    FLEET MAINTENANCE EXECUTIVE STEERING COMMITTEE (FMESC)

Action Item 01-26.  NAVSEA develop and promulgate policy to implement change in Fix Price time frame.

Background:  DoD Financial Manual Regulation (FMR) Volume 11A states that cost reimbursable project orders may be converted to a fixed-price basis provided all of the conditions governing the use of fixed price project orders are present.  It requires definite specifications, no substantial contingencies, and a satisfactory cost estimating system that is consistently applied.  In addition, it provides that the conversion must occur prior to incurring 50 percent of the total cost of the work, or 50 percent of the period of performance, whichever comes first.  In the past, the naval shipyards and customers have had difficulty meeting the 50 percent rule.  Even when advantageous to both the performing activity and the customer, the “50 percent rule” has arbitrarily deprived the Department of reaching a fixed-price agreement. 
 

Discussion:  There is a particular need for relief from the 50 percent rule in the case of ship repair.  For shipwork of longer duration, it takes time for the shipyard and customer to define the work to the point where there are no substantial contingencies, as doing so often requires partial disassembly and inspection.  Performing partial disassembly and inspection then documenting the resulting work package frequently involves tasks that extend beyond the time when 50 percent point of the work would have occurred.  For shipwork of short duration, the length of performance may not allow for the conversion within the time frame.  In a NAVSEA letter to the Assistant Secretary of the Navy (Financial Management & Comptroller) it was requested that ASN (FM&C) assist in eliminating the 
“50 percent” requirement from the DoD FMR.


Status:  Within Navy, the request resides with FMB-5 (Budget Policy and Procedures Division).  They have been supportive of the request and are preparing a request to OSD to eliminate (or increase to a higher percentage) the time frame to Fix Price shipwork. 
