Weighted Guidelines and Performance-Based Payments
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Final Rule

SUBPART 215.4—CONTRACT PRICING

* * * * *

215.404-71-3  Contract type risk and working capital adjustment.

* * * * *



   (c)  Values:  Normal and designated ranges.

	
	
	Normal
	Designated

	Contract Type
	Notes
	Value

[(percent)]
	Range

[(percent)]

	Firm-fixed-price, no financing


	(1)
	5%
	4% to 6%[.]

	[Firm-fixed-price, with performance-based payments]
	[(6)]
	[4]
	[2.5 to 5.5.]



	Firm-fixed-price, with financing
[progress payments]


	(2)
	3%
	2% to 4%[.]

	Fixed-price-incentive, no financing


	(1)
	3%
	2% to 4%[.]

	[Fixed-price incentive, with

performance-based payments]
	[(6)]
	[2]
	[0.5 to 3.5.]



	Fixed-price with redeterminable[tion] provision


	(3)
	
	

	Fixed-price-incentive, with financing [progress payments]
	(2)
	1%
	0% to 2%[.]

	
	
	
	

	Cost-plus-incentive-fee


	(4)
	1%
	0% to 2%[.]

	Cost-plus-fixed-fee

Time-and-materials contracts (including overhaul contracts priced on time-and-materials basis)
	(4)
	      .5%
	0% to 1%[.]

	
	(5)
	     .5%
	0% to 1%[.]

	
	
	
	

	Labor-hour contracts
	(5)
	     .5%
	0% to 1%[.]

	
	
	
	

	Firm-fixed-price[,]-level-of-effort-term
	(5)
	     .5%
	0% to 1%[.]




(1)  “No financing” means [either] that the contract either does not provide progress payments [or performance-based payments], or [that the contract] provides them only on a limited basis, such as financing of first articles.  Do not compute a working capital adjustment.



(2)  “With financing” means progress payments.  When [the contract contains provisions for] progress payments are present, compute a working capital adjustment (Block 26).



(3)  For the purposes of assigning profit values, treat a fixed-price contract with redeterminable[tion] provisions as if it were a fixed-price-incentive contract with below normal conditions.

* * * * *



[(6)  When the contract contains provisions for performance-based payments, do not compute a working capital adjustment.]


(d)  Evaluation criteria.



(1)  General.  The contracting officer should consider elements that affect contract type risk such as—




(i)  Length of contract;




(ii)  Adequacy of cost data for projections;




(iii)  Economic environment;




(iv)  Nature and extent of subcontracted activity;




(v)  Protection provided to the contractor under contract provisions (e.g., economic price adjustment clauses);




(vi)  The ceilings and share lines contained in incentive provisions; and



(vii)  Risks associated with contracts for foreign military sales (FMS) that are not funded by U.S. appropriations.[; and




(viii)  When the contract contains provisions for performance-based payments—





(A)  The frequency of payments;





(B)  The total amount of payments compared to the maximum allowable amount specified at FAR 32.1004(b)(2); and





(C)  The risk of the payment schedule to the contractor.]



(2)  * * *



(3)  Above normal conditions.  The contracting officer may assign a higher than normal value when there is substantial contract type risk.  Indicators of this are—




(i)  Efforts where there is minimal cost history;




(ii)  Long-term contracts without provisions protecting the contractor, particularly when there is considerable economic uncertainty;




(iii)  Incentive provisions (e.g., cost and performance incentives) that place a high degree of risk on the contractor; or



(iv)  FMS sales (other than those under DoD cooperative logistics support arrangements or those made from U.S. Government inventories or stocks) where the contractor can demonstrate that there are substantial risks above those normally present in DoD contracts for similar items.[; or




(v)  An aggressive performance-based payment schedule that increases risk.]


(4)  Below normal conditions.  The contracting officer may assign a lower than normal value when the contract type risk is low.  Indicators of this are—




(i)  Very mature product line with extensive cost history;




(ii)  Relatively short-term contracts;




(iii)  Contractual provisions that substantially reduce the contractor's risk; or



(iv)  Incentive provisions that place a low degree of risk on the contractor.[; 




(v)  Performance-based payments totaling the maximum allowable amount(s) specified at FAR 32.1004(b)(2); or




(vi)  A performance-based payment schedule that is routine with minimal risk.]

(e)  Costs financed.



(1)  * * *



(2)  * * * 



(3)  The portion financed by [that] the contractor [finances] is generally the portion not covered by progress payments, i.e., 100 percent minus the customary progress payment rate (see FAR 32.501).  For example, if a contractor receives progress payments at 75 percent, the portion financed by [that] the contractor [finances] is 25 percent.  On contracts that provide flexible progress payments (see 252.232-7003) or progress payments to small businesses, use the customary progress payment rate for large businesses.

* * * * *
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