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Incentive Fee Plan

1.  INTRODUCTION
This Incentive Fee Plan reflects the arrangements between the Government and the Contractor regarding incentive fees available under the contract.  It explains the applicability and operation of incentive fee clauses contained elsewhere in the contract.  This contract does not contain any fixed fees or award fees.  No provisional payments for fee shall be made.  All payments are final.

2.  BACKGROUND

This contract is a cost-plus-incentive-fee (CPIF) contract for Supplier Assurance Services in support of NASA’s Field Centers.  Under the contract there are incentive fees for task orders and contract-level requirements.  The negotiated target fee for each task order comprises the incentive fee pool available relative to specific task order performance.  The sum of all the negotiated maximum fees for task orders comprises the incentive fee pool available relative to contract-level performance.  Note that the maximum fee value is separate and distinct from the target fee value negotiated for task orders.  Performance for all task orders completed during each specific evaluation period along with the performance of contract-level requirements shall be evaluated every 3 months to determine the actual earned incentive fee for that period against the negotiated target and maximum fee values for each task order. The operation of these incentives is detailed herein. 

3.  TASK ORDER INCENTIVE FEE

This plan provides for a task order incentive fee pool and is separated into the following components:

Cost Performance
30%

Schedule Performance
30%

Technical Performance
40%

Total Task Order Incentive Fee Pool
100%

The Task Order Incentive Fee is comprised of the three components listed above and shall be earned in three-month increments beginning from contract award.  Every task order shall have a target cost, target fee, and maximum fee established.  Upon completion, each task order shall be evaluated based on cost, schedule, and technical performance to calculate the earned incentive fee based on the negotiated target fee value identified on each task order. 

The three incentive fee pools are discussed individually in the following sections.

A.  Cost Performance

The cost component for determining the earned incentive fee, relative to each task order, shall be 30% of the total available target fee relative to each task order.  Cost performance shall be rated on a 0, 1 rating scale.

If the Contractor’s actual cost for the task order, based on the reported actual costs incurred in Data Requirements Description (DRD) #6 “Monthly Task Order Report,” is less than or equal to the target cost for that task order, the Contractor earns a rating of 1 and receives the entire target fee available. 

If the Contractor’s actual cost during for the task order is greater than the target cost for that task order, the Contractor receives a rating of 0 and receives none of the target fee available. 

Payment of cost performance incentive fees is final.  No further adjustments shall be made.  If the Contractor and the Government fail to agree on the determination of total actual cost for task orders during a three-month period, the Contracting Officer may unilaterally determine final cost performance incentive fee for that period. 

B.  Schedule Performance

The schedule component for determining the earned incentive fee, relative to each task order, shall be 30% of the total available target fee relative to each task order.  Schedule metrics shall be based on the following:  (1) timely delivery of the task plan in response to services required for a pending task order, (2) the Contractor’s ability to provide the services indicated on issued task orders within the delivery schedule of the task order, and (3) the timely submission of DRD #7 “Individual Task Order Report” to the required addressees.  These metrics shall be rated on a 0, 1 rating scale.  

A rating of 1 shall be earned for each of the metrics that was successfully met.  A rating of 0 shall be earned for each metric that has not been successfully met.

Below is an example of a task order schedule performance rating for four task orders completed during an evaluation period.  

Task Order No.
Timely

Task Plan
Timely Services
Timely DRD #7
Total Metrics Earned
Percent Earned of Available Fee Pool

1
1
1
1
3/3
100%

2
1
1
0
2/3
67%

3
0
1
1
2/3
67%

4
0
1
0
1/3
33%

Note that rating percentages shall be rounded to the nearest whole number, i.e., 33.3% is rounded to 33% and 66.5% is rounded to 67%.

Payment of schedule performance incentive fees is final.  No further adjustments shall be made.  If the Contractor and the Government fail to agree on the determination of schedule performance for task orders during a three-month period, the Contracting Officer may unilaterally determine final schedule performance incentive fee for that period. 

C.  Technical Performance

Each issued task order shall have performance metrics associated with the services identified in the task order.  The technical performance component for determining the earned incentive fee, relative to each task order, shall be 40% of the total available target fee relative to each task order.  Each established metric will be rated on 0, 1 rating scale.  Meeting a technical performance metric results in a 1 rating and failing to meet a technical performance metric results in a 0 rating.

Five examples of task orders with metrics to be used are, but are not limited to, identified in the table below and on the next page. Note that rating percentages shall be rounded to the nearest whole number.

Task Order
Metrics Earned


Total 

Metrics Earned


Percent Earned of Available Fee Pool

TO # 1 - Final Inspection of 10 PWBs prior to conformal coating.

1/2
50%

    Provide results of inspections of each board.

0



    Provide summary results of all inspections.

1








TO # 2 - Assist in failure analysis of component.

3/3
100%

    Provide recommendation on probable cause.

1



    Provide recommended short term and long term 

    corrective/preventative corrective action.
1



    Recommend disposition of product.

1








TO # 3 - Perform manufacturing review of mechanical system.

3/3
100%

    Review existing methods and recommend 

    improvements.
1



    Identify potential metrics.
1



    Provide capability assessment of manufacturing          

    process.
1



Task Order
Metrics Earned


Total 

Metrics Earned


Percent Earned of Available Fee Pool

TO # 4 - Participate in design review of instrument.

3/4
75%

    Provide assessment of produceability.
1



    Provide assessment of inspectability.
0



    Provide recommendations for potential enhancements.
1



    Provide recommendations for technology 

    improvements.
1








TO # 5 - Evaluate repair method for populated PWBs.

2/2
100%

    Provide assessment of proposed repair.
1



    Provide suggestions for repair improvements.
1



If the Contractor and the Government fail to agree on the technical performance incentive fee, the Contracting Officer may unilaterally determine the final technical performance incentive fee.

4.  CONTRACT-LEVEL INCENTIVE FEE 

This plan provides for a contract-level incentive fee pool that consists of the sum of maximum fees negotiated for each task order completed during the evaluation period.  The maximum fee established on task orders is separate and distinct from the negotiated target fees on task orders.  The fee pool is separated into the following components:

Cost Performance
30%

Schedule Performance
30%

Technical Performance
40%

Total Contract-Level Incentive Fee Pool
100%

The three incentive fee pools are discussed individually in the following sections.

A. Cost Performance
Each period the Contractor may earn incentive fee for contract-level cost performance.  Each period the contract-level cost performance incentive fee pool shall consist of 30% of the sum of the maximum fees negotiated for all the task orders completed during the evaluation period.

If the Contractor’s actual cost during the evaluation period, based on the reported actual costs incurred on DRD #6 “Monthly Task Order Report” for the months covering the incentive fee period, is less than or equal to the cumulative target cost for all task orders completed for that period, a rating of 1 is earned and the Contractor receives all of the fee available. 

If the Contractor’s actual cost during the evaluation period is greater than the cumulative target cost for all task orders completed for that period, a rating of 0 is earned and the Contractor receives none of the fee available. 

Payment of cost performance incentive fees is final.  No further adjustments shall be made.  If the Contractor and the Government fail to agree on the determination of total actual cost for contract-level requirements during a three-month period, the Contracting Officer may unilaterally determine final cost performance incentive fee for that period. 

B.  Schedule Performance

Each period the Contractor may earn incentive fee for contract-level schedule performance.  Each period the contract-level schedule performance incentive fee pool shall consist of 30% of the sum of the maximum fees negotiated for all the task orders completed during the evaluation period.

Contract-level schedule performance is based on the Contractor’s ability to provide the Government all of the Reports of Work/Data Requirements Descriptions (DRDs) and 533 reports that are required within each evaluation period.  The evaluation shall be based on a 0, 1 rating.  A rating of 0 shall be earned for each report that is not delivered on time.  A rating of 1 shall be earned for each report that is received on time.  The table below provides an example of an evaluation of schedule performance for contract-level requirements.

Reporting Requirements
Month 1
Month 2
Month 3
Total Metrics Earned

DRD #1 - Monthly Activity Report
1
1
0
2/3

DRD #2 - Monthly Supplier Assessment Report
1
1
1
3/3

DRD #3 - Quarterly Evaluation of Supplier Management Systems
N/A
N/A
1
1/1

DRD #5 - Site Plan
N/A
2/3
1/1
3/4

DRD #6 - Monthly Task Order Report
1
0
1
2/3

Monthly 533 Report
0
1
1
2/3

Quarterly 533 Report
N/A
N/A
1
1/1

Percent Earned of Available Fee Pool
14/18 = 78%

Note that rating percentages shall be rounded to the nearest whole number

Payment of contract-level schedule performance incentive fees is final.  No further adjustments shall be made.  If the Contractor and the Government fail to agree on the determination of schedule performance during a three-month period, the Contracting Officer may unilaterally determine final contract-level schedule performance incentive fee for that period.  

C.  Technical Performance 

Each period the Contractor may earn incentive fee for contract-level technical performance.  Each period the contract-level technical performance incentive fee pool shall consist of 40% of the sum of the maximum fees negotiated for all the task orders completed during the evaluation period.

The performance evaluation shall be based on a 0, 1 rating.  A rating of 0 shall be earned for each identified performance metric that is not met.  A rating of 1 shall be earned for each performance metric that is met.

Contract-level technical performance is based on (1) the quality of the reports submitted in accordance with the contract requirements, i.e., no inaccurate or inadequate information presented in reports and (2) responsiveness to issues that arise during contract performance. For item 2, the metrics may be updated to address performance areas specific for that evaluation period.  Any change in metrics would be discussed with the Contractor prior to implementation.

Technical Performance Metric
Rating

Metrics for Quality of Reports 


DRD #1 - Monthly Activity Report
0/3

DRD #2 - Monthly Supplier Assessment Report
3/3

DRD #3 - Quarterly Evaluation of Supplier Management Systems
1/1

DRD #5 - Site Plan
2/2

DRD #6 - Monthly Task Order Report
2/3

Monthly 533 Report
3/3

Quarterly 533 Report
1/1




Issues


No Failure Reporting for TO # 5 completed during this evaluation period.
0/1

No Failure Reporting for TO # 16 completed during this evaluation period.
0/1

Failure to address problem of providing results of inspections of each PWB board on TO from last evaluation and current evaluation.
0/1







Total Metrics Earned
12/20

Percent Earned of Available Fee Pool
60%

Note that rating percentages shall be rounded to the nearest whole number.

Payment of contract-level technical performance incentive fees is final.  No further adjustments shall be made.  If the Contractor and the Government fail to agree on the determination of technical performance during a three-month period, the Contracting Officer may unilaterally determine final overall contract-level technical performance incentive fee
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