









2002-PK-004
MEMORANDUM FOR SEE DISTRIBUTION



18 Jun 02
FROM:  HQ AFMC/PK


  4375 Chidlaw Road, Room S208 


  Wright-Patterson AFB OH  45433-5006

SUBJECT:  Interim Award Fee Payments
1.  The purpose of this memorandum is to establish AFMC policy for interim award fee payments.  Interim award fee payments allow the contractor to bill periodically for a percentage of available award fee during each evaluation period.  The purpose of interim award fee payments is to improve contractor cash flow, foster a healthy relationship between the government and the contractor and further the benefits of the award fee incentive.
2.  Interim award fee payments may be authorized only after an assessment of contractor performance has been accomplished and a determination has been made by the FDO that contractor performance warrants payment of the interim award fee amount.  At the end of the evaluation period, the formal award fee evaluation process is conducted and the FDO determines the earned award fee amount for that period.  Based on the FDO determination, the difference between the interim payment and the FDO’s final determination is authorized for payment to the contractor.  In instances where the sum of interim payments for a particular evaluation period is greater than the FDO’s final determination for that period, the contractor shall be required to liquidate the debt as prescribed in FAR 32.6, Contract Debts.
3.  Contracting officers should use interim award fee payments judiciously with consideration given to any unusual cash flow concerns, the length of the evaluation period and only in CPAF contracts with zero base fee.  Contractor requests for interim award fee payments should provide rationale supporting the need to improve cash flow and the expected benefits to the specific acquisition.  The contracting officer’s determination authorizing the use of interim award fee payments for a contract shall be maintained in the contract file.  The determination should address:

     a.   The feasibility of reducing the length of evaluation periods versus the use of interim award fee payments;

     b.   The benefits derived by providing the contractor improved cash flow; and

     c.   Other factors that make utilization of interim award fee payments in the government’s best interest.

4.  CPAF contracts authorizing use of interim award fee payments shall include the following elements:

     a.   Maximum percentage of available award fee that will be paid on an interim basis.  This amount shall not exceed 80 percent of the fee allocated to the current period or the amount anticipated to be awarded based on prior history, whichever is less;

     b.   Frequency of payments;

     c.   Method of recovery of excess award fee paid; and

     d.   Provide the government with the unilateral right to reduce or suspend interim award fee payments based on the FDO’s determination the contractor is not performing at a level commensurate with the interim rate.    

5.  Questions concerning this memorandum may be addressed to Major Sharon Orlando at 

DSN 787-6863, Commercial (937) 257-6863, or email Sharon.Orlando@wpafb.af.mil.








/s/







JEFFREY P. PARSONS








Colonel, USAF








Director of Contracting
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