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___ PREF ACE

In completing this project we identified the need for an Award
Fee handboo within Air Force Systems Command (AFSC) and then
developed one. This handbook. Appendix 1 to the research pro-
jiect, will be pUblished for AFSC after review and approval by the
AFSC Commander.

We want to recognize the support and assistance from the many
individuals who made contributions to this product.

First are the individuals assigned by headquarters, at each AFSC
product division and organization, to be the organizational focal
points. Almost without exception these individuals provided
timely and useful information. For this we thank them. They are
individually identified in the bibliography.

In addition to these key individuals, there are a number of other
~ contributors. At HO AFSC, Mr. Dale McNabb helped get the project

command support, Mr. Virgil Hertling helped get product division
and organization focal points, and Mr. Frank Donnelly reviewed
our draft project. Additionally, at the Western Space and
1"issile Center, Mr. Robert W. Irwin provided his valuable time to
review the draft. Finally, two individuals at the Ballistic
Missile Office provided assistance to us. Lt Col Robert Andrel
provided us copies of documents that we used in our research as
well as reviewing our draft project. Ms Amy Zeugner provided a

user's view of the draft.

'Some additional contributors are those many individuals who
developed what little current guidance existed within AFSC. We
liberally used their work in the Award Fee handbook. Important
cuntributions came from Space Division's Award Fee Pamphlet 70-9,
ir Force Weapons Laboratory Regulation 70-5, and several AFSC

%- ard NASA Award Fee Plans.

Finall., we received our Award Fee experience at AFSC's Space
Division and Ballistic Missile Office: so we credit their
leaders, managers, and contractors as important, uncited sources
for this research project.

Acces,,Aon For
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NEEDS ASSESSMENT

0ir rorce Manual (AFM) 1-1 states: "Congress has given the
Department of the Air Force primary responsibility for equipping
aerospace forces in peacetime for the effective prosecution of
war' 29:4-8).

An Air Force Magazine article about Air Force Systems Command
(AFSC) states: "The command's primary mission is to advance

aerospace technology, to incorporate those advances in the devel-
opment and improvement of aerospace systems, and to acquire
qualitatively superior, cost-effective, and logistically sup-
ported aerospace systems and equipment" (1:101).

*0" Finally, the Federal Acquisition Regulation (FAR) states, in
discussing when to use Cost-Plus Award Fee (CPAF) contracts:
"(11) The likelihood of meeting acquisition objectives will be

-" enhanced by using a contract that effectively motivates the
=ontractor toward exceptional performance . (35:para

16. 404-2).

The logic trail between these three quotes shows the impor-
tance of this research project. The people of the United States.
through Congress, give AFSC the responsibility for equipping our
aerospace forces with "qualitatively superior, cost effective,
:A r)d logistically supported" weapon systems (1:101-102). The
question, then, for AFSC is how to field those superior weapon
syvstems given the economic, political, and technical environment.
'There ,re many methods, but effective Award Fee contracting
providesc:u the impetus for defense contractors to perform in the
I&.'iceptional " manner needed to design and to produce those needed
weapon systems.

This chapter introduces the reader to this research project

and includes the following parts:

A Problem statement and research objectives. The problem
statement and research objectives for the project are stated to
Show i s ends and means.

P. Scope. Four internal limitations focused this project's

COpe ard allowed for concentration on those programs which are
f .vi in r rumher but use a "lion's share" of the budget.

0,'
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C. Needs assessment. This part treats half of the first
research objective ("Determine need for an Award Fee handbook

') and summarizes the results of the author's telephone
interviews with AFSC product division and office representatives.

D. Methodology and Instructional System Development Documen-

tation. These two parts treat the rest of the first research

cbjective (a and what should be included [in an Award Fee
handboo l. ")

PROBLEM STATEMENT AND

-ESEARCH OBJECTIVES

Problem Statement

Can a handbook be developed for PFSC to more effectively

- plan and execute Award Fee contracts?

Specifically, the authors assert (and prove with the first
* research objective) that the Award Fee tool is inconsistently

Lsed by AFSC and requires standardization and improvement. This

research pro iect's output is a draft handbook to provide the AFSC
programT, proect officer and contracting officer with a stand-

ardized and usable Award Fee tool.

Research Gb iectives

There are seven research objectives addressed in this

pro ject. The first objective is treated in this chapter whi .e

the remaining six objectives are treated in the Award Fee hand-
booL itself. Research objectives are to

A. determine the need for an Award Fee handbook and what
should be included,

B. e*xplin the applicability and advantages and disadvan-

tages of an Award Fee contractual arrangement,

S" C. e'xplain how to structure solicitations and contracts for

Award Fee programs,

D. explain the procedure for establishing and maintaining an
.wrd Fee Plan,

F. provide a sample Award Fee Plan,

F. identify and explain what should be accomplished to
-- fferti ,'ely m-inege an Award Fee contract, and

.7* -
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b,. e;.plain the parts of a contractor developed process for
monitor ing the Award Fee program and include an example in the

SCOPE

From the outset we place four limits on this research
ro e Ct.

* Limit 3t~on 1

- Only AFSC contracts are addressed. Rationale: 1) Trying
"* tr ma~e the handbook's instructions generic enough to satisfy all

cd the uniqUe regulations of different commands , agencies, and

departments would dilute the product's usefulness. Rather than
produce a generic document useful to none, we elect to produce an
ViFSC unique document. 2) By major command, AFSC is the Air

Force's 'Big Spender." "AFSC is only the eighth largest major
command in terms of people. yet controls one-third of the Air

* Force's budget--more than $O0 billion" (2:8). ) This research
project was requested by HQ AFSC/PK for AFSC use (12:--).

"'" Limitation_2

Base-level contracts for such services as food and custodial

services are excluded. Rationale: 1) Air Force Logistics Man-
agement Center (AFLMC) studied and prepared a draft Award Fee

gCuide for base-level contracting in Sept 87 which adequately
addresses this type of contracting (20:--). 2) While AFSC uses
hame-level contracts to operate its installations, the contracts

which directly support AFSC's Air Force mission are research,

development, test, evaluation (RDT&E), and acquisition contracts.
7) Malor weapons system contracts costs range in the hundreds of

millions or billions of dollars, so even modest improvements in
their idministration may yield significant cost savings.

Limi t ation

* The target user of this research project works in and has a
-w-t- inq nowledge of weapon system acquisition. The research

pcoiect is written to that level of knowledge. The two target

user roups are:

A. Contracting Officers and Buyers (Air Force Specialty Code
i. AFSC) 65XY) who completed a Systems Level Contracting or ari
- c 4,<,a1 ert CoLrse and have at least six months work experience.

EL-8. Fr~ t Officers in the Scientific and Development Engi -

r "Erinr! c;areer area (AFSCs 26XX, 27XX, and 28XX) who completed
tn- reqirements of Air Force Systems Command's Acquisition Man-

*anrrmerCt [ertif ication, Level I. Level I certification indicates

O%
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"-" that the person completed an introductory weapon system acquisi-
tian Course (such as Air Force Institute of Technology's Systems

I-( course) and worked in a program office for at least six

months (27:Atch 1; 3:232-26).

A Rationale: This limitation allows the research proiect workbook
to concentrate on Award Fee contracting without providing infor--
mation that might appear redundant to those with experience in
the field.

Limitation 4

Our test for completion is limited to providinq a draft
handbooL tc our Headquarters AFSC sponsor. The sponsor must be
satisfied that the handbook is adequate for becoming the AFSC
command standard and is ready for detailed product division
review and comment. Rationale: 1) There is insufficient time

N to prepare, coordinate, and publish the final AFSC Regulation or
Pamphlet before the research project due date. 2) We question
our diplomatic ability to get AFSC's five very independent pro-
duct divisions to willingly agree to a command standard without
the power of the HO level staff sponsor behind the proposal and
without time consuming command-wide coordinating meetings.

By limiting this research project, the authors feel it is
"-- possible to produce a usable product with the following

character i st s:

A. is useful in managing AFSC contracts,

B. is useful to the program office,

C. is useful in managing RDT&E and acquisition contracts
(i.e.. not a base-level contract), and

D. is useful to personnel with a working knowledge and
2 perience in weapon system acquisition. In addition. it
provides adequate time for HO AFSC to coordinate with its product
divisions, to resolve division unique concerns in an orderly

* marnner , and to publish a true command standard for Award Fee
contracting.

NEEDS ASSESSMENT

. AFSK needs a handhook which aids Award Fee program standard--
, i z- ic)n and improves -overnment management of Award Fee con--

f-'tr t. 'pecificaily, this needs assessment treats half of the
Srst --9search obective ("Determine need for an Award Fee hand
h -A .. ') and summarizes findings from interviews with

rl, -&dqnar ter- AF3C. product di vi Bions. and other orqanizations
r h labrratories, test facili ties. etc.).

*1~ 4



lei HQ AFSC

The authors consulted with the AFSC/F'KM project officer.
He stated the following:

A. AFSC. is dedicated to improving and perfecting Award Fee
contracting within AFSC.

B. A perceived problem in Award Fee contracting is the lacL
of standardization among AFSC units. He desires to surface the
different procedures and to publicize several of the more promis-
ing procedures.

C. There is no desire to publish additional regulatory
direction on Award Fee contracting implementation. However, he
e;pressed a desire to have a handbook which provided general
guidance to contracting officers and program office project
officers (12:--)•

Interviews

I
With the assistance of HO AFSC/F'KM, the authors interviewed

representatives of AFSC's product divisions and organizations.
Tht. interviews did not constitute a scientifically conducted sur-
vey, but were structured interviews to surface problems at and
differences between AFSC units. The information in all of this
section is a summary of those interviews (5:--; 6:--; 7:--; 8:--,
9:--: 0:-- 11: -- ; 13:--; 14:--). The interviews addressed
several questions and surfaced the following noteworthy infor-
mtit 1 on:

A. The relative importance of Award Fee contracting to AFSC.
What percent of your contracts contain Award Fee provisions? How
larqe are the contracts that contain Award Fee provisions? How
large are the Award Fee pools?

A noteworthy piece of information resulting from this
question was that it is difficult to obtain reliable information
from the c:nmmand's computerized contracting management system.
Detailed command wide information was not available, but the
irterviewees provided the best information available.

The percentage of contracts using Award Fee provisions
averages 4% (99 of 2488 contracts). However, there is a wide

"usage range between the product divisions and organizations--from
1.6. tc) 14%.

Ihe dollar value of contracts with Award Fee provisions
wac di ficult for the interviewees to provide, so there were a
1 o ofd estimates to this question. The comparison of the dollar
value of Award Fee contracts to the total dollar value of all

4~cnrntracts administered shows diversity--from 6.8% to 67%. How-

%o 5
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ever, a more important indicator shows that Award Fee is used on
high dollar value contracts. In one organization 10.% of the
contracts used Award Fee, but that 10% represented 38% of the
dollars spent by that organization. In another instance. 14% of
.t'-C ZDI-racts used Award Fee and spent 67% of the dollars.

The value of the Award Fee pools range from $60)K for an
entire AFSC organization to $40M for a single contract. Again, a
wide range in the usage.

B. What types of contracts include Award Fee pruvisions?

The most common answer to this question was Cost-Plus-
Award-Fee (CPAF). However, some units Used combinations of Cost-
F'lus-Incentive-Fee(CPIF)/Award Fee (AF)., CPIF/AF/Fixed Fee (FF),
and Fixed-Price Incentive (Firm Target) (FPIF)/AF.

C. Award Fee contracts are used for what types of efforts?

Award Fee contracts are used in all facets of RDT&E and
* acquisition. This includes engineering services, system develop--

mnt, test range support., anJ operations and maintenance (fl-&M) of
test facilities.

D. What types of supplemental guidance is available?

rhere is some supplemental guidance available. Space
Division developed and published Award Fee pamphlets since at
least 198C with the current edition published in 1985. Air Force
Weapons Laboratory published an Award Fee regulation in 1981.

The normal answer received was that the project officer
and contracting officer assigned to a new program used existing
contracts and program office management as models. They then
modified this data to fit their own program. There was little
indication that organizations discussed Award Fee procedures
bctweer, product divisions and organizations.

E. What is the e;xperience level of government people man-
* ay.zig Award Fee programs?

Input from the field was very consistent. The typical
project officer was a Lieutenant, junior-Captain, or mid-level

/ivil servant who was a new user of Award Fee contracting and had
about two years of weapon system acquisition experience.

In discussing Contracting Officers, the typical PCO was
-n e perienced civil servant with 10 or more years in the con-
tr 4cting r-areer field. However, many PCOs were still first time
users of Aw-rd Fee contracts. The program office interface with
the cortrazc-tinq officer was via less experienced buyers or con--
tract analysts.

6
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As e; pected. the junior and inex~per-ienced pro-iect.
cficer, and contracting personnel were supervised by' more senior
people especially during the fee determination process. However,
e' ven those senior- officers were likely to be first time users of
HAard Fee contracts.

F. Have any Award Fee related problems arisen which could
have been prevented with better guidance?

The iollowing themes emerged:

1. There is little consistency between Award Fe(e
F'lans within product divisions or organizations. While such

plans mrust obviously be tailored to the program, some standard

sections are desirable.

2 . There is a need to clarify the status of the

.ward Review Board (ARB) recommendation in the Fee Deter-mining
Official's (FDO's) fee determination--should the PDO rubber stamp

_ the ARB recommendation or should the ARB recommenuation just be
considered an addition (but important) input to the FDO's delib--

erat i or,.

There is little standardization in the method

used to satisfy the funding requirements of an Award Fee program
award. While AFSC complies with all statutes, the product divi-

sions and organizations use several ways to get Award Fees

f un ded.

Ihere is a general interest in receiving assistance in
developing and operating better Award Fee programs without

imposir q another overly restrictive regulation. On one hand the
--FSC Irspector General inspected two Award Fee programs in one
organization at one location which were independently developed--..

Lone proqram received a favorable finding while the other program

-, wi cr itic:zed. That might indicate the need for some standardi-

-'tion, however, A command-wide standardization might prove
(o.. * r 1, r estr i cti ve aIcJ unable to take every program uni que situa-

* tion into account.

5. Arf there any sugnestinns for improving Awarr' Fee con-
tractinq which should be included in a handbook?

Ihere were a number of suggestions which the authors
O. considered and 2ncorporated into the proposed handbook.

mnnc IU ion s
- Et~r a.,thrcr- draw the following conclusiors from our inter-

wiew: -i HU -FbL; product divisions and organizations:

% % %
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A. AFSC does not uniformly use or administer Award Fee
c cin tr a cts.

D. 4AFSC does comply with statutes and the Federal ACquiSi-
ton Regulation (FAR) However, each product division and organ--
ization is essentially on its own to develop detailed implementa-
tion instructions.

C. There is little inter-product division or organization
cross flow of information concerning effective Award Fee con-
tracti nq.

1). Ihe HO AFSC. product divisions, and organizations are
receptive to receiving a form of assistance. However, that
assist_ArIce should not be regulatory or restrictive.

E. Ine-'perienced and junior project officers with more
senior contracting officers prepare and administer Award Fee

*-. programs. These people are sUpervised by more superior officers
•" with little experience in using Award Fee contracts.

F. AFSC needs a handbook which

1. comprehensively discusses Award Fee contract devel-
opment and administration,

2. is targeted at assisting a novice Award Fee contract
pro.ect officer and contracting officer,

7. recognizes that aspects of acquisition management
such as financial management operations are not likely to
r ,struCture itself for the convenience of Award Fee contracts.
and

4. is a helpful Source of information and options
without becoming a regulatory document.

From the outset the authors ' opinion is that the mandate
Alt given to the program manager extends to the development and
*operation o4 his Award Fee program. As long as that program

helps to achieve program objectives and complies with the
statuteS and the FAR, there should be no additional regulation.

Havinq determined the need to better standardize and to
improve Award Fee contracting, the next step of the needs assess-
ment is to determine what information is needed by the project
r)f+ice And contracting officer.

,% • %
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METHODOLOGY

Ihis part introdure tt-,' methodologies used in the remainder

th- necd: assessment and treats the rest of the first research
;..0 oL, -ie t .e (. ard what should be included [in an Award Fee

na,-n)nd bon ]."I The two methodologies are as follows:

A. Instructional System Development (ISD) is used to deter-
mnine what tnowledge, skills, and attitudes are needed by AFSC
people who work with Award Fee contracts.

V-

"rgB "The Procurement Process" model is a subject matter
-organizAtional scheme used during the ISD analysis.

Instructional System Development

Air Force Regulation (AFR) 50-8 requires that all Air Force
training and education programs are developed and conducted in

a cordance with the ISD process. While this is not a curriculum
development research project, ISD provides a systematic and com--
prehensive methodology for determining what needs to be in the
handbook.

ISE is defined as:

[5D is] a systematic but flexible process used to plan,
develop, and manage education and training programs.
When used properly, the ISD process helps managers plan
and use training resources effectively. The ISD process

"A" identifies training requirements; translates those
requirements into valid learning objectives; selects the
proper training strategy; develops effective training

delivery systems; and provides quality control. Using
IS) makes sure that people get the knowledge, skills,
and attitudes needed to do their Air Force jobs (31:1-

1- I'D requires the training developer to do the following five
steps:

•. Anatyze system requirements.

B. Define education/training requirements.

f-. Deielop objectives and tests.
O

D. Flar, develop. and validate instruction.

.. Lorduct and evaluate instruction.
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The process takes place in an environment of "constraints" to the
training system, and the five steps are connected by a "feedback
and interaction loop" (31:Figure 1).

"The Procurement Process" Model

The authors used "'The Procurement Process" model during the
ISD systems analysis to insure that all Award Fee related
requirements were identified. This model (see Figure 1) was
developed by the President's Commission on Government Procurement
(COGF') in 1972 and "has become the most widely recognized model
of the federal procurement system (4:136)." A summary of the
model elements follows:

A. Statutes and Regulations. The Federal government's pro-
curement process is defined in statutes and regulations which
form the procurement environment (4:137-138). The research pro-
ject authors would also suggest there are other environmental
f-actors which should be included in procurement's environment
Such as economic conditions, industry business conditions and the
political environment.

Di. Procurement Workforce. "At its core, the COGP model
identifies the procurement workforce." It is composed of the
managers, acquisition technical workers (e.g.. engineers and
schedulers), and the procurement specialist (e.g., the contract--
ing officer) (4:139).

C. Needs and Funding. The procurement process is activated
by a perceived need and accompanying funding (4:139). While
"needs" are limitless, the federal budgeting process provides the
control mechanism which insures reasonable resource utilization.

D. Planning.

The planning phase is principally where procurement
strategy is developed. Critical to the strategy deci--
sinns is the translation of perceived needs into
detailed statements that will be incorporated into one

* or more individual procurement action. . . . This
drawing of relationships between defined needs and per--
cmived sources and capabilities enables the manager to
develop a procurement strategy (4:139-140).

Th- planning phase is the first time the proposed procurement is
, understood enough to identify the conditions suitable for usinq
an Award Fee contract.

. F ec tion. "In the model, the segment identified as
,:rolltat o selection and award conceptualizes the E'ecution of
pro, u-ement -trategy" (4:140). While not stated in the readings,

the rsearch project authors include "negotiations" as being part

.d I
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of the execution phase when the "negotiated procurement" instru-
ment of contracting is used. The text's authors expand on the
planning and execution phases' importance:

The importance of the proper development and execution
of procurement strategy cannot be overemphasized. It is
the key to creation of a sound and manageable business
relationship. It leads to the joining (for a particular
undertaking) of independent entities with divergent as
well as coincident interest. Its product, the contract.
is always important to the undertaking, but its
criticality to the organization varies with the
magnitude of resources involved and with the length of
the resultant business relationship (4:14).

F. Contract Administration. This phase of the model "repre-
sents the time frame within which outcomes are reached and the
success of the strategy is discerned" (4:140). For a major
weapon system acquisition contract this phase may cover several
years and be worth several billions of dollars.

Two methodologies--Instructional System Development and "The
Procurement Process" model--are used in the remainder of the
needs assessment. The ISD process is the basis for determining
the knowledge, skills, and attitudes needed by AFSC people who
work with Award Fee contracts while "The Procurement Process"
model supports the ISD analysis. With these two methodologies,
the needs assessment can be completed.

" v"

INSTRUCTIONAL SYSTEM DEVELOPMENT DOCUMENTATION

This part completes the first research objective's needs
assessment by answering the question ". . . what should be
included in an Award Fee handbook)." This part also documents
the analysis of Award Fee contracting conducted by the authors in
accordance with AF Manual 5o-2 and AF Regulation 50-8. These
references are used throughout this part of Chapter One (71:--;

-na~e_.Sy_~tem Requirements (Step 1)

This step's purpose is to determine what knowledge, skills.
ard attitudes people need to plan and to operate an Award Fee
contract (e.g., the Job Performance Requirements (JF'Rs). Using
"The Frocurement Process" model as our organizational scheme and
a=_s nur chec for completeness, the authors identified the follow-
iriq Job Performance Requirements (JF'Rs) are needed in each phase

• f 1h- proc, rement process model.
'pZ
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Statutes and Regulations. No JPRs identified.

Procurement Workforce. No JPRs identified.

Needs and Funding. No JPFRs identified.

Planninq (PL). There are two Award Fee Contract (AFC) JFRs
in this phase. The program office must do the following tasks:

PLI. Identify AFC Situations.

PL2. Identify advantages and disadvantages.

Execution (EX). This phase includes the following parts of
the Procurement Process model--solicitation, selection, negotia-
tions, and award. There are five JPRs in the execution phase.
Given the decision to use an Award Fee contract, the program
Office must do the following tasks:

EXI. Identify the requirement for AFC clauses in the
solicitations t.o prospective bidders and the contract.

' EX2. Locate AFC clauses.

EXI. Modify AFC clauses in solicitation to prospective
hdders and contracts.

E 4. Prepare an Award Fee Plan.

EYS. Identify the requirement to and reserve program
+ ,nds for the Award Fee pool.

Contract Administration (CA). There are five JPRs in this
pnase. Given an executed contract with appropriate provisions
ztnd Award Fee Plan, the program office must do the following
tasks:

,L I. Develop, implement, and operate a contractor
pprfarmance monitoring and feedback program.

CA2. Fee Determination Process.

CAL. Award Fee Funding.

CA4. Award Fee Plan Modifications.

'W. Identify cnmponents of a contractor feedback

,, ,.-,, . . . . . .
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Determine Educational/Traininq Requirements (Step 2)

Determining education and training requirements is the second
ISD step and is accomplished via the following three step
process:

A. Determine what the student population knows before any
additional training.

B. Determine which JFRs require training by subtracting the
JFPs known by the students from the universal list of required
ta-s s identified in step one above.

C . Prioritize the required .JPR tasks .2.-1-2 - 1-7)

1"Determine Existinq Knowledqe. The following two points are
rc ,lated to this sub-step:

A. The target population was identified and narrowed by
Limitation ' above. To review, it consists of "journeymen" in

*Air Force Specialty Codes (AFSCs) 65XX (the Contracting Officer)
and 26XX!27XX/28XX (the Project Officer). These officers have
cmpleted an introductory training course and will have at least

1,i: months of work experience. In reviewing the training course,
the authors used their own experience as students (we completed
this training) and reviewed training course objectives to deter--
mine resultant knowledge. In considering the six months work
e.perience, the authors discounted students gaining significant
and universal knowledge for the following reasons:

1. There was no formal On--the-Job Training (OJT) pro-
gram for these career areas.

2. Award Fee related work experience was program office
" -.i unique. In six months, some students would be Award Fee "veter-

ar.s" wkhile other students would have no further contact with
( ward Fee contracts.

P . The program office relationship of the contracting
o-ficer (AFSC 65XX) and the project officer (AFSCs 26XX/27XX/
2tXX) is such that both parties must have some independent know-
ledQe of each JF'R. However, the actual "doing" of a JFR task is
L sually delegated to one or the other. For example, the con-
tracting officer prepares all contract modifications (the doing
tas ), but the project officer normally provides information to
-:;nd re,'ews the draft modification as the representative of the

progr7,,T offie or program control division (knowledge required).
N, In r sr 4nalysis, both the contracting officer and proJect officer

m -. t hae rcwledge of a JF-R task to delete that task from
%rzinc r-or--idert1on.

14
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J-FR Review. The analysis of the existing knowledge of the two
stLudent populations was accomplished by the authors. Both authors
are subject matter experts based on being fully qualified in the
e.XX and 27XX AFSCs. Analysis of the two student populations
indicated e':isting [:nowledqe (indicated by an "X" in the AFSC
column) as depicted in Table 1.

Determine Training Requirements. Based on the JPR list from
step one and the target population's ability, training is required
on all JFRs.

Prioritization. The authors prioritized the JFRs in Table 2.

Each JPFR was categorized as being of (H)igh, (M)edium, or (L)ow
priority based on the following decision rules:

A. High.

1. The JPR was required for the government to
tufill their contractual responsibility.

2. Neither contracting officer nor project officer
h d any knowledge; only one of the parties had limited, non Award
Fee spec:i c knowledge of the task.

P. Medium.

1. The JFR was required for the government to
fulfill their contractual responsibility.

2. Only one of the parties has knowledge of the JFR.

C. Low. The JPR was not required for the government to
fulfil1 its contractual responsibility.

Develop Objectives and Tests (Step 3)

•he purpose of ISD's Step 3 is to answer the following
qUesti ons:

A. "What can our students do after reading the handbook that
they colldn't when they started?"

P. "How will we now-"

* Ar-,n-weri rq these two questions require the following steps:

-u. Detrmining the "level of learning" fo;- each JFR task.

. Listin those samples of behavior which indicate that the
S_ ha.- r ca-ched the desired "level of 1earning.

%
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C. Freparinq criterion objectives which essentially describe

what the student will be able to do after reading the handbook.

In all cases, the criterion objective is written as if the work--

bnot reader would be administered a test.

D. OJjective tests present the test question which would be

Lsed to determine if the reader had achieved the criterion

o bjecti.e. (3:5-1 - 5-3)

In this research project, ISD's Step 3 analysis is used to
dktermino the content of the handbook; however, there will be no
1 tempt to test the reader's comprehension. The authors did

include all of Step 3"s data to facilitate future curriculum

ci,.eloper's efforts to prepare an Award Fee training program.
The complete analysis is included at Appendix B.

Flan. Develop, and Validate Instruction (Step 4) and Conduct

and Evaluate Instruction (Step 5)

At ISD step 4, the authors prepared the handbook at Appendix'

A. The JPR vs Handbook Chapter coverage is included in Appendi:,
P. The remainder of step 4 will be conducted under the direction

of HQ] AFSC/PFM when the draft handbook is distributed to the
produc- divisions and organizations for comment and discussion.
Fin-all',, step 5 will not be formally evaluated by the authors.

i.he increased standardization and improved performance of Award

Fee contracting within AFSC will be the true evaluation of this
hp-rdbno .

I
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J FR' AFSC AFSC
2, K)I CODE 65XX 26/27/28XX

- F~l :FrnjTasks
F L 1I

LE- ECUtlof Tasks

E X2 X
-'. X x

EX4
F Xt, .

Thontract Administration Tasks
L- 1

SIndicates knowledge of th~e general subject
m.4tter without specific Award Fee ability--Award Fee
i r zinircj still reqUir-ed.

Table 1. Ex:isting Knowledge

17
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J FIR
T0-::. CODE PR ICR ITY

P1linning Tak
FL I M

EL2 M

E X '- Il

E x. M
EX4H
EX5H

Contract Administration Tasks
CA1 H

C~3 H
CA4H
CA5 L

[:EY': H--High Priority
IM--MedlUm Priority

-. L-Low Priority

Table '2. JPR PrioritiZation
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Chapter One

INTRODUCTION TO AWARD FEE CONTRACTING

S."

1 -I Introduction

Welcome to the world of Award Fee contracting. Whether you
are uising this guide as a first time user of Award Fee or as a
veteran Award Fee user. we are sure it will be helpful. The
information contained in this guide is primarily ideas and opin-
ions of two individuals with extensive Award Fee e',perience.
However, this is not the only source. We of course reviewed FAR,
DOD FAR Sup, and AFSC FAR Sup to insure that everything we have
included is in compliance. Additionally, we gathered information
from each of the organizations within Systems Command and, yes,
we even let headquarters give us a few suggestions. Finally,
each organization had an oppOI-tunity to review this and provide
recommendations before publication. As a result, we feel this is
a collection of all the best ideas on Award Fee contracting.

We present these ideas with the assumption that you are at
least somewhat familiar with the FAR, DOD FAR Sup, and AFSC FAR
Sup guidance on Award Fee contracts. The AF FAR Sup does not
contain any specific guidance on Award Fee contracting. Whether
"you are a contracts individual or a project officer you should
take time now to review the guidance in the FAR and FAR Sup.
Many parts of these of course affect your contract actions.
However, Part 16 of each of these provides specific guidance on
Award Fee contracting. The FAR and DOD FAR Sup paragraph 16.404-
2 cover; only cost-plus-award-fee contracts. However, as we will
discuss later, this guidance will help you in any contractual
arrangement that includes Award Fee. The AFSC FAR 16.404 pro-

* .ide3 additional guidance for fixed-price-incentive/award-fee
contracts.

This guide is not a substitute for FAR and FAR Sup guidance,
but will enhance and amplify the information from these. Nor do
we intend for it to dilute the program manager's authority to
rmanaqe his program as he sees fit. Therefore, keep in mind that
each program is unique, and how you specifically apply the
guiance contained here is up to you. YOU must tailor your Award
Fc.? 'r oqram to yuur specific needs and in so doing remember that:

e 1di"
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a. Nothing makes administering an Award Fee contract easy,

it takes work to get usable data.

, b. If your performance monitoring and feedback program be-
-" comes a pencil-pushing exercise, rather than a source of valuable

information, you are doing something wrong.

c. ihe goal of an Award Fee program is to help achieve your
acqulisition objectives. It is not to have a great Award Fee
program. Don't use the suggestions in this guide unless they

"Fhnefit your program.

1-2 Outline of Handbook

We divided this handbook into five chapters. This chapter
provides the introduction and each of the remaining four cover a

different portion of the Award Fee program. For the most part
these chapters provide a step by step approach to an Award Fee
program. Chapter 2 will cover the first step--preparing and

modifying the Award Fee Plan. Chapter 3 will cover the next
*step--basically putting the Award Fee on contract. Chapter 4

Will then cover step three in an Award Fee program--establishing
a feedback program. Chapter 5 is the final chapter and covers

the last step--fee determination and award.

Even though we have set this handbook up this way you should
keep one thing in mind: Information given in one chapter may be
applicable to other chapters. No, we have not done this to
Confuse you. It is simply because certain topics are applicable
to more than one step. For example, since we focus on the Award
Fee Plan in chapter two, we also include modifying the plan. We
did this even though modifying it will not concern you until step"'" three or four.

1-- F7Urpose of Chapter One

Chapter one helps you in the following areas:

* a. Know the definitions and acronyms associated with Award
*Fee.

b. Comprehend when an Award Fee contract is the most
.L-1 tabIe.

c. Comprehend the advantages and disadvantages of an award
. fee contract.

1 4 D)f-finitions and Acronvms

ihere are not many terms unique to Award Fee. However, we
will start with a few explanations to help your understanding in
th ) re: t ci4 the qnide.
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a. Performance Evaluation Period (PEP). The period of time
during which the government evaluates the contractor's
perfornance to determine the amount of fee to award.

b. Award Fee PoI. The total amount of fee available
thrcuqhout the life of the contract for award to the contractor.~Iriitiatly based on a percentage of the estimated contract cost,
however, the contract will reflect it as a dollar amount.

C. Fee Determining Otficial (FDO). The individual respon-

sible for deciding the amount the government awards the contrac--[. ' tot during the period.

d. Award Review Board (ARB). A group of government individ-
uals from <ey organizations associated with the contract under
evaluation. Theur primary task is to review the contractor's
performance during the period and provide recommendations to the
F DO.

-- e. Base Fee. The minimum fee in a straight Award Fee con-
tract that a contractor could earn.

f. Performance Evaluation Areas(PEA)/Items. The contractor
activities or products monitored and evaluated as the result of
the Award Fee Plan. "Areas" refer to generic contractor activi-
ties (e.g.. Configuration Management. Quality Assurance, etc.)
and are further described by "Items" in each Area.

Q. Evaluation Criteria. The standard against which the
cvernment v.111 evaluate the contractor's performance in the per-
formance areas/items.

1H Use of AwardFee

Yc.,u can Use Award Fee for any acquisition and with all types
o+ contractual arrangements. However, given its administrative
e 4 ort YOU should not use it when another contractual arrangement
will meet the acquisition objectives. This section will present

* s.Cme guidance on when Award Fee is suitable and how it interacts
with other contractual arrangements.

a. &uitabilitjy. As we stated earlier, you can use Award Fee
for an , acquisition. You can use it when contracting for ser-
vices. research and development, and, while not commonly done,

* production. However, FAR 16.404-2 provides some application

q. cu irl lines to consider when determining if Award Fee is sLitable
for al_ r program. As we stated in paragraph 1-1 this specific
. .rt1(-or is tor cost--plus-award-fee contracts but, you can apply
-he co.(epts to all Award Fee arrangements. According to this

-,e +ti:n, ;,n n ward Fee contract is suitable under the folIowing
. cond f iron _:

.



(1) You cannot establish measurements for the effort,
or portions of the effort. you are contracting for. Subjective
evaluation is the only way to determine the contractor perform-
ance on this effort. For example, finding the ideal balance
between weapon system performance and life cycle cost is subjec-

°- tire. Conversely, having a system achieve a specific pre-estab-
lished criteria, such as mean time between failures, is objec-
tive.

(2i Exceptional contractor performance will enhance
meeting the program objectives.

(3) The government desires the flexibility to evaluate
both actual performance and the conditions under which it is
accomplished. An example would be rating the contractor based on
his effort because of the constraints he operated under, rather
t -,an simply rating his degree of success.

(4) The final point on suitability concerns the addi-
*I tional administrative effort and costs. You should be sure that

the benefits of Award Fee justify these additional administrative
efforts and costs (35:16-10).

b. Contract Type. You can use Award Fee with both cost-plus
and fix'ed price contracts. Additionally, you can combine it with
f:ixed fee and incentive fee provisions. A Cost-Plus-Award-Fee
(CFAF) contract would normally meet the requirements of FAR
"16.31-3 and the considerations identified above. You would use

a contract that combines fee arrangement such as a Fixed-Price-
Ircentive/Award Fee (FFIF/AF) provision when the program has some
r asily identifiable objective performance factors, as well as,
cnt-air, some elements that require subjective evaluation. DOD
FAF 2ui 16.4)4-2 (70) provides a little guidance on combining
4,,Asd Fee with other arrangement. More importantly this section
i: your authorization for combining fees (34:16.4-5 - 16.4-6).
- ep one thing in mind here---the basic decision on contract type

. is no different from any other contractual action. You must base
yotir decision to use either a cost-plus or a fixed-price contract

* on the criteria established in FAR and its sups. Additionally,
when combining the Award Fee with another fee structure in a
cost-plus contract you need to remember that the combined fee
earned by the contractor cannot exceed the statutory limit as
identified in FAR 15.903(d) (1) (35:16-10).

S1-6 F otential Advantades and Disadvantages

Wo hav already referred to some of the potential advantages
-:d di_ dvartaQcs of using Award Fee. However, we feel they are
w,,rth hiahliqhtinq to oive you a complete understanding of the
cm ple; in I of ward Fee.
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lIhe greatest potential advantage comes from the Award Fee
incenti vizing the contractor to excellent performance. With
OL'4Ard :FEe you can accomplish this even when you are unable to
est blish a definitive objective evaluation criteria.

b. An additional advantage is that Award Fee leads tn
greater in'.olvement by both government and contractor personnel
-t all levels. Since the contractor earns Award Fee on merit.
the procgram will get high level management attention on the
contractor's side. Additionally, since evaluated items are
i-portant to thie success or failure of the program, senior gov-
ernment individuals will be involved. Finally, individuals at
lower levels will maintain a high level of interest. This is
because they can see they have a definite impact on the perfor-
nlmance of the contractor and the amount of fee awarded.

c. However, both of these advantages lead to the biggest
clisad antage. That is, the additional manpower cost needed to
administer the Award Fee. The documentation of the contractor's
performance, needed to provide the ARB an accurate picture

-equireua an extensive amount of time. Additionally, the organi-
zation will spend many man-hours on the ARB and FDO briefings.

I7
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Chapter Two

FREPARING AND MODIFYING AWARD FEE FLANS

2-1 Introduction

The writers of an Award Fee Plan need the following charact-
eristics: a Master of Arts Degree in English Composition, four
years of program office experience, and three to six months for
their staff to leisurely research and write the plan. Returning
to the real world, the writers are likely overworked Procuring
Contractinq Officers (PCOs) or project officers working on their
+irst Award Fee Plan who receive their tasking just before the

*plan is due. This chapter will help you to prepare and modify
one of the most important parts of an Award Fee contract.

2-2 PurDose of Chapter Two

Chapter Two helps you in the following areas:

a. Comprehend procedures for preparing an Award Fee Plan.
The handboo. first addresses the required sections of an Award
Fee F'an. Next, the handbook provides more detailed information
on three more difficult plan sections: Performance Evaluation
Periods (PEF's) * Performance Evaluation Areas (PE~s)/Items, and
Evalulation Criteria. The handbook includes a sample Award Fee
F an (see Attachment 1) which helps with format, standard verbi--
Agqe, etc., and lets you concentrate on program-unique tailoring.

b. Comprehend procedures to identify the requirement for and
to execute Award Fee Plan modifications. The handbook identifies
events which may require a modification and provides a checklist

* for preparinq and coordinating a modification.

'- (>ward Fee Plan Regui red Contents

OF-'2C Federal Acquisition Regulation (FAR) Supplement states
reUi r-'d Award Fee Plan contents:

(III The A ward Fee plan will, as a minimum, cover the
+co1 1 o i rrg:

w"A) Idcrtification of the FDO.

., r A - %
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(P) Identification of the Award Review Board
members and the area of their expertise.

(C) [he evaluation criteria against which the
c'r,tractor's p-:rformance will be measured. Criteria
will include a definitive statement for each level of
performance being used and identification of the range
c, i-cc, res assigned to each level of performance.

(D) The evaluation period and the respective
amounts of fee available for award.

(E) The use of interim evaluations to assist in
QLuidinq the contractor's in-period effort.

(F) The general procedures the Board will follow
(including use of interim evaluation results) to assess
the contractor's performance and arrive at a recommenda-
tion of the amount of fee to be awarded.

(G) Identification of the data to be used in the
evaluation (for example, specific Contract Data Require-
ment List (CDRL) items).

(H) Planned weighting factors for the initial
Award Fee period.

S.'I) When a Cost-Flus-Incentive-Fee (CPIc-) contract
is used with Award Fee provisions, the projected target
f.e percentage and minimum fee and ma'cimum fee percent-
ages available under the cost incentive must be
identi4ied in the plan (15:117-118).

]his quldance leaves you plenty of room to tailor the Award
F ?e Plan to suppor t. Your propram. Based ori our review of several
•w-ard Fe-E Plans and ex.perience, we recommend that your plan Use

tr,-o +ollcom-ing +ormat:

a. Introduction. Take care of general procedures such as

,, the plan's purpose,

k.' the effort and data sub3ect to evaluation, and

- the FDO's fee determination authority being inde-
* er, r~r rf hP- "D I s teS clause.

U . F 00 oDd AO-P Members. Identify the FV0 by position title.
J ,t I -. . )ward Beview Board kARU) Ch i rpprson, F'CU, Secretary
" ec rr . -vrd the rest o the voting and nonvotino member=.

. ,j r ' -r.... a cdf e' pertise. Here ar- some addil-lona]

74
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S.:

() bPecause the ARB membership frequently changes, male
the liisl an anne' to the plan, to mal:e updates easy.

k2) State the ARB Chairperson may allow member cjesi-
n-'es.

(I)} Identify the Recorder as a non-voting member.

(4) State which members must be present for an ART
meetinq. This is normally the Chairperson and PCO. State how
m ry ARB members must be present for a meeting quorum or leave
that decision to the Chairperson.

c. Ferformance Evaluation Periods and Fee Allocation. Iden-
tif>y each PEP's milestones or dates and available fee pool (See
,ttachment 2). During contract negotiation, state the amount of
fee poD in each PEP as a percent of the total Award Fee pool.
,fter negotiations determine the pool's size, then insert the
dollar amounts. Also, do a cross check between the contract's
SCHEDLJLE "B" Available Award Fee and the Award Fee Plan. Before
the first period's fee determination, the sum of the period pools
will equal SCHEDULE "Bs' Award Fee Available. After the first
fee determination, SCHEDULE "B's" Award Fee Available figure is
the sum of the Award Fee Earned and Award Fee Available +or the
remaining pe, iods.

d. F'er+ormance Evaluation Areas/Items. State which
-reas/items of contractor performance are subject to evaluation
a-,d the weignting factor for each FEA (See Attachment ).

e. Evaluation Criteria. Statr the Evaluation Criteria that
the qo',ernment will use in their evaluation. For each level of
pf-,rormance, state the adjective rating, a description statement
-jord picture) of performance, and the range of scores (See

f. erformance Evaluation and Fee Determination Procedures.
5'.' n -riz? the contractor performance monitoring and feedback, and

St r)e fee, determ. nation and award procedures (See Chapters Four and
Fl,). Address informal and written feedback, interim evalua-
tion. FDO evaluation and end of period evaluation. Finally,
ident14,j evaluated effort and data items if a general statement

t i.e, "FurpOse" paragraph was not used.

O g. Fee Summary . State how the government will Compute
e • " r,-?d -rd Fee. If your contract mi',xes incentive and award
f -- ,, the crco)ected target fee percentage and minimum fee and
rMn jlrl"'m te- percentages available under the cost incentive must
b , v1-rti4ied in the plan."

%
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h. Award Fee Plan Modifications. State the rules covering
IAward Fee Plan modifications. Identify items which are always
unilateral novernment changes regardless of time in PEP.
Identify how the contractor gets notice of changes. Must the
change get distributed before the PEP starts, or will a PCO
letter serving notice of intent satisfy? Finally, if the plan is
not an attachment to the contract, state how modifications will
be controlled and approved.

i. Early Termination. If terminated early, establish the
procedure to determine Award Fee.

J. A-ward Fee Integrity. State how the government makes the
Award Fee process as fair and obJective (15:117-118; 17:Atch 1;
24:Atch 4; 27: Atch 1).

2-4 Award Fee Plan Modifications

*-' ." Dont be surprised or discouraged if the day after yo.t
dicstribute your Award Fee Plan someone comes into your office

* with a change to the contract or program which requires you to
change your Award Fee Plan. Change is necessary to make the
Award Fee Plan support your dynamic program. This section of the
handboot, helps YOU to identify the requirement for and to execute
Award Fee Plan modifications.

a. When Modifications Are Necessary. There is no definitive
list of events or actions which require modification to your
Award Fee Plan. Use common sense, program knowledge, and a few
sagqestions from this handbook to identify situations requiring
Award Fee Plan modifications.

Here are two notes to consider on all modifications:

(1) Springing a modification on the contractor without
notice or- being given a chance to comment shows bad faith and a
lack of professional courtesy. Even if it is a unilateral mod-
ification. let the contractor know the government is working on a
change. The contractor's management will appreciate even a

* ~ simple comment by the Program Manager or PCO. Ask the contractor
to review and comment on the proposed modification. His review

pr ovides a different view of the modification and may identify
errors in the proposed modification.

(2) Most Award Fee Plans allow unilateral government
* modifications before the start of the PEP in which the change is

effective. It pays to get modifications done early; unilateral
modifications save a lot of time and trouble. The contract's
-peciel Frovisions provide definitive direction on modifications
(157:Far3 52.216-9001).

°:%/'
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Here are events which may require modifying the Award
Fee Pl'an.

(1) Before the Start of Each PEP. before the start of
4each FEF, review the following items for change:

(a) F'erformance Evaluation Areas/Items. As your
proqram proceeds, the areas requiring exceptional contractor
performance change. Add, delete, and change PEA/Items and their
relative weights to get the most motivational "bang for the
buck." For e'ample, early in an acquisition, contractor tech-

nical representative support to the user may not be as important
as design Fngineering. However, as production units "hit the
ramp," the technical representative function grows in importance.
Your ability to motivate a contractor greatly depends on the
PEA/Itens and their weighting, so keep the areas of contractor
performance most important to your program in your Award Fee
Flan.

(b) ARB Membership. Again, as your program pro-
*ceeds. the important government players change. Add. delete, or

ctianqe ARD membership to reflect the needs of the program. For
" e>:ample, a program integration contractor generated facility

i.f formation for the US Army Corps of Engineers (COE). who was
t,,]dinil the facilities. The COE commander had an important

i ,I t- E ARD early in the program. As the facilities were
~:ciopletec. the importance of the contractor's facility task and
the COE commander's input decreased. In this situation, replace
the COE with someone from facility operations, Test and Evalua-
ti on, etc. In trying to limit the ARB membership to a reasonable
number, not every discipline can be a member of the ARB. Only
tlie disciplines most important to the acquisition program now
should be ARB members.

(c) Award Fee Fool Distribution. The initial dis-
tribution of Award Fee over the PEPs was based on the program
iChedule as understood at the start of the contract. Initial and
:urrent schedules will diverge over time. Compare the rational
t..,ed ir, distributing the initial pool over the remaining FEF's to

* thO ,7urrent situation. If schedule events have slipped, be sure
that tnm ponl dollars also slip. Do not let the contractor
ccl]e:ct most o+ tre pool while important program tasks remain.

Cp r'lcuh pool dollars available to motivate the contractor
late in the contract.

*d) w ward ee Period Milestones. Review future

-i mTilestones. New program schedule "show stoppers" will appear

,s the acquisitionn pr-ogresses. Consider changing PEP milestones
'-: Ir-l--Idr tese "show stoppers." Next, compute the likely
period lenqths based on current schedules and milestones. If

~° nrj,nq .4 pE'riod depends on A radically changed milestone. con--
i e -der t hanging the milestone or- the remaining PEF structure.

'p
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(e) FDO/ARB/Proqram Manager Input. Other import-
ant input sources are the FDO, ARB members, and program manager.

As a matter of course, remind these people that the end of the
PEP is approaching and request their input. If you feel a change

• is necessary, include a draft of the proposed change with the

S..memo and request comments.

(2) Command Guidance/Regulation Chenge. Be on the
_c:!: for hiqgler headquarters policy guidance, new regulations,

'-. statutes, etc. If available, review Inspector General evaluation
" ~.reports for examples of well and badly managed Award Fee

p roqr ams.

(3) Contract Chanqes. Added or deleted tasks change
associated contract cost and fee. For low dollar value changes,
changing the Award Fee pool is probably not worth the administra-
tive effort, but large contract changes will likely include
chanqed Award Fee dollars. Remember two points:

(a) Make the contract fee structure beneficial to
the program office. If your contract has both Award Fee and non-
Award Fee available, the contractor may propose putting a dispro-
portionate share of new fee into one or the other type fee. If
the contractor's past performance has earned him low Award Fee

determinations, he/she may try to shift new fee dollars to non-
Award Fee areas. This lessens the impact of his poor perfor-

mance. Alternately, if the contractor's superior performance in
the PEAs earned him high Award Fee determinations at the expense

of cost control, he/she may seek a shift toward Award Fees. If
*?- the present contract fee structure provides the management con--

tvol needed by the program manager, insist added fee continue in

the same proportions as the original contract. Similarly, if
dissatisfied with the contract fee structure, modify the fee
structure via the contract changes. Remember that the amount and
types of fee determine the motivation of (and signals sent to)

the contractor; so you must make positive and knowledgeable deci-
.Sions related to the contract's fee structure.

0(b) Consider the total impact of the contract
r- change on the Award Fee Plan, not Just the added fee. Consider
if the changed task requires new or modified PEA/Items. Also,
determine if the new effort results in changes to PEP milestones.

(4) Motivational Imoact. Change the Award Fee Plan to
.eep pressure on the contractor by sending clear signals of what
. :b -havx r(T.) earn rewards. An example of a wrong signal being

% -;,-nt is a P.- percent Award Fee contract. It mav incorrectly
n Fd a aiqna7[ to the contractor that schedule and technical

.0pr formanv- ar paramount with no concern for cost control. When
th& perreption is detected, addition of a cost control PEA/Item
vwill hel1p correct that misconception. An Award Fee Plan changeI79
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ima'. aso Lend a new signal to the contractor. A minor task on a
1.Arge acqulisition contract was the peraodic maintenance of pro--
cured support equipment. It became apparent that the con-
tractor's performance, while not negligent, was less than
e:'pected. A Performance Evaluation Item was added to include
supFort equipment maintenance. Result---increased contractor
emphasis on this task. key point--make a conscious effort to
send the correct signal to the contractor.

(5) Program RestruCture. If your program is restruc-
tured, take the opportunity to determine if Award Fee was a

-' positive or negative influence on the contractor's performance.
If the latter, consider changing the Award Fee Plan.

b. Lvecute Plan Modifications. Once you have determined the
need to modify the Award Fee Plan, preparing the change and
getting coordinations and signatures becomes the time consuming
but necessary, task. Think about the points in this modified
"Coordinator's Checklist" originally found in Air Force Pamphlet
1 '->2 (better known as The Tonque and Quill):

1- save time and coordinate with your PCO and/or pro-
gram office project officer before writing the
change. Get format and content suggestions. Also.,
determine if there are any undistributed modifica-
tions which impact your change.

0 Consider replacing entire pages (old page out, new
page in), vice pen-and-ink changes. Keep the plan
neat looking and readable.

1) be+ore requesting formal coordination from others,
ha've a united position in your own office.

-If your office manages other Award Fee Plans,

let your co-workers review and comment on your
change. They may want or need to change their
plans also.

* -+,eview the change with your supervisor. Get any
guidance or intelligence on the people that you
will be coordinating. Finally, get your supervi-
" or s coordination.

-l Prepare yoursel+ for likely questions.
S

.-Why is the change needed? What is wrong with the
status quo?

--Why this change is a sound position?

* --Ate all administrative procedures completed and

0t
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accurate 7

-Is the change concise and clearly written?

-Does the coordination package contain all neces-
sary information or does the reviewer have to find
other documents to understand the change? Consider
including the tasker (thing that caused
you to do the change) and the current Award Fee
Plan -or reference.

- 'C.-Would you sign the paper yourself if you were the
official?

0 Determine who should coordinate and sign. Identify
any required coordinations or signatures by review-
ing the Award Fee Plan and unit regulations
or operating instructions. Seek your supervisor's
or- other action officers' guidance. Review a
recent change coordination copy for clues.

0 Consider shot-gunning copies of tne change to all
parties. Tell them that you will be contacting
them and have sent this advance copy to assist in
their review.

O Map out your remaining coordinations and signa-
tures. Using your knowledge of the personalities
involved, consider starting with the person(s) who
actually reads, researches, and comments. That
person may generate salient comments that are worth
changing the package before continuing.

0 Face-to-face coordination is best whenever time
permits or when the subject is complex. If geo--
graphically separated, mail or fax a copy of the
change to the person. Request their coordination
via telephone with follow up written coordination.

SAsUsk reviewers to call if they have questions or if
they plan to nonconcur. When called, courteously
answer their questions. If they plan to nonconcur,
understand their concern, tactfully ease that fear.
and, if possible, negotiate a mutually acceptable
sol uti on.

0. If YOU get a nonconcurrence, attach it to the package
and submit a summary of the disputed issue to your
eupervi sor. Consider asking your supervisor to
intervene and to negotiate an acceptable compromise.
Thow future coordinators the nonconcurrence. Try to

40
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avoid dumOing the disaqreement into the

FDOis/commander's lap, resolve disagreements if at all
possible.

Ui 14 later coordinations result in significant
changes, review the changes with the initial coor-
dinators.

0 Don't trust your package to base distribution.
Request that the coordinators call you after coor-
dinating and hand-carry the package to the next
office.

0 Keep track of where your package is and prod slow

coordinators (33: 190).

UCnce you receive all coordinations and signatures, give a
camera-ready package to the PCO for transmitting to the
runtra!,tor.

*He on the lookout for the requirement to change the Award Fee
Plan. While it does cause work, a current Award Fee Plan helps
the program office effectively manage the contractor and meet
program obiectives. Preparing and coordinating modifications is
not the most exciting lob that you will ever do; however, it is
absolutely necessary.

Now that the original or modified Award Fee Plan is on con-
tract, Award Fee contract administration begins. Chapters Four
arid Five discuss this topic.

.o•4
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Chapter Three

SOLICITATION AND CONTRACT

3-1 Introduction

Ok. so now you have started developing that important aspect
of the Award Fee program - the plan. Everything's set, right?
Wrong' Now you need to look at putting it on contract. While

". this is primarily a PCO function, it also involves the project
officer who also needs to understand the process.

-" 3-2 Purpose of Chapter Three

Chapter Three covers the requirements to contractually imple-
ment an Award Fee program. It will help you in the following
areas:

a. Determine total Award Fee pool.

b. Comprehend the procedure to select or develop the correct
solicitation and contract provisions.

c. Comprehend the requirement to reserve the appropriate

amount of program funds to cover the Award Fee pool.

--- Determining Award Fee Pool

•' Many aspects impact the initial determination of the award
fee amount. However. they are not really any different than
determininq the appropriate fee for any acquisition. The extent
of competition as well as the type of effort and fee structure
will affect the determination of the fee pool.

a. As with most competitive acquisitions you will probably
allow the competition to determine the fee amount. However, keep
in mind there is a statutory limitation on the maximum fee you
can award on cost-plus contracts. Additionally, AFSC FAR Sup

* states that the base fee on Award Fee contracts will be zero
(15:116,.

b. 14 the acquisition is sole source, the fee pool will of
course be subject to negotiations. In establishing your objec-
tive YCJLu should use the same procedure you would on any acquisi-
tion. [hat is to consider the type of effort required and the

".

4 3

'p%

e0t



%

amount of risk the contractor bears. Here also, you should keep
in mind the restriction identified above. Additionally DOD FAR
Sup states you should not use weighted guidelines for determining
either the base or maximum Award Fee (34:16.4-4).

c. Both of the situations identified above will still be
issues in acquisitions that use a combined fee approach.
However, this approach does increase the complexity of
determining the award fee pool. Using a combined approach
indicates the government wants to incentivize those areas
contained in the Award Fee Plan and areas that can be more
objectively evaluated or determined. First let's look at
c c~cribini-n an Award Fee with a performance incentive. The
-iLtmpjlest way is to identify the effort directly affecting the
performance. Then determine the ratio of this effort to the
remaining effort. This will establish your performance Incentive
Fo-e to Award Fee ratio. For example, if you are contracting for
an engineering services contract, a report may be one of the
contract products. Another portion could be providing technical
advice. If the contractor's providing reports, on a certain

* erhedule, take 60 percent of the total contract effort, then
divide the fee accordingly. Sixty percent of the total fee is in
the performance incentive and forty percent is in Award Fee.
However, you may not always find it so simple. What if the
technical advice is much more important to the program than the
reports' Now, it becomes more complex. There is no simple way
of determining the mix in these situations. The mix. you
establish needs to communicate to the contractor, that the advice
is the most important. However, you must also be careful to not
dilute the importance of the reports.

When combining Award Fee with cost incentive you will find
the sam-7 complexity. You should first see if you can identify
the e+fort in which you feel the contractor has the greatest
control over costs. Then your ratio of incentive to Award Fee
V.Jfuld rel lect this. However, as with performance incentive, the
ratio really needs to reflect the balance of cost to performance
the gnvernment wants. Again, there is no magical formula and
quite often the program manager will simply dictate the mix he

* wait s.
.. S

-4 Solicitation and Contract Provisions

After you determine how to establish the Award Fee pool, you
need to notify the contractor(s). Additionally, you will need to

* include Award Fee provisions and restrictions in the contract.

a. When you develop your solicitation there are only three
areas the iward Fee affects.

.1 The first is the executive summary letter to the
( -.2 1 enti i contractor(s). In this you should notify the contrac---
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tor1 of the intent to use an Award Fee. Additionally. YOUt
should I nform the contractor of how he should propose the Award
Fee. it you choose to combine fee, inform the contractor of the
qovernment's desired ratio in this letter.

(2) Fe second is simply an inclusion of a line titled
* " "ward Fee Earned To [)ate" in Fart I Section B (35 14-2) This

will account +or the amount Award Fee the contractor earns during
the life oi the contract.

(3) The third area is the inclusion of a clause in
Fart II, Section I (35:14-2). AFSC FAR Sup includes clause
-2.26 90Ul for Use in CPIF/AF contracts. While the FR Sup
intends this clause for use with CFIF/AF, You can modify it for
use in other types of arrangements (15:119). In modifying this
clause, some of the provisions are key to the Award Fee process.
You should include these in any modification.

(a) First any modification shoild include a space
for the total Award Fee pool. This is the only place the con-

tract identifies this amount.

(b) Secondly, this clause needs to recognize the
.- Award Fee Plan. This clause is makes the Award Fee Plan contrac-

tuailly binding.

(c) Next the clause should include the procedures
for evaluating the contractors performance using the plan.

(d) The fourth point also deals with the plan--
how to modity it. We covered the actual modification of the plan
in reater etail in chapter 2. What is important here is the
ability, to unilaterally modify the plan. This is key to being
able to focus the contractor on what the _qovernment feels is
important. As we stated in chapter 2, in a dynamic program, what

is important ma, change from time to time. The Award Fee clause
needs to establish the right to adjust to these changes. How-
cier, the clause should also include some restrictions or, unilat-
eral actions to protect the contractor's rights. For example,

* thu unilateral changes may only apply to future periods.

(e) The final point is an absolute must in any

Award Fee contract. This is the restriction to prevent the
' contractor from disputing FDO's decision. Including the

z-stemrrt relatinq to the disputes clause as in the AFSC FAR Sup
-lau e will accomplish this.

As you can see the specific wording of the clause can vary
.- dc'p . dlrn on your specific acquisition. However, there are some

points ,ou should consider when tailoring the clause.
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~-'Comm it ment of Funds

This Subject is not very complex or difficult to accomplish.
However, Lmproper treatment could put the contracting officer in
the position o+ violating Federal Laws Air Force Regulation, and
AFS3C FAR' Sup. The Anti-deficiency Act, AFR 170-17. and AFSC FAR
'LIP 16.41)4-2 (9(_))(1) each address commitment of funds for govern-
ment liabilities. When you award a contract with an award fee
provi -;i on you maik-e a promise to the contractor. If he performs
to the highest standards established in the plan, he/she will
receive the total Award Fee. This promise is a liability to the
government. However, since it is contingent on his performance
and the government's subJective evaluation, it is a contingent
liability.

The references cited above require you to Commit funds to
cover all liabilities. including contingent liabilities. The
requirements vary in how much of the potential liability you Must
commit. AFR 170-13 allows you to estimate how much of the
liability you Will really need and only commit this amount

*(28'E:7). Currently, however, APSC FAR Sup requires that YOU
commit the total period's Award Fee (15:116). So, when you award
the contract, you should commit the Award Fee for the initial
period. Additionally, at the beginning of each Subsequent period
you should commit the funds to cover the pool for those periods.
1he primary reason for requiring the commitment of the total
amount is two-fold. First, it will usually be difficult to
accurately predict the contractor's performance at the beginning
of any single period. If you greatly underestimated his perfor-
mance, you may be short of funds. Secondly, even with an
aCCUrate estimatelyou could give the appearance of biasing the
Eibiective EVaiLtation.
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Chapter Four

FEEDBACK PROGRAMS

4-1 Introduction

Is the time and effort needed to rLun an Award Fee program
worth the effort' One of the best ways to make the answer a
resounding "Yes!" is to build a comprehensive performance moni-
toring and feedback program. When teamed with a counterpart
contractor fepdback system, this off-shoot of Award Fee contract
administration provides a powerful program management tool that
helps you to achieve your program objectives.

4-2 Furpose of Chapter Four

Chapter Four helps you in the following areas:

a. Comprehend how to develop, implement and operate an award
fee contract contractor performance monitoring and feedback
pr ogr am.

b. Comprehend the components of an internal contractor award

fee monitoring and feedback system.

I .- Performance Mnnitori . and Feedback Frooram

The basis of effective Award Fee administration (and an
eiement o+ gnod program management) is an effective contractor
performance monitoring and feedback program. The program not
crly helps in Award Fee determinations, but provides a medium to
surface and resolve problems. This section helps you in four

*Wa'/s. First, YOU learn the characteristics of a feedback pro-
gram. )econd. you learn a feedback program's advantages and
disadvantages. Third, you learn the duties and responsibilities
of program participants. Finally, you learn about the operation
o a feedback program.

. a. Feedback F'rooram Characteristics. Develop a performance
imonituring and feedback program that has the following qualities:

-,I) Comprehensive. A program must be comprehensive in
t Vj r) ,. First. it monitors and reports on all areas of the
crtr t or s efforts which are subject to an Award Fee determina-
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tion. Second. get input from all members of the government
team---from the newest second lieutenant to the proqram manaqer.

(2) ContinuoLus. Monitoring is continuous and not a
crash eftort when the period ends. Also, the fEedback between
th gJrrvrrnment and contractor counterparts should take place
daiy. Formalize this feedback in periodic, written feedback
i nputs.

( ) Timejy Make the time between observation of con-
tractor performance and feedback as short as possible. The
sooner received, the sooner the contractor can begin corrective
Action and improve his/her performance.

(4) Constr uct, i ve. Feedback's purpose is to improve
contractor performance and to help achieve program acquisition
ot-2ecti.es. Feedback is not a game of "gotcha" or a way "to get
so-and-so in trouble."

(5) Good and Bad. While it is easy to criticize the
failures of the contractor, pay just as much attention to report-
ing instances of superior contractor performance. Identify the
contractor'> superstars by name.

(6) Communicated. Performance information sitting on a
g'Dvernment desk does no good, for only the contractor can take
correct i ve ar:tion.

(7) Specific and Actionable. Broad statements of
qlittering generalities" do no good. Be specific, Specifically
identify the event observed (use dates, titles, names. etc.).
St_3te what happened and what satisfactory performance would be

('.:Ch 7; :Ch : 76:-- - 7:-. .).

b. Fdvantaqes and Disadvantages. There are a number of
.cjvantages and disadvantages associated with a formalized per-
+ormane monitoring and feedback program. Work to accentuate the
a -antages and control the disadvantages.

0 (1) Advant aQes.

(a) identifies problems early enough to allow for
"corrcti /e action,

(b) encourages government team members to monitor
O, cr,~- K ~t f er f ,rmance and to submit feedback reqularly,

(c) provides a forum 4or government and contractor
1to reqularly discuss performance issues,

(" forces a more +nrmali-ed monitorina and feed-
O~ - ,roram, than might otherwise e ist, and
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k E prov,.ides the A-FN 'B and FDO with detailed perfor-
- FC-: caAlurinq the fee determination process (36:- ~'7:

- -. 91 i hsadv.antames.

(a) takes a lot of government time and etfort to
prepare- and process inputs.

(b) if poorly managed, it opens a channel for
ConStr-LICtiVe changes (The contractor may begin to react to feed--

bk c 1 rfuts rather then the contract.),

(c) encourages over emphasis on the individual
4unctionsal careas, to the detriment of the program, and

(d) may make the contractor's mid-level managers
so reactive to feedback inputs that feedback, niot managerial
d-_cisicns., determine contractor actions.

* L. DuLtIes and Responsibilities, (411 government team members
have l1uties and responsibilities in the performance monitoring
and +eednacr' program.

(1) Monitors. rill government team members are Award
Fee, Monitors. Team members include the program office staff.
statf nffces Supporting the program office, and cognizant plant
offices. The three key duties of the Monitor are to observe, to
reord. and to report contractor performance (26:Ch : 7Ch .

I.-') Division or Directorate Chiefs. The Monitors'
supervisors regularly call for and collect feedback inputs.
Ha._VlnCi collected the feedback, the Division or Directorate staff
shold perform a quality check of the feedback before passing it

*Cfi. Usu-ally the Division or Directorate Chief appoi nts a SUbor--
* dinate as Division or Directorate Project Officer. He/she
* * lrrdl ~s the adiministrative details of collecti ng and revi ewing

eed~jinputs. Take care that the Subordinate has the maturity
&ri prograrr e; perience to identify feedback items which are

* ~.r pmrrpri.ate or require the attention of the Chief.

(> 'Award Fee Froiect Officer. This person 1-_, niormnl./
jf thc? Fpr,.Ifrem Office who i=_ responi efofdin

t ~ ~ ~ t her t-d, iitips cdf thr- perfor-ManvE- monitoring
i o~. k, I 3 Llram6. He/she is t he program manager'. OfF for

e r--r Fee rI at ed t a s . He/she collects feEdJback from thie
~vc;irsaid,- DirectnratEs arid prepares them for sending to thc?

' 4) Contracting 0+{icer. Ihe Contracting 04ficer
I iefrr-nt5 all c-ontracting actions, and advises the Program
i'+4c !CE- 01iC01ntractuLB interpretations.

%



godrnm ernattions An effectively operated performance monit-
orin and egback program provides the program office with

n,aluable bY-prorts a+ an Award Fee contract.

Note: Remember the note at the start of the paragraph tailor
fothe pror am to \.our unique situation.

tem (I) The active participation of all members a the
, vernmenta te c acto a successul performance montorin
th +L willedbac program. ihat participation requires several
thincs. First, program mangers and supervisors' ontnuous

]... ippcr ancl lirection is vital. A successful program Manager
'i" st ated :

i or our contractors. As a result, the government

. lpsr e er b dne is n aot rs noheore adonale

d.te alm Must effectively use Award Feeain th reqirhe
"'" desired performance from our contractors. Timely feed-

t-ach th the contractors on their performance is the
(irst step in the process (37:-)m

aecond, while writing feedback inputs May irritate some Monitors,
athey will become more willing participants wher they see the

nimpact of their efforts. Third, providing feedback Must be an
icintegral part of be phsianyen tneam memberas ob--something that
they stiober ob done. It is not ust another additional

.duty. inaly, team members need training on the requirements of
efotre contract and on using the feedback program.

Mn'-"r (2 personalMonitors are the basis of the ent monitrin
m and feedbat program and start the process. rThey have the

eoo/+hHlowin/ jobs:

-. 3r us 'a) Observ e n Ooserve the daily performance of the
' contr actor in fulfilling the provisions ob the contract. Your

.-Monitor need not be physically in t,e contractor's plant, since
...-- they still observe contractor performance daily--they read and
• ."- nalyze data items, use contractor developed drawings, attend

• tests and design reviews, review schedule status, etc. The

PerformnlCe Measurement standard is the contract, not the
Mo--or'- personal preference ( increases te importance ofliii£ o.ernr ent teamr members understanding contract requirements).

-] (b) Record. Record his/her obs ervations. He/she

=rI3.. -. ?-. t-ih her engineer s notebook, slips of paper, calendar"
t- Ir r)~n qt hat V r s . (-tress writing observations down as soon

. ]]as pcj -,Ie _Afd not trusting one's memory.

,C . ' o t I hbis di f fi1 CU t Job i r,ecessar to

.. ,,r: , T , r - ji. ,m vi or 1 ' :fI, 1 7 ... . Two sE~par'-ate reports arf.,..
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(1) First, soon after observing the
pertornnce, pro, ide both positive and negative feedback: to the
Mu)nitorc- ' contractor counterpart. The feedback should normally

be verbal, informal, and a normal part of doing business. Main
these CisCUSSions a positive channel of communications between

the qovernment and contractor. Do not avoid discussions because

the counterpart may not like the message. If the Monitor faces a
noin-receptive counterpart ask the Monitor's supervisor or
Contracting Officer to intervene with the contractor's

manaqement.

(2) The second report is a written input to
the proqram office on a periodic basis (not more often than
month.l). Clarity is vital. Remember the input's tex,.'t will have

to stand on its own, without clarifying comments from the Monitor
(24:; 7: 7:-...) .

-T) There is one exception to providing
feedback. thould you suspect illegal contractor activity,

S(c:cntact the program office and Contracting Officer immediately.
[he.. must get the Monitor's concern confirmed or allayed, and

press on.

fT, ihe Division or Directorate Chiefs (and his/her

Frntezl- Officer) have two tasks--one administrative and one con-
c pua I

(a) The administrative task includes the following
steps. Request written inputs from the Monitors periodically

(.:suall v monthly'. Review the inputs for completeness, grammar,
and, ir, qeneral, insure the inputs are ready for typing. Return
or correct deficient feedback inputs.

(b) The conceptual task is more difficult,

requ res careful attention, and is critical. Your Monitors are
responsible for and report on a narrow range of the contractor
?tivitles. You may find the Monitor expects the contractor (and

the government) to concentrate more resources in his/her area at
4the ewr7anse of the rest of the program. The Monitors "fail to

fhe r,-' forest for the trees." [he Chief or Project Officer must

identi-, and/or modify feedback inputs that may help a tree at
the etpense of the forest. This review requires a person who
understands the +orest, so the Chief or a mature and experienced
Fro ect 'ifticer should do this task (7:--).

U4j Ihe Program Office's Award Fee Project Officer has

the foilowinq task:

(a' Wmrk ing with the Directorates and Divisions.
ne '7.hu, ust ; i ishe-3 the procedures and schedules to receive feed-
h : r, nu &t tie Director ates and Di vi Si ons.

N,
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(b) He/she reviews the feedback inputs.

(c) He/she supervises the administrative word pro-
cessino task necessary to prepare the inputs for the contractor.

(d) He/she coordinates questionable inputs with
the Contracting Officer.

(e) He/she transmits the typed feedback inputs to
the contractor.

(f) He/she helps the contractor to clarify feed-
back inputs (37:--) .

(5) The use of the feedback is, of course, the con-
tractor's call. The contractor may review the inputs, determine
an appropriate reaction, take corrective action, and provide
feedback to the Monitor. Likewise, the contractor may decide to
take no action.

4-4 Contractor Feedback 3ystem

This section of the chapter outlines a contractor feedback
system which you might recommend to a contractor. Why is this
important to you? Government feedback is useless unless the
contractor acts on it. Program objectives suffer at both
e ,tremes of feedback use--the contractor completely ignoring
feedback or the government managing the contractor's business.
Between the extremes is an environment where the government
observes, records and reports on contractor performance; and
contractor management analyzes, determines action, and implements
corrective action. As a government project officer or
Contractinq Officer, be able to suqqest a method for the Contrac-
tor to deal with qovernment feedback. Figure 2 represents the
p -ocedure used by a major aerospace contractor to respond to
qo,,ernment inputs and consists of the following process:

a. Feedback. Customer (government) input enters flow chart
I +rom all of the sources discussed in this handbook--FDO letters,

irformal inputs, monthly feedback, etc.

b. Fositive l [Input ]. This is a decision point. If the
- . input was a complement. identify the person(s) responsible for
, * that performance.

6I.
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c. Recognize Performer(s). Let the performer know that the
customer noticed and appreciated his/her achievements. Rewards
are appropriate and might include a pat on the back from a high
level manager, positive notation in the employee's work record,
being recognized in the company newspaper, receiving a small gift
such as a pen or lapel pin, etc.

d. [Not3 Positive ? [Input]. This is the same decision
point for a negative input. Negative inputs go to a company
Award Fee Office. That office does two things with the new
input. First, they assign an action item to the responsible
directorate for analyzing, determining, and implementing
corrective action (if appropriate). Second, the office enters
the action item into a tracking data base.

e. Directorates. The company directorates assigns an office
of primary responsibility (OPR); updates the tracking data base
with the OF's name and estimated closure date; and monitors or
helps the OPR.

f. OPRs. A key to the OPR's actions is contact with the
customer (government Monitor) who submitted the input to keep
that person informed about the company's corrective action plan
or decision to not address the input. The OPR has the following
tasks:

(1) Validate--determine if the input is a true problem
requiring continued analysis.

(2) Dispusition--determine how to address validated
problems.

(7) Correct--Take action to resolve the problem or
recommend corrective action if the problem is beyond the OPR's
control.

(4) Closeout--administratively close the action item.

(5) Inform Directorate--notify the tasker of resolu-
* ftion.

A " . Action ComDlete? This is a decision point. If the
action item is not satisfactorily completed, the Director or
Award Fee Office returns the action item to the OPR or reassigns
the action item. When satisfactorily completed, the action item

* returns to the Award Fee Office.

h. Award Fee Office. The Award Fee Office performs two
ts , to cIose the action item. First, they contact the customer
to detetrmine if they were contacted by the OFR and understand the
IF)'s cloaur2 action. Second. they update the tracking data
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'he key to such a program is a company Award Fee Office with
strong top) management support. This o+fice performs two duties
tor t-e comnany manager. First, the office monitors the closure
c action items and regularly briefs local and higher managers on
action item closure status. Directorate managers and OFF's with
open action items receive assistance and motivation from the
managers. Second, senior of+ice personnel serve as an ombudsman
between the government customer and contractor OPR. If the
customer and OFR are unable to find a satisfactory resolution to
an action item, the ombudsman enters discussions with his compa-
ny's managers and with government Monitors. F'COs, program

manager, etc. (%:---).:

Twu warnings about this section:

a. The contractor, not the government, decides how to use
Award Fee inputs. The government team must not direct the con--
tractor to carry out a specific method to address inputs. Your
best tool is a positive environment between the government and
contractor which encourages open discussion of problems and solu-
tions.

b. the contractor performs to the requirements of the con--
tract. not to the desires of government team members. Do not
allow the Award Fee inputs to become a channel for constructive
changes. In this instance, the PCO and program office must
protect the contractor from the government. Likewise the con-
tractor must feel com+ortable in telling the government that a
suggested action is not within the contract's price, terms, and
con d it ion s.

This process represents one way that a contractor may address
the qovernment's inputs in a positive, result-oriented way.

;..::- - VV . -
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Chapter Five

FEE DETERMINATION, AWARD. AND FUNDING

5-i Introduction

During the Award Fee period, the contractor fulfills his/her
responsibilities to the government. During the fee determination
and award, the government fulfills its responsibilities to the
contractor. The government team needs to determine and pay the
earned fee in a timely, professional, and businesslike manner.

5-2 FLr.pose of L.hapter Five

* Chapter Five helps you in the following areas:

Ra. Comprehend the fee determination and award process.

b. Comprehend the procedures necessary to fund the Award Fee
deter nl rat i on.

5 Fee Determination and Award

Tht-, section addresses si>. fee determination and award pro
Less subjects: duties and responsibilities of government team
members, time constraints on fee determination and payment, AR
preparations, ARB operation, preparations for the meeting with
the FDO, and the post-FDO determination events and responsibil-
ities of the ARB Chairperson and Recorder.

.a. Duties and Responsibilities. All government team members
have duties and responsibilities in determining and paying the

* f ie.

(1) Monitors. Monitors have the following duties and

responsibilities:

(a) During the Award Fee period, the Monitors
* should have provided informal feedback to their contractor

cnunterparts and written feedback to their supervisors.

(b) Since the program office must collect., review
and include the last of the Award Fee period's feedback inputs in
tr-,e in4ormation presented to the ARB, the Monitors must support a
f,- t turnaround on this set of inputs.

% . ._ .- . % ', -. .. ..... . . . . . . ... .- ,
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(c) The Division or Directorate Chiefs may ask for
summary Monitor inputs for their upper management assessments or
for ARfE' presentation (24: ; 26:Atch I).

(2) Division or Directorate Chiefs. The chiefs' duties
and responsibilities include

(a) providing summary performance evaluations for
their acquisition discipline (e.g., Configuration Management,
System Engineering, etc.),

(b) participating in the ARB and FDO meetings, and

(c) conducting post-fee determination feedback
meetings with the Chief's contractor counterpart.

(3) Award Fee Proiect Officer. This officer's main
task is to complete collecting, processing, and transmitting of
-Il1 feedback inputs--close the books on the period. Also, this

* officer supports preparations for the ARB, as requested by the
gA -:i Recorder (26:Atch i).

(4) PCO. The PCO's duties and responsibilities include

(a) monitoring and insuring the fee determination
process conforms with contract requirements.

(b) serving as an ARB Member,

(c) advising the Recorder, ARB and FDO on contrac-
tual issues, and

(d) preparing and executing the contract modlfica-
tion awardin. the fee (27:8).

(5 ARB Recorder. The Recorder's (called the "secre-
tmry in the AFSC FAR Supplement) duties and responsibilities

i nc I ude

(a) preparing the schedule of events needed to
determine and pay the Award Fee,

(b) scheduling and making physical arrangements
•f,-r the AkE -nd FUO meetings,

(r) preparing correspondence for the Chairperson,
,-rd FU.

(d) preparirn pre-meetinn background irormation
.i Lie F,-EU Members,

0
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(e) scheduling the contractor's Self-Assessment
IBriefing, if requested,

(f) preparing the meeting agenda,

(g) gathering and summarizing performance data.

(h) preparing meeting handouts and slides,

(i) presenting data to the meeting,

(j) preparing data for the FDO briefing,

(k) preparing and distributing the FDO's fee
determination letter. and

(1) preparing a Memo for Record of the fee deter-
mination and award for program office files (17:4-5; 24:3;
:16:Atch 1).

* (6) ARB Members. The ARB Members' duties and responsi-
hilities include

(a) preparing for the ARB meeting by reviewing
contractor performance data and the contract's Award Fee
procedures,

(b) participating in the ARB meeting and developing

tee recommendations for the FDO, if the FDO requested, and

(c) supporting the ARB Chairperson in post-fee
determination feedback meetings with the contractor, if requested
b'y, the Chairperson (17:5; 26:8).

(7) ARB Chairperson. The ARB Chairperson's duties and
re,-'ponsibilities include

(a) supervising ARB preparations (usually
accomplished by the ARB Recorder),

(b) chairing the ARB meeting,

(c) briefing the FDO on ARB recommendations,

(d) directing implementation of the FDO's fee
O det-rmination, and

(e) conducting post-fee determination feedbackK" meetinq= with the contractor, if requested (17:4; 26:8).

K 59V
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(8) Fee Determining Official. The FDO's two tasks
revolve around establishing and maintaining the ARB, and the fee
determination process (15:116).

(a) The FDO establishes ARB membership and
appoints its members. In connection with this task, the FDO may
change the ARB's makeup during the life of the contract as the
relative importance of the acquisition disciplines change. And
hr/she monitors the fee determination process and insures that
the process is business-like, fair and objective.

(b) The FDO leads the fee determination process
and males the fee determination. He/she monitors the fee recom--
mendation process and insures that the process is businesslike,
fair, and objective. If requested by the FDO., the Af:B will
recommend an appropriate amount of Award Fee to the FDO. Note
that the AFSC FAR Supplement gives the FDO the option of not
requesting the ARBs recommendation, but we suggest the FDO
consider the ARB recommendation as a decision input. The FDO may
base his determination on the ARB recommendation, the ARB Chair-
person's briefing, and any other pertinent information related to
contractor performance (15:116. 34:116-117). Finally, the FDO

provides performance feedback to the contractor's top management,
i f requested.

b. Time Constraints. AFSC-s FAR Supplement imposes the
+ollowing time constraints on the fee determination and award
1:,rocess:

(1) The FDO has thirty days from the end of the PEP
until he/she determines the earned fee and notifies the contrac--
tor and PCO in writing.

(2) The PCO has thirty days from being notified of the
f+2 determination to authorize payment of the fee awarded.

These time constraints require the government team to
-tart preparing for the fee determination in advance of the end
o the PEP (15:118--119; 17:5).

c. A Freparations. Careful preparations assure you of
supporting the fee determination time constraints. This section
sugaests sources of information to be presented to the ARB and an
AFB schedule of events.

* (l\ The sources of information the Chairperson elects
t-j lear at the A1B determines the amount of preparation needed.
1, preparing fcir the ARF, the Chairperson and Recorder should
_ :idet presenting performance data from all or some of the

g!%



(a) Summaries of Monitor feedback such as compari-
sons of the number of positive and negative comments in each FEA,
or issuIes which appeared throughout the period or from several
Mon itors.

(b) Top management inputs from the Division or
Directorate Chiefs. The Chairperson elicits this broad and
pr oqrammatic view of performance which the Monitors might miss.

(c) Outside agency inputs from government organi-
zations coming into contact with the contractor. They may not be
APB Members nor have Monitors; however, their input may be valu-
able. A partial list of outside agencies to consider includes:
Defense Contract Audit Agency, Defense Contract Administration
Service, Host Base, government test ranges, etc. Your program
will likely have its own unique list of outside agencies.

() Contractor's Self-Assessment (27:Atch 2).

(2) A sample schedule of events is at Attachment D.

d. ARB Operation. This section discusses the operation of
-the ARB meeting and includes suggestions for consideration by the

Chairperson and Recorder.

(1) The following are outputs of the ARB meeting:

I (a) A summary evaluation rating of the contrac--

tcr'. performance.

(b, A recommended list of contractor strengths and
~e nses, by e*'aluation area.

(c) Any recommended changes to areas of emphasis
f.jr the current period (17:2-3; 27:Ch 3).

(2) Before the APB meeting begins do the following:

(a) As the Members arrive, take attendance. Coor--
d*inte any' Ykbsences or alternate attendees with the Chairperson.

(b) Identify and clear non-members from the room
iiless cleared by the Chairperson. The ARB should be a closed

*. m~etina with limited attendance. If non-ARB members brief the
meetinq, consider having the briefers wait their turn in a ready

* room instead of sitting in the meeting room (17:4).

Sf The actual conduct of the meeting is the Chairper-
son responsibility, and he/she should consider the iollowing:

A.



(a) Start the meeting by giving all of the Members
a common frame of reference. Do they understand the Award Fee
Plan, PEAs. Evaluation Criteria, command policies, the closed
nature of the discussions, etc.?

(b) Give the Members as many and varied views of
the contractor's performance as possible.

(c) Encourage input and freewheeling discussion
+trom all Members but, keep the meeting moving toward producing

• -the three meeting outputs discussed above.

(d) Explore and challenge reasons for unusually
high or low evaluations.

(e) Consider completing work on each PEA before
moving to the next area.

(f) Review and modify areas of emphasis for the
cuirrent period.

(g) The final item on the agenda should be a
reminder to be silent on the ARB results until the FDO releases
his/her fee determination, and even then, do not release details
of the proceedings. 4s: all Members to leave any notes behind,
thank them and close the meeting (17:2,8, 27:Ch -. ,Atch 2).

(4) After the meeting collect all copies of briefing
materials, handouts, and notes made during the meeting.

e. Preparation for and Conduct of FDO Meeting._ This period
co/ers the tasks from the close of the ARB until the FDO's fee
dr~termi nat i on.

(l Immediately following the ARB meeting, the Chair-
person should meet with the Recorder to determine the following:

(a) Compare and confirm that the three outputs of
.he ARB were achieved.

'b) Determine the format and content of the
presentation to the FDO.

(c) Give the Recorder initial directions for a
dr 3+t FDO fee determination letter.

(21 Pefore the FDO meeting, the Chairperson and
e,:-,dei -  -ohould review the briefing material and draft FDO fee
.d rmrnr-tirrn letter. Onre the Chairperson is satisfied with the

,rojocse. drft FDO letter, the Recorder should obtain the coor-
.c ir -ticr, from the other ARP Members. If a Member nonconcurs with

*''. ) (el ' scontent +,nd Vou are unable to resolve his/her con-

-4..?
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a s[ that Memrber to note his nonconcurrence and continue to
coordira~te the letter. Inform the Chairperson ol the nonconcur-
r en ce.

k During the meeting with the F00, the Chairperson
-~dre\,iew the OkED's recommendations, present any additional.

pertineot information (e.g.. information not presented at the ARE,
because of secu~rity "need to know" of some of the AR Members),
6nd the Chairperson's evaluation of the quality Of the AFRBis
evaluation. Finally, the Chairperson should receive the FDO's
fc&e determination and recommend that he sign the FDO fee deter-
mination letter. In many cases, the FDO may direct changes to
t-,E. letter, which should be immediately incorporated and returned
+,.r si, r-ature.

(41) before releasing the fee determination, determine
if tne f-LiD has higher headquarters imposed reporting require-

-Tm --n ts. Pe p-epared to provide back<qrOUnd information to the f7D0,
it requested (17:0-91; 27:8,ACtch 2).

f. Fost--DU Determination Events and Resonsibilities. The
luiqshould be performed after the FDO's fee determination:

(1) Present the FDO's letter to the contractor as soon
~ cc-~vbieafter release by the EDO. The FDO or program manager

sn, j h to present the letter personally.

K2) G-ive the Ff1] a copy of the EDO's determination
I --t ter . o that the FCU can prepare a f unding modification and
p1.,cp Mre DO;" letter into the official contract file.

uprea Memo + or- Recor c which dc-cumeris tI (-
,m-erp ~ti:iand the FDO s dptermin h yin. M ai1n

t Meo i n thtie p r o rram o ff ic e' s fil 1e s. Give a cop,, of the
Hf;,B minu-tes to tine Ff0 for the official contract file.

(4) The program manager or Chairperson should o4fer to
debrirnf thp contractor on the ARFB fee determiration 17:8-9;

L~- :2t rr

1-4 I- CL I l 'J- __HL AWOkLD

urethe FLU deter mines the fee, the PCO prepare- a fundinq
7-odi fi,1-iton to pay the contractor. This area of the chapter
r ernir.J /c~~u c, t hree p oi nts t.-- remember while obtai ohina funds for

f r id i ni nod ifi c ati1on.

IPi :.r e t 1,e (-r i 7d -,t -r ted. Hefore the Award Fee f -riod
1. i Comrmi tted f inrls to pay f or the e :nected f ce deter -

riet'~. he e pect d Owarci Fee was a conti nqent i abilIi ty as
T in in r4kI'-f2i7 If the period e tended into the

C -, S



ne;.t fiscal year, consider a Planning PR or other device for the
ne, t fiscal year's funds wnich have not been appropriated (15:6-

b. Fee_eaymen-t_. Having received the FDO's determination.
I--the CO will obliqate program funds necessary to pay the award.
Tre Air For-e Weapons Laboratory provides the following guidance
related to tunding awards to its staff, and it is paraphrased
h e:

(ii After tne FDO makes the Award Fee determination,
th-e FL-I-U has ludays to obligate funds from the Award Fee reserve.
Where the reserve contains prior year funds, those funds should
be:

(a) used to pay the entire Award Fee for an Award
Fee Period which was entirely within that fiscal year, or

(b) used first, until e'.'haust.ed, to pay the fee
fcr an Award Fee Period which began in the earlier fiscal year

2• and e;tended into the current fiscal year.

Any prior year funds committed in the Award Fee
r-eserve which a-e in e;cess of the award may be usable for othe
pr-ogram requi rements.

(2) Retain excess current year funds committed in the
iord Fee reserve for future use (17:6-7).

C . FetLni.ng_ Ecess Funds. E.:Cess funds in the Awaru Fee

reserve represents an une>pe~ted fundinq resource to the program
manager. Tell the program office's financial managers about
t'ese ei ress funds after releasinq fee determination information.
e, point.- - let. the program office know there are excess funds

a. rai I aie

2..,4
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Attachment 1

SAMPLE AWARD FEE PLAN

A Here is E sam'ple "ward Fee Flan +or the XYL Development
1ontract. it is a simple, generic Award Fee Plan. It

is not the only o+ficial end-all AFSC Award Fee F'ian.
s- thi.i sample as a starting point and build the unique

"l)ln that best suits your contract. Good Luck!

.lh: attachment is taken from the referenced ;ources,
* :om iled and edited by Majors Goetz and Jenni, gs (10: --

--: Ft_h X.t 24:Arch 4)

S" lr -.z encl os.e edi tori al commer ts .

0,

0,

* I -,
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AWARD FEE EVALUATION FLAN

Contract: F047'4-88-C--X X X X

1. I NTROL)UC F I ON.

a. This plan describes the criteria and procedures used to
assess contractor performance and to determine the amount of
,ward Fee earned. Award Fee deals with those activities that are
under the contractor's management control and do not lend
themselves to objective evaluation. Precise definitions for all

-of the evaluation areas and items are impossible to enumerate.
lherefore, the evaluations made, including the Award Fee
recommendation and determination, are not necessarily limited to
the plznM' guidelines.

b. The Fee Determining Official (FDO) determines the amount
of Award Fee granted. This fee determination is not subject to
the Disputes Clause.

FEE DETERMINING OFFICIAL AND AWARD REVIEW BOARD MEMBERS.

a. The FDO is the XYZ Product Division Commander.

-• . b. The Award Review Board (ARB) members are appointed by the
FCU (Set A nne', I). The XYZ Program Manager is the ARB Chair-
person and shall appoint the ARB Recorder as a non-voting ARB
member.

"- -. PERFORMANCE EVALUATION PROCEDURE.

The performance evaluation procedure consists of

. connt inuous monitoring and evaluating by government eval--
-,<tion monitors,

b. peridic, informal feedback on pe-4ormance to the
rcontr-?ctor.

c:. an interim evaluation of contractor performance by the
A.D P aporo,imately halfwa'y through each Performance Evaluation

'"" F' .'r 1 od ' -'EP

d. the HPB's end-of-period review of evaluation monitor and
.* :athr roit, and their recommendation to the FDOs (see paragraph

4

. . ard F e determination by the FDO, and

i . p-e1htacr on pertormance to the contractor.

. ,. A l C IA 1
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4. FEE- UEFERMINAIO PROCEDURE.

Whe fee determination procedure consists of the followinq:

3. RB meets and develops recommendations for the FDO. rhe
F.Bconvenes at the time, date. and place set by the AM-<E Chair-

* person and considers information submitted from

A (1) initial and summary evaluations from evaluation
mo IIt ors .

(2) other government sources (e.g., Program
Ofice Staff Managers, Defense Contract Administration Services
(DEAS), Army~ Corps of Engineers (COE), etc.),

"p () the ARB's midterm evaluation, and

(4) contractor Submitted s_:elf-assessments. If the
contractor wants to Submit a self assessment. he/she shall notify
the FCfi and ARB Chairperson 7,C days before the end of the PEP.

* Limit written self assessments to ten pages submitted within ten
vnr~inq days after the end of the PEP. The contractor may also
pres--?nt a3 briefing. not to ex<ceed 30 minutes, to interested ARB
mnombers and evaluation monitors. The ARB Chairperson shall
schedule the briefing at the convenience of the government before
or dUrinq the AHR4 meeting. Contractor self assessments shall not
be e 'travagant or- costly, but shall concentrate on clearly
presenting their performance assessment.

b. ARB Chairperson presents ARS recommendations and other
performance data to the FDO.

C:. FDO reviews AREB recommendations and cther performance
data and determines a fee.

d. FUC) prepares, reviews, and approves the fee determination
letter to contractor.

E. Frocurinql Contractinq Officer (PCO) implements contract
* *:hajnqe to pay fee.

+. Government reviewis contractor performance with the
cortrac~tor.

E k-OC3R1ANCE LVgALUATION gAREAS/ITE1E; AND EVALUATION CR~ITERIA.

Ih,7 initial 1erformAnce Evialuation Areas (FEE~s)/ltems and
E.: ai on Cri 1ter ia are i n Onnex 2. The Performance Evaluation
,r;7'a -re -5signed weights based on their relative importance.

WeqrjI.,cfrmeflt may change the weighting. if necessary.

ATLH 1



-. PERFORMONCE EVALUATION PERIODS AND FEE ALLOCATION.

Fer+ormance Evaluation Periods (PEPs) and the fee allocations

to each FEFP are in Annex 3. "Allocated $" in Annex 3 is the
F"Lard Fee that can be earned during each PEP. Unearned Award Fee
can not be transferred to a later PEP.

7. FEE IUMMARY.

This contract includes both Incentive and Award Fees. Fee
Summary information is at Annex 4.

Fi. MODIFICAT1ON OF THIS F'LAN.

a. before a PEP begins, the government may unilaterally
modify any portion of this plan. The following are the most
likely candidates for modification:

(1) Performance Evaluation Areas/Items.

(2) Evaluation Criteria.

(5) Performance Evaluation Periods.

b. before the ARB meeting. ihe FDO may unilaterally modify
the AF: membership.

c. The FDO will authorize each Award Fee Plan modification
as indicated by his signature on plan changes. The PCO may
aothorize administrative modifications resulting from bilateral
:ontract modifications or to correct minor administrative errors.

o. The PC0 will notify the contractor of Award Fee Plan
ChanFqe= in writinq and will revise the Award Fee Plan.

C). EAPI_ Y TERMINATION.

I+ the contract is terminated early, the current PEP will be
terminated =ElmultaneOusly with the contract termination. The

* +-Mount of the Award Fee for the shortened PEP will be prorated
2venly by month. For the final Award Fee determination, the
criteria for the current PEP will be used. For a termination by
-a ult. the Award Fee is payable only to the extent earned

throuqh the 1ast PEF' before termination.

. . WARDo FEC INTEGFITY.

* -? The oward Fee process is _-sub ective. but the qovernment
r it-- inteqrity. The written records of the evaluation

, ,r: t ,r , i -,pot-s +rom other pert i nent Eiource,: Contractor s sel 4

71) ATCH 1

.1'A.'",,-.-:..... ........- ,.-.... .... .......... '.,. .. .. .... \k.'/.'.X A.',,i_'; 2 .'



assessment, and FDO review of evaluation process provide the
checis and balances necessary to assure (Award Fee integrity.

4 Annexes
1. Award Review Board Members
2. Performance Evaluation Areas/

Items and Criteria
Performance Evaluation
Periods

4. Fee Summary

*1TCH 1

-1'
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V.- MI"NT ETV- - -

-: ~AWARD REVIEW BOARD MEMBERS

V'-INtG NEMBERS

-' rElbMEk AREA OF EXPERTISE

1. Program Manager, Program Management
XYZ Frcoram, Chairperson
Procuring Contracting Contracting
Officer

.. Deputy for Contracting/ Contracting
Designee

4. Deputy for Engineering/ Engineering Management
Designee

75. Director for Program Financial Management
Control /Designee

'[etc. ]'

NONVOTING MEMBERS

* Recorder (Award Fee Award Fee Plan
Pr ojecft Officer)

-[etc. ]'

AD',lSOFR/NOjNV0-ING3 MEMBERS
. _taff Judge Advocate/ Legal

Desiqnee
SIi. In-F'lant Administrative Contracting

Contracting Officer!
Designee [could be a voting
member I

'[etc. ]'

- Pecorder shall be appointed by the ARB Chairperson. [If the
FLIU determines the Award Fee Project Officer should be a voting
member, then another individual, such as the contract negotiator,
-"rsoul d be the recorder. I

"R-FE: Chairperson may approve designees for ARB members. The FDO
* may appruve a designee for the ARB Chairperson.

-Sever ty-five percent of the voting members is necessary for an
le" AK:L meeting quorum. The Chairperson/Designee and PCO must be

p' e s e r t

O*" F ,OVE L:

F Determininq Official

LA eep AHB membership as small as possible.]

72 ANNEX 1
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PERFORMANCE EVALUATION AREAS/ITEMS
AND EVALUAVION CRITERIA

= H-ttachment identifies other formats for Performance Evaluation
Areas/Items and Evaluation Criteria. This annex is a format
sMpleq- rnIv. I

FERFORMANCE EVALUATION AREA WEIGHTINGS

FL'E FURMANCE EVALLUATION AREA (PEA) FEA WEIGHTS ,)

A. General Management Fractices

B. Subcontract Management .0

C. Systems Engineering Management

D. 7est and Evaluation 15

TOTAL 100%

PERF(RMANLE EVALUATION AREAS/ITEMS AND EVALUATION CRITERIA

Note:

A. Whiie a very few evaluation items may have a lower
ratina, this does not preclude recommending or awarding of a
-higher fee if, in the opinion of the FDO or ARB members, the

o(Iverall area rating is at the higher level.

B. While some specific evaluation areas may have an
'unacceptable" rating, this does not prevent award of fee if the
"c overall rating is "Good" or above. Award Fee will not be granted
t-. or overall performance that is less than "Good."

SC. Evaluation points will be integer values only.

,4rea 'A: General Management Practices

UnacceptableRating(j - 59_points) The contractor shall
earr. this rating and associated points for the following:

I
1. Causes ol significant problems are identified late.

SJji~rn rare oinly stop-gap measures and little attempt is made
tr eire mr-e el fectiv e npt ions and solutions.

-. n depth ris analysis is lacking.

1 5 ANNEX
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5. Poor corrective action is taken on identified

pr ob I ems.

:'.- 4. Critical miles-tones are consistently slipped.

I'.'.

5. Evaluation of problems is not presented to the
-r oorEam office in a timely fashion.

6. -Program visibility is lacking.

~. Proposals are consistently late and incomplete
impacting audit/fact-findinq efforts.

- 8. Poor communications of proqram issues in meetings
,and presentations.

Q. Contract Deliverables (CDRLs) are frequently late,
inadequate, and requiring corrections.

10. Poor visibility of program and equipment costs.

Good Rating (60 - 79 points) The contractor shall earn this
rating and associated points for the following:

1. Timely identification of problem Causes and
s ol1uti1ons

2. Applies risk analysis to assess total impact and
minimize subsequent impact.

Timely and aggressive corrective action on
identi+ied problems is lacking.

4. Meets rit.ical milestones.

5. Provides timely evaluation of problems to proqram
office.

L. Maintains visibility of program and equipment costs
* *~nd schadrle=s.

7. Proposals are submitted on time with consistent
qualit, aiid no malor audit/fact-finding and negotiation schedule

*-"' rui ems.

* K. Program issues are communicated in a timely manner

i r p ror m impcts.

. )F:L s e submitted on time with consistent quality.

r'. t1:int -ino visibilit/ of program and equipment costs.

74 A N N E X
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yerV Good Ratinq (-89 points) The contractor shall earn

this rating and associated points if the majority of the "Good"

criteria are satisfied plus the following:

1.. Anticipates problems and takes corrective actions to

2!. Solutions demonstrate initiative and require little
rcVI e l oF,

Required changes implemented with minor impact.

4. Requests data for early problem anticipation.

5• Meets all significant schedule milestones.

6. Applies clear cost/effective trade-offs to meet
performance requirements at minimum cost.

7. Proposals are submitted on time with superior
dIOcumernt.ati on and no audit concerns.

8. CDRLs are submitted on time and demonstrated
sLIreri c.r sub iect knowl edge.

.- Skillfull).y ad)usts program and equipment schedu.le
1 1 rL _ L sed or, crit ical path analyses.

n., tppC)I ts assoc i ate c-:ortractors i n a ti mel y and
ef .. i anner. Contributes meaningful imputes.

11. Responsive and efficient communication of program
issues with program office.

e:l IeJent Rating (1 0 -- 100 points) The contractor shall earn
this rating and associated points if the majority of the "Very

LGcod" criteria are satisfied plus the following:

1- Solves difficult interface problems and implements
* lc..j cost. high per+ormance solutions which significantly enhances

-o,,eral I program success.

2. Lnthusiastically implements cost savings ideas which

-. . re-ult in weapon system cost reductions.

* . i.. Tates the initiative to work out difficult problems
It.h a csociate contractors.

-2-. 4. Demnc:,ntrates clear corporate commitment. to program
r nj d or. oiectives.

-b ANNLx
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tD. Communications with program office demonstrates
initiative and teamwork in solving program issues.

6. Proposals submitted early and negotiations completed

511-)ead c)f schedule.

B.'~ Si ubcontract Man aaement

Unac c2aptable Rating ( - 59 jdints) The contractor shall

-*t-n this rating and associated points for the following:

1. Unsatisfactory control of subcontractor desion.

schedulP, performance, and cost as indicated by poor desian.

a';cidable schedule slips, substandard performance, and cost over--

runs.

I . Delays in exchange of data and hardware with
s u Lbc on t r a t or s.

*O Z.. Subcontractor interface problems leading to late

identification of problems.

4. Merely advises the government that unlimited rights
+D- fr Fechnical Data are unobtainable without complete

iV i't + I cat i oF.

t. Very limited flow down of specifications and

requirements to subcontractor.

6. Poor government visibility into subcontractor

desiqn. schedule, and cost performance.

Poor correcting action taken on subcontractor
design, schedule, and cost problems.

Good fting (60 - 79pp_ ints The contractor shall earn this

ratinr ,ind 3ssociated points for the following:

* I. Satisfcctory integration and management of
- subcontractor's design, performance schedule, and cost.

Accurate ard timely exchange of data with
subcontractors.

. . 4imely identi4ication and resolution of
Ss ,irnt -,-tor interface problems with all subcontractors.

4. Meets hardware del 3veri es of subcnntract .d data and

7N
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Very_ 1oodf-<atir7g_ 8 _89poits I he contractor shallI E-,.rn

this ritinQ arid associated points if the majority of the "fb ood"
criteria are Satisfied Plus the following:

1.. Comprehensive and systematic evaluation of
c1.i~cor-)ract propress compared to master program schedule.

N. Subcontract reporting system anticipates problem

areas ewarll enough to provide adequate time to minimiz-e program
* impact.

Y.Displays initiative in controlling the performance,
-. coimpIpe ity. and cost of the subcontractor's products.

4. Effectively uses off-the-shelf products to minimize
* - development and qualification cost while attaining performance

r -qui rement s.

5.Diligent efforts obtain Technical Data, wherever
feasible, with unlimited rights for government use.

b. Actively provides government visibility into
-.ic-onrator design, schedule, and cost performance.

LE I Ilen t R atn (0 100 p)C oints) The contractor shall earn
this ratilnq and associated points if the majority of the "Ver-y
ur:)od" criteria arc- satisiied PlUS the following:

1. Improves system performance, cost, or schedule
reSL(Iting from active management of subcontract design and
dJ e Ioap me nt .

A. voids any schedule or cost impact reSUltinq from
suncont ractor performance.

Obtains complete Technical Data, wherever feasible,
vjith unlimited rights for government use.

4. Responsive and efficient continuious Communications
v*it- sibr:ontractors demonstrating initiative and teamwork< in

K' ?r ,,nci procram i SLueS.

L.n -C:C-&~al Rai 59on The contractor shall
tt*, r.-tiiq and associated points for the followinq:...

................... ±~Y4......~o~it) The contractor shall earn thi-
1 na 3nd -Assoc iated points for the f ollIowi nq:

AN/~
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Vfery Good Rating (8(. - 89oints) The contractor shall earn

this rating and associated points if the majority of the "Good"

criteria are satisfied piLus the following:

E.;.cellent Ratinq (90 - 100poi nts) The contractor shall earn

this rating and associated points if the majority of the "Very

. )i-od" criteria are satisfied plus the +ollowing:

reaD: . rest and Evaluation

Unac cetable Rat_! I(0 -- k ,_5oo.ints) The contractor shall

earn this rating and associated points for the following:

Good Fatia (60 - 79 points) The contractor shall earn this

rating and associated points for the following:

Very._V_.Goo,..d atin_ (80 - 89_poi nts) The contractor shall earn

this rating and associated points if the majority of the "Good"
criteria are satisfied plus the following:

Ei.,cellent _Ratinq (90 - 100 points) The contractor shall earn

this ratinq and associated points if the majority of the "Very

L ,_od criterja are satisfied plus the following:

"r %
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ERFORMNLE EVAL.UArIUN FERIODS

I-L-E FtLUCAT IJUN

1,E u , l SIHRT OF PE.RIOD ENDOF _FERILJD

It TBD Start of Contract Successful completion
of PDR to include
disposition of
Contractor's open

action items and
delivery of final
PDR documentation to

the Air Force.

i1 THD End of Period I Successful comple-

tion of CUR to
include disposition

of contractor's open
action items and
delivery, of final
CDR documentation to
the Air Force.

I t5 T BD End of Period ' Successful function-

al test of subsys-
tems A and B and the

delivery of final
test documentation
to the Air Force.

_ ITBD End of Feriod Successful function-

al test of subsys-
tems C and L ,nd the

delivery of final
test documentation to
the Air Force.

ID, End of Period 4 Completion of IU1U[E

* of the XYZ system.

' End of Feriod 5 Deliverv of XYZ sys-
tem and end of con--
tract.

-, T, err id, ntit is other ways to end PE's. This anne., is c

ANNL 2
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FEE SUMMARY

L LLIt I NLEN I I YE-FE.l

larget ee TBD

Share Ratio 7 C/0%/C

Minimum Fee TBD

Ma-A;imum Fee TBD

Award F ee Pool TBD

* Fee Computation Method:

Determine each Performance Evaluation Area's PFEA's) Average
'eFerormtnc ce oints: Sum of ARB members' rating divided by the

rriber- F-4 vrti nq memners.

Determine the overall weighted score: For each PEA, multiplyU ,eraqe performance points by PEA Weights and sum their products.

--'. Determine Percent Award Fee for Period: Calculate Percent

"L ingee urin one of the following equations:

0 Ieall Weighted Score

, _Award t-ee for Period

-- , Y = 25 + (1.0/2Q) (X-6-))

"'"i- ! f 'J x 9,). Y = 5t (20/10) (X-8-)
.. ... 1,, Y /5 + (2t/1' ) (X-9(-))

4. DetermiL Fecommended Fee for Period: Multiply Percent Award
, J tri -- th- toti -Award Fee +or the period.

"." , 'J A NL q 4
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Attachment 2

FERFORMANCE EVALUATION PERIODS

u r eful 'establish your Performance Evaluation Periods
FPEF's, since these periods also send a motivational signal to
the contractor. This appendix e;xplains two methods to start and
stop Oward Fee periods, states advantages and disadvantages of
each. and provides related suggestions.

The two methods to establish Award Fee PEP start and stop
points are calendar dates or schedule milestones. With calendar
dates, the periods start and stop on calendar dates. With
7chedule milestones, periods relate to program events such as

-"riticFal Desion Review Complete. " First 1C Units Delivered, or
-iateIIite Launched" (26:4).

In deciding which method to use, here are some advantages and

" '-* d isadvi;ntages to consider:

1 .. Calendar date method

(i) is easier to administer and allows for planning ot
Ai.'B and FDU meetings.

S' is easier to budget correct fiscal years" funds,

< a allows you to keep periods of uni4ormed and,'or
*dysir'+ lenqths.

However. calendar date method

1 , ma. instill feelings of "show up for work 'X' days
r,d get mf, 4ee" vs results oriented drive, and

+(. may resuLlt in the contractor getting much of the
-'-i-+ rle gee when important program events have slipped into
i Ater , rids.

-". V. Mi I -- torie method

tlrs the proqram schedule to the availability of

relate- +e remaining and work remaining, and

ST CH 2
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sends a signal to the contractor of the importance

-3f schedule achievement.

However. mi lestone method

(1,' is more difficult to preplan ARB and FDO meetings.

may requir you to pay -ee with different fiscal

years' funds than originally budgeted,

,;) encourages the contractor to concentrate effort on

the specific milestone event(s) at the expense of the rest of the

p req ram,

k4 increases likelihood of the contractor claiming

uo .,ernment caused delay,

(t: may send the incorrect signal that schedule is the

prime proQram driver at the expense of cost, technical, and main-

* t inabi ity goals (However, that may be the message that You want

t-) send. Note that even if schedule achievement is not a Perfor-

,r,-rmEnce Evaluat ion Area, milestone method adds it as a de facto

item.), and
,.1*

k-1 may not be an effective motivator if the slipped
period is not near the end of the corporate fiscal year. Program

managers usually forecast their cash flow and fee contribution to

,-,, their headquarters by fiscal year. If the delayed fee payment is

still in the same contractor fiscal year, there will not be that

much corporate pressure on their program manager.

Here are some suggestions related to the milestone method.

."..Best Length. The "best" Award Fee period length is

7ooQ ram uni. que. However. we suggest 5 to 7 months as appro-

.- ate. It. balances the need to keep the contractor thinking

-.)out his neAt Award Fee determination and the administrative

w-rI pad I d rekinq the determination and award.

b. hroqrm Ln!__Events. In selecting period ending milestone(s).

.-_.1.:orz: e the contractor to make program-wide advancement, vice

et4ort. in ore area. Consider, a program schedule with events A

# E,
.. rror.±gh H:

% '-" - - .. -.F .......

'.. '1,ect inO everit 0 throuqh F might cause the contractor to empha-

2 t 1 : r l far pr-oqram area (e.g.. the A---8 area) to the

Of-rtrler, ,n,t c-1 the rest o the program. Dy selecting events L or

82 ATCH 2
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I . ..,.

H. the contractor must advance the program in all three areas to

reac:h tne period ending milestone.

U. r it ical Fath. in selecting period ending milestone(s),
e e,-nts ,in the proqram~s critical path schedule. Do not tempt

t- tne ccntractor tc) emphasize non-critical path events at the

-' e:pcn:-i ot -ritical path events. As your program ad%,,'ancea,
Th fl~ie F-idirc: ml .stones to match the current critical path.

D. De 11 t F, (1 le tn e. In E-cl&ctinq per iod ending mile--
r,, e them objective and unambiguous. A good milestone

.iqht be, "Launch Missile. The event is both objective and

unambiquous ("Yes, I see the missile in the sky."). However, if

-'Our mi lestone is "Critical Design Review (CDR) complete, " does
that mean that the meeting is over even if the contractor was ill

prepared or-_ does it mean that every CDR open action item is

closed (that could take a long time)--be a little more specific.

1,- torsider, "CDR complete as indicated by Government approving and

.qning meeting minutes.

e. Contractor Controllable. Be sure the contractor is
responsible for the milestone event's accomplishment. For

--,ampe, two contractors--the satellite builder and the rocket
t',, ilder and launcher---have the same ending milestone event,

F"aunch SatellitE. ShoL'ld the satellite builder's PEP stay

.en because the rocket builder is behind schedule? Likewise,

should the rocket builder's PEP stay open because the satellite

builder has mechanical problems on the launch pad? As much as
p:ssibie. make the contractor responsible for his own fate.
,l ternatively, you may chose to use the same ending milestone on
t c contracts i yOu want the contractors to work together, just

zect complaints.

ar 3ul I ,establish evaluation periods, because it sends a
c-,,jertul and useful motivational signal to your contractor.

: fWLH
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Attachment

F'ERFORMANCE EVALUATION AREAS/ITEMS

AND EVALUATION CRITERIA

Performance Evaluation Areas(PEAs)/Items and Evaluation

Criteria are powerful tools which encourage contractor excellence

in pursuit of program acquisition goals. In a briefing to its

emplo,/ees, a major contractor pointed out that Award Fee is more

than a source of profit. "Award Fee is Our report card (i:6:--).
In another contractor's headquarters, the most recent Award Fee

r Atinqs were posted and compared. The program manager who earned

9 percent of a $A00,000 Award Fee pool received as much or more

praise as the program manager who earned 80 percent o+ a

$2, UUYu'j( pool. By understanding and using the knowledge that

our contractors not only view Award Fee as a source o+ profit,

but as a measure of success, the government can more effectively

motivate contractor performance.

fhi.i attachment reviews the following items:

a. What is the current direction related to FEAs/Items and
Evaluation Criteria? This provides a better understanding of the

")uvernment's strategy in using Award Fee.

b. The handbook offers points to consider in developing

F'LPs/ffems and Evaluation Criteria. Like much of the Award Fee

Plan, tailor it to your program's benefit.

C. [he handbook offers different formats for PEAs/Items and

E al'ation Criteria.

F raqramr Lu ida n ce

* 1he program of+ice is not "straight jacketed" by restrictive

statut i or regulations when constructing PEAs/Items and Evalua-

t icn Criteria. ]he direction is general and stresses flexibil-

At tachment , Anne A is tatken from the referenced sEources,

S1 edited b,. Maj ors ooetz and Jennings (18:Annex 4; 19:Annex 4).

"ttachment ". Anne b is taken from the referenced sources.

,.ditefd by Ii lors ljoetZ and Jennings (22:Schedule 1; 24:Annex. ,.

'I ~Onr': j
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itv. The Do) Federal Acquisition Regulation Supplement states it

The number o+ criteria used and the requirements which
are represented will differ widely from one contract to
aother. 1herefore, when determining criteria and
rating plans the using activity should be fle;.'ible and
select a plan which will motivate the contractor in a
positive way to improve performance (30: para 16.404-2).

ThE AVSL FAR Supplement stresses two items. First, Award Fee
should encourage exceptional contractor performance, not a "go to
vor* and get some fee" mind--set. Definitely motivate the con-
;:ractor out of marginal or average performance. Increase earned
fe geometrically as contractor performance approaches excel--
lence. Second, there is no automatic or "base fee" that the
c.cntractor is always entitled to on an Award Fee contract. The
contractor starts every Award Fee period with zero Award Fee and
earns fee during the period through superior performance
(1I5:116).

! our pr-dlLct division or organization may levee additional
. ni''Udance, so you need to understand and follow that guidance.

However, if the guidance does not support your program's needs,
*- - questions and request waivers.

iuq.qest.-ons to the User

Programs are so unique that standard PEAs/Items or Evaluation
Crite-ia are worthless, so here are some suggestions to consider
while you develop your Award Fee Plan.

a. Con ce ntrati_on. The ideal Award Fee Plan would encourage
the contractor to emphasize and to achieve excellence in all
-areas Unfortunately, you can only stress a few areas/items at

one time. Too many PEAs dilute the value of the Award Fee
provisions by attaching small percentages of potential fee to
s-.- everal FEAs. Concentrate on three or four critical areas of
your prouram when developing your PEAs/Items. Remember two more

Spoints. First, use your program's top management (usually the
" FB members and chairperson) to decide which PEAs/Items to
" .tress. Thev have the broad view of the program's needs.
Se-ond, the importance of the PEAs/Items change over time, so

-review -tr-d rhange them when necessary.

S. b. I tS-iIeep DIt Simmle. Stupi d. A lot of government people
"- .' :i be reading and interpreting the PEAs/ltems and Evaluation

-.. -[riteria. peep both items simple and clear enouqh for even the
r.ewest member of the team. How clear'? Every government team

-. nu:mber reeds to be able to observe contractor performance, to
d-atermine it that performance is in a PEA. and to place the event

* r, tc, a n /a t ation C..r i t er i a cateq or,/.

96 -FCH .
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(resent-tion Formats

ThEre are several ways to format FEAs/ Items and Fval uati or,
Ii riterIa. Ihis attachment presents eamples of two methods. The

. 1ir st method combines the FLAs/Items and Evaluation Lriteria (see
A nne: ::. fhis sample is very detailed and rigorous, so the

.- hanobo,. also provides a less rigorous sample in the "Sample
Award kee Plan." The second method separates the PEs/Items and
the E-aluation Criteria (see Annex E). The PEAs/Items describe

S.,the activities to be observed with no attempt to differentiate
levels of performance. The Evaluation Criteria provides the
measurement standard.

Which method is best for your program' Consider the
followinq in making this decision:

a. There is no right or directed method, so chose the method
that best supports your program. If you have very specific,

limited activities, use a detailed method like that presented in
Anne;' A. If you are monitoring a broader range of activities,

SLUSE a more Qeneral method.

b. Your program office will have to administer this Award
Fee program, so select a usable and understandable method. The
most scientifically correct and detailed method is useless if no
one understands or uses it. If you have a knowledgeable and
sophisticated government team, any method will work. However, if
the government team is inexperienced or does not include a lot of
Phi Beta "Laptains," keep it more simple. Judge the government
team's capability by seeing if Monitors and ARB members actually

....E Current evaluation methods or do they "wing'en it."

7. You have a lot of help available. Look over the samples
ir this handbook. Talk to the division's or organization's Award
Fee focal points or acknowledged experts. Look at other con-
tracts that have good Award Fee programs. Talk to people in
other product divisions or organizations.

.o /our homework and make decisions. Good luck!

Now that you made your decision, you will likely discover
treat the splected method has a few bugs in it. So what Modifv
the (Award Fee Plan before the start of the next PEP and see if
the mod1fi ed plan works better.

S8 7 ATCH
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COMBINED
FEFORMANCE EVALUATION AR-ES/ITEMS AND CR<ITERIA

A. MANAGEMENT AREA (AREA WEIGHT: 35%)

1. Interfaces. ConfiQuration and Data Manaqement._ and GFP
r-te.qr.ation Item

EXCELLENT (90--00 POINTS) Works very closely with
Government Configuration Management to assure complete and timely
submittal and review of specifications, engineering drawings, and
engineering change proposals (ECPs). Number, level of breakout,
and quality of: specifications support complete visibility into
critical requirements allocations and interfaces, and provides
flcaximum support for production competition. Engineering drawings
meet all contract requirements without significant corrections
(e.g., critical dimensions missing, improper use of control
drawings, incorrect flag notes for hardness critical items and
interfaces, unauthorized contractor peculiar documents, and
.nauthorized proprietary markings), and all submittal-s are

* complete and on time. Contract data schedules assure timely and
complete submittals. GFP requirements are well identified,
understood, coordinated and organized. All critical milestones
are achieved.

VERY GOOD (8(-89 POINTS) Works well with Program
Ufi1ce. providing active, constructive support of Configuration
.)ntrol board (CCB). SpEc"ifications and ECPs are generally

complete and timely; few corrections are required and nearly all
are on time. Number, level of breakout. and quality of specifi-
cations is adequate to support production competition.
Enqineering drawings are complete and less than 5 percent of
those reviewed by the Program Office require significant
c:,rrections. Most contract data items submitted on schedule,
with no impact to critical milestones. GFP requirements are
coordinated and actively support the Program Office program needs
with no impact to critical milestones.

(3UOD (60-79 POINTS) Provides only basic support to CCD.
• 2Submitted documentation requires moderate correction and

occasionally delivered late, but without program milestone
impact.

UNACCEP[ABLE (0-59 POINTS) Lacks organization and
planninq to provide minimum support to CCB. Documents submitted
r--qui re gross corrections. .

2. ,ubco ntract Management Item

K XL ELLENT (90-100 POINTS) Formalized system to monitor
%$ ._ hedulr- and costs: close contact to avoid problems: integrated

* reqLirement- documents and detailed specifications used.

88 ATCH 3. ANNEX 0
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-(, onstantly meets scheduled contract awards and critical

mni Ilestones.

VLFY GOOD (8Q-89 POIN-[S) General procedures used to
monitor schedules and costs: Ill requirements documented in
":tbcortract specifications. Mtets all scheduled contract awards
and most critical milestones.

GOOD (%1.-79 FOINFS) Plans and procedures for management
of schedule and cost are very general; minor requirements are not
documented or incomplete. Meets most scheduled contract awards
and critical milestones.

LINACCEF'ABLE (0-59 POINTS) No plans or system for
monitoring subcontractors; requirements not documented. Fails to
meet scheduled contract awards and critical milestones.

C ost Performance Reportin_ Item . ,

4. Contract Change Manaaement Item.

5. Product .ssUrance Item

. Man amnt Mo_....t i.vation Item

SE. K._SSEMS ENGINEERING AND SPECIAL STUDIES AREA (AREA WEIGHT:

_' .
,'.". I. LrnCl.Ree _in n_A _al ysi s I temrn .

' ' -" 2. Inle rt.ed..L tpst~ u port Item . . .

-',ssembl and Checkout (A&CO) Item
4. k e quriements D)efinition arnd inteqration Iten,

- [etc. ]J

p-.

,--,
..... ..... ... .. . .
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.. ' 1 ..,". H I EVEML N, Y [F: ! F I CAL FATH MANAGE9LMENT (AREA WE I GHT:

1. Completes tasks on or ahead of schedule. Energetically
to:.es action to identify, define, coordinate, and smoothly carry
c:), t schedule workarounds and changes to avoid causing an adverse
ispact .,on maor program milestones.

2. Aqggressively identifies, defines, analyzes, maintains.
and reports the status of program schedules. Develops and
maintains complete, current, valid, coordinated schedule data.
Activelb works with government and other program contractors to

be sure that program schedules reflect the best available. most
c,-r-rent information available . . . traceability and

.rcmpatibility exist throughout the contractor's schedules and

v-ith applicable program schedules.

F laces special emphasis on identifying, defining,
maintaining the status of, and managing to the program critical
path. ldentifies and carefully considers the critical path
impact of all problems, changes, issues, recommendations, and

decisions.

4. £hows initiative in anticipating, preventing, and solving
schnedule problems with little government urging. Develops
innovative techniques and procedures to improve performance of
required worv and to reduce their schedule times.

B. B~LuRMANALLrMENF (AREA WEIbHI: 20%'- t' t <_'.u R h . M 6 t .. .E ...... ..A ..E._.E. HL ... ... ... 9'.)

1. M..naqenet reflects foresight, depth of analysis, and a

cktrprerensie approach. Develops corporate interest and support
this proqram to insure priority allocation of corporate

r nsources.

''.. L.onduct comprehensive, objective, and worthwhile program
and business reviews with an attitude of accurately assessing

pi-niress ano jointly working problems and solutions with appro-
. i-A te qovernment and/or contractor offices.

Finds innovative ways to improve company internal and
pr rrim operations. Requires little government program office
L',, i .nq. Fer4c:)rms in the best interest of. the government.

4. Levn:lpe an effoective, efficient internal organization
_
-  

clCl r r-, l-r

*. c . J:iar definition and allocation of responsibility.
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L.str-ong. oen lines of internal arid ex:ternal

C. t hor O-Ltqh J. ntern al i nt egr at ion *and

d. an emphasis on productivity and quiality.

t.,. Effectively controls and manages Subcontractors to meet
or- better program cosr and schedule goals and to prevent or
minimiz-e the impact of Subcontractor problems on the proqram
office. Contractor's subcontract procurement packages correct
and comply wth government requirements.

,1D. Demonstrates high sensitivity to overall proqram cost
et-ecti.veness and government funding requirements. Eeeks arnd
pursues opportunities for program cost avoidance.

.Cost collection and reporting system meets letter and
spirit of the Cost/'3chedule Control System Criteria (C/~~~i

r~a ast c cost -effec:ta ye manner....

U. Lm-phasizes and aggressively promotes the quality
a suir a rcE programn to

* ?. Operates effective management, administration, Eand

cntfrol of property management. Makes efficient use of
Cqcverrmeflt provirled support.

L. IECHNILHL (HwE WEI LbH-f 4Q.))

* - 1. Provides effective system designs which maximize
rJ_.nsider~tion given to proven design concepts, component

ccimmonolity, and human engineering. Employs a thorough svstems
c-r-iineering appro,:ch. Mianimizes the need for, and cost and
t: chnical impact of. engineering design changes.

7.Provides aCCUirate and complete technical documentation.

* *. Fro'.udes sustaining engineering for those systems and
uba t ~which have been devel oped. Provi des requi red

m.-inter,4nce and logistics support for installed systems and
.ubsyTstems through government acceptance and turnover to he sure

th~ ejr~pmnt per-formance meets or e -rceeds requirement=-.

4. Periorms a testing program which provides the Ma> (ImUM

~I hz-rirf it to the pronram. Identifies, trade,. and resolvec-
tru-t Lar.=repancies, deficiencies, anomalies, and problems in a

iqrl. .:jntrolIlIed. vi si tlIe, techn icallIy sound, complIeteri and

(9j ATCH 7. NNEAx b
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EVALUATION CRITERIA

JDJEC T IV!_ FOINTS
-''AITING EARNED ADJECTIVE DESCRIPTION

5-JFERIU: '?6-10I Contractor's accomplishments are marked by
exceptionally high performance. All PEAs
are beinq commendably performed. Only very
minor improvement is possible beyond current
performance level. No deficiencies
threaten program success.

XCELL EN I 5t-9t Contractor substantially exceed most
contract requirements. There are some
superior features; however, there are also
some items needing improvement and manage--
ment attention that detract from per+ormance
which could otherwise be rated higher. No
deficiencies threaten program success.

* LOD 5(.)-79 Contractor meets or exceeds all contract
requirements. There are some e ,celJent or

superior features. An opportunity exists
for improvement in some PEAs that detracted
from overall achievement. No deficiencies

threaten program success.

L 1(- --49 Contractor meets the minimum contract
FCLTISy requirements with littie distinction. The

degree of performance is adequate; however,
substantial improvement is needed in many
F'EA . Deficiencies threaten complete

program success.

9 Contractor does not meet some or all

I L- I ill contract requirements. Aithouqh some PEAs
have been performed adequately, others
indicate the need for substantial and urgent
t nprovement. F'rogram success is in

* quest ion

0
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Ottachment 4

AW ARD REVIEW BOARD AND
FEE DEIERMINArION CHECKLIST

Here is a sample schedule of events and explanatory notes for the
preparations for an ARB (F-times are in days from the end of the
award fee period):

J-4b. w- B Chairperson appoints Recorder. Recorder
receives a qeneral outline of the information that the Chairper-
=on wants presented at the ARB meeting.

r-4y. Recorder schedules the time and place for the ARB
and FDO meetinqs.

T- '. From the contractor, he/she determines if the
contrartor desires to present a Self-Assessment Briefing.
V')r-hedules time and place of same With the PCO and the
.ontractor. :eep briefinq costs reasonable by establishing
briefinq ground rules (number of contractor people present.

% printed handouts, length of briefing, etc.).

--. Prepares and distributes a rChairperson letter
assigning Af-hB members, by name, informs them uo the APB meeting
J,te arid time. If known, invite Members to the Contractor Self-
--Assessment briefing and informs them of any pre-ARB preparation-
rr. reiews which the Chairperson expects the Members to complete.
,-i augqested attachment to this letter is the Award Fee Plan to
irclode the 'erformance Lvaluation Areas and Performance

t and ar d.

I-C,. Prepares and distributes a Chairperson letter to
the Uutside aqencies requesting their evaluation of the

* (Tontractor for the award fee period. Make the period of observ&--
tinr er clear and establish the suspense date after the end of
tre period. SuQQested attachments tu this letter are the Awarl
F. P rs Performance Evaluation Areas and Performance Staiidlrd
-5. I a edhar-. form to soamewhat stndardize their nput.

S -jI. Prepares and distributes a Chairperson letter to
t- -e Division or Directorate Chiefs req-.iesting their upper manage-
miflert ev.uaion f th,- -contractor for the award fee period. Mae
.the per i cf Observation very clear and establish the su=pense

do', af tr the end of tne period Strers that The Monitors
proide the specific, detailed evaluatior-3 of the contractor's
nerformance and that the Chiefs' evalu3Lion should address the

'. . ArCH 4
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reader, proqrarmati C i SSues that they work. Chairperson input

determines the Chief's format and will be a camera ready slide

f r presentation at the AKB or a written input to the Chairperson
" a r# d Memn~er s

I-It . Prepare and 0istribute and schedule o+ events

1 etter. hi:s letter does two thinqs. First, it provides the

? eduel 4 or Director-ate or Division pro iect of +i cer debriefs.
ff- ,i it re rinds the statf members that performance feedback

v t v fil L- r eq red by the Award Fee Fro1ect Officer soon
t rr- t -? -' , of the award {ee period -- suspenses are short.

T+61I. Contractor presents his/her Qelf-Assessment
Srie+i r, tc toe PhD Chairperson and Members, and other interested::..rn.o t eam.members.

c- . r- n F-, F) m te fT-i em tj e r s2..

Si ,_s-i. Debrief Division or birectorate prolect

With the help o+ the Award Fee Project

L sum arie the Mo nitor input data.

T+>. OutsiCf Aency and Upper Management Inputs are
DF- 70-.= K M summaries o+ this informat ion.

"l 1. Based on his/her review of last month's Monitors
,.-,wri Lee Frolet Officer update or corrects Monitor

I +. I eview draft AFt slides with Chairperson.

14 14 rina AF<R slides due to t;ie Chairperson.

Complete any handouts f-or the ARB Members.

Lon firm that ARb Members will attend ARC meetinq.

-- nm'- car not attend, irsure that the Chairperson and
e r- re,? on a substitute.

T- I Conduct (APB

i + 'cview F PDO Fmriet-ing information and proposed fee
* t't-_cm r, <" i-_-'? with ,-0'D 7hairpe; son. If letter is

-< sEis acftr -ocrdinate i t with the RE members.

* ri, hT+. Moet with 200. FDO makes fo determination

- r -o-Dre'c mends changes to +ee determination letter. FDO
.- v to 'p i i, red i r-hannei noti fication%.

$" [ F , [' r E",'lev % c a d -:i (rE re,. i Ed 4 ec u:tenmi nation

SV , - lrh-, :: elC :"2 to th- -_Itr TtoF.

f Frouir m L4ag)r, F '. etc. presen letter to

F,1 P I E, t: t nod Fi r, d )eain

4 -1 I LLF4 4

............................................. .
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r +-u FULU, A-\FB Chairperson, or E> ecutive Level
ciovernrnent person debreiEf contraztor's management on the
pertfom 4ncc9 evAiLuation and +ee determination (27:(-tch 2).
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Appendix B

INSfRUCTIONAL SYSTEMS DEVELOPMENT ANALYSIS
FOR

AWARD FEE CONTRACTING

J if*'R: NA
N

lR litle: Award Fee Planning and Execution

Level-of-Learninq: Comprehend the process to plan, execute and
administer an Award Fee contract (AFC) in

an AFSC major weapon system acquisition.

Sample of Behavior: NA

C"-iterion ObDective: NA

Ob1ective lest: NA

J F'R: PL

J-'R Title: Planning Phase (PL)

Level-cf-Learnina: Comprehend AFC during the Planning Phase of
an AFSC major weapon system acquisition.

iSample of Dehavior: NA

f-r iterion LOb_Ie-ctive: NA

f]blecti ve lest: NA

J FF : FL I

J'R Title: Identify AFC bituations

Level -of Learninq: Comprehend when an AFC is the most
appropriate type of fee on an AFSC major
weapon system acquisition.

5 omple cd Pczhavinr: L'pJ when it is appropriate to tvie an
AF C.

I r : : r mn- ] I '5' .l'/e

(on JI! tr Ir,: U, !. -F t. h h~ Fancdibcc . F f(l , unl in: t r-d acartcis

i, -, AFSL requlation library, and three
we.apon system acquisition situations.

AFF' DND X 13



Per+or-mance: the Student will identify i+ A.FC is
appropriate for that situation

* . -_'tandard: with l0X.accutracy.

*Otblecltlve -lest: Here are tnree weapon system acquisition
scenarios. State if A-FC is an appropriate
fee structure.

%PL 2

J KN Title. Identify advantages and disadvantaqes.

~*~-- Lu;,;q Comprehend the advantages and disadvantageii

of using an AFC.

Samiple of Behavior: Identify and summarize the advantages and
disadvantaqes of AFC, identify each advan--
tage's and disadvantaqe's relative import-

ance, and the overall Value Of using an AFC
in a particular weapon system acquisition.

0

eriterion Obective:
Condition: Given this handbook, FAR, unlimited access

to an AFSC regulation library, and three
weapon system acquisition situations,

T erformance: summarize the advantages and disadvantages

of _FC- program Unique advantages and
disadvantages, each advantage's and
disadvantage's relative importance, and the
overall value of using an AFC in a particu-
lar weapon system acquisition

-- tandard: -ith 1 oo accuracy.

"-i-ctave Test: Here are three weapon system acquisition
scenarios. For each scenario, summarize:
-the advantages and disadvantages ot using
IOFC.
--program unique advantages and disadvan-
taqes Of using A'FC.
dsthe relative importance each advantage
and disadvantage.
-the overall Value Of using an aFpC.

JF"R TitIe: Erecution Phase ( iEX)

C-/- , .I tardrq: Comprehend AFC during the ay.ect on Phase
of an TFt maHe er weapon system -qui sit ion.

00 I'M FE Dx P F
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CritR-.rijn Obiective: NA

0Jl.,3 ert E, e t: N A

,.: J Pk,:EXI

JVR 1it le: Identify the requirement for AFL clauses in
the solicitations to prospective bidders

and contracts.

Level-cG-Learninq: .now that AFC clauses must be included in

the solicitation to prospective bidders and
contracts.

i ample of Eehavior: States that AFC clauses must be included in

• the solicitation to prospective bidders and
contracts.

Cr-iteriron Lbjective:

:Condition: Given this handbook, FAR. unlimited access
* to an AFSC regulation library, and the

determination to use an AFC,
F'erformance: the student will state the requirement to

include AFC clauses in the solicitations to
bidders and contracts

Standard: with 100%. accuracy.

Ubiective lest: You have been tasked to prepare the

solicitation to prospective bidders and
contracts for an AFC, state if there are

unique Clauses required by the type of
contract used?

JH:- T! tie: Locate AFC clauses.

Le.,'el of-Learninq: Comprehend the procedures to select the

correct and current AFC solicitation and
* contract clauses.

Samcl, ot b-e.havior: Locates the correct and current AFC clauses
to be included in the solicitation to

bidders and contracts.

1 riterion Fb iective:

.Condition: Given this handbook, FAR, unlimited access

to an AFSC regulation library, and the
decision to use an AFC,

Fer+ormance: the student will locate the correct and
*- . most current AFC clause(s) for inclusion in

,', lol APFEND I X B
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a solicitation to prospective bidders and
contracts

.Standard: with 100.% accuracy.

Lbiective Test: You have been qiven the task to prepare a

solicitation to prospective bidders and

resultant contracts for an AFC, locate the

AFC clauses(s) that would be included in
the solicitation and contract. Record the

location and date/revision o the clauses
that will be used.

R. JEX7

Jv' ; Title: Modiry AFC clauses in solicitation tc

prospective bidders and contracts.

L. eVel -of-Learning: Comprehend the situation requiri ng
modified AFC clauses in a solicitation to
prospective bidders and contracts.

.nmole of Behavior: Makes necessary modifications to standard
AFC clauses.

P-itprion .biective:

.:ondition: Given this handbook, FAR, unlimited access

to an AFSC regulation library, and the
determination to use an AFC,

Performance: the student will analyze the situation,
determine if modifications are needed, and
modify standard AFC clauses in a
solicitation to prospective bidders and
contracts

5tandard: with 1C)% accuracy.

tl>.o.e lest: Here are three weapon system acquisition
management situations, modify (if needed)

the standard AFC clauses for the
solicitation and contracts.

J-L: EX4

JF, Title: Prepare an Award Fee Plan

L.PI.el --of -Learni nq: Comprehends procedures for the preparation

S ,. oo the Award Fee Plan.

?.._,, e ol PF avior: [EX4.1] Prepares an Award Fee Plan.

"EX4.2] Explains the two methods used to

establish the start and stop points of
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Award Fee periods to include the ad-antageE

and disadvantages -f each.

I EX4.7 J Constructs Performance Evaluaticr-
Criteria.

[EX4.4] Constructs Pe fcrmance Evaluation
Areas/Items.

Criterion Ubjective:
;Londition: 1EX4.lJ Given this handbook<. F4MR,

unlimited access to an AFSC requlation

library, the determination to use an AFC.
and three acquisition scenarios,

:Fer+ormance: the student will prepare an Award Fee Plan

Standard: with 100% accuracy.

!Condition: EEX4.2] Given this handbook, FAR,
unlimited access to an AFSC regulation

library, and the determination to use an
AFC.

:Performance: the student will explain and state the

advantages and disadvantages of the two

methods used to establish the start and end
points of Award Fee periods

.:Standard: with 100% accuracy.

-Londition: [EX4.3] Given this handbook, FAR.

unlimited access to an AFSC regulation
library, the determinaticn to use an
AFC, and a specific contract type.

F'eriormance: the student will construct or select a

Evaluation Criteria which is compatible
with the Performance Areas/Items and
program requirements

-3tandard: with 10% accuracy.

Condition: [EX4.4J Given this handbook, FAR,
unlimited access to an AFSC requlation

m library, the determination to use an
AFC, and three acquisition scenarios.

Performance: the student will prepare Performance Eval
uation Areas/Items compatible with the
Evaluation Criteria and program objectives

-tandard: with 100% accuracy.

jr, e tI & I lest: [EX4.1] For each acquisition management
scenario, prepare an Award Fee Flan that

best supports program requirements.
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SEX4. 2] What are the two methods to

establish the start and end points of Award

Fee periods? What are the advantages and

disadvantages of each method?

[EX4.3] For each acquisition management
scenario, prepare Performance Evaluation

Criteria which best support program
requi rements.

[EX4.4] For each acquisition management
scenario, prepare the Performance

Evaluation Areas/Items which best Support
proqram requirements.

Jt-R : EX5

JFR Title: Identify the requirement to and reserve

program funds for the Award Fee Fool.

tL vel-o -Learning: Comprehend the requrement to reserve and
to use the correct amounts and types of

'"program funds for funding va- Fee pools.

Sample of Behavior: [EX5.1] Summarizes the requirements of and

the punishment(s) for violation of the
Anti-Deficiency Act.

[EX5.2] Summarizes the financial management
requirements for reserving and using

funding for an Award Fee Pool.

iterion Objective:

Condition: CEX5.i] From memory,
Ferformance: the student will summarize the requirements

of and the punishments for violating the
Anti--Deficiency Act

'1 .tandard: with lC-Y/% accurac/.

.Londition: [EX5.2] Given this handbook, FAR,
unlimited access to an AFSC regulation

library, and the determination to use al
SF C.

Per+ormance: the student will state the requirement to

administratively reserve program funds

*. sufficient tc fund Award Fee payments.
,. 1tandard: with 100% accuracy.

L b 1ecti e Tst: LEX5. 1] Summarizes the requirement=_ of and
the punishments for violatinq the Anti -

4m. Deficiency Act.
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[Ex5.2) State the financial management
requirements related to the administrative
reserving of program funds related to Award

Fee contracting.

.~ ~ " 'Jf: CA

JI-k litle: Contract Administration (CA)

Level o-Learning: Comprehend AFC during the Contract
Administration Phase of an AFSC maJor
weapon system acquisition.

i- 'ample cf Behavior: NA

t...ritericon F jective: NH

Ucbiec ive Jest: NA

J P: CA1

-0 .> -itle: Develop, implement, and operate contractur
performance monitoring and feedback
program.

Level-ol-Learninq: Comprehend how to develop, implement, and
operate an AFC contractor periormance

monitoring and feedback program.

.mplE. o4 H~ha/inr. rLi. 1) ] ummarizes the characteristics o+
and advantages and disadvantages of a
contractor performance monitoring and feed-
back program.

[CAI.2] Summarizes the operation o a
contractor performance monitoring and feed-
back program.

-CAI.3] Defines the duties and responsi-
* bilities of the Fee Determining Official

(FDO), Recorder, Award Review Board
members., . during the Award Fee period.

Lr1terin Ub iective:
Condition: [LAl.l) Given this handbook, FAR,

*. unlimited access to an AFSC regulation

library, and simulated acquisition scenario
(complete with contract and Award Fee
F'l an)
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Performance: the student will summarize the

characteristics of and advantaqes and
disadvantages of a contractor performance
monitoring and feedback program

Standard: with lOu% accuracy.

Condition: [CAI.2] Given this handbook. FHR.
unlimited access to an AFSC requlation
l ibrary, and simulated acquisition scenario
(complete with contract and Award Fee
Plan),

'Pri ormancce: the student will summarize the operation of

a contractor performance monitoring and
feedback program, to include listinQ the
recurring activities and events tor a

typical month and Award Fee period
Standard: with 1007 accuracy.

In- t ,ndition: [CAiI.] Given this handbook. FAR, unlimited

access to an AFSC requlation library, and
simulated acquisition scenario (complete
with contract and Award Fee Plan),

Per+ormance: the student will define the duties and
responsibilities of the following people
during the Award Fee period: FDO.
Recorder, ARB members, monitors

Jtandard: with 100% accuracy.

Ut iectiv e Test: LCAl.1] List the characteristics o+ a
contractor performance monitoring and ieed-
back proqram. State the advantages and
disadvantages of such a program.

[fl. 2J Stimmarizet th, typical m,,Dnth and
.ward Fee period acti .itir-- tht - c Lrnu] ci
,.c,,mp I i sh tO f pen at c r tra,- 2

-t fcr
friri (n , , c: or J r : ,,,: ! ,: P :._ ~ -, r c-;7,.

[CAl.T7] List the duties and responsibil--
ities of the following people during the
Award Fee period: FDO. Recorder

j IP Title: Fee Determination Process

I"ev -l-ot Learning: Comprehend the fee determination processes.

Lamp FI oI tLhavt or: [LA2.1] Defines the duties and responsi

bilities of the following people during the
fee determination process: FDO,

%"%
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.ecorder. Contracting Officer. ARB members
and Chairperson.

L LA2 .2J Summarizes time constraints
imposed on the fee determination and pay-
ment process.

L CA2.] Summarizes preparations for the
ARB to include data gathering, briefing

-* preparation, and administrative details.

[CA2.4] Summarizes the operation of an ARB.

to include required decisions.

[CA-2.J] Summarizes the preparations for the
ARD Chairperson's meeting with the FDO for
the fee determination.

E [A2.6] Summarizes the post--FDO determina-
tion events and responsibilities of the ARD
Chairperson and Recorder.

L- tri,- Ub Iective:
Londition: LLA2. I] biven this handbook, FOR,

unlimited access to an AFSC regulation
library, and simulated acquisition scenario
(complete with contract and Award Fee
Pl an).

e r t rna n ce: the Student will define the duties and
responsibilities of the following people
during the fee determination process: FDO,
Recorder, Contracting Officer. ARB members,
and Chairperson

Itandard: with 100/ accuracy.

.ondition: [.LA2. J Given this handbook, F(AR,
unlimited access to an AFSC requlation

library, and simulated acquisition scenario
(complete with contract and Award Fee

* H'! an).

c-r t ormn CE: the student will summarize the time con-
straints placed on the fee determination

and payment process
...ktandzrd: Iw 6*-h 100% accuracy.

. ondit ion E [LA2.] G3iven this handbook, FAR,

unlimited access to an AFSC regulation
library, and simulated acquisition scenario
(complete with contract and Award Fee

.e." F'I an)
Ferformar,ce: the Student will summarize preparations for

an ARBD meeting, to include data qatherinq
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briefing preparations. and administrative

detai is
2tandard: with 1U()0% accuracy.

.c.'ndition: [r A2. 4] biver, this handbool. FAR.
unlimited access to an AFSL requlation
library, and simulated acqUlsition scenario
(complete with contract and Award Fee
Plan),

Fer+ormance: the student will summarize the operation o
the ARB meeting to include required

d..c idc 1 sions
'-tandard: with 100. accuracy.

ILcndition: [CA2jI Given this-, handbool. F(Ik.
unlinited access to an iFSC requlation
library, and simulated acqutisition scenario
(ccm-lete with contract and Award Fee
F'I an)

SFrormance: the student will summarize the preparations
• of the ARD Chairperson's meeting with the

FDO to elicit the fee determination
_Standard: with 100% accuracy.

Condition: [CA2.6) Given this handboo:, FAR.
unlimited access to an AFSL regulation
library, and simulated acquisition scenario
(complete with contract and Award Fee
Plan)

Perf formance: the student will describe the events and
responsibilities o: the APRB Chairperson.
Reprorder and others after the FDO' s fee
deter-mi nation

".tarI rd : With 1 ,()("). aCcLtra(:..

E, ec i e Te -st : LCf(2. 1] Defines the duties and responsi -
bilities of the following people

I TeCti 'r: 1et : CA2. I] Defines the duties and responsi-
bilities of the c:llowing people during the
fee determination process: FDO, Recorder,
.. Contracting Lffi.cer, AR'B members and Chair-

person.

LCA2.2] State the time constraints placed
,on t'ie fee determination and payment

I LA. [.] F-or the provided aCqgu cit ion man-
aoement scenario, summari:e the steps that
",or-e reces=sry in preparation icr an f* b

O metinq. Le sure to addres'i data gather-
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ing, briefing preparation, and administra-
tive details in your summary.

[CA2.4] Summarizes the operation (that is.,
what takes place) during the AFB meeting.
What specific decisions must come out of
the ARE71

[CA2.5] Summarizes the preparations for the
ARB Chairperson's meeting with the FDO to

elicit the fee determination?

[CA2.6] Describe the events and responsi-
bilities of the ARB Chairperson. Recorder
and others after the FDO's fee determina-
tion.

SJPR: CA3

Ji-'R Title: Award Funding

Leve of-Learning: Comprehend the procedures necessary to fund

an Award Fee determination.

Sample of Behavior: Summarizes the steps needed to obtain
funding for the award of Award Fee.

Criterion Ibective:
,Condition: Given this handbook, FAR, and, unlimited

access to an AFSC regulation library,
.'er+ormance: the student will summarize the steps

necessary to obtain funding for an Award

Fee award, to include coordination with the
program office's financial managers and
Contracting Officer, composition of the
award payment, and action to released
excess funds.

Standard: with 100% accuracy.

G UtOiective lest: Summarizes the steps necessary to obtain
funding for an Award Fee award. Your
summary must, at a minimum. address
necessary coordination with the proqram

office's financial managers and Contracting
V Officer, the composition of funds used to

* fund the award payment, and action to
S- : release excess funds.

,.F'F:: CA4

JF'R Title: Award Fee Plan Modifications
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- Level-ot-Learning: Comprehend AFC procedures to identify the
requirement for and to execute Award Fee
Plan modifications.

* Sample of Behavior: [CA4.li Summarizes acquisition manaqement
Situations which may require a change to
the Award Fee provisions of a contract.

[CA4.2] Summarizes the process of preparing,
coordinating and executing an Award Fee
Plan modification.

Criterion Objective:
:Condition: [CA4.1] Given this handbook., FAR, unlimited

access to an AFSC regulation library, and
simulated acquisition scenario (complete
with contract and Award Fee Plan).

Performance: the student will identify the requirement
for and summarize those acquisition manage-

ment situations which may require a change
* to the Award Fee Plan.

:Standard: with 100% accuracy.

.:Condition: [CA4.2] Given this handbook, FAR. unlimited

access to an AFSC regulation library, and
simulated acquisition scenario (complete
with contract and Award Fee Plan),

Per+ormance: the student will prepare a modification to

an Award Fee Plan, summarize coordination
requirements with the government and

contractor team, and summarize the method
to execute the modification

Standard: with 100% accuracy.

Ubiective Test: [CA4.1I Here are six acquisition management
scenarios. State if you would recommend a
modification to the Award Fee Plan and and
summariz- your rationale.

• LCA4.2] Here are three acquisition manage-
ment scenarios which would reasonably

require a modification to Award Fee Plan.
Prepare the modifications to the provided
Award Fee Plan. Summarize who must or

should coordinate on the modification.
Finally, summarize the steps needed to

e'ecCUte the plan modification.

JFK litle: Identify the components of a Contractor
Feedback System

110 APPENDIX E,
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LevEl-of-Learninq: Comprehend the components of a contractor
internal Award Fee monitoring and feedback
system to both the contractor and the
government.

Sample of Behavior: Summarizes the components of an internal

contractor Award Fee monitoring and feed-

back system.

*-.'. Crite, ion Objective:

'Condition: Given this handbook. FAR, and unlimited
access to an AFSC regulation library.

;Performance: the student will summarize the components
of a contractor's internal Award Fee
monitoring and feedback system

::Standard: with 100% accuracy.

Objective Test: Summarize the components of an internal
contractor Award Fee input/monitoring and

* feedback system.
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JPR CHAPTER
TASIK:'

F Iann ing Tasks
*F Li 1

PL 21

Execution Tasi.-s
EX 1

EX3- 7
EX4 2
EX5

Contract Administration Tasks
CAl 4
CA2 5

2CA7 3.* 5
CA4 2
CASJ 4

TABLE 3. JFR TASk. vs HANDBOOK-: COVERAGE
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