FY 2009-2010 Ship Disposal – Sales and Acquisitions

Bid Bond, Performance Bond Guidelines
Bid Bonds: 

Currently the Maritime Administration does not require Bid Bonds for vessel sales offers or price revision requests.  The Maritime Administration may in the future require Bid Bonds if it determines market conditions and contractor performance warrant such action.    
Performance Bonds:

The bond ranges shown in the attached table are based on the estimated costs to the government to complete vessel remediation and recycling in a situation of contract default.  That cost is adjusted based on a risk assessment of the likelihood of default, which considers the past performance of a specific contractor.  Other factors that are considered in determining the bond amount includes the proximity to other contractors that could complete the work in the case of default and the contractors proposed period of performance.  As market and other factors change with time, the bond amounts on the attached table may be adjusted according.  When submitting sales bids or price revisions offerors should compare their proposed vessel performance period to the performance period ranges in the bonding plan chart.  Offerors should submit their bid utilizing the highest performance bond amount in the range that corresponds to their proposed vessel performance period.  
Performance Bond Guidelines for Individual Vessel Recycling Contracts 
Based on the Length of the Project Period of Performance
	For Contractors that HAVE had previous acceptable MARAD vessel recycling experience

	Sales Contracts and Fee–For–Service  Contracts

	
	Single Vessel Performance Period *
	Bond Amount Range **

	
	<15 months
	$150,000 - $249,999

	
	
	

	
	15 – 20 months
	$250,000 - $499,999

	
	
	

	
	>20 months***   
	$500,000 - $1,000,000

	For Contractors that HAVE NOT had previous acceptable MARAD vessel recycling experience

	Sales Contracts and Fee–For–Service  Contracts

	
	Single Vessel Performance Period *
	Bond Amount 

	
	<12 months
	$500,000 

	
	
	

	
	12 – 18 months
	$650,000 

	
	
	

	
	18 – 20 months
	$800,000 

	
	
	

	
	>20 months*** 
	$1,000,000 - $1,500,000


Proposed single vessel periods of performance greater than 20 months will not be accepted with price revisions and will be considered as non-responsive.  See ***Note below for single ship periods of performance that exceed 20 months after contract award.
* The single vessel period of performance as indicated on the contractor’s integrated performance schedule as submitted during vessel solicitations and contractually agreed to at time of contract award. 
** The exact bond amount will be determined upon contract award and will be based upon an assessment of the contractor’s past performance and current capability.  In accepting the award of the contract, the successful bidder/contractor will be accepting the Maritime Administration’s determination of the performance bond amount.  In this usage “the contractor” is defined as the apparent best value bidder for sales bids and fee-for-service contracts.  The potential costs of completing the contract work will be taken into consideration in calculating the performance bond amount i.e. costs of towing, availability of other contractors in that geographic area, etc.

For any vessel performance period that extends beyond the performance periods indicated in the above table, the contractor shall be required to increase the performance bond for each vessel to the next performance bond level.  Conversely, if the schedule completion date can be confirmed, for two consecutive reporting periods, as completing prior to the performance periods indicated in the above table then the contractor shall be eligible for a reduction in the performance bond to the next lowest bonding level.  Failure to post the increased bond amount will be considered a performance failure and the existing bond will be collected by the Maritime Administration. The failure will also be considered in the past performance assessment for subsequent contract awards.
New offerors are required to satisfactorily complete one recycling project with MARAD in the last three years before they can be considered as having recycling experience.    
*** NOTE: After contract award, when any combination of existing or new vessel recycling awards, whether via sales bids and/or price revisions, results in the submittal of an integrated performance schedule that contains single ship performance periods beyond 20 months, an appropriate increase in bonding will be applied between the ranges indicated in the table above.  The bond amount will increase in $100,000 increments for every two months the period of performance goes beyond 20 months with a cap of $1,000,000 for contractors with previous recycling experience and a $1,500,000 cap for contractors without previous recycling experience.  Failure to post the increased bond amount will be considered a performance failure and the existing bond will be collected by the Maritime Administration. The failure will also be considered in the past performance assessment determining subsequent contract awards.

