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Environmental Management work to 
be performed, the fee base is to be allo-
cated to the category reflecting the 
work to be performed and the appro-
priate fee schedule utilized. 

(d) The portion of the fee base associ-
ated with the Production, Research 
and Development, or Environmental 
Management work to be performed and 
the associated schedules in this part 
are not intended to reflect the portion 
of the fee base or related compensation 
for unusual architect-engineer, con-
struction services, or special equip-
ment provided by the management and 
operating contractor. Architect-engi-
neer and construction services are nor-
mally covered by special agreements 
based on the policies applying to archi-
tect-engineer or construction con-
tracts. Fees paid for such services shall 
be calculated using the provisions of 48 
CFR 91504–1–5 relating to architect-en-
gineer or construction fees and shall be 
in addition to the operating fees cal-
culated for the Production, Research 
and Development, or Environmental 
Management work to be performed. 
Special equipment purchases shall be 
addressed in accordance with the provi-
sions of 48 CFR 970.1504–1–8 relating to 
special equipment. 

(e) No schedule set forth in 48 CFR 
915.404–4–71–5 or 48 CFR 970.1504–1–6 
shall be used more than once in the de-
termination of the fee amount for an 
annual period, unless prior approval of 
the Procurement Executive, or des-
ignee, is obtained. 

970.1504–1–8 Special equipment pur-
chases. 

(a) Special equipment is sometimes 
procured in conjunction with manage-
ment and operating contracts. When a 
contractor procures special equipment, 
the DOE negotiating official shall de-
termine separate fees for the equip-
ment which shall not exceed the max-
imum fee allowable as established 
using the schedule in 48 CFR 915.404–4– 
71–5(h). 

(b) In determining appropriate fees, 
factors such as complexity of equip-
ment, ratio of procurement trans-
actions to volume of equipment to be 
purchased and completeness of services 
should be considered. Where possible, 
the reasonableness of the fees should be 

checked by their relationship to actual 
costs of comparable procurement serv-
ices. 

(c) For purposes of this subsection, 
special equipment is equipment for 
which the purchase price is of such a 
magnitude compared to the cost of in-
stallation as to distort the amount of 
technical direction and management 
effort required of the contractor. Spe-
cial equipment is of a nature that re-
quires less management attention. 
When a contractor procures special 
equipment, the DOE negotiating offi-
cial shall determine separate fees for 
the equipment using the schedule in 48 
CFR 915.404–4–71–5(h). The determina-
tion of specific items of equipment in 
this category requires application of 
judgment and careful study of the cir-
cumstances involved in each project. 
This category of equipment would gen-
erally include: 

(1) Major items of prefabricated proc-
ess or research equipment; and 

(2) Major items of preassembled 
equipment such as packaged boilers, 
generators, machine tools, and large 
electrical equipment. In some cases, it 
would also include special apparatus or 
devices such as reactor vessels and re-
actor charging machines. 

970.1504–1–9 Special considerations: 
Cost-plus-award-fee. 

(a) When a management and oper-
ating contract is to be awarded on a 
cost-plus-award-fee basis, several spe-
cial considerations are appropriate. 

(b) All annual performance incen-
tives identified under these contracts 
are funded from the annual total avail-
able fee, which consists of a base fee 
amount (which may be zero) and a per-
formance fee amount (which typically 
will consist of an incentive fee compo-
nent for objective performance require-
ments, an award fee component for 
subjective performance requirements, 
or both). 

(c) The annual total available fee for 
the contract shall equal the product of 
the fee(s) that would have been cal-
culated for an annual fixed fee contract 
and the classification factor(s) most 
appropriate for the facility/task. If 
more than one fee schedule is applica-
ble to the contract, the annual total 
available fee shall be the sum of the 
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available fees derived proportionately 
from each fee schedule; consideration 
of significant factors applicable to each 
fee schedule; and application of a Clas-
sification Factor(s) most appropriate 
for the work. 

(d) Classification Factors applied to 
each Facility/Task Category are: 

Facility/task category Classifica-
tion factor 

A ........................................................................ 3.0 
B ........................................................................ 2.5 
C ........................................................................ 2.0 
D ........................................................................ 1.25 

(e) The contracting officer shall se-
lect the Facility/Task Category after 
considering the following: 

(1) Facility/Task Category A. The 
main focus of effort performed is re-
lated to: 

(i) The manufacture, assembly, re-
trieval, disassembly, or disposal of nu-
clear weapons with explosive potential; 

(ii) The physical cleanup, processing, 
handling, or storage of nuclear radio-
active or toxic chemicals with consid-
eration given to the degree the nature 
of the work advances state of the art 
technologies in cleanup, processing or 
storage operations and/or the inherent 
difficulty or risk of the work is signifi-
cantly demanding when compared to 
similar industrial/DOE settings (i.e., 
nuclear energy processing, industrial 
environmental cleanup); 

(iii) Construction of facilities such as 
nuclear reactors, atomic particle accel-
erators, or complex laboratories or in-
dustrial units especially designed for 
handling radioactive materials; 

(iv) Research and development di-
rectly supporting paragraphs (e)(1)(i), 
(ii), or (iii) of this subsection and not 
conducted in a laboratory, or 

(v) As designated by the Procurement 
Executive, or designee. (Classification 
factor 3.0) 

(2) Facility/Task Category B. The 
main focus of effort performed is re-
lated to: 

(i) The safeguarding and maintenance 
of nuclear weapons or nuclear mate-
rial; 

(ii) The manufacture or assembly of 
nuclear components; 

(iii) The physical cleanup, proc-
essing, handling, or storage of nuclear 
radioactive or toxic chemicals, or 

other substances which pose a signifi-
cant threat to the environment or the 
health and safety of workers or the 
public, if the nature of the work uses 
state of the art technologies or applica-
tions in such operations and/or the in-
herent difficulty or risk of the work is 
more demanding than that found in 
similar industrial/DOE settings (i.e., 
nuclear energy, chemical or petroleum 
processing, industrial environmental 
cleanup); 

(iv) The detailed planning necessary 
for the assembly/disassembly of nu-
clear weapons/components; 

(v) Construction of facilities involv-
ing operations requiring a high degree 
of design layout or process control; 

(vi) Research and development di-
rectly supporting paragraphs (e)(2)(i), 
(ii), (iii), (iv) or (v) of this subsection 
and not conducted in a laboratory; or 

(vii) As designated by the Procure-
ment Executive, or designee. (Classi-
fication factor 2.5) 

(3) Facility/Task Category C. The 
main focus of effort performed is re-
lated to: 

(i) The physical cleanup, processing, 
or storage of nuclear radioactive or 
toxic chemicals if the nature of the 
work uses routine technologies in 
cleanup, processing or storage oper-
ations and/or the inherent difficulty or 
risk of the work is similar to that 
found in similar industrial/DOE set-
tings (i.e., nuclear energy, chemical 
processing, industrial environmental 
cleanup); 

(ii) Plant and facility maintenance; 
(iii) Plant and facility security 

(other than the safeguarding of nuclear 
weapons and material); 

(iv) Construction of facilities involv-
ing operations requiring normal proc-
esses and operations; general or admin-
istrative service buildings; or routine 
infrastructure requirements; 

(v) Research and development di-
rectly supporting paragraphs (e)(3)(i), 
(ii), (iii) or (iv) of this subsection and 
not conducted in a laboratory; or 

(vi) As designated by the Procure-
ment Executive, or designee. (Classi-
fication factor 2.0) 

(4) Facility/Task Category D. The 
main focus of the effort performed is 
research and development conducted at 
a laboratory. (Classification factor 1.25) 
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(f) Where the Procurement Execu-
tive, or designee, has approved a base 
fee, the Classification Factors shall be 
reduced, as approved by the Procure-
ment Executive, or designee. 

(g) Any risks which are indemnified 
by the Government (for example, by 
the Price-Anderson Act) will not be 
considered as risk to the contractor. 

(h) All management and operating 
contracts awarded on a cost-plus- 
award-fee basis shall set forth in the 
contract, or the Performance Evalua-
tion and Measurement Plan(s) required 
by the contract clause at 48 CFR 
970.5215–1, Total Available Fee: Base 
Fee Amount and Performance Fee 
Amount, a site specific method of rat-
ing the contractor’s performance of the 
contract requirements and a method of 
fee determination tied to the method 
of rating. 

(i) Prior approval of the Procurement 
Executive, or designee, is required for 
an annual total available fee amount 
exceeding the guidelines in paragraph 
(c) of this subsection. 

(j) DOE Operations/Field Office Man-
agers must ensure that all important 
areas of contract performance are spec-
ified in the contract or Performance 
Evaluation and Measurement Plan(s), 
even if such areas are not assigned spe-
cific weights or percentages of avail-
able fee. 

970.1504–1–10 Special considerations: 
Fee limitations. 

In situations where the objective per-
formance incentives are of unusual dif-
ficulty or where the successful comple-
tion of the performance incentives 
would provide extraordinary value to 
the Government, fees in excess of those 
allowed under 48 CFR 970.1504–1–5 and 
48 CFR 970.1504–1–9 may be allowed 
with the approval of the Procurement 
Executive, or designee. Requests to 
allow fees in excess of those provided 
under other provisions of this fee pol-
icy must be accompanied by a written 
justification with detailed supporting 
rationale as to how the specific cir-
cumstances satisfy the two criteria 
listed in this subsection. 

970.1504–1–11 Documentation. 
The contracting officer shall tailor 

the documentation of the determina-

tion of fee prenegotiation objective 
based on 48 CFR 15.406–1, 
Prenegotiation objectives, and the de-
termination of the negotiated fee in ac-
cordance with 48 CFR 15.406–3, Docu-
menting the negotiation. The con-
tracting officer shall include as part of 
the documentation: the rationale for 
the allocation of cost and the assign-
ment of Facility/Task Categories; a 
discussion of the calculations described 
in 48 CFR 970.1504–1–5; and discussion of 
any other relevant provision of this 
subsection. 

970.1504–2 Price negotiation. 
(a) Management and operating con-

tract prices (fee) and DOE obligations 
to support contract performance shall 
be governed by: 

(1) The level of activity authorized 
and the amount of funds appropriated 
for DOE approved programs by specific 
program legislation; 

(2) Congressional budget and report-
ing limitations; 

(3) The amount of funds apportioned 
to DOE; 

(4) The amount of obligational au-
thority allotted to program officials 
and Approved Funding Program limita-
tions; and 

(5) The amount of funds actually 
available to the DOE operating activ-
ity as determined in accordance with 
applicable financial regulations and di-
rectives. 

(b) Funds shall be obligated and made 
available by contract provision or 
modification after the funds become 
available for obligation for payment to 
support performance of DOE approved 
projects, tasks, work authorizations, or 
services. 

(c) Contractor expenditures shall be 
limited to the overall amount of funds 
available and obligated on the con-
tract. As prescribed at 48 CFR 
970.3270(b), the clause at 48 CFR 
970.5232–4, Obligation of Funds, is used 
for this purpose. 

970.1504–3 Documentation. 

970.1504–3–1 Cost or pricing data. 
(a) The certification requirements of 

48 CFR 15.406–2 are not applied to DOE 
cost-reimbursement management and 
operating contracts. 
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