequately motivated for superior performance, dependent upon the shape of the curve.  No distribution scales are available for this curve.  
6.2.4.3. Quadratic: The quadratic curve (also referred to as a "parabolic or parametric" curve) has a slope that changes more slowly than the power curve.  This incentive structure differs slightly from the power curve and shares the same limitations.  Note the distribution scale provided below is on the basis of a 40% spread for award fee.  Recalculation of the distribution tables may be made by consulting an algebraic reference manual.  See the following section 6.3 for some reference sites.
Quadratic Distribution Award Fee Scale


Figure 6-4

6.2.4.4. Cubic: The cubic curve has the S-shape that, unlike the other two, tails off as it approaches 100 points.  The cubic curve provides a distribution scale that is more appropriate to recognition of the law of diminishing returns and properly rewarding superior performance.  Although it gives more fee than the other scales in the lower range, it also provides more incentive in the upper range.

Cubic Distribution Award Fee Scale

	PERFORMANCE

POINTS
	PERCENT OF

AVAILABLE

AWARD FEE
	PERFORMANCE POINTS
	PERCENT OF AVAILABLE 

AWARD FEE

	60
	0.0%
	81
	53.3%

	61
	1.0%
	82
	56.6%

	62
	2.3%
	83
	59.8%

	63
	3.7%
	84
	63.1%

	64
	5.4%
	85
	66.2%

	65
	7.3%
	86
	69.4%

	66
	9.3%
	87
	72.4%

	67
	11.5%
	88
	75.4%

	68
	13.9%
	89
	78.2%

	69
	16.4%
	90
	81.0%

	70
	19.0%
	91
	83.6%

	71
	21.8%
	92
	86.1%

	72
	24.6%
	93
	88.5%

	73
	27.6%
	94
	90.7%

	74
	30.6%
	95
	92.7%

	75
	33.8%
	96
	94.6%

	76
	36.9%
	97
	96.3%

	77
	40.2%
	98
	97.7%

	78
	43.4%
	99
	99.0%

	79
	46.7%
	100
	100.0%

	80
	50.0%
	
	


Figure 6-5

6.3. The various award fee tables as illustrated above assist in the conversion of scores to a specific recommended amount of fee.  The available fee for the rating period is then multiplied by the percentage recommended to determine an earned award fee recommendation for the AFEB and AFDO.  The earned award-fee amount indicated by the use of a conversion table or graph is a guide only and does not remove the element of judgment from the award-fee determining process.  Regardless of the method used, zero award fee will normally be earned for an overall unsatisfactory performance.  

6.3.1. The bottom line purpose of the non-linear tables is to motivate a contractor to excel up to the point of diminishing returns.  Once the cost for the effort to improve outweighs any benefit received, the reward in terms of incentive fee diminishes.  As stated earlier, optimum performance for both the contractor and the government generally resides in a performance score approximately 85 - 92%. 
6.3.2. Although the previous distribution tables are provided, some may wish to develop their own curve and tables.  Some good research sites include:


http://www.ugcs.caltech.edu/~shulman/pub/writings/cubic

http://www.2dcurves.com/power/powerf.html

http://www.karlscalculus.org/cubic.html
6.4. Weighting Functions.  Appendix B provides sample worksheets and instructions for use during the evaluation process.
SECTION 7

THE AWARD FEE PLAN

7.1. Early Planning.

7.1.1. Comprehensive procurement planning should begin in the early stages of the contracting cycle when the requirement for a contract is established.  Discussions between functional, legal, contracting and other personnel can go far toward initiating timely actions leading to the successful development and administration of the AF contract. 

7.1.2. Early planning activities for AF contracting include such actions as:

a. The development of terms and conditions for the solicitation that identify award fee features and how they should be addressed in submitted offers.

b. The development of contract clauses that specify award fee features.

c. The development of a comprehensive Award Fee Plan (AFP), including the organizational structure needed for assessing and evaluating contractor performance and determining the award fee amount.

d. The identification and commitment of resources that will be required to adequately administer the award fee process, including surveillance personnel.

7.2. The Award Fee Plan (AFP).

7.2.1. Although award-fee contracting allows for judgmental evaluation of the contractor’s performance, it must follow a disciplined approach.  The purpose of the AFP is to articulate in one document the plan and the means for identifying, assessing and evaluating contractor performance for determining the award fee to be awarded.  This document ensures the integrity of the award-fee evaluation process.  Over the contract period, the documentation should demonstrate that the process set out in the award-fee plan has been followed, and that both the rating recommendations and final award fee amount decisions have been based on actual performance evaluated according to the award-fee plan.  Timely feedback should be provided to the contractor so that he understands fully the government’s assessment of performance strengths and weaknesses.  The plan also serves as a charter for the organizational structure required to administer the award fee provisions of the contract.

7.2.2. A typical AFP will include the following elements:

a. Amount of the award fee pool available for each evaluation period

b. Functional areas to be evaluated

c. Criteria to be used in evaluations

d. Relative weights to be assigned to functional areas and the evaluation criteria

e. Evaluation periods

f. Method for measuring, evaluating performance, and determining the award fee amount for each evaluated organizational structure

g. Contractor participation in the award fee determination process

h. Reporting and record keeping procedures

i. Award Fee Conversion Chart

j. Method for implementing any changes to the AFP

7.3. Developing The AFP

7.3.1. Development of an AFP requires a team effort involving personnel from a variety of disciplines (e.g. functional, legal, or contracting).  It is important that team members are identified as early as possible in the planning process and that they be informed of their responsibilities in contributing to the development of the plan.  

7.3.2. The AFP is an internal Government document and is procurement sensitive.  Government personnel who work on the plan should be briefed about the close hold nature of the plan.  Likewise, it is important to undertake the early selection of the Award Fee Determination Official (AFDO), the Award Fee Evaluation Board (AFEB) chairman and members, and to establish their responsibilities.

7.3.3. The AFP may be included in the contract for informational purposes only as an attachment.  If it is included in the contract, it must contain language that allows the Government to change the plan unilaterally, preserving the Government's right to alter the plan to reflect any changes occurring in management emphasis or concern.  

7.3.3.1. The contractor should be given a copy of the current AFP and must be informed of any significant changes in advance of the evaluation period or periods to which it applies. 

7.3.3.2. The fact that the plan can be unilaterally changed does not give the Government the right to unilaterally change other award fee provisions or other terms of the contract, absent contract language allowing it to do so. 

7.3.4. The Contracting Officer is responsible for implementing and enforcing the award fee provisions of the contract after award; therefore it is critical that he/she review and approve the plan before it is submitted to the AFDO for final approval.  

7.3.5. The AF plan should: 

a. Provide for evaluations of contractor performance levels, taking into consideration contributing circumstances and contractor resourcefulness; 

b. Focus the contractor on areas of greatest importance or in need of improvement;

c. Clearly communicate evaluation procedures and provide for effective, two-way communication between the contractor and the Government personnel responsible for evaluating performance and making award fee determinations; 

d. Provide for an equitable and timely evaluation process;

e. Establish an effective organizational structure, commensurate with the complexity and dollar value of the particular procurement, to administer the award fee provisions; 

f. Be kept as simple as feasible; the simpler the plan, the more effective it is likely to be. 

7.3.6. An AF contract cannot function well unless the contractor is confident that the award fee process is fair.  Award fee earnings must be commensurate with achieved performance levels.  An award fee determination is unlikely to have a positive influence on future performance levels if, for instance, it is not promptly awarded and paid.

7.3.7. To assure positive motivation, the highest performance levels contemplated by the plan should be reasonable and attainable.  Unachievable expectations serve as a disincentive since by definition they cannot be met.  The plan should also encompass an evaluation of performance levels and the conditions under which these levels can be achieved.

7.4. Evaluation Periods.  Award-fee evaluation periods should not exceed six months for small businesses or one year for large businesses.  Evaluation periods that are too short can prove administratively burdensome, lead to hasty or late award-fee determinations, and allow insufficient time for the contractor to improve areas of weakness.  On the other hand, if the evaluation periods are too long, effective communication between contractor and Government is jeopardized and opportunities to influence the contractor’s performance are diminished.  Quarterly evaluations are the most widely used; however, tri-annual (every four months) and biannual (every six months) evaluations should also be considered.  

7.5. Changes to the Award-Fee Plan.  All changes to the AFP should be coordinated with the Contracting Officer and AFEB then sent to the approval authority.  

7.5.1. Approval authority for any significant changes in an established award-fee plan is the AFDO.  Examples of significant changes: changing evaluation criteria; adjusting weights to redirect contractor’s emphasis to areas needing improvement; and revising the distribution of the award-fee dollars. 

7.5.2. Approval authority for administrative and other changes (such as changes in the make-up of the AF organization), may be the AFEB chairperson or the Contracting Officer with copy to the AFDO.  

7.5.3. The contracting officer shall provide written notification to the contractor for all AFP changes.  Significant changes should be accomplished by mutual agreement; administrative changes do not require mutual agreement.  

7.6. See Appendix C, Sample C-1 for an Award Fee Plan for CPAF contract and Sample C-2 for an AFP for a FPAF contract.

SECTION 8

 THE AWARD FEE PROCESS

8.0. General.  The most effective organizational approach for AF contracting will differ with each particular situation.  The overall objective in all cases is an equitable and timely procedure that does not create or impose an unreasonable administrative burden given the value and complexity of the specific contract effort. 

8.1. The following are some basic guidelines concerning the organization and administration of award fee contracts: 

a. Avoid creating too many organizational layers.  Excessive layers contribute to unnecessary paperwork, delays in turnaround time, and inordinate staffing demands. 

b. The objective is to evaluate performance, not micromanage it.  The Government tells the contractor what results are expected and are important.   The contractor's performance is evaluated and rewarded as appropriate for achieving the desired results.   Although communication between contractor and government personnel is critical, it should not lead to Government direction of efforts.  The contractor must maintain the responsibility and ability to manage under the contract. 

8.2. Award Fee Determination Process.

8.2.1. It is extremely important that the award fee determination process covered in the AF Plan contain appropriate checks and balances for maintaining its impartiality.  Government personnel knowledgeable of the contract requirements should perform contract monitoring, assessing and reporting.  Their performance of these tasks should be subject to an evaluation by officials at the management level who are not involved in daily, on-line operational interface with the contractor.  The evaluation process should assure both the contractor and the Government that informed and reasonable judgments have been made in determining the award fee earned.  

8.2.2. Contractor readiness to accept and react to award fee determinations in a constructive manner is dependent on the belief that the evaluation procedures are fair and that they serve to protect the performer against arbitrary or capricious determinations.  The motivation to perform under an AF contract is enhanced to the extent that the award fee determination process is not only portrayed as fair, but demonstrates its integrity in practice.  This includes awareness that award fee determinations will be made at a level that assures management attention and objectivity.

8.2.3. Cautionary Note Concerning Award Fee Decisions.  In February 1999, the Under Secretary of Defense (Acquisition and Technology) issued a memorandum stating his concerns that award fees earned by contractors were not always commensurate with overall performance.  He cautioned contracting officers and AF managers to periodically review the award fee process to ensure that evaluation factors (award fee periods, evaluation criteria, earned award fee percentages, etc.) were suitable for the intended positive outcome, and that the performance evaluations accurately reflected overall contract performance. That concern continues to be the subject of audits and "Best Practice" recommendations.  See Appendix E, Award Fee Best Practices.  


8.3. Organization.  While no single award fee determining organization and administration will fit all situations equally well, all organizations should contain a basic three level structure consisting of the:

a. Award Fee Determination Official (AFDO)(may be the Contracting Officer)

b. Award Fee Evaluation Board (AFEB); and

c. Performance evaluation and monitoring activities

8.4. Participants and their responsibilities.

8.4.1. Award Fee Determining Official (AFDO).  The AFDO will be an individual who is at a higher level organizationally than the people who are involved directly in performance evaluation.  The AFDO is appointed by the regional ACA Principal Assistant Responsible for Contracting (PARC) (reference AFARS 5116.405-2).  In those smaller AF contracts where it has been determined that the Contracting Officer has adequate oversight of the operation and no official AFDO will be appointed, no separate appointment from the PARC is required (i.e. Contracting Officer's warrant will suffice).  The AFDO will in turn appoint the Award Fee Evaluation Board (AFEB) and its Chairperson.  The AFDO should be identified in the evaluation plan by position title only, when the plan is included in the contract.  This clearly establishes the level of the award free determination, while eliminating the need to modify the contract in the event there is a change in the incumbent AFDO. 

8.4.1.1. The primary responsibilities of the AFDO are to:

a. Approve the award fee plan and any significant changes required during performance.

b. Establish the AFEB; 

c. Consider the AFEB Report for each evaluation period;         

d. Make the final determination regarding the award fee earned and payable for each evaluation period;

e. Ensure the award-fee process integrity is maintained throughout the program;    

f. Issue and sign the award fee determination report or letter for the evaluation period, specifying the amount of award fee determined and the basis for that determination. 

8.4.1.2. The AFDO’s decisions regarding the award fee are unilateral agency determinations subject only to a requirement that such decisions not be arbitrary and have a reasonable basis.   These decisions include, but are not limited to:

a. Amount of the award fee, if any; 

b. Methodology used to calculate the award fee;

c. Calculation of the award fee;

d. Contractor's entitlement to the award fee; and

e. Nature and success of the contractor's performance. 

8.4.1.3. The AFDO must ensure that the amount and percentage of award fee earned accurately reflects the contractor’s performance.  If the AFDO's final decision varies either upward or downward from the AFEB’s recommendation, the rationale for the change shall be documented in the official contract file.  

8.4.1.4. Proper documentation is essential to ensure the AFDO decision does not appear arbitrary and capricious.  The AFDO decision letter should include the earned-award-fee amount and address the contractor’s strengths and weaknesses for the evaluation period.  The decision letter should not include the names of individuals that work for the contractor, or the internal rating scores of AFEB members.

8.4.1.5. The AFDO provides the determination to the contracting officer as quickly as possible, but not later than 45 calendar days after the end of the period being evaluated.   The AFDO should always provide a debriefing to the contractor after the rating has been issued.  The debriefing duty can be delegated.

8.4.2. Award Fee Evaluation Board (AFEB).  The AFEB evaluates the contractor’s overall performance (based on input from the activities or parties responsible for monitoring contractor performance) and recommends the amount of award fee to the AFDO.  The AFEB should bring to the evaluation process a broader management perspective than exists at the level of the performance monitoring activities.  Accordingly, the AFEB should be comprised of relatively high management personnel.  Members of the AFEB are appointed by the AFDO.  It is important to establish the Board in sufficient time so it can develop (or ensure development of) and distribute an approved AF Plan BEFORE the start of the first evaluation period.  

8.4.2.1. The AFEB reviews the performance evaluations; the contractor’s self-assessment, if any; and other pertinent information to arrive at an overall evaluation of the contractor's performance.  The AFEB may request Performance Monitors to discuss their evaluations so that the AFEB gains further insight into the contractor's performance.  The AFEB may also invite the contractor to present a self-assessment of its performance for the evaluation period being considered.  

8.4.2.2. Membership of the AFEB should be based on the nature, dollar value and complexity of the acquisition.  The only required members of the AFEB are a Chairperson, the Contracting Officer (CO), and a Recorder.  In the event the CO has been appointed Chairperson, a Contract Specialist should be an active board participant to assure appropriate coverage of contracting issues.  Membership may also include individuals responsible for (or customers of) the primary technical and business functions associated with the contract, which are familiar with the performance areas of the contract.  It is important that AFEB members be able to devote enough time to their respective assignments to perform thorough and prompt evaluations.   Members should be identified only by position to eliminate the need for administrative changes to the AF plan when an individual member changes.

8.4.2.3. AFEB members: 

a. Must be familiar with the award-fee process, contract requirements, and the award-fee plan.  

b. Assess the contractor’s overall performance for each award-fee plan criterion.  It is important that the AFEB evaluate the contractor’s overall performance according to the criteria stated in the award-fee plan. 

c. Document the AFEB’s results to show how the AFEB arrived at the recommended earned-award-fee amount presented to the AFDO.  This documentation may include Performance Monitors’ evaluations; the contractor’s self-evaluation, if any; briefings presented to the AFEB; and other data considered.

d. Recommend changes to the award-fee plan to the AFDO to reflect program evolution. 

8.4.3. AFEB Chairperson (or Facilitator).  The AFDO should not be the AFEB chairperson.  Although this practice would eliminate some procedural steps and related documentation, removing one of the essential checks and balances might compromise the integrity of the award fee determination system and process.  The functions of the chairperson/facilitator include:

a. Calling board meetings, controlling attendance and chairing the meetings.

b. Requesting and obtaining performance information from other activities or people who receive benefits from or observed contractor performance.

c. Responsibility for the preparation and approval of the board's award fee recommendation and other complete documentation of all board activities.

d. Briefing the AFDO on recommended earned-award-fee amounts and the contractor's overall performance.  

e. Recommending significant award-fee plan changes to the AFDO.  

f. Approving award-fee plan changes that do not require AFDO approval.  

8.4.4. AFEB Recorder.  The AFEB Recorder is designated by the AFEB Chairperson, and is the administrative backbone of the award-fee process.  The Recorder is responsible for coordinating the administrative actions required by the AFDO, AFEB, and Performance Monitors.  Although the Recorder is a member of the AFEB, the recorder duties may be performed by a member with other functions on the AFEB.  The Recorder:  

a. Notifies Performance Monitors that their evaluations are due.  

b. Receives, processes and distributes evaluation reports from all required sources and maintains official files.  

c. Schedules and assists with internal evaluation milestones, such as briefings.

d. Accomplishes other actions required to ensure the smooth operation of the award-fee process, such as documenting the AFEB activities.  

e. Retains all Performance Monitors’ evaluation reports, if they are not included in the official contract file.  

f. Retains other pertinent data not contained in the official contract file.  

8.4.5. Contracting Officer (CO)

8.4.5.1. The CO is a member of the AFEB and is the liaison between the Government and the contractor. 

8.4.5.2. The CO transmits AFDO decision letters to the contractor, and prepares and distributes the modification awarding the fee authorized by the AFDO within 15 calendar days after the AFDO decision.

8.4.5.3. The CO is to ensure that the award-fee amount is certified and administratively reserved prior to the beginning of the applicable award-fee evaluation period.  The CO will ensure that all unearned-award-fee funds are de-committed after each evaluation period unless a specific provision in the contract allows for carry over of AF funds for later evaluation periods of the current contract term.  See Section 2.4, Bona Fide Needs.

8.4.5.4. The CO notifies the contractor in writing of any approved change(s) to the award-fee plan.  If the CO does not give specific notice to the contractor of any change to the evaluation criteria prior to the start of a new evaluation period, then the same criteria listed for the preceding period will be used in the following award fee evaluation period.

8.4.5.5. The CO ensures an audit trail is in place to substantiate and support the AFEB recommendation and AFDO final decision.  In addition to the required documents already in the official contract file such as the award-fee plan, appointment letters, etc., the official contract file should also contain the following documentation for each separate evaluation period:  

a. A copy of the AFDO briefing.  

b. A copy of the AFDO's decision letter to the contractor providing the earned-award-fee amount, strengths, weaknesses, and future areas of emphasis, if any.  

c. Supporting rationale if the AFDO's final decision of earned-award-fee amount differs from the AFEB recommendation.  

d. Contractor's self-assessment, if any.

e. Funding documents.  

8.5. Performance monitoring.  Primary responsibility for the overall monitoring, assessment, and reporting of contractor performance rests with the CO.  As a general rule, the CO staff monitors and assesses contractor performance for the business management elements.  Designated Contracting Officer's Representatives (COR) and/or technical monitors assess the performance of work, technical management elements and quality control performance. 

8.5.1. Performance Monitors must provide justification for their ratings and document both strengths and weaknesses in their areas of responsibility.  It may be helpful to have a worksheet for each category of performance and evaluation criteria that mirror the award-fee plan.  The performance monitors’ written records should be maintained until contract close out.   

8.5.2. Performance Monitors/CORs provide the continuous evaluation of the contractor’s performance in specifically assigned areas of responsibility.  Performance Monitors are working-level specialists, such as engineers, quality assurance evaluators (QAEs), functional area evaluators, or technical monitors who are familiar with their assigned evaluation areas of responsibility.  Technical performance monitors will not be members of the AFEB.  

8.5.3. In performing their duties, monitors should: maintain ongoing communication with their contractor counterparts, conduct assessments in an open, objective and cooperative spirit, and emphasize positive performance as readily as negative performance. 

8.5.4. The primary responsibilities of the COR/performance monitors include:

a. Monitoring (not directing), evaluating, and assessing contractor performance for assigned areas.  This activity is conducted according to contract requirements and the award fee plan so that evaluations are fair and accurate.

b. Maintaining records of the contractor's performance in their assigned evaluation area(s) that detail specific examples where improvement is necessary or desired; where improvement has occurred; and where performance is below, meets or exceeds contract requirements.

c. Providing periodic reports to the CO relative to contractor performance, as instructed by the CO.

d. Briefing the AFEB on their specific evaluation areas, as needed.

8.5.5. The CO and staff are also a part of the performance monitoring process.  The staff of the CO may contain such expertise as:

· Contract Specialist/ Administrator

· COR/ QA Specialist/ QA Evaluator

· Property Administrator

· Cost and Pricing Specialist

· Administrative Support Personnel/ Recorder

8.6. Training.  Training of all personnel involved in the award fee process is essential for successful monitoring and evaluation of contractor performance.  Training may be provided by the CO or other subject matter experts as well as by formal classroom instruction.  Training should cover such things as the award fee plan, roles and responsibilities, documentation requirements, and evaluation techniques.   Training should address: 

a. What is being evaluated? 

b. How will information be gathered; what techniques will be used? (e.g., inspection, sampling of work, observation, review of reports or correspondence, or customer surveys) 

c. When or how often will information be obtained (e.g., daily, weekly or monthly)? 

d. How will performance monitors secure information from functional specialists to cover areas in which the monitors may not be personally involved? 

e. What are the evaluation scoring processes and why is there a need for consistency between scoring and evaluation summaries? 

SECTION 9

ADMINISTRATIVE CONSIDERATIONS

9.1. Quality Assurance.  An AF contract, as with any contract, requires that a systematic government quality assurance (QA) program be implemented and documented in a Quality Assurance Surveillance Plan (QASP).  The AF QASP should describe the methods and procedures for evaluating contractor performance in each of the AF evaluated areas
9.1.1. Performance Surveillance

9.1.1.1. The Office of Federal Procurement Policy October 1980 document entitled, "A Guide for Writing and Administering Performance Statements of Work for Service Contracts” (commonly called OFPP Pam 4) is the current standard for developing statements of work.  The use of this guide is mandatory for Army Commercial Activities service contracts, and is primarily intended for firm fixed-price (FFP) contracts; however, most of the guidance concerning contract surveillance is applicable to any type of contract.  The guide may be found at the DOD Deskbook on the internet at  http://deskbook.dau.mil/ in the "Legacy" section, after the Legacy section has been entered, conduct a search for "OFPP 4".  

9.1.1.2. The methods of surveillance described in OFPP Pam 4 - random sampling, management information systems, 100% inspection and customer complaints - are still valid ways to inspect the quantifiable portions of the contractor's performance.  The major difference is in the use of a Performance Requirements Summary (PRS) as an enforcement tool.  The PRS may be used in the FPAF contract; however, it is not used in a CPAF contract unless specifically tailored for deductions of base fee only under the provisions of a clause such as "Inspection of Services."  In most cases, a matrix similar to the PRS is developed as an evaluation tool as part of the QASP, but it is not included in the actual CPAF contract.

9.1.2. Quantitative and Qualitative Standards.  Once evaluation factors are selected, standards or criteria are developed for measuring contractor performance and assessing the amount of award fee earned. 

9.1.2.1. Quantitative or objective performance measurement standards are based on well-defined parameters for measuring performance.  They include inspection reports, customer surveys, and information systems reports.  Quantitative measures should be used whenever the given performance can be precisely or finitely measured. 

9.1.2.1.1. Sufficient performance information or experience must be available to permit the identification of realistic standards against which quantitative measurements may be compared. 

9.1.2.1.2. Any comparison of contractor performance against quantitative standards in the award fee environment will need to be tempered by a qualitative evaluation of existing circumstances.  Any reasonable assessment of effectiveness requires an evaluation process encompassing both performance levels and the conditions under which those levels were achieved.  To be realistic, 
any standard (or range of acceptable performance levels) should reflect the nature and difficulty of the work involved. 

9.1.2.2. Qualitative or subjective performance standards rely on the evaluator's opinions and impressions of performance quality.  Qualitative assessments must be as informed as possible and not rely on personal bias or a purely intuitive feeling. 

9.1.2.2.1. Some examples of qualitative standards are:  responsiveness to government input or changes; employee morale, appearance and/or conduct; self-initiated and timely planning of activities; effective utilization of personnel; quality of responses; etc. 

9.1.2.2.2. Another example of a qualitative standard is a questionnaire requiring "yes" or "no" answers, with a high proportion of "yes" answers indicative of high quality performance.  Note that narrative support for questionnaire answers is required. 

9.1.2.3. Quantitative or objective standards are preferred over qualitative or subjective standards when feasible.  The greater the ability to identify and quantify the facts considered in arriving at a judgmental assessment, the more credible that assessment is likely to be (and the easier it will be to prepare the supporting documentation required). 

9.1.3. While surveillance of measurable performance establishes a quantifiable, objective basis for documenting the contractor’s performance, some of the technical areas evaluated for award fee will frequently require or be influenced by personal opinions or judgments, e.g., responsiveness, cooperation, innovation. Contracting Officers, in their role of facilitation and promoting fairness and good working relationships with the contractor, must be alert to negative or adversarial situations and take appropriate steps to resolve or eliminate them.

9.2. Contract Termination.  If the contract is terminated for convenience of the Government after the start of an award-fee evaluation period, the earned-award-fee amount will be determined by the AFDO using the normal award-fee evaluation process.  The remaining available-award-fee dollars for all subsequent evaluation periods will not be considered available or earned and, therefore, shall not be paid.  

9.3. Evaluation of Delivery or Task Order Contracts 

9.3.1. A delivery or task order contract may provide for orders with specific requirements that are totally independent of any other orders’ requirements and have a separate, distinct source of funding.  For such orders, an award fee amount could be allocated to each individual order along with the estimated cost.  Contractor performance on each order would be evaluated against the award fee criteria on a task-by-task basis. 

9.3.2. There are instances where the government wants to motivate the contractor’s performance at the contract level versus each individual order.  This condition may exist when the overriding objective is not how each individual order is executed, but how the contractor’s performance of multiple orders contributes to meeting the overall contract objectives.  For example, it may not be cost effective to evaluate contractor performance on a task order basis, or when unknown/undefined requirements may materialize during the contract.  An unknown requirement may arise that has a higher priority than an existing order. 

9.3.3. The primary objective is generally for the government/contractor team to make trade-offs between the orders in a constrained environment (funding, staffing, etc.) to ensure the optimal performance level.  Therefore, the ultimate measure of success is judged as meeting the overall contract objectives and not necessarily on the performance of a single order.  In this case it is in the government’s best interest to motivate the contractor to focus its efforts and perspective on overall contract performance versus the individual orders.  This does not preclude management of individual orders. 

9.3.4. To ensure that there is no confusion about how the contractor’s performance will be evaluated, the award fee plan must clearly state whether the evaluation criteria are applicable at the contract or individual order level.

GENERAL INSTRUCTIONS FOR PERFORMANCE MONITORS

I. Monitoring and Assessing Performance

a. Monitors will conduct assessments in an open and objective spirit so that a fair and accurate evaluation is obtained. This will ensure that the contractor receives accurate and complete information from which to plan improvements in performance.  Positive performance accomplishments should be emphasized just as readily as negative ones.

b. Government personnel shall conduct all evaluations and complete evaluation reports independently of contractor employees or other contractor affiliates.  The monitor may, at his or her discretion, discuss the assessment with contractor personnel, to afford the contractor an opportunity to clarify possible misunderstandings regarding areas of poor performance.

c. Monitors must remember that contacts and visits with contractor personnel are to be accomplished within the context of official contractual relationships.  Monitors will avoid any activity or association that might cause, or give the appearance of, a conflict of interest.

d. Evaluations of program performance are normally based on such factors as the monitor's observations and knowledge of quality of the contractor's work and the contractor's adherence to elements of the task plan and task order, such as delivery schedule, cost estimate, and technical approach.

2. Documenting Evaluation/Assessment:

Monitors should keep notes of the Contractor's performance through the performance period on an ''as it occurs" basis, with specific reference to strengths and weaknesses in applicable program, institutional management, or outreach areas.   Notes should document, where practicable, the identity of the contractor employee contacted and summarize the issues discussed.

3. Evaluation/Assessment Reports

At the midpoint and end of each evaluation period, monitors will prepare a formal

Performance Monitor Report on a format provided by the CO or AFEB and submits to the Contracting Officer.  Reports will include:

a. An assessment of the Contractor's strengths and weaknesses within the performance area.  See Appendix B page B-1 for a sample of an individual monitor's worksheet.  Fill out only the areas that are assigned - most monitors will review only a portion of evaluated work.  Note, these worksheets may also be used by the AFEB for scoring.

b. Assignment of a numerical score based on an evaluation scoring system of 0-100 as detailed in the Award Fee Plan. The assigned score must be consistent with written comments; in particular, very high/very low scores require adequate justification.

c. The Contracting Officer will consolidate the various evaluation monitor reports into a single submission to be furnished to the AFEB.  This submission will include an aggregate score assigned for each applicable performance factor. A sample worksheet is provided in Appendix B page B-2.  Note, this worksheet is adaptable for use in aggregating the AFEB scores prior to submission to the AFDO.

4. Verbal Reports

Monitors may be required to make verbal reports of their evaluations and assessments to the Contracting Officer, the AFEB or the AFDO.
5.  Additional information on COR duties are included in the ACA COR Guide posted at http://aca.saalt.army.mil.

SAMPLE

CONTRACTOR PERFORMANCE REPORT 

TO BE COMPLETED BY EVALUATION MONITORS & AFEB MEMBERS

Evaluation Period:  ____________________




Contract Number:  _________________________

Contractor:  ________________________





Date of Report:  ________________________

Contract Function:  Supply (30% of total contract weight)

	CATEGORY
	INDIVIDUAL

RATING (1-100)
	COMMENTS

	A.  Performance of Work (40% of total)
	
	

	A1.  Quality
	__________
	

	A2.  Schedule
	__________
	

	A3.  Info/Data Requirements
	__________
	

	B.  Technical Management (15% of the total)
	
	

	B1.  Organization/Personnel
	__________
	

	B2.  Problem Resolution/Communication
	__________
	

	C.  Business Management (20% of the total)
	
	

	C1.  Cost Control (CPAF Only)
	__________
	

	C2.  Contract Compliance
	__________
	

	C3.  Government Property
	__________
	

	D.  Quality Control (25% of the total)
	
	

	D1.  QC System Implementation
	__________
	

	D2.  Documentation
	__________
	


                                                                                         NAME, RANK,








     Position (e.g. COR, AFEB Member, etc)

SAMPLE

RECOMMENDATION WORKSHEET

Roll up of Monitors & AFEB Recommendations

	Evaluation Period: _____________________________                   Contractor: _______________________________________________

Contra    Contract Number: ______________________________                   Date of Report: ____________________________________________

Contract Function: Supply (30% of total contract weight)

	Performance Criteria
	Individual Monitor or AFEB Member Ratings
	Total Points
	Avg. Rating
	Weighted Sub-Factor
	Sub-Factor

Rating
	Weighted

Factor
	Factor

Rating

	
	Mbr 1
	Mbr 2
	Mbr 3
	Mbr 4
	Mbr 5
	
	
	
	
	
	

	A. Performance of Work (40% of total)
	
	
	
	
	
	
	
	
	
	
	

	A1. Quality
	
	
	
	
	
	
	
	X .50
	=
	
	

	A2. Schedule
	
	
	
	
	
	
	
	X .30
	=
	
	

	A3. Info/Data Requirements
	
	
	
	
	
	
	
	X .20
	=
	
	

	
	
	
	
	
	
	
	
	
	
	X .40
	=

	B. Technical Management (15% of the total)
	
	
	
	
	
	
	
	
	
	
	

	B1. Organization/Personnel
	
	
	
	
	
	
	
	X .50
	=
	
	

	B2. Problem Resolution/Communication
	
	
	
	
	
	
	
	X .50
	=
	
	

	
	
	
	
	
	
	
	
	
	
	X .15
	=

	C. Business Management (20% of the total)
	
	
	
	
	
	
	
	
	
	
	

	C1. Cost Control (CPAF Only)
	
	
	
	
	
	
	
	X .60
	=
	
	

	C2. Contract Compliance
	
	
	
	
	
	
	
	X .20
	=
	
	

	C3.  Government Property
	
	
	
	
	
	
	
	X .20
	=
	
	

	
	
	
	
	
	
	
	
	
	
	X .20
	=

	D. Quality Control (25% of the total)
	
	
	
	
	
	
	
	
	
	
	

	D1. QC System Implementation
	
	
	
	
	
	
	
	X .70
	=
	
	

	D2. Documentation
	
	
	
	
	
	
	
	X .30
	=
	
	

	
	
	
	
	
	
	
	
	
	
	X .25
	=

	
	
	
	
	
	
	
	
	Total Rating (if (60) or (70) - less enter 0, SEE TABLE)
	
	   100
	=

	
	
	
	
	
	
	
	
	Functional Percentage of Contract
	
	X .30
	=


SAMPLE

AWARD-FEE PLAN FOR CPAF CONTRACT

 (COVER SHEET:  Fill-in information is shown in bold italics.)

AWARD-FEE PLAN

FOR

(TITLE OF PROGRAM)

(DATE OF APPROVAL)

(Contractor's Name)

Tailor to your acquisition. 
This example only provides an outline of common requirements of an AF Plan

COORDINATED:  




APPROVED:

_______________________


_______________________

Contracting Officer



Award Fee Determining Official

AWARD FEE PLAN (CPAF)
CONTRACT DABKXX-XX-X-XXXX
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AWARD FEE PLAN

1.  PURPOSE:  This award fee plan (AFP) describes the policies and procedures for determining award fees and outlines the duties and responsibilities of personnel associated with the award fee process.

2.  SCOPE:  This plan, in conjunction with the Quality Assurance Surveillance Plan enables the Award Fee Evaluation Board (AFEB) or Contracting Officer (CO) to develop award fee recommendations.  It describes the methodology used to calculate award fees and for presenting a written assessment of contractor performance.  It also provides for making changes to the AFP as warranted by circumstances, and for the contractor to receive and comment on periodic performance evaluations. 

3.  ORGANIZATION:  The award fee process involves personnel within the ____(identify installation activities)___.  The organization may change from time to time; however, the basic responsibilities described herein shall continue during the term of the contract. 

4.  RESPONSIBILITIES:

4.1. Contracting Officer (CO).  The CO is the person administering the contract on behalf of the Government and is generally a non-voting member of the AFEB.  If the CO will act as the selecting official rather than a separately appointed the Award Fee Determining Official, a Contract Specialist (non-voting) will pick up the board member duties.  The CO is responsible for ensuring that assigned personnel complete contractor performance reports in a timely and proper manner and for preparation of the initial award fee recommendation to the AFDO.  The CO transmits the award fee determination letter to the contractor, and advises the contractor of any changes in the AFP.  

4.2. Performance Monitors.  Generally the senior Performance Monitor for an AF contract will be appointed a Contracting Officer's Representative (COR) by the CO.  The COR may act as the CO's authorized representative in administering the contract within assigned areas of responsibilities and will generally be responsible for both AF evaluations as well as surveillance under other terms of the contract (compliance reviews under provisions such as "Inspection of Services" clause of the contract).  The COR, along with other performance monitors/technical inspectors or Quality Assurance Representatives (QAEs) will evaluate the contractor's performance within designated functional areas and perform other duties as authorized by the CO.  AF duties include: surveillance of performance; maintaining written records of the contractor's performance throughout the evaluation period; developing evaluation reports for submission to the CO; and, recommending appropriate changes to the AFP.  

4.2.1. Quality Assurance Evaluator (QAE).  The QAE(s) evaluates the Contractor's performance within designated functional areas, and performs other duties as assigned by the COR.  Each 
QAE will provide summarized findings for each award fee evaluation to the AFEB.  The QAE generally works for and reports to the COR.
4.3. Award Fee Evaluation Board (AFEB).  Members of the AFEB are designated personnel who review the recommended award fee submitted by the CO.  The AFEB assures that the recommendations are consistent with available data.  The board may submit changes to fee recommendations to the Award Fee Determining Official (AFDO).  The AFEB members are listed at Attachment A.

4.3.1. AFEB Chairperson.  This person is appointed by the AFDO and is responsible for: calling board meetings and chairing the meetings; recommending appointment of non-voting members to assist the board; documenting the board’s activities; preparing the board's award fee recommendation; approving AFEB reports for submission to the AFDO; briefing the AFDO on the contractor's overall performance and board recommended earned-award-fee and, recommending significant award-fee plan changes to the AFDO.  
4.3.2. AFEB Facilitator.  In larger contracts, an AFEB Facilitator may be appointed to assume some of the administrative work of this position.  Duties would be assigned by the Chairman.
4.3.3. AFEB Recorder:  The AFEB Recorder is designated by the AFEB Chairperson, and is responsible for coordinating the administrative actions required by the AFDO and AFEB.  This position would generally be a non-voting member (unless these duties are assigned as additional duties to another voting board member).  Responsibilities include notifying performance monitors that evaluations are due; receiving, processing and distributing evaluation reports; and documenting AFEB activities.  

4.4. Award Fee Determining Official (AFDO):  The AFDO is the designated official who determines the amount of fee to be awarded to the contractor, based on recommendations submitted by the AFEB.  The AFDO determination is provided to the CO for disposition and payments to the contractor.

5.   AWARD FEE REQUIREMENTS:

5.1. The total award fee earned by the contractor shall be determined (activity determines timeframe - i.e. quarterly, every 4 months, semi-annually, etc) based on evaluations of the contractor's performance.  The available award fee for each evaluation period is shown in Attachment 2.  The contractor will be provided a copy of this plan and the award fee report prepared by the AFEB.  

5.2. Performance criteria established will remain throughout the life of the contract unless changed by a modification to the contract.  However, criteria will not be changed during the evaluation period unless mutually agreed to.  Criteria may be unilaterally changed by the government for future rating periods with a written notice NLT (10, 20, 30 days, etc) prior to the end of the current rating period.  

5.2.1. Performance of Work:
5.2.1.1. Quality.  The contractor's compliance with contract specifications and regulatory procedures will be evaluated by the CORs, QAEs, inspectors and/or technical monitors to determine if the quality established in the contract and regulatory guidelines is being met.

5.2.1.2. Timeliness.  The contractor’s compliance with processing times, reporting requirements, and production schedules will be evaluated.  The evaluation will determine whether the contractor is performing effectively under the schedules and time frames established in the contract.

5.2.1.3. Technical Data Requirements.  The contractor’s reports, records, schedules, etc., will be evaluated for accuracy, completeness, and quality as required in the contract.

5.2.2. Technical Management:
5.2.2.1. Staffing and Personnel.  The contractor's recruitment, placement and training programs to insure that the contractor provides the necessary trained personnel to meet performance requirements will be evaluated.  The contractor’s utilization of personnel will be evaluated to determine degree of efficiency and effectiveness.  Factors such as control of nonproductive time, use of skills appropriate to the tasks, classification of personnel for required tasks, adequacy of supervision, work scheduling and assignments, and use of materials and supplies will be evaluated.

5.2.2.2. Problem Resolution and Communication.  The contractor’s decisions, recommendations, and actions to anticipate and proactively resolve problematic situations will be evaluated.  The adequacy, accuracy and efficiency of the contractor's communication with the Government will be assessed, as well as the authority, responsibility, and initiative displayed by the contractor in problem resolution.  The degree to which the contractor relies on the Government for guidance or decisions in areas that are properly the contractor's responsibility will be evaluated.

5.2.3. Business Management
5.2.3.1. Cost Control.  The contractor's efforts to control and reduce costs through effective cost accounting and collection systems, budgeting procedures and programming techniques will be evaluated.  Whenever the contractor’s actual costs significantly vary from anticipated costs, a detailed analysis of the reasons for the variation and an assessment of the contractor’s role in creating or contributing to the variance will be performed.

5.2.3.2. Subcontracting Plans and Practices.  The contractor’s implementation of the accepted subcontracting plan, including the degree to which specific goals were achieved, will be assessed.  The effect on contract performance will be assessed relative to the contractor’s supplier and subcontracting operations and management, small business programs, and degree of competition obtained.

5.2.3.3. Government Property.  The contractor's implementation of the contractor’s property control plan will be evaluated.  Government property identification, control, reporting, inventory, care, maintenance, and utilization will be assessed for compliance with the property control plan approved by the government.

5.2.3.4. Management/Employee Programs.  The contractor's labor and employee relations efforts and the resultant impact on contract performance will be evaluated.  The effectiveness of the contractor’s programs for equal opportunity, safety, employee incentives, energy conservation, and upward mobility will be assessed.

5.2.4. Quality Control
5.2.4.1. Quality Control System Implementation.  The implementation of the quality control plan (QCP) will be evaluated to determine the effectiveness of the program in regards to the service provided to the government.  The effect of changes or modifications to the QCP for correction of recurring problems or deficiencies will be evaluated.  The overall performance of the customer feed-back and/or complaint program will be assessed.

5.2.4.2. Corrective Action.  The contractor’s response to both internal and Government corrective actions will be evaluated.  The effectiveness and efficiency of immediate problem resolution actions and long term preventive management actions will be assessed.

5.2.4.3. Documentation, Records, and Reports.  The overall effectiveness and timeliness of the contractor's documentation, records maintenance, and reporting of quality related issues will be evaluated. 

5.3. The performance criteria are weighted to express their relative importance.  These weights are assigned with the assumption that no significant incident has occurred during the monthly evaluation cycle that is of such magnitude that it merits waiver of these weights.  Any change in the criteria weights is the responsibility of the ACO and must be supported in writing.

5.3.1.
The relative weights of the performance elements and evaluation factors are:

5.3.1.1.
Performance of Work (
% of the total)

-
Quality    (   %)

-
Timeliness


-
Technical Data Requirements


5.3.1.2. Technical Management (
% of the total)

-
Staffing and Personnel

-
Efficiency

-
Problem Resolution and Communication

5.3.1.3.
Business Management (
% of the total)

-
Cost Control

-
Subcontracting Plans and Practices

-
Government Property

-
Local Autonomy

-
Management/Employee Programs

5.3.1.4.
Quality Control (
% of the total)

-
System Implementation and Maintenance

-
Corrective Action

-
Documentation, Records and Reports

5.4. Each evaluation factor has been assigned an adjective and numerical rating for each monthly evaluation period.  The adjectival rating, numerical rating and their corresponding rating description will be used to determine award fee and are as follows:

ADJECTIVAL
NUMERICAL

RATING

RATING

RATING DESCRIPTION

Excellent                          90-100
Performance is excellent in all significant aspects.  There are no areas of less than above average performance.  Contractor initiative is evident by quality and efficiency of work performed.  Areas in need of improvement are few and are minor.

Very Good                         81-90
Performance is very effective, efficient and fully responsive to contract requirements.  Surveillance indicates there were a few minor deficiencies that have little or no adverse effect on overall performance.

Above Average                 71-80
Performance is effective and fully responsive to contract requirements.  There were few reportable deficiencies during the evaluation period and these had little or no adverse effect on overall performance.

Satisfactory                       61-70*
Performance is equivalent to that expected of an average contractor.  There are significant areas where performance is below average, but they are partially offset by areas of above average performance. Deficiencies exist with few or no offsetting areas of average or above average performance.

Poor/Unsat                      Below 61*
Performance does not meet acceptable standards in one or more areas.  Remedial action is required in one or more areas; deficiencies exist in one or more areas that adversely affect overall performance. 

*These levels of performance earn no award fee. 

6.  FEE FACTOR COMPUTATION:  Each function has been assigned a weight based on either level of effort required or desired by the contractor, or relative importance of the activity to the Government, or a combination of both.  This weight represents the percentages of total award fee available to each separate evaluation period and will be used for computing fee recommendations.  See Exhibit 1. 

7.  FUNCTIONS TO BE EVALUATED:  The functions to be evaluated are:

(List the functional areas that will be evaluated for award fee.  This list represents areas that the government has identified in the contract for performance incentives, and does not have to contain all functions and/or performance outcomes covered by the contract).
8.  CONVERSION OF SCORES TO AWARD FEE:  The chart at Exhibit 1 will be used for conversion of raw scores to recommended award fee.  As with the weights of the performance elements and evaluations factors, significant findings involving contractor performance can override this conversion chart.

9.  EVALUATION PROCEDURE:

9.1. The basis for the performance evaluations will be the on-going monitoring accomplished by the CO and COR staffs.

9.2. The CO will perform a monthly evaluation report of Business Management.  The COR will prepare monthly evaluation reports for Performance of Work, Technical Management and Quality Control.

9.3. The COR/monitors will submit their recommendations and evaluations supported by scores and a brief narrative describing significant findings to the CO.  (Note:  see Sample reports in Exhibit B - include these or other similar evaluator's worksheet in this plan.)  Submissions shall be completed by the 5th working day of each month.
9.3.1. The contractor will be evaluated based on performance as it relates to the award fee plan. The contractor’s performance towards meeting these requirements shall be the paramount consideration in determining the earned award fee.  The major functional areas on which this AFP is based and their relative (weighted) importance for purposes of measuring the contractor’s performance are shown in Attachment ___.  
9.3.2. Each performance monitor will evaluate the contractor’s performance against the criteria listed in the AF plan.  Each rating must be accompanied by sufficient justification for the AFEB to validate the rating.  The performance rating will be mailed directly to the AFEB Chairman/Facilitator for consolidation and will be included in the end of period evaluation reports.
9.4. Contractor Self Assessment.  The contractor may submit a written self-evaluation to the CO within 7 calendar days after the end of the evaluation period.  This evaluation/assessment should contain any information that may reasonably be expected to assist the AFEB in evaluating the contractor’s performance.  The contractor’s self-assessment may not exceed ten (10) single sided pages.  

9.5. End of Period Evaluations.  The AFEB Chairman/Facilitator compiles all evaluation reports and the contractor's optional self-assessment evaluation and prepares the briefing for the AFEB.  The AFEB convenes 14 calendar days after the end of the evaluation period to evaluate all data for recommendation of earned award fee.  Should a single Contractor Performance Rating be less than Satisfactory, the AFEB will immediately validate the sub-standard report.  The contractor shall have the opportunity to comment on such a report.  The AFEB must render a conclusion on whether the report is substantiated prior to proceeding on with the AF determination.  Should the sub-standard report be substantiated, the AFEB may determine that the contractor is not entitled to any award fee for that evaluation period.  

9.5.1. The CO may furnish the contractor a summary report for the evaluation period, based upon major criteria.  The contractor may be allowed to present any data or information on its behalf prior to a final determination of award fee.  If requested, the CO will arrange for a presentation to the AFEB by the contractor’s top management personnel.  The objective of the meeting is two-fold: (1) to give the contractor the opportunity to describe and support the nature of its performance during the evaluation period, and (2) to acknowledge meritorious work as well as to identify performance areas requiring correction or improvement.  It shall not be the objective of the meeting "to negotiate" the amount of award fee.  
9.5.2. AFEB RECOMMENDATIONS:  The CO will prepare a report to the AFEB members for the evaluation period.  The report will include the COR input, contractor's comments, and any additional documentation to support the fee recommendation.  The CO will schedule an AFEB meeting during the month following the evaluation period.  The CO report will be distributed (3) days prior to the AFEB meeting.  Members of the COR's staff will be available during the AFEB meeting to provide individual briefings or additional data to the Board members on any area requiring clarification.  The Board will approve, modify, or disapprove recommendations as appropriate.  The Board's decision will be reduced to writing and attached to the Award Fee Recommendation (AFR) Report.  

10. AWARD FEE DETERMINING OFFICIAL (AFDO) DETERMINATION.

10.1. The AFEB recommendation is finalized and presented to the AFDO by the AFEB Chairman along with any contractor comments.  The AFDO will determine the award fee amount based on the AFEB report and his own perception of the contractor's performance.  The approved (Quarterly, Semi-Annual, etc) Fee Determination signed by the AFDO will be forwarded to the CO within 7 calendar days after receipt of the AFEB evaluation report and briefing.  The CO will notify the contractor of the end of period evaluation results and earned award fee determined payable.  
10.2. The contractor has 7 calendar days after notification of the end of period evaluation results to file a reclama to the AFDO.  Any reclama submitted must be reviewed by the AFDO with a final decision submitted to the CO within 7 calendar days after receipt of reclama.  The final decision is then provided to the contractor by the CO.
10.3. If an AF has been determined payable, the CO will prepare a unilateral change order to the contract and furnish it to the contractor and appropriate Government offices.  The approved AF report is retained by the CO as part of the official contract file. 
10.4 Payment of the award fee will be made upon submission of an invoice by the contractor.
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Figure 1: Award Fee Process
11.  CHANGES TO THE AWARD FEE PLAN AND PROCEDURES.  Personnel involved in the administration of the award fee provisions of the contract are encouraged to recommend changes in plan coverage when there is a change in management emphasis, to motivate higher performance levels, or to improve the award fee determination process.  Recommended changes will be submitted to the CO for consideration and drafting.  The AFEB will review recommended CO changes and provide input to the AFDO on their recommendations.  The AFDO will approve all changes to the plan prior to implementation.

12.  CONTROL OF DOCUMENTS:  The contents of the AF plan as well as evaluation reports from the CORs and technical monitors, reports to the AFEB and AFDO, and documentation supporting the award fee determination are procurement sensitive and shall not be released outside of government channels.  The CO will maintain only the minimum number of copies of all award fee documents and reports prepared in accordance with this plan.  All working papers developed during the AF determination process shall be destroyed or given to the CO for safekeeping.
13.  CONTRACT TERMINATION:  If the contract is terminated for the convenience of the Government after the start of an award fee evaluation period, the award fee deemed earned for that period shall be determined by the AFDO using the normal award fee evaluation process as identified previously.  After termination for convenience, the remaining award fee amounts allocated to all subsequent award fee evaluation periods cannot be earned by the contractor and, therefore, shall not be paid.

Exhibit 1

SAMPLE

AWARD FEE CONVERSION CHART

PERFORMANCE
% OF AVAILABLE

PERFORMANCE
% OF AVAILABLE

  SCORE

  AWARD FEE
 
   SCORE
        AWARD FEE

100

  
100.0



75


19.0


99


99.0



74


15.0


98


98.0



73


11.0


97


96.0



72


 7.0


96


94.0



71


 3.0


95


92.0



70


 0.0


94


90.0






93


88.0





92


85.0






91


82.0






90


77.0






89


75.0






88


72.0





87


69.0




86


66.0





85


62.0






84


58.0






83


54.0






82


50.0






81


47.0





80


40.0





79


33.0





78


30.0





77


26.0






76


22.0





Attachment 1 

AWARD-FEE ORGANIZATION
(List AFDO and members of AFEB.  Show title, functional activity and role in Award Fee process.)

Attachment 2

AWARD-FEE ALLOCATION BY EVALUATION PERIODS
(Show amount of award fee available for each evaluation period) 

SAMPLE

AWARD FEE PLAN FOR FPAF CONTRACTS
(COVER SHEET:  Fill-in information is shown in bold italics.)

AWARD-FEE PLAN

FOR

(TITLE OF PROGRAM)

(DATE OF APPROVAL)

(Contractor’s Name)

The attached Award Fee Plan for ___(Solicitation description) _____ is hereby approved.

COORDINATED:





APPROVED:

________________________



________________________

Contracting Officer





Award Fee Determining Official

COORDINATION PAGE

The attached Award Fee Plan for the XXXX Solicitation has been reviewed and approval is recommended.

DIRECTORATE 

 

 

 SIGNATURE          DATE

Chief, XXXXXX Division



           _____________________

Chief, XXXXXXX Division


           _____________________

Contracting Officer 




_____________________
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1.0
INTRODUCTION
This Award Fee Plan (AFP) is the basis for program evaluation of the contractor’s performance of ______(contract description________ that will be presented to the Award Fee Determining Official (AFDO).  The specific criteria and procedures used to assess the contractor’s performance and to determine the amount of award fee earned are described herein.  

The award fee is in addition to the Fixed Price provisions of the contract.  The award fee earned and payable will be determined by the AFDO based upon review of the contractor's performance against the criteria set forth in this plan.  The AFP may be unilaterally changed by the AFDO, except for conditions that otherwise require mutual agreement under the contract, 30 days prior to the start of the affected evaluation period.  Changes to the AFP that are applicable to a current evaluation period will be incorporated bilaterally.  All changes to the AFP will be issued by the contracting officer.

2.0
ORGANIZATIONAL STRUCTURE
The following organizational structure and responsibilities are established for administering the award fee provisions of the contract.  The AFDO, Award Fee Evaluation Board (AFEB) members, and performance monitors are listed in Attachment 1.  Performance Monitors/CORs/QAEs/technical monitors are not official members of the AFEB.

a. Award Fee Determining Official.  The AFDO (may be the Contracting Officer) reviews the recommendation(s) of the AFEB, considers all pertinent data, and either approves the recommended earned award fee or recalculates the earned award fee based on the AFDO’s findings.  The AFDO is the approval authority for changes to the AFP.

b. Award Fee Evaluation Board (AFEB).  The AFEB consists of:  the Chairperson; the CO (if not the AFDO); the Facilitator; the Recorder; and other functional area participants.  If the CO is acting as the determining official a contract representative (contract specialist or administrator) shall be appointed as a board member AFEB members: review performance monitors’ evaluations of the contractor's performance considering all information from pertinent sources; prepare and consolidate end of period performance reports; and calculate the earned award fee for recommendation to the AFDO. 



(1) AFEB Chairperson.  In addition to chairing AFEB meetings and being a participatory member of the AFEB, the AFEB Chairperson is responsible for:  recommending appointment of non-voting members to assist the AFEB in performing its functions; and approval of the AFEB reports for submission to the AFDO.

(2) Contracting Officer.  The CO is a non-voting member of the AFEB and functions as the liaison between contractor and Government personnel.  The CO will issue contract modifications as necessary to support the award fee process and will notify the contractor of the initial and final performance findings.



(3) AFEB Facilitator.  Larger requirements may need a "facilitator" to assist the Chairperson.  If a facilitator is appointed, they may also be a voting, participatory member of the AFEB.  The Chairperson assumes this role if no facilitator is appointed.  The AFEB Facilitator is responsible for: total coordination of the Award Fee process; preparation of performance reports and Award Fee recommendations for approval by the AFEB Chairperson; presentation of approved AFEB reports and recommendations to the AFDO; and training of the performance monitors.  As necessary, the AFEB Facilitator will solicit, compile and analyze data relating to trends in contractor performance and identify problem areas.



(4) AFEB Recorder.  The AFEB recorder is a non-voting member or a general member with additional duties and is responsible for coordinating the administrative actions necessary to implement the AFP.


c. Performance Monitors.  Generally the senior Performance Monitor for an AF contract will be appointed a Contracting Officer's Representative (COR) by the CO.  Provides written evaluation reports and recommendations to the CO for use by the AFEB.  The COR may act as the CO's authorized representative in administering the contract within assigned areas of responsibilities and will generally be responsible for both AF evaluations as well as surveillance under other terms of the contract (compliance reviews under provisions such as "Inspection of Services" clause of the contract).  The COR, along with other performance monitors/technical inspectors or Quality Assurance Representatives (QAEs) will evaluate the contractor's performance within designated functional areas and perform other duties as authorized by the CO.  AF duties include: surveillance of performance; maintaining written records of the contractor's performance throughout the evaluation period; developing evaluation reports for use by the AFEB; and, recommending appropriate changes to the AFP.  
3.0
AWARD FEE PROCESS.  Note: detail the process used for the acquisition; e.g., interim evaluation periods may or may not be in your acquisition; you have some flexibility in establishing the timetable for certain events; contractor's self-assessments may or may not be used, etc.  See Figure 1 for a chart of this process.

a. Evaluation Periods.  The evaluation period is the period of time during which the contractor’s performance of the contract requirements is being evaluated.  The evaluation periods are shown in Attachment 2. 


b. Available Award Fee Amount.  The amount of available award fee is equal to        % of the Fixed Price efforts performed during the evaluation period.  The earned award fee is the amount of fee awarded to the contractor based on its performance of those Fixed Price efforts and is allocated as a percentage of the available award fee, ranging from 0% to 100%.  Under no circumstances will the contractor be able to recoup (earn later) any portion of an award fee that was available in a previous evaluation period.


c. Performance Evaluation Factors.  The contractor will be evaluated based on its collective performance as it relates to specific areas of contract requirements.  The contractor’s performance towards meeting these requirements shall be the paramount consideration in determining the earned award fee.  The major functional areas on which this AFP is based and their relative (weighted) importance for purposes of measuring the contractor’s performance are shown in Attachment 3.  Examples of how weighted scores are calculated are also shown in Attachment 3.  In order for the contractor to qualify for an award fee, a minimum rating of Satisfactory must be attained across all contract performance areas, per Statement of Objectives (SOO) paragraph _______.
d. Performance Evaluation Criteria.  Attachment 4 to this plan uses adjectival ratings as well as a numerical scoring system of 0-100 points that will be used in conjunction with the function area evaluations for earned award fee determination.  Earned award fee is calculated by applying the total numerical score to the available award fee amount. 


e. Contractor Performance Rating.  Each performance monitor will evaluate the contractor’s performance against the standards contained in SOO paragraph ____and Attachment 4 of this plan.  Each rating must be accompanied by sufficient justification for the AFEB to validate the rating.  The performance rating will be mailed directly to the AFEB Chairperson/Facilitator for consolidation and will be included in the end of period evaluation reports per Attachment 5.

f. Contractor Self Assessment.  The contractor may submit a written self-evaluation to the CO within 7 calendar days after the end of the evaluation period.  This evaluation/assessment should contain any information that may reasonably be expected to assist the AFEB in evaluating the contractor’s performance.  The contractor’s self-assessment may not exceed ten (10) single sided pages.  


g. End of Period Evaluations.  The AFEB Recorder issues end of period evaluation notices to each Performance Monitor 30 calendar days before the end of the evaluation period. Performance Monitors submit their Contractor Performance Rating reports (Attachment 5) to the AFEB Facilitator 7 calendar days after the end of the evaluation period.  The AFEB Facilitator compiles all evaluation reports and the contractor's optional self-assessment evaluation and prepares the briefing for the AFEB.  The AFEB convenes 14 calendar days after the end of the evaluation period to evaluate all data for recommendation of earned award fee.  Should a single Contractor Performance Rating be less than Satisfactory, the AFEB will immediately validate the sub-standard report.  The contractor shall have the opportunity to comment on such a report.  The AFEB must render a conclusion on whether the report is substantiated prior to proceeding on with the AF determination.  Should the sub-standard report be substantiated, the AFEB may determine that the contractor is not entitled to any award fee for that evaluation period.  The AFDO will notify the CO of the initial determination within 7 calendar days after receipt of the AFEB evaluation report and briefing.  The CO will notify the contractor of the end of period evaluation results and earned award fee amount.  This opportunity is provided to allow the contractor to clarify and/or justify any extenuating circumstances that might assist the AFDO to more clearly understand issues that might have affected the AFDO’s initial determination.  The contractor will only be afforded this opportunity for the initial determination and must submit any reclama within 7 calendar days after notification of the initial AF determination.  The AFDO will consider the contractor's reclama, determine a final AF, and forward the final determination to the CO within 7 calendar days after receipt of the contractor's reclama.  (See Figure 1)
Figure 1:  End of Period Performance Evaluation Process
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4.0
AFP CHANGE PROCEDURE
The CO will notify the contractor of any approved change(s) by issuing a modification to the contract.  Unilateral changes may be made to the AFP before the start of the upcoming evaluation period.  Changes affecting the current evaluation period will be bilateral.

5.0
CONTRACT TERMINATION
If the contract is terminated for the convenience of the Government after the start of an award fee evaluation period, the award fee deemed earned for that period shall be determined by the AFDO using the normal award fee evaluation process as identified in Section 3.0, above.  After termination for convenience, the remaining award fee amounts allocated to all subsequent award fee evaluation periods cannot be earned by the contractor and, therefore, shall not be paid.

ATTACHMENT 1
AWARD FEE ORGANIZATION

Members

	Award Fee Determining Official: ________________________
	

	
	

	Award Fee Evaluation  Board Chairperson: ________________
	

	
	

	Performance Evaluation  Board Members:
	

	
	

	
	

	
	

	Performance Monitors
	

	  XXXX Performance Monitor
	

	  XXXX Performance Monitor
	

	  XXXX Performance Monitor
	

	  XXXX Performance Monitor
	


  XXXX Performance Monitor

  Recorder * __________________________

*  Non-voting member

ATTACHMENT 2
AWARD FEE EVALUATION PERIODS

The award fee earned by the contractor will be determined at the completion of each evaluation period shown below.  The percentage shown corresponding to each period is the maximum available award fee amount that can be earned during that particular period and is equal to 10% of the total of all fixed price efforts performed during that evaluation period.  (Note:  Fill in the table specific to the acquisition.)
Evaluation Period

Duration

Maximum Award Fee
1 LOT I (Phase-In)

3 Months

10% of Total FP/Period

2 LOT II


Quarterly

10% of Total FP/Period

3 LOT III


Quarterly

10% of Total FP/Period

4 LOT IV


Quarterly

10% of Total FP/Period

5 LOT V


Quarterly

10% of Total FP/Period

6 LOT VI


Quarterly

10% of Total FP/Period

7 LOT VII (Transition)
3 Months

10% of Total FP/Period

ATTACHMENT 3
PERFORMANCE EVALUATION FACTORS

The following are performance factors/subfactors that will be evaluated for calculation of earned award fee.  Each factor has a weight assigned which when multiplied by the points awarded for the associated evaluation criteria, becomes the weighted score for that factor.  The sum of the weighted scores is then multiplied against the available award fee to arrive at the earned award fee that will be presented to the AFDO and PCO for approval.  For those factors having subfactors, the assigned weight is the sum of its subfactors. 

Evaluation Period 1:

Factor/Subfactor



Weight
Phase-In Activities



  30%

AIS Development



  40%

Program Management



      30%

Evaluation Periods 2 - 6:

Factor/Subfactor



Weight
Meeting Training Mission Need

  75%


Site 1 or Criteria 1

    25%


Site 2 or Criteria 2

    12%


Site 3 or Criteria 3

    12%


Site 4 or Criteria 4

      6%


Site 5 or Criteria 5

    20%
Lifecycle Sustainment


  20%

Configuration Management & Data
    5%

Evaluation Period 7 (if required):

Factor/Subfactor



Weight
Phase-Out Activities



75%

Transition


  

25%

NOTE:  The percentage weights assigned to the factors/subfactors above are quantifying devices only.  Their sole purpose is to provide guidance in arriving at a general assessment of the amount of award fee earned.  In no way do they imply an arithmetical precision to any judgmental determination of the contractor’s overall performance and amount of award fee earned.

Subfactor Calculation Example:

The following are examples of how both factor and subfactor weighted scores are calculated and how these scores might be used to arrive at an earned award fee value:






       Subfactor
       
Factor
               Weighted

Subfactor


Rating



Weight    
Weight
Score    *
xxxx



    78
 
  x
    25%      /
   75%
     =
    26.0

xxxx


   
    84
  
  x
    12%      /
   75%
     =
    13.4

xxxx

    

    75     
  x
     12%     / 
   75%
     =         12.0

xxxx

   

    90   
 
  x
       6%     /
   75%     = 
      7.2

xxxx


    
    87    
  x
     20%    /
   75%     =
    23.2





Total for Factor
    



    81.8

* Subfactor weighted scores are calculated as follows: [Rating x Subfactor Weight] / Factor Weight = Weighted Score

Factor Calculation Example:









            Weighted

Factor




Rating


  Weight
  Score      
Training


   
 81.8    
x
    75%      =
   61.4

LCS




 80.0    
x
    20%      =
   16.0

Config & AIS Data 


 92.1    
x
      5%      =
     4.6







Total

  100%      =
   82.0%

If, in this example the available award fee is $1,000,000 the earned award fee for the evaluation period would be derived as follows:

Evaluation Period Available Award Fee


$1,000,000

Total Weighted Score



     
   
    x  82.0%


EARNED AWARD FEE


  $820,000

ATTACHMENT 4

PERFORMANCE EVALUATION CRITERIA
(NOTE:  No award fee will be paid for performance at or below the satisfactory level)

Evaluation Period 1:

Phase-In Activities

EXCELLENT (Point Range 76-100)

Contractor has completed joint inventories of the support equipment, spares, tools and test equipment and documentation by the 80th day of the Phase-In period.  Contractor has all site personnel hired, trained, and operational by the 80th day of the Phase-In period.  Contractor shows consistent progress and solves any problems without government intervention. 

VERY GOOD (Point Range 26-75)


Contractor has completed joint inventories of the support equipment, spares, tools and test equipment and documentation by the 85th day of the Phase-In period.  Contractor has all site personnel hired, trained, and operational by the 85th day of the Phase-In period.  Contractor shows consistent progress and problems are communicated to Government personnel with recommended solutions.  Recommended solutions require no government intervention.  

GOOD (Point Range 1-25)

Contractor has completed joint inventories of the support equipment, spares, tools and test equipment and documentation by the 90th day of the Phase-In period.  Contractor has all site personnel hired, trained, and operational by the 90th day of the Phase-In period. Contractor shows progress and problems are communicated to Government personnel with recommended solutions which require some government intervention.  

SATISFACTORY

Contractor meets contract requirements of SOO paragraph_____
AIS Development
EXCELLENT (Point Range 76-100)

Contractor is fully functional by the 80th day of the Phase-In period. Contractor has no deficiencies remaining unresolved by the of the 80th day of the Phase-In period. Contractor has provided AIS training for Government personnel by the 80th day of the Phase-In period.

VERY GOOD (Point Range 26-75)

Contractor is fully functional by the 85th day of the Phase-In period. Contractor has few, if any, minor unresolved deficiencies and no major deficiencies noted by the 85th day of the Phase-In period and with no deficiencies remaining unresolved at the end of the Phase-In period.  (Minor deficiencies can be resolved in one day or less.) Contractor has provided AIS training for Government personnel by the 85th day of the Phase-In period.    

GOOD (Point Range 1-25)

Contractor is fully functional by the 90th day of the Phase-In period.  Contractor has no major system deficiencies or no more than 10 minor unresolved system deficiencies noted by the 90th day of the Phase-In period and with no deficiencies remaining unresolved at the end of the Phase-In period.  (Major deficiencies will be resolved in three days or less.  Minor deficiencies will be resolved in one day or less.) Contractor has provided AIS training for Government personnel by the 90th day of the Phase-In period.   

SATISFACTORY

Contractor meets contract requirements of SOO paragraph______
Program Management

EXCELLENT (Point Range 76-100)

Contractor is committed to accomplishing all Phase-In tasks by the 80th day of the Phase-In period. All proposed critical Program Management positions have been filled with qualified personnel by the 30th day of the Phase-In period.  Contractor identifies and communicates potential problem areas and issues and executes plans to solve those problems with no Government intervention. 

VERY GOOD  (Point Range 26-75)

Contractor is committed to accomplishing all Phase-In tasks by the 85th day of the Phase-In period.  All proposed critical Program Management positions have been filled with qualified personnel by the 60th day of the Phase-In period. Contractor identifies potential problem areas and issues and has proposed approaches to solve those problems with minimal Government intervention.

GOOD (Point Range 1-25)

Contractor is committed to accomplishing all Phase-In tasks by the 90th day of the Phase-In period.  All proposed critical Program Management positions have been filled with qualified personnel by the 90th day of the Phase-In period. Contractor is active in identifying potential problem areas and solutions.

SATISFACTORY

Contractor meets contract requirements of SOO paragraph 3.0.2 & 3.14.1.

Evaluation Periods 2 - 6:

MEETING TRAINING MISSION NEED
EXCELLENT (Point Range 76-100)

Contractor meets contract requirements and performs to the standards within SOO paragraph 3.16.2. Contractor consistently makes major contributions to the achievement of the training mission(s) through initiative, proactive action, and/or cooperation.   

VERY GOOD (Point Range 26-75)

Contractor meets contract requirements and performs to the standards within SOO paragraph 3.16.2. Contractor makes major contributions to the achievement of the training mission(s) through initiative, proactive action, and/or cooperation.   

GOOD (Point Range 1-25)

Contractor meets contract requirements and performs to the standards within SOO paragraph 3.16.2.  Contractor makes minor contributions to the achievement of the training mission(s) through initiative, proactive action, and/or cooperation.   

SATISFACTORY

Contractor meets contract requirements and performs to the standards within SOO paragraph 3.16.2 for CTC, AWSS and TES. 

Life-Cycle Sustainment 

EXCELLENT (Point Range 76-100)

Contractor meets contract requirements and performs to the standards within SOO paragraph 3.16.2. Consistently provides requisite information, participation, and viable alternatives/solutions that result in major benefits to the Government.   

VERY GOOD (Point Range 26-75)

Contractor meets contract requirements and performs to the standards within SOO paragraph____.  Provides requisite information, actively participates, and provides viable alternatives/solutions that result in major benefits to the Government.  

GOOD (Point Range 1-25)

Contractor meets contract requirements and performs to the standards within SOO paragraph____.  Submits requisite information, participates, and provides viable alternatives/solutions that result in minor benefits to the Government.  

SATISFACTORY

Contractor meets contract requirements and performs to the standards within SOO paragraph____. 

Configuration Management & AIS Data 

EXCELLENT (Point Range 76-100)

Contractor meets contract requirements and performs to the standards within SOO paragraph 3.16.2. Consistently provides logistics data support (configuration management, data currency, and AIS support) that result in major benefit to the Government.   

VERY GOOD (Point Range 26-75)

Contractor meets contract requirements and performs to the standards within SOO paragraph____.  Provides logistics data support (configuration management, data currency, and AIS support) that result in major benefit to the Government.   

GOOD (Point Range 1-25)

Contractor meets contract requirements and performs to the standards within SOO paragraph_____.  Provides logistics data support (configuration management, data currency, and AIS support) that result in minor benefit to the Government. 

SATISFACTORY

Contractor meets contract requirements and performs to the standards within SOO paragraph 3.16.2. 

Evaluation Period 7:

Phase-Out Activities

EXCELLENT (Point Range 76-100)

Contractor meets all Phase-out tasks by the 90th day of the Phase-Out period. Contractor maintains all equipment to meet contract availability requirements throughout the Phase-Out period.  Contractor proactively provides assistance to contractor and Government personnel to effect a seamless transition.   All GFE is operational and all accountable inventories are in place by the 80th day of the Phase-Out period.  Contractor coordinates with local Government activities, to ensure that there are no Government property/data accountability issues remaining by the 80th day of the Phase-Out period. 

VERY GOOD (Point Range 26-75)

Contractor meets all Phase-out tasks by the 90th day of the Phase-Out period. Contractor maintains all equipment to meet contract availability requirements throughout the Phase-Out period.  Contractor proactively provides assistance to contractor and Government personnel to effect a seamless transition.  All GFE is operational and all accountable inventories are in place by the 85th day of the Phase-Out period.  Contractor coordinates with local Government activities, to ensure that there are no Government property/data accountability issues remaining by the 85th day the Phase-Out period.   

GOOD (Point Range 1-25)

Contractor meets all Phase-out tasks by the 90th day of the Phase-Out period. Contractor maintains all equipment to meet all contract availability requirements throughout the Phase-Out period.  Contractor proactively provides assistance to contractor and Government personnel to effect a seamless transition.   All GFE is operational and all accountable inventories are in place by the 90th day of the Phase-Out period.  Contractor coordinates with local activities, to ensure that there are no Government property/data accountability issues remaining by the 90th day of the Phase-Out period. 

SATISFACTORY

Contractor meets contract requirements of SOO paragraph_____.

AIS Transition

EXCELLENT (Point Range 76-100)

Contractor’s AIS data is fully transferable and useable by the 80th day of the Phase-Out period.   Contractor has no deficiencies remaining unresolved by the 80th day of the Phase-Out period.

VERY GOOD (Point Range 26-75)

Contractor’s AIS data is fully transferable and useable by the 85th day of the Phase-Out period.  Contractor has few, if any, minor unresolved deficiencies and no major deficiencies noted by the 85th day of the Phase-Out period and with no deficiencies remaining unresolved by the end of the Phase-Out period.  (Minor deficiencies can be resolved in one day or less.)

GOOD (Point Range 1-25)

Contractor’s AIS data is fully transferable and useable by the 90th day of the Phase-Out period.  Contractor has no major data deficiencies or no more than 10 minor unresolved data deficiencies noted by the 90th day of the Phase-Out period and with no deficiencies remaining unresolved by the end of the Phase-Out period.  (Major deficiencies will be resolved in three days or less.  Minor deficiencies will be resolved in one day or less.) 

SATISFACTORY

Contractor meets contract requirements of SOO paragraphs_____
ATTACHMENT 5

PERFORMANCE EVALUATION REPORT FORMAT
(See Appendix B of ACA AF Handbook for Sample evaluation reports)

To be completed prior to contract award.

SAMPLE FORMAT FOR THE

AWARD REVIEW BOARD'S AWARD FEE FINDINGS & RECOMMENDATIONS

The award review board for installation)(type of services)________________________
(CPAF/FPAF) contract number __________________ has completed its evaluation of the contractor's performance for the period _________________________.  The evaluation of contractor performance was made against the criteria of:

Award Fee available for contractor performance of work, technical management, business management and quality control: the contract provides for an award fee of $________________.  Of this amount, $__________________ is available for award during the current evaluation period.  Based upon review and analysis of all the data, the award review board finds that the contractor's overall performance merits

AFEB recommends a rating of __________________ percent that equates to an award fee in the amount of ______________.  The following significant findings of contractor's strengths and weaknesses are in support of the recommended award

Fee:

Performance of Work-

Technical Management-

​

Business Management​-

Quality Control-







  ________________________
  CHAIRMAN AFEB

SAMPLE FORMAT 
AWARD FEE DETERMINING OFFICIAL'S DECISION AND REPORT TO THE CONTRACTING OFFICER AND CONTRACTOR

(Enter the following information in body of official letter)

Subject:  Award Fee Determination, Contract XXXXXX

Based upon the findings of the award fee evaluation board for subject contract, I hereby determine that a fee of $________ out of the available fee pool of $__________is awarded to ___(contractor name)___ for the contract period _____ through ________.

OFFICIAL NAME

TITLE

Award Fee Determining Official

Award Fee Best Practices

I. Introduction

    
A.  The U.S. Army Audit Agency conducted a review of Award Fee contracts October 1999 through May 2000 at the U.S. Army Aviation and Missile Command.  Their report dated February 2001 provides an analysis of management concerns based on the review of 6 large cost plus award fee contracts.  The report outlines a number of “Best Practice” recommendations that, when applied to all Award Fee contracts will better assure that award fees are used effectively and to encourage contractor excellence.  The entire audit may be found at web site http://www.aca-nrhq.army.mil click on Reference Library then subject:  Best Practices for Using Award Fees, AA-01-169.

B.  The audit was performed in response to DOD concerns over whether award fees were being used effectively to encourage contractor excellence.  In addition the Under Secretary of Defense (Acquisition and Technology) issued a memorandum to the Service Secretaries, expressing concern that government personnel were granting high award fees that weren’t commensurate with actual contractor performance.

  
C.  This appendix will briefly emphasize key Best Practices identified in report 
AA-01-169. 

II. Results of the audit include:

A.  Weaknesses found in:

1. Developing Award fee plans, 

a. Didn't clearly identify criteria for award fee evaluations.

b. Didn't use program risk as a primary basis for developing criteria.

2. Evaluating contractor performance, 

a. Some criteria weren't appropriate for the established award fee periods.

b. Award fee payment structures often did not encourage contractors to excel.

c. Performance evaluators didn't receive written appointments or adequate training to perform their duties.

3.  Processes for determining and paying award fees needed improvement.  Although the fee payments were generally timely they found on one or more contracts that:

a. Award fee evaluation boards and determining officials did not always adequately document their decisions or clearly explain the rationale for ratings and award fee amounts.

b. Government personnel inappropriately rolled over unearned award fees into subsequent award fee periods. 

c. Contractor personnel were part of the evaluating team process.

d. Evaluation documents were often general, with few specific examples of good or bad contractor performance.

B.  Weaknesses generally existed because:

1.  Command personnel did not have detailed guidance on how to structure award fee plans to help manage risk and motivate contractors.

2.  Sufficient emphasis on managing critical aspects of the award fee process was not evident.

3.  Oversight responsibility was not clearly assigned for making sure the overall award fee process worked effectively.

C.  Due to the weaknesses identified, there was no reasonable assurance that contractors received award fees commensurate with actual performance or that they were motivated to strive for excellence.

 
D.  Conclusion of the audit found improvements needed in:


   
1.  Developing award fee plans,

2.  Evaluating contractor performance, and

 

3.  Determining and paying award fees. 

     
G.  Weaknesses existed because:

1.  Personnel didn't have detailed guidance on how to structure award fee plans to help manage risk and motivate contractors, and

2.  Insufficient emphasis was placed on managing critical aspects of the award fee process.
III. Best Practices were identified in the audit that fall into the four general areas of (A) developing the award fee plan, (B) evaluating performance, (C) determining and paying award fees, and (D) managing the award fee process.  An overview of these concerns and practices include:

A.  Developing the award fee plan.


1.  Best Practice:  The award fee plan should clearly identify criteria for evaluation.  The criteria should focus on the most important aspects of the program of function. 

a. The award fee plan should convey which performance evaluation areas are most critical to program success and evaluation criteria should address those areas.

b. The existence of too many criteria dilutes emphasis.

c. If criteria are too broad, monitors may have difficulty providing meaningful comments and evaluations.

       

 2.  Best Practice:  Award fee criteria should address program risks (elements critical to successful execution of the program or function).
a. The use of Cost as an Independent Variable recognizes the interactive relationship among cost, schedule and performance to control costs.  By careful application of this approach, the contractor can be guided into prioritizing their efforts related to cost, schedule and performance.

b. The use of only product or service risk without the use of cost criteria increases the risk that contractors will strive for performance achievements without regard for cost.

c. Consider program risks in develop evaluation criteria to motivate the contractor to help mitigate government risks.

3.  Best Practice:  Award fee criteria should be appropriate for designated award fee periods.  Revising criteria may be necessary if existing criteria are inappropriate or if the government wants to shift performance emphasis.

a. Inappropriate award criteria examples include: (1) award fee evaluated quarterly based on design completion - however, the design timeline covers multiple evaluation periods, (2) evaluation criteria based on requirements that the contractor can't accomplish during the evaluation period, (3) no quantifiable evaluation criteria established.

b. The plan needs to be flexible to allow changes to be made during or between rating periods.

       

4.  Best Practice:  The award fee payment structure should motivate contractors to excel.  Payment structures shouldn't allow contractors to receive award fees (above the base fee) for simply meeting contract requirements.

a. Award fee payment structures should foster exceptional performance.  

b. Ensure the award portion of the fee is structured to motivate the contractor to perform at a level exceeding the minimum acceptable level of the 
contract.  The base fee, which is fixed, is paid if the contractor "meets" contract requirements.

c. Contractors should earn an "award" fee only by exceeding the minimum acceptable performance level of the contract. Amount of award fee payable should directly reflect the contractors level of performance during the evaluation period (the higher the level of performance, the larger the award fee).  

  
 B.  Evaluating Performance

       

 1.   Best Practice:  Performance evaluators should receive written appointments and adequate training to perform their duties.

a. Performance evaluators are personnel who observe or monitor contractor performance in specific areas of responsibility and provide evaluative input for award fee evaluation purposes.

b. Evaluators should be subject matter experts and receive training in monitoring and documenting procedures as well as basic contract procedures.  In addition, the evaluators must be thoroughly familiar with the specific Award Fee Plan for the assigned contract.

c. Develop a strategy to monitor contractor performance effectively.  The strategy should address issues such as responsibilities of requiring activities and contracting offices in executing contract administration functions and training for personnel involved in the process.

        

2.  Best Practice:  Performance evaluators should observe contractor performance based on the criteria specified in the award fee plan and document results, giving specific examples to support their conclusions.

a. Evaluation documentation is often general with few specific examples of good or bad performance.  Award fee plans often don't provide criteria that are specific.

b. Evaluation documentation should be using detailed examples supporting the specific ratings that are given.  In addition, 

evaluators should identify areas where improvement is necessary and had occurred.

    
C.  Determining and Paying Award Fees


        
1.  Best Practice:  The government should pay award fees timely to motivate contractors to strive for excellent performance or improve deficient performance.

a. Contractors are generally paid the award fee on a timely basis, primarily because the process is codified in the plan with strict timeframes established.  

b. Continued emphasis on timely payment should be made.

        

2.  Best Practice:  Personnel participating in award fee decisions should be independent of the contractor whose performance is being evaluated.

a. The evaluation process must be independent of the contractor.  Contractor personnel shall not be part of any "evaluation" team or IPT that monitors their own performance.  The contractor should be allowed to present a self-evaluation - either orally or in writing - to the award fee evaluation board.

       

3.  Best Practice:  Award fee evaluation boards and determining officials should document their decisions, clearly explaining the rationale for ratings and award fee amounts.
a. Award Fee recommendations and decisions must be clearly documented.  The documentation must clearly show the basis and rationale for the Award Fee determination.  The rationale will consider the monitor's reports and any other information pertinent to the evaluation period.  

b. Documentation is especially important to thoroughly document decisions that deviate from the contract monitors' recommendations.  Recommendations of the board and/or decisions of the determining officials should be in sufficient detail to show that the integrity of the award fee determination process has been maintained.

c. Contracting Officers should keep all records of award fee evaluations, recommendations, and decisions as part of the contract files in case there are disputes or litigation related to award fees.

D.  Rolling Over Unearned Award Fees

       
1.  Best Practice:  In most circumstances, unearned award fees shouldn't be rolled over into subsequent award fee periods.
a. Some Award Fee Plans allow part or all of any excess fee (unexpended fee) to roll over and be used in subsequent evaluation periods.  This provides the contractor a "second" chance to earn the unearned fee as well as earn the fee for the new evaluation period. It was felt the "roll-over" would add extra incentive to produce an exceptional final product.  Rarely would a roll over of fees be appropriate.  A roll over, as a routine practice, is not appropriate as it diminishes the significance of goals established for earlier award fee periods.

b. To emphasize the significance of the final product, one option may be to consider establishing an award fee plan that assigns a higher percentage of the total available award fee pool to the final period of performance.

IV. Conclusions

     
A.  Sufficient emphasis must be placed on managing critical aspects of the award fee process.  Oversight responsibility must be clearly assigned to assure the award fee process works effectively.

         

1.  Requiring activities are responsible for developing award fee plans, including evaluation criteria.  In addition the activities must:

a. Assure the existing evaluation criteria provides a sound basis for award fee decisions, and

b. Revise evaluation criteria when they were inappropriate or when other aspects of contractor performance need more emphasis.

         

2.  Responsibility must be specifically assigned in writing. 

         

3.  Assignment of duties within the Army Contracting Agency (ACA) area of responsibility includes:

a. Performance monitors will generally be Contracting Officer Representatives (CORs) or Quality Assurance Evaluators (QAEs) who will be appointed and trained by the Contracting Officer.  Duties should be reflected in personnel standards as well as written duty appointments and/or official details or job descriptions. 

b. The Award Fee Determining Official (AFDO) will appoint the Award Fee Evaluation Board (AFEB) members. 

c. Lastly, the AFDO will be appointed by the PARC.  The AFDO and AFEB members will be appointed by "position" rather than by name to assure currency of the appointments.  The AFDO shall be a position at least one level about the requiring activity senior officer/director.

   
B.  Evaluators must receive appropriate training

   
C.  Evaluators must effectively evaluate and document contractor performance.

D.  Oversight of the award fee process must be assigned to assure award fee decisions are properly supported and documents.  Recommend responsibility for oversight be provided to the AFEB as they are in the best position to oversee most aspects of the award fee process.  Appointment memos to these positions should include instructions on duties as a board member to include specific oversight responsibilities.  
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Perf		Pct		Perf		Pct 


Score		Fee		Score		Fee





70 		0.00% 		86 		60.26%


71 		0.01% 		87 		69.85%


72 		0.04% 		88 		78.23%


73 		0.09% 		89 		85.08%


74 		0.21% 		90 		90.32%


75 		0.47% 		91 		94.06%


76 		0.96% 		92 		96.56%


77 		1.88% 		93 		98.12%


78 		3.44% 		94 		99.04%


79 		5.94% 		95 		99.53%


80 		9.68% 		96 		99.79%


81 		14.92% 	97 		99.91%


82 		21.77% 	98 		99.96%


83 		30.15% 	99 		99.99%


84 		39.74% 	100 		100.00%


85 		50.00%














PERF 		% FEE 		PERF 		% FEE


   60 		0.0000 		81 		0.3554


   61 		0.0084 		82 		0.3817


   62 		0.0177 		83 		0.4088


   63 		0.0278 		84 		0.4368


   64 		0.0388		85 		0.4656


   65 		0.0506 		86 		0.4953


   66		0.0633 		87 		0.5258


   67 		0.0768 		88 		0.5572


   68 		0.0912 		89 		0.5894


   69 		0.1064 		90 		0.6225


   70 		0.1225 		91 		0.6564


   71 		0.1394 		92 		0.6912


   72 		0.1572 		93 		0.7268


   73 		0.1758 		94 		0.7633


   74		0.1953 		95 		0.8006


   75 		0.2156 		96 		0.8388


   76 		0.2368 		97 		0.8778


   77 		0.2588 		98 		0.9177


   78 		0.2817 		99 		0.9584


   79 		0.3054 		100 		1.0000


   80 		0.3300
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