DETERMINATION AND FINDINGS

Authority to use Cost-Plus-Award fee (CPAF) CLIN
[bookmark: Text1]For Solicitation        
 
[bookmark: Text2]I hereby approve the use of a Cost Plus Award Fee (CPAF) CLIN for Solicitation Number       pursuant to FAR 16.401(d).  This requirement is a follow-on contract to      , and is planned to be awarded as a Indefinite Delivery Indefinite Quantity (IDIQ) Multiple Award Contract (MAC) in Fiscal Year      .  This requirement is not an ACAT I procurement.


FINDINGS

[bookmark: Text3][bookmark: Text4][bookmark: Text6][bookmark: Text7]1.	      has a requirement to support      , with the award of a       follow-on multiple award, IDIQ service contract for system engineering, system design and development, integration, testing, installation, training, life cycle maintenance, procurement support, helpdesk services, management support, and system documentation for      .  This contract will be structured to include both Cost Plus Award Fee (CPAF) Contract Line Item Numbers (CLINs) and Firm Fixed Price (FFP) CLINs.  This procurement has an Independent Government Cost Estimate (IGCE) of approximately $      inclusive of one base year and four option years.  Approximately      % of the effort under this contract will be awarded as FFP task orders, while the remaining      % will be awarded as CPAF task orders.

The FFP CLIN will be used where requirements and desired outcomes can be well-defined within the statement of work and task orders.  Examples of FFP tasks include system installation, training and help desk services.  Conversely, tasks comprised of systems engineering, design, and integration will be awarded utilizing CPAF task orders.  The CPAF CLINs have been selected for these tasks because such tasks will depend on various Information Technology (IT) enterprise services that are dynamic, and frequently change in response to world events, advancements in technology and reporting capability over the life cycle of the proposed contract.  Most such enterprise services are outside of      ’s control, and will require immediate adjustments during performance of individual task orders.  

Additionally, because       is deployed on a       computer network, there are numerous Information Assurance (IA) requirements, which constantly change to meet the demands of new threats and to accommodate the implementation of new technology.  Changes to both IT enterprise services and IA requirements will force contractors to make adjustments during performance of individual task orders, thus making it impractical—if not impossible—to set objective incentive targets applicable to cost, schedule, and technical performance.  The use of CPAF CLINs will provide the Government with a method for incentivizing contractor performance in the absence of standard objective incentive targets.  

2.	The Government awarded the current       contract as a CPAF contract.  Administration of the current contract has shown the incumbent contractor’s performance consistently demonstrated a high degree of responsiveness to adjustments in fee as a result of the award fee determination process.  Specifically, deficiencies noted in Award Fee Determination Summaries and Evaluations sent to the contractor always prompted significant corrective action and responsiveness to      ’s requirements on future delivery orders.  This responsiveness has outweighed the greater administrative burden associated with CPAF contract administration.  Moreover,       has expressed a high level of satisfaction with regards to changes implemented by the incumbent contractor resulting from Award Fee Determination Summaries and Evaluations. 

3.	FAR section 16.401(d) provides that “[a] determination and finding, signed by the head of the contracting activity, shall be completed for all incentive and award fee contracts justifying that the use of this type of contract is in the best interest of the Government.  This determination shall be documented in the contract file and, for award fee contracts, shall address all of the suitability items in 16.401(e)(1).”

4.	FAR section 16.401(e)(1) identifies the following three suitability items that must be addressed in the D&F supporting all award fee contracts: 

(i) The work to be performed is such that it is neither feasible nor effective to devise predetermined objective incentive targets applicable to cost, schedule, and technical performance; 

(ii) The likelihood of meeting acquisition objectives will be enhanced by using a contract that effectively motivates the contractor toward exceptional performance and provides the Government with the flexibility to evaluate both actual performance and the conditions under which it was achieved; and 

(iii) Any additional administrative effort and cost required to monitor and evaluate performance are justified by the expected benefits as documented by a risk and cost benefit analysis to be included in the Determination and Findings referenced in 16.401(e)(5)(iii).

5.	The first suitability item for award fee contracts addresses the feasibility of establishing objective performance targets.  Typical performance targets include cost measures, such as the ability to accurately estimate cost and meeting those cost goals and schedule measures, such as the ability to accurately define and adhere to a plan of action and milestones.

      is a dynamic, on-going, evolutionary system aimed at providing DoD, Combatant Commanders, and other Federal Agencies with a single view of DoD readiness.  One of the most significant barriers to establishing cost, schedule, and technical performance incentives for task orders that would be issued under this proposed contract arises from dependence on IT enterprise services external to      .        must comply with DoD Enterprise Architecture policies, and       relies on       to meet this requirement.  For example,       provides information assurance identity and access management for      .  This enterprise service is managed by an independent program office over which       has no control.        is a       for      , and       must implement this technology to be able to deliver its services.  This creates a dependency for the       development effort. 

Of greater significance,       is rapidly evolving, and is subject to changing requirements.  These fluctuating requirements cascade down to the other programs that make up the       architecture.  Typical cost, schedule and technical performance measures cannot be used to evaluate contractor performance, because any change to       will inevitably result in additional costs, re-work, and delays in schedule, at no fault of the contractor.  There is no way to predict when       will change, or the extent to which such changes will impact the cost, schedule or technical capabilities of any particular task order.  

      requirements constantly change to incorporate changes in DoD policy, updates to technology products (requiring changes to integration specifications), or       program re-prioritization.  Therefore, the Government needs the ability to update task orders to satisfy emerging       requirements.  For the reasons set forth above, objective incentivization criteria, such as cost, technical performance, or schedule, would not be feasible for task orders involving systems engineering, design, and integration.  A CPAF CLIN will allow the Government an effective means to incentivize a contractor’s performance in areas outside of cost and schedule, including but not limited to contractor responsiveness, product suitability, product reliability, resource management and technical proficiency. 

The second suitability item for award fee contracts addresses whether an incentive will effectively motivate the contractor towards exceptional performance.        must regularly update       requirements in response to new threats to national security, advancements in new technology, and changes to IA and IT enterprise services that are beyond      ’s control.  Consequently,       must have a contract-type that will appropriately motivate the contractor to respond rapidly to such changes.  This is particularly true when such changes arise from the emergence of new reporting technology vital to national security, or a change in the aforementioned IT enterprise services.  If a contractor fails to make immediate adjustments, that failure could cause an interruption in      ’ reporting capability, thus depriving the DoD from being able to readily ascertain the status of the United States Military at a critical moment.  While contractor performance cannot be tied to conventional cost and schedule performance measures in this dynamic environment, the CPAF CLIN can be used to incentivize the contractor to be responsive to the updated requirements through increasing or decreasing fee in accordance with the award fee plan.  Based upon positive contractor responsiveness and corrective action in award fee determinations issued under the current       contract, the CPAF structure for the       follow-on contract should continue to successfully incentivize the contractor in providing excellent performance.  

The third suitability item for award fee contracts addresses whether the Government’s administrative burden is worth the benefit derived from employing incentives.  It is understood that using CPAF will entail an increase in administrative resources.        can readily organize their       in support of CPAF as       already has experience with the award fee process, which is being used on the current       contract.        is also in the process of expanding their Program Management Office to further support the award fee process.  Table 1 displays the estimated cost associated with the evaluation of a task order related to the       follow-on contract. 


Table 1.  Award Fee Cost Benefits Analysis

Cost benefits analysis reflecting the added administrative costs for the       follow-on contract.

	Government Reviewing Official
	Number of Individuals Participating
	Hours Per Evaluation Period
	Hourly Wage Rate
	Total Estimated Cost

	Fee Determining Official (FDO)
	     
	     
	$     
	$     

	Performance Evaluation Board (PEB) 
	     
	     
	$     
	$     

	Performance Evaluation Board Chair
	     
	     
	$     
	$     

	Contracting Officer’s Representative (COR)
	     
	     
	$     
	$     

	Technical Representative (TR)  
	     
	     
	$     
	$     

	Procuring Contracting Officer (PCO)
	     
	     
	$     
	$     

	Contract Specialist (CS)  
	     
	     
	$     
	$     

	Total
	     
	     
	
	$     



Other activities associated with the award fee process, e.g. status and financial monitoring, customer feedback, monitoring deliverables, monitoring QASP, etc. are normal COR activities and are not included in this table.

      task orders/delivery orders per year are anticipated.  The estimated award fee CLIN is valued at approximately $      per year.  The cost for administering the evaluation is less than 1% of the total value of the contract cost per year.





DETERMINATION

Based on the above findings, the work to be performed is such that it is neither feasible nor effective to devise predetermined objective incentive targets applicable to cost, technical performance or schedule.  Therefore, use of an award fee CLIN for the       follow-on contract is authorized. 

Recommended:


Signature:  ___________________________________	Date:  _______________

     
Procurement Contracting Officer



Signature:  ___________________________________	Date:  _______________

     
Code       Department Head




Approved as to form and legality:



Signature:  ___________________________________	Date:  _______________

     
Legal Counsel




Approved:



Signature:  ___________________________________	 Date:  _______________

     
Director for Contracts
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