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MEMORANDUM FOR DISTRIBUTION 

SUBJECT: 	Department of the Navy (DoN) Process for Collecting, Evaluating, 

and Reporting Award and Incentive Fees Earned 


Department of Defense (DoD) policy requires that award and incentive fees 
be linked to acquisition program objectives and that fees earned are commensurate 
with contractors' performance on contracts. Ongoing audit activity raises concerns 
that defense contractors are receiving award and incentive fees that are not 
consistent with their performance on contracts. In response to Section 814 of the 
National Defense Authorization Act for FY 2007 (Pub.L.I09-364), the Director, 
Defense Procurement and Acquisition Policy established a requirement to collect, 
evaluate and report semiannually on award and incentive fees earned on contracts 
with an estimated values (including options) in excess of $50 million. 
DASN(A&LM) policy memoranda of May 8,2007 and January 22, 2008 
implement these requirements. 

To ensure consistency in the collection, evaluation, and reporting of award 
and incentive fees earned, the Department of the Navy (DoN) shall implement the 
attached process in its entirety for the September 2010 report. The attached DoN 

. process builds on the reporting requirement outlined in the referenced 
DASN(A&LM) policy memoranda. For the March 2010 report, Fee Determining 
Officials, shall evaluate the final fees earned for the reporting period of 1 July 
2009 through 31 December 2009, against the additional sources of information 
described in paragraphs 7.c. and 7.d. of the attached process. If discrepancies 
between fees earned and contractor performance are found, submit a narrative with 
the report that sufficiently addresses any discrepancy found or describes the 
corrective actions taken or planned to mitigate recurrence. 

As stewards of the taxpayers, it is our duty to ensure that fees paid are 
commensurate with contractor performance on contracts regardless of contract 
dollar value. The goal is to ensure that all contractor performance assessments, 
award fee determinations, incentive allocations, and any other performance 
measures are evaluated consistently throughout contract performance. 

Sean J. Stackley 
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