AETC GUIDE FOR Performance Price Trade-off (PPT) 
SOURCE SELECTIONS

What are the Ground Rules?

1.  Performance Price Trade-offs permit award of a contract through a trade-off between price and performance.  It is defined in AFFARS 5315.101-1(a).  There is only one paragraph of guidance here.  To summarize:


a.  Offers must be technically acceptable.

b.  Price and performance may be the only discriminators.


c.  PPT may include a go-no go evaluation of technical acceptability.


d.  A technical evaluation may not be necessary if the specifications are definitive.


e.  Trade-off is not based on technical merit, as it is in a Basic or Median source selection.


f.  Trade-off is based on a comparative assessment of past performance information and price/cost.


g.  The Contracting Officer (CO) is the source selection authority (SSA).

2.  Since PPT is a trade-off, we can rely on other guidance in the FAR and AFFARS.  Ground rules to remember are:


a.  The solicitation must contain all evaluation factors and significant subfactors and their importance.


b.  The solicitation must state relative importance of non-price evaluation factors to price/cost-significantly more important, approximately equal or significantly less important.


c.  The perceived benefits of a higher priced proposal with a better performance confidence assessment rating must merit the additional cost in order to be selected for award.


d.  The trade-off rationale must be documented in the file.

When is PPT a Good Idea?

3.  AETC recommends using PPT when you do not want to risk award to a poor performer and there are likely to be few technical differences among the offerors.  If technical merit is important to your customer, you may use basic or median source selection procedures.  If there is a history of competition among several proven performers, you may use Low Price Technically Acceptable (LPTA) procedures.

Two Approaches

4.  There are two basic PPT best value approaches.  The simplest of these methods is PPT without technical factors.  Typically the quickest to execute, this approach does not require a list of evaluation factors.  The performance assessment, and subsequent risk rating, is based on the results of tailored surveys sent to customers identified by the respective offerors and other sources of information available to the contracting officer. 

5.  The second approach includes technical evaluation factors that must be considered to ensure the offeror can satisfy certain minimum requirements.  These factors are evaluated on an acceptable/unacceptable basis.  As with the first approach, the performance assessment is based on survey results and other information accessible to the contracting officer.  If your customer wants to evaluate technical proposals, it is just as easy to use Basic source selection.  The advantage is that proposals can be evaluated based on technical excellence instead of merely acceptability.  Note: Read paragraph 2 again. 

6.  PPT without Technical Factors:  If the solicitation clearly identifies the performance outcome objectives and there are no mandated performance requirements (e.g., employee certifications, license requirements, etc.), there is no need for supplemental information.  Every offeror who promises to comply with the terms and conditions in the solicitation has offered something of equal value and is acceptable.  Any offeror who doesn’t is unacceptable.

7.  PPT with Technical Factors:  Technical evaluation factors used in a PPT should be simple, easy to identify and evaluate, and be well suited to the use of a checklist to affirm compliance.  The checklist should be structured to yield a technical rating of go/no go, pass/fail or similar assessment.

Evaluation Steps

8.  AETC recommends ranking the acceptable offers by price, then performing the technical evaluation beginning with the lowest price offer.  The next step is to evaluate past performance.  When a large number of proposals are received, you may perform a limited assessment of past performance.  This process will permit a more efficient evaluation of PPT acquisitions.  You may base your initial assessment of all offerors’ past performance on the information provided in the past performance survey/questionnaire.

9.  If discussions are not conducted, you may verify past performance information for the most highly rated proposals and make a best value decision/trade-off based on all criteria.  If discussions are necessary, you may verify past performance information for those most highly rated proposals and make a competitive range determination.

10.  The number of proposals selected and surveyed will depend on the total number and quality of proposals received.  The contracting officer must use discretion at this juncture to ensure there is adequate competition before limiting the number of proposals carried to the next level of evaluation.  It is OK to limit the references surveyed to those that are most relevant to your requirement.  Also, case law supports contacting less than 100% of an offeror’s references.

11.  We want to emphasize the importance of relevancy when evaluating offerors’ references.  The Request For Proposal (RFP) must define relevancy so offerors can select the best references to submit.  For example, on a full food service contract, you could state that full food service contracts are most relevant and mess attendant contracts are less relevant.  An example for a contract that combines several service areas like Base Operating Services could be more general.  Here is a Section M provision used by the AETC CONS:

In evaluating past performance, the Government will consider the relevancy, recency and extent of the past performance, and the size and complexity of the past performance relative to this solicitation’s requirements.  The Government will also consider the offeror’s past performance record with regard to quality; timeliness; performance results; business relations, customer satisfaction; contract type; contract environment; efforts to reduce costs; strategic planning; changeover; management of key personnel, subcontract management; proposed key personnel subcontract management; proposed key personnel; subcontracting to small businesses, small disadvantaged businesses, woman-owned small businesses, HUBZone small businesses and veteran-owned and service-disabled veteran-owned and controlled small business concerns as well as past performance in complying with the requirements of clauses FAR 52.219-8, Utilization of Small Business Concerns, and 52.219-9, Small Business Subcontracting Plan.

For PPT, you may not want to include contract type, contract environment, efforts to reduce costs and strategic planning.  Additionally, subcontracting would only apply to large businesses.
12.  It is OK to downgrade an offeror’s confidence level when his references are not relevant to the contract you are awarding.  Rather than assign a neutral rating when an offer contains past performance that is somewhat relevant, AETC recommends you consider the ratings on the contracts submitted.  For example, if the past performance surveys support an exceptional rating on somewhat relevant contracts, the overall confidence rating could be very good or satisfactory based on relevancy.  Of course, there may be situations where a neutral rating is your only choice.

Helpful Hints

13.  The past performance questionnaire should be part of the solicitation since the questions in the survey are likely to influence what references the offeror submits.  You can require the offeror to send the survey to the references he cites in his proposal or you can send the surveys to the references.  If you ask the offeror to send the survey, you should require the raters to send the completed surveys to you, not to the offeror.   Telephone interviews and email are acceptable methods of obtaining information.  You can use Contract Performance Assessment Report System/Past Performance Assessment Information System information as well.

14.  If you are requesting a large number of past performance references and expect a large number of proposals, it is OK to request submission of the past performance portion of the proposal early in the process.  If you do this, we recommend you make submission subject to the late proposals provision of FAR 52.215-1, Instructions to Offerors-Competitive Acquisition.  You should include a notice in the RFP that paragraph (c)(3), “Submission, modification, revision and withdrawal of proposals,” applies to the past performance volume and set a separate date/time of receipt.  If the offerors must request the surveys from their references, the late proposals provision applies to the list of references, not the completed surveys.  Also, be sure to allow sufficient time for receipt of past performance proposals.  FAR 5.203(c) calls for at least a 30-day response time but if you are asking for a large number of references and/or requiring the offeror to send surveys to his references, a 60-day response time may be more reasonable. 

15.  There is an example of a customer survey in the DoD Guide to the Use and Collection of Past Performance Information.  AETC recommends tailoring your survey to fit the requirement and the technical factors, if used.  If the technical factors focus on discriminators that apply to a specific service, like food service or grounds maintenance, then you should add some specific questions that will measure past performance in those areas.

16.  When rating proposals, use AFFARS 5315.305(a)(2) confidence levels.  Do not use mathematical averaging to assign a past performance risk assessment.

17.  It is a good idea to check General Accounting Office (GAO) protest decisions when you have a question about how to evaluate past performance.  We have attached a review of relevant case law with hot links to the actual cases (Atch 3).
Making the Award Decision

18.  Price or cost evaluation (See AFFARS 5315.305(a)(ii)) is normally limited to an assessment of reasonableness and in certain cases, realism (see FAR 15.404-1(d)).  When practicable, use price analysis in lieu of cost analysis.  Remember, we must get AF approval to request cost or pricing information on competitive firm fixed price contracts (A-76 studies are exempt).  If the offers are not clustered in a tight grouping, use the Government estimate to determine reasonableness and realism.  AETC requires the contracting officer to document the evaluation in a Price Competition Memo (PCM).  If, after the initial evaluation of offers, the lowest priced technically compliant offeror is judged to have a performance risk rating of "exceptional," that offeror represents the best value the Government and the contracting officer will award the contract to that offeror.  (See Saratoga Medical Center, Inc., B-281350, January 27, 1999)  

CAUTION:  The language in sample Section M, paragraph (g)(1) could limit your flexibility.  It is more prudent to either evaluate the price and past performance information of all offerors or a reasonable number of the low price offerors, generally four or five.  Contact your partner in LGCQ for advice.

19. The Government reserves the right to award a contract to other than the offeror with the lowest evaluated price if the lowest priced offeror is judged to have a confidence level that is less than exceptional.  In such cases, the contracting officer must decide whether the past performance advantage of a particular offeror is worth the difference in price.  If the answer is yes, the contracting officer must make an integrated assessment documenting the merits and value of the trade-off in price and that the price is fair and reasonable.  AETC requires the contracting officer to prepare a written assessment that includes a comparative assessment and justification for the trade-off decision.  Use the format in Air Force Logistics Management Agency (AFLMA) Source Selection Decision Document (SSDD) Guide and Template, August 2000, found at http://www.il.hq.af.mil/aflma/lgc/lgccomplete.html.  You should seek legal assistance and advice throughout the acquisition and contracting process.  

20.  When a small business submits a proposal and is not selected, the Contracting Officer must request a Certificate of Competency (COC) in certain situations:


a.  PPT without technical factors:  If past performance is rated satisfactory or higher and the proposal is rejected on the basis that prices are unrealistically low, a COC is required. 


b.  PPT with technical factors:  If a small business proposal is technically acceptable and its past performance is equal to or better than other offerors, a COC is required when the proposal is rejected on the basis that prices are unrealistically low.

A COC is not required when a small business proposal is rejected on the basis of a trade-off between past performance and price.

21.  Attached is an AETC sample Section M solicitation language for firm fixed priced contracts (Atch 2).

22.  Feel free to contact your LGCQ partner when you are developing your PPT strategy. He/she can help with the questionnaire and Section M language.  Also, before you request clearance, you may call us during the evaluation stage.

Prepared by Georganne Roberts, 1 May 2002
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Basis for Award

(a) This is a competitive best value acquisition utilizing Performance Price Trade-off (PPT).  For proposals determined technically acceptable, a tradeoff between price and past performance will be conducted with past performance being significantly more important, approximately equal  or significantly less important than price considerations.

(b) An offeror will be determined technically acceptable if no exception is taken to the specifications and requirements of the RFP.  The offeror shall submit a statement to that effect.  Other than the necessity for this statement in writing, no written technical proposal is required.  Omission of this statement will result in a determination of technical unacceptability.

(c) Offerors shall propose on all items.  Any offer that fails to cite a price for each item or fails to make an entry that indicates service will be provided at no charge will be rejected as non-conforming to this solicitation.  

(d) Only firm fixed price offers will be evaluated.  An offer using a sliding price scale or subject to escalation based on any contingency will not be accepted.

(e) The application of Performance/Price Trade-off procedures in the contract award selection and approval process is as follows:

(1) All technically acceptable offers will be ranked by evaluated price.

(2) Then, all technically acceptable offers will receive a performance confidence 

assessment rating of exceptional, very good, satisfactory, neutral, marginal or

unsatisfactory.  The rating may be determined initially or as a result of discussions.  The ratings are defined as:


Exceptional/High Confidence:  Based on the offeror's performance record, essentially no doubt exists that the offeror will successfully perform the required effort.


Very Good/Significant Confidence:  Based on the offeror’s performance record, little doubt exists that the offeror will successfully perform the required effort.


Satisfactory/Confidence:  Based on the offeror’s performance record, some doubt exists that the offeror will successfully perform the required effort.


Neutral/Unknown Confidence:  No performance record identifiable (see FAR 15.305(a)(2)(iii))

Marginal/Little Confidence:  Based on the offeror’s performance record, substantial doubt exists that the offeror will successfully perform the required effort.

Changes to the offeror’s existing processes may be necessary in order to achieve contract requirements.


Unsatisfactory/No Confidence:  Based on the offeror’s performance record, extreme doubt exists that the offeror will successfully perform the required effort.

(3)  A trade-off process is then conducted in accordance with paragraph 1.  The lowest price may not necessarily receive the award; likewise, the highest past performance rating may not necessarily receive the award.

(f)  Performance Confidence Assessment:

(1)  The Government will conduct an assessment of performance confidence based on the offeror's recent and relevant performance.  In assessing performance confidence, the evaluator will (1) seek present and past performance information through the use of questionnaires and (2) use data independently obtained from other Government and commercial sources.


(2) The purpose of the assessment is to identify and review relevant present and past performance and then make an overall confidence assessment of the offeror's ability to perform this effort.  The assessment process will result in an overall confidence rating of exceptional/high confidence, very good/significant confidence, satisfactory/confidence, neutral/unknown confidence, marginal/little confidence, or unsatisfactory/no confidence.  An offeror with no relevant past performance history may receive a rating of neutral.  However, a higher than neutral rating may be achieved if the offeror proposes management personnel who have a successful record of performance on relevant contracts or if a proposed subcontractor who will be performing a significant portion of the work has a successful performance history on relevant contracts.  The confidence assessment represents the Government evaluation team's judgment of the probability of an offeror successfully accomplishing the proposed effort based on the offeror's demonstrated present and past performance.


(3) Offerors will be given an opportunity to address adverse past performance information if the offeror has not had a previous opportunity to review the rating.

Recent contracts will be examined to ensure that corrective measures have been implemented.  The confidence risk assessment will consider the number and severity of the problems, the appropriateness and/or effectiveness of any corrective actions taken (not just planned or promised) and the offeror’s overall work record.  Prompt corrective action in isolated instances may not outweigh overall negative trends.

(g) Past performance evaluation will be conducted using one of the following procedures:


(1) If discussions will not be conducted, past performance will be evaluated on the lowest priced technically acceptable offer.  If that lowest priced offeror is judged to have exceptional performance risk rating, that offer represents the best value to the government and the evaluation process stops at this point.  Award will be made to that offeror.  If the lowest priced technically acceptable offer is not rated exceptional, then all offers will be evaluated and rated for performance risk.  In that event, the contracting officer will make an integrated assessment best value award decision.  The Government reserves the right to award to other than the lowest price offer if that lowest priced offeror is judged to have a performance risk rating of “very good” or lower.


(2) If discussions will be conducted, all offers will be evaluated and rated for performance risk.  The contracting officer will then make an integrated assessment best value award decision.  The Government reserves the right to award to other than the lowest price offer if that lowest priced offeror is judged to have a performance risk rating of “very good” or lower.

(h) Price:

Each offeror's proposed price will be evaluated for reasonableness and realism.  


(1) Reasonableness will be determined based on prices submitted by the competition, current market conditions and comparison to the Government estimate and prior acquisitions, as appropriate.


(2) Realism will be based on an evaluation of prices to determine if they are compatible with the scope of effort, are not unbalanced, and are neither excessive nor insufficient for the effort to be accomplished.

(i) Financial Capability:

The financial capability of the prime contractor, critical subcontractors, teaming contractors and/or joint venture partners will be evaluated to determine the offeror’s capability to meet the financial requirements of the solicitation.  

(j) The Government intends to award a contract without discussions with respective offerors.  The Government, however, reserves the right to conduct discussions if deemed in its best interest.

DELETE PARAGRAPH 11 if you do not expect a large number of proposals.  You will review past performance for all offerors equally.

(k) If a large number of proposals are received, the contracting officer may perform an initial assessment of all offerors’ past performance based on the information provided in the performance questionnaires.  If discussions are necessary, verification of past performance information (i.e. a thorough evaluation) will be accomplished for those most highly rated proposals based on an assessment of price, the initial past performance assessment and other criteria as applicable.  The number of offerors for which a thorough evaluation will be conducted will be at the discretion of the contracting officer and will be a sufficient number to allow the source selection authority to make a competitive range decision based on all criteria.  If discussions are not conducted, verification of past performance information (i.e. a thorough evaluation) will be accomplished for those most highly rated proposals based on an assessment of price, the initial past performance assessment and other criteria as applicable.  The number of offerors for which a thorough evaluation will be conducted will be at the discretion of the contracting officer and will be a sufficient number to allow the source selection authority to make a best value decision/trade-off based on all criteria.  Past performance feedback to offerors via debriefings will identify whether the rating was based on initial evaluation or thorough evaluation.  The ratings based on the initial assessment shall not be accepted by the offeror as a verified rating and thus may change based on verification in future acquisitions.

(l) All evaluation factors, other than price, when combined are significantly more important, approximately equal to and significantly less important than price.
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