Missile Maintenance Slide:

1.  The maintenance contract may be a part of the procurement contract, or it may be a stand-alone contract depending on various considerations (suggest you include some considerations which may determine the contract approach).

Whether to award CLS requirements as a part of the procurement contract or as a separate stand-alone contract is not as critical as ensuring that both sets of tasks are co-planned with industry, co-estimated, co-negotiated and resulting contract(s) co-written (RDC-style).  Government and industry should use the same people, so they see the "big picture."  CLS requirements get lift from the production/procurement requirements which includes warranty repair.  Lift also comes from parts, technicians, test equipment, tech manuals, and infrastructure.  The same factory floor (people/equipment) is used to produce and repair missiles (warranty and non-warranty).  Once the combined “big picture” has been co-developed, the decision on whether to award the CLS portion separately (by exercising an option via a separate contract document) can be determined based on factors such as – does a separate contract make it easier to keep money segregated; will a separate contract help in expediting closeouts, are there large numbers of external customers using the CLS effort (e.g. non-warranty-covered FMS customers) where the separate visibility is beneficial for all parties; would a separate contract assist in government and industry counterparts to better gain focus and insight into CLS tasks so they can assist in enabling the communications to and from the field ensure smooth execution of CLS requirements.  There may be situations where the team sees no benefit to have a separate CLS contractual document – such as, if the CLS effort is small relative to the larger production effort (you have a bumper to bumper warranty with no “act of God” exceptions and the product is so reliable that the cost of the warranty is built into the product price – not separately price), a streamlined CLS tasking statement could be included with procurement SOC with no separate CLS contract needed.     

2.  Value of using a fixed price contract and the associated cost/performance information required in order to use a fixed price contract.

The advantage to using a FFP contract is that it gives the contractor the responsibility and incentive to do the job correctly (e.g. puts the risk on the contractor to do it right the first time versus with T&M you pay for reworks/poor troubleshooting etc).  A FFP contract is easy to manage also--reduce the government oversight and lets the contractor be responsible for managing the workload.  AMRAAM was ICS from 92-98, which was T&M.  During this time, we had 10X the government logisticians managing the contract and a lot of time was used conducting failure review boards (the board determined whether the repair was warranty or non-warranty/sustainment).  Now, we have insight into those decisions (goes back to the trust issue).  The contractor also has Beyond Economic Repair (BER) authority for section-level and below.  They also have demil responsibility for old parts as a result of missile repair, including explosives.  With a FFP contract, the government contracts for a "capability" over a one year period of performance.  This gives flexibility to the government--you can trade-off missile repairs for support equipment repairs or vice versa.  FFP also reduces the amount of resources that get devoted to accounting and report writing.  We do not generate any reports except a one-page summary of the repair totals.  Completed missiles are shipped on DD-1149, with no further documentation required.  The contractor maintains configuration records, and insures that the hardware passes tests, as defined by him. The parties need to insure that there is adequate funding for the job to be done, so the FFP can allow the contractor to profit from the efficiency of this arrangement.

3.  Lessons learned on how to use availability as a metric for an award fee.

Our CLS contract is FFP--we have no award fee.  Therefore the availability metric is not used for award fee (we do use it in the CPAR as a performance metric).  During RDC, we discuss the importance of availability to keeping happy warfighters (overall TSPR culture) and as described above, the FFP nature of the contract has a built-in incentive to build reliable missiles up front and keep the repairs flowing right the first time –  We don't use missile turn-around time or track individual missiles through the repair cycle.  We let the contractor manage the repair cycle.  Our collective report card/responsibility is missile availability as evidenced by happy customers.   

4.  Address lessons learned for:

*
depot-level tech manuals

We contracted for MIL-STD-1388-2B (LSA) data.  Raytheon keeps our LSA database current, using the "Eagle System."  The government has online access to the database.  Raytheon maintains/updates the database; they are also the primary user.

*
industrial source of repair (Title 10)

AMRAAM had a Source of Repair Assignment Process (SORAP) decision in Jun 97.  The Defense Depot Maintenance Council decided CLS for the life of the system.

*
include new parts and design in cost of maintenance

Raytheon is responsible for internal parts--Class II changes.  Class I changes that affect performance or field users (changes to tech manual procedures) have to come through the JSPO.  It is in their best interest to design/choose new parts that are reliable.  The warranty is a fixed cost tacked on to the missile price and the CLS contract is FFP.  The more reliable the new parts, the less money to repair ( more $ for contractor).  Not sure how to get the linkage between production and repair adequately described.  As parts go obsolete, in production, we either redesign, or make life of type buys…..backward compatibility and estimated repair quantities are both considered in these decisions.  Once again the resources must be available to allow the contractor to be successful.

*
how to link maintenance experience to warranty cost estimates

The AMRAAM has a 10 year bumper-to-bumper warranty .  The warranty cost is tacked on to the price of the missile.  Raytheon used reliability and repair data to estimate a warranty price.  The AMRAAM is basically a wooden round with limited field-level maintenance repair.  If the field induces a failure (e.g. broken radome, etc), then the missile repair is not covered under the warranty and will be repaired against the CLS contract.  The current estimate of induced failures is around 7%.  

AMRAAM targets for the CLS effort were established by using historical data cost data (contractor + Govt).  The team then tried to formulate a way to reduce the total amount that the gov’t would spend each year to support the system, while increasing the contractor’s opportunity to be profitable.   A true Win/Win.

