



                           PCO STUDY GUIDE

TOPIC:   AWARD FEE PROCESS                                                                                                           DATE:  16OCT01

REFERENCES:

FAR 16.404 Fixed-Price contracts with award fees.

FAR 16.405-2  Cost-plus-award-fee contracts.

FAR 16.406  Contract clauses.

AFFARS Part 5316.401-90 General. 

AFMC FAR SUP Part 5316.495 (90)

AFMC Award Fee and Award Term Guide (November 2000)

AFMCFARS 5352.216-9003, Award Fee.

AFSPCFARS 5316.405-9501, Fee; 5316.405-9502, Evaluation; and 5316.405-9503, Award Fee Plan.

DEFINITION:  Award fee, when properly used is a valuable tool.  Its application is intended to motivate the contractor’s performance in those areas critical to program success (e.g. technical, logistics support, cost, and schedule) that are susceptible to judgmental/qualitative measurement and evaluation.  The award fee provides a pool of dollars that can be earned based upon the Government’s evaluation of the contractor’s performance in those critical areas.  By entering into an award-fee arrangement, the Contracting Officer (CO) initiates a process that incentivizes a contractor to improve performance and records the Government’s assessment of the contractor’s progress or lack thereof.  Award fees may be used with either fixed-price or cost-reimbursement contracts and may be used in combination with incentive fees.
KEY INFORMATION:  The Award Fee Plan should detail the process as follows:  (i)  Identify the Fee Determining Official (FDO) and Award Fee Review Board (AFRB) members by position and the performance monitors by function.  The AFRB shall include the CO and a recorder.  No member shall have more than 1 vote.  Performance monitors shall not be AFRB members;  (ii)  Define 3 to 5 grades to be used to measure contractor’s performance. For 5 grades, use excellent, very good, good, satisfactory, and unsatisfactory.  The unsatisfactory grade shall have 50% or more of the total available points if points are used;  (iii)  Define each category of performance evaluated ( Note:  See DFARS Part 216.404-2 Table 16-1 for excellent examples.);  (iv)  Define evaluation criteria & list the applicable weights. (See Table 16-2, Contractor Performance Evaluation Report.);  (v) List evaluation periods by date.  An evaluation period should not exceed 6 months for small businesses, and 1 year for large businesses;  (vi)  Describe AFRB’s general procedures for assessing contractor’s performance and providing a recommended earned award fee to the FDO including the use of interim evaluation results and contractor self-assessments;  (vii)  Include copy of Award Fee Plan in draft and final RFPs; (viii) Award fee plan must be approved by FDO before 1st award fee evaluation period;  (ix)  Any change in approved Award Fee Plan can be made unilaterally if contractor is notified in writing prior to start of upcoming evaluation period and bilaterally for changes during current evaluation period;  (x)  FDO is PEO or DAC for PEO/DAC programs unless otherwise appointed, and for Other Contracting Actions the center commander will be the FDO.  FDO appoints AFRB chairperson;  (xi)  Within 45 calendar days after end of each evaluation period, FDO shall give a written decision via the CO to the contractor specifying the award fee amount and an evaluation of the contractor’s performance in terms of the evaluation criteria.  Within 15 calendar days of FDO’s determination, CO shall authorize payment of any earned award fee via a unilateral contract modification;  (xii)  Available award fee begins at 0% and works up to the earned award fee amount;  (xiii)  Award fee payments are bona fide needs of the same FY/appropriation that financed the related contractual effort on which the award is based;  (xiv)  the award fee amount for each specific award fee evaluation period is a contingent liability and shall be certified and administratively reserved prior to start of each applicable award fee evaluation period.  For incrementally funded contracts, reserve an award fee amount corresponding to the funded part of the effort.  In addition, certify and administratively reserve funds for the balance of the contingent liability for the total award fee evaluation period immediately upon receipt of funding for the succeeding fiscal year.
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