Background Paper

Lessons Learned from F-16 Mission Training Center (MTC), Contract 1999-2007

ASC/SMSG Inputs:

- Issue:  Balancing program risk management prior to service start. 

- Background:  Service preparation tasks create funding/cash flow risks for the service provider.  These tasks include evaluating training requirements, training capabilities, creating software and acquiring/assembling hardware.  Typically service preparation tasks require 18-24 months.

- Lesson Learned:  Clearly define service preparation tasks to balance risk between the contractor and the government and increase government oversight. Consider tying prep service payments to a milestone event for improved funding transparency. .

- Issue:  Contract pricing flexibility.  

- Background:  The F-16 contract had specific service CLINS stated by location.  Any force structure change (BRAC, base realignment, etc) moving aircraft from one location to another required a sole source negotiation to move simulator services to new location.  The F-16 contractor’s position was that the planning schedule was a firm requirement even though it was not contractually binding.  This greatly restricted the user’s flexibility in bringing new sites on line.

- Lesson Learned:  Implement a contract pricing structure that allows for more flexibility in the roadmap.  Pursue pricing on a more general matrix that designates sites in different areas of the world.  

- Issue:  Methodology for determining payments for substandard training service, i.e., availability ratings). 

- Background:  The F-16 MTC did not maintain concurrency with the local aircraft which resulted in negative training for the pilots.  The contract has an availability clause which allowed the government to not pay for substandard service; however the definition and methodology proved to be too subjective.  Under the original F-16 contract, a pilot had to schedule and participate in a training event before the event could be declared unsuccessful, even if the unit knew the MTC would be ineffective due to being non-current.

- Lesson Learned:  Improve availability language to be more objective and to allow reduced payments when simulators do not meet concurrency requirements.  Strengthen the connection between meaningful/effective training received and contractor payment so that payment can be withheld more easily if concurrency with planned upgrades was not met.

- Issue:  Use of Award Term to motivate the service provider

- Background:  The original F-16 contract was based around a contract length of seven years.  The contract contained an “Award Term” clause which allowed the service provider to gain or lose additional years of service (maximum of 15 years total, minimum of 5) based upon performance.  Although “Award Term” was designed to provide incentives for excellent performance, the service provider could earn a substantial number award term years of service for merely providing satisfactory service.  Discussions with industry also revealed that Award Term did not provide the originally planned incentive. 

- Lesson Learned:  Follow-on proposals were structured to allow the government to reduce payments if the service provider did not provide quality service, as discussed in the issue concerning methodology for determining payments for substandard training service.

- Issue:  Proposal evaluations to ensure true best value.

- Background:  F-16 MTC contractor’s proposed price was significantly below (approximately 40%) the government estimated price.  The government questioned the contractor’s ability to perform at the quoted firm-fixed-price rates.  In response to government questions during source selection, contractor senior leadership provided written assurances that the quoted service rates were correct.  Since the technical proposal was sound and the entire proposal appeared to show best value, the government was compelled to award the contract, despite government concerns about the low price.

- Lesson Learned:  No contract award is better than a bad contract award, no matter how great the pressure.

- Issue:  The F-16 MTC contractor did not maintain the MTC concurrent with the aircraft.

- Background:  The F-16 contract included a clause requiring the MTC to be maintained concurrent with the local station aircraft and that concurrency would be included in the firm-fixed price hourly rates.  The contractor contended they were only accountable for each item specifically listed on the roadmap provided in the government’s request for proposal, and that they should be compensated for all other modifications.  The contractor subsequently did not maintain the simulator concurrent with the aircraft even though, during the RFP timeframe, the contractor had knowledge of additional modifications being incorporated into the official roadmap.

- Lesson Learned:  Clarify RFP language and proposal evaluation criteria to ensure the concurrency requirement is understood and enforceable.

