DETERMINATION AND FINDINGS
APPROVAL FOR USE OF A COST PLUS AWARD FEE TYPE SEAPORT ENHANCED (SEAPORT-E) TASK ORDER
Upon the basis of the following findings and determination, pursuant to the provisions of Federal Acquisition Regulation (FAR) 16.401(e)(1) and 16.405-2, Request for Proposal       may be solicited using a Cost Plus Award Fee (CPAF) type Seaport-E Task Order (TO).
FINDINGS
1. The Space and Naval Warfare Systems Command (SPAWAR) proposes to issue Request for Proposal (RFP)       for the procurement of       Services for      , PMW      , in support of customer requirements for       products and services.  The solicitation will be utilizing a full and open competition.  The Task Order (TO) will contain a base period of twelve (12) months and four (4) option periods of one year each for a total period of performance of five (5) years.  The estimated value of the resulting TO is $      over the entire period of performance, including options.
2. Pursuant to Office of the Under Secretary of Defense (OUSD) Acquisition, Technology, and Logistics (AT&L), Defense Procurement and Acquisition Policy (DPAP) memorandum “Proper Use of Award Fee Contracts and Award Fee Provisions” dated 24 April 2007, to utilize a CPAF type contract, approval must be obtained from the Head of the Contracting Activity (HCA).  The SPAWAR HCA has delegated the approval authority to the Director of Contracts.
FAR 16.401(e)(1)(i-iii) states, in part, that:  “An award-fee contract is suitable for use when—
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 (included in this D&F). 
This procurement meets these applicability standards for a CPAF contract based on the following:
1) The       activities being performed for PMW       include: Integrated Logistics Support (ILS), Configuration Management (CM)/Data Management (DM), Network Management, and Training.  These activities vary in size and scope and in most cases are not specifically defined or are level of effort in nature.  This environment makes it neither feasible nor effective to devise predetermined objective incentive targets applicable to cost, schedule, and technical performance.
2) Operational availability (Ao) and short lead deadlines are key characteristics of the       operations and support environment.  A CPAF contract will provide the Government the flexibility to evaluate contractor performance against these variable requirements while providing motivation for exceptional performance.  For example, one of the predetermined award fee criteria will be the ability for the Contractor to sustain a minimum Ao of .95 to ensure efficient and continuous system operations.  If the Contractor does not sustain this Ao level, then the effort can be assessed as not meeting Ao requirements.  In this case, a CPAF contract would provide the Government a viable path to provide feedback and incentivize improvement in contractor performance if the Contractor does not perform as required under emergent conditions.  
3)  The effort to monitor and evaluate performance on an annual basis is estimated to be $      as detailed in Table 1 below.  The       Services contract fee structure will be set with a 0% base fee and 10% award fee.  Based on an annual Independent Government Estimate (IGE) estimate of $      for labor, this will yield an Award fee pool of $     .  The total annual liability to the Government given a 100% award fee determination is $     , which represents the combination of total possible award fee ($     ) and total annual administration cost ($     ).  The annual fee resulting from a contract assuming fixed fee is set at 8% of the evaluation period’s funded value would be $     . 
Table 1. Estimated Annual cost to administer Award Fee Plan

	Function
	Hours
	Estimated Cost

	SMEs
	     
	 $       

	COR
	     
	 $       

	KO
	     
	 $       

	PEB
	     
	 $       

	Adm/Finance
	     
	 $       

	Total
	     
	 $     


The above analysis indicates a CPAF contract will yield a fee liability of approximately 2% more than a Cost Plus Fixed Fee (CPFF) contract based solely on cost given 100% award fee determination.  Additionally, a CPAF contract provides reduction in the risk to poor performance.  In a CPFF environment, the Contractor is guaranteed 8% fee regardless if additional cost due to poor performance is incurred.  In this proposed CPAF scenario, the Contractor is exposed to a potential reduction of up to 10% fee in the period following poor performance.  In contrast, in the CPFF environment, the Government’s overall exposure to additional cost due to poor performance is high with minimum recourse.  A CPAF contract would enable the Government to mitigate cost overrun’s incurred due to poor performance; up to 10% of the evaluation period’s funded value, resulting in a significantly lower risk to the Government.  This lower risk and less overall cost exposure justifies the additional administrative effort and cost required to evaluate contractor performance on this effort.

4.  The Government will provide adequate surveillance of contractor performance through the Task Order Manager (TOM) and the Case Manager.  Metrics are required and a Quality Assurance Surveillance Plan (QASP) will be used by the Program Office.   This surveillance will give reasonable assurance that efficient methods and effective cost controls are being used.  
5.  It is impracticable to secure services of the kind or quality required without the use of the proposed contract type.  A CPFF contract does not provide adequate motivation for the contractor to address quality problems.  A Cost Plus Incentive Fee (CPIF) contract is not viable due to the level of effort and the variable nature of the work.  A CPAF contract gives the Government the tools needed to insure the Contractor is responsive in addressing quality problems.

DETERMINATION
Based on the above findings, the determination for use of a Cost Plus Award Fee Task Order under Seaport-E is hereby deemed appropriate and in the best interests of the Government based on FAR 16.405-2 applicability standard.
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