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I. Purpose. The purposes of this AL are to: (1) provide guidance on structuring p�rformance­
based incentive (PBI) arrangements in the Depa1iment of Energy Performance-Based
Management Contracts (PBMCs) and management and integration (M&I) contracts; (2)
establish general requirements for formal administrative processes and procedures at each
contracting activity relating to performance-based incentives; and (3) provide guidance on the
requirements pertaining to Heads of Contracting Activity (HCA) waiver requests from
Headquarters performance-based incentive approvals.

TI. Background. The October, 1997, Report to the Secretary of Energy entitled Assessment Of
The Use of Performance-Based Incentives In Perfo1mance Based Management And
Management and Integration Contracts, identified areas where improvements were needed in the
Department of Energy's processes and practices relating to the development and administration
of performance-based objectives and associated incentives in PBMCs and M&I contracts.
Pertinent to this AL, the report concluded that:

• performance objectives and associated incentives were, in some cases, excessive
in number, did not directly relate to the critical strategic or tactical objectives of
the program or site, or represented areas not suited for the application of
incentives;


















