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1.0 Executive Summary

The scope of the Depot Maintenance Base (DMB) Maintenance, Repair and Overhaul (MRO) Transformation Program is to design, develop, construct, install, implement and deliver dramatically improved maintenance, repair and overhaul processes within existing facilities. The program will address a Lean and/or Cellular transformation of the MRO system for major systems, subsystems, commodities, and weapon system software. Lean and/or Cellular transformation of commodities will be addressed as stand alone Strategic Business Units (SBUs) or as they impact or are impacted by production lines. The scope of this effort must consider other transformational efforts ongoing within the MILITARY such as Purchasing and Supply Chain Management, MRO/ERP type initiatives etc.  This contract does not cover enterprise wide information systems, other than cell redesign interface requirements.

“Lean” is defined as the process and methods to eliminate non-value activities and waste along the enterprise value stream using Lean principles. “Cellular Manufacturing” is defined as the process and method to design production systems that integrate people, machines, and the control and the processes that bind them together within cells that reduce costs, material scrap, manpower requirements, lead times, rework, flow times, and that optimize the use of floor space.

This document contains acquisition strategy and program management information provided to obtain approval of the MRO Transformation Program.  The acquisition will occur in two phases.  Phase I will award Indefinite Delivery/Indefinite Quantity (ID/IQ) contracts under full and open competition (Phase I).  During Phase II, those contractors will develop an Overarching MRO Transformation Plan and Business Unit Plan, in an Integrated Product Team (IPT) environment.  Phase II of the acquisition will be completed when a “down-select” to  (insert program name)one contractor occurs based on the best value to  the government.  The single contractor would then implement the Business Unit Plan and all other requirements of the contract as funding becomes available.

The business strategy is to minimize integration and economic risks through the selection of one highly qualified contractor to design, develop, construct, install, implement, and deliver an integrated transformation.  The use of multiple contracts for implementation would create unacceptable integration and economic risks due to conflicting methodologies and processes, as well as redundant/duplicative activities. The one-contract strategy minimizes risk by leveraging the effective use of “common” integrated set of methodology and processes.

2.0 Mission/Requirements

This acquisition is in response to the directives contained in the Strategic Plan.

The MRO Transformation Program will incorporate tenants of Expeditionary Logistics for the 21st century (eLog21). The key initiative in eLog21 for the MRO Transformation Program will be the Maintenance Initiative (i.e., Reengineering Depot Maintenance, Depot Shop Improvement, and Lean Enterprise).  Consideration will also be given to the Product Support and Engineering initiative and the Supply Chain Management initiative.

The scope of the MRO Transformation Program will address the Lean and/or Cellular transformation of the entire DMB MRO system for major systems, subsystems, commodities, and weapon systems software.  

3.0 Program Summary

Based on a Feasibility Study, DMB adopted a vision for the entire maintenance industrial complex, which encompasses new system performance capabilities found in modern Lean and/or Cellular maintenance facilities/operations.  Existing DMB depot maintenance production methodologies need to be flexible to meet current and forecasted demand requirements.  The DMB supporting facility infrastructure, equipment, processes, and personnel are operating with less-than-optimal flow processes, facility constraints, and outdated equipment. The current methods of production are batch-and-queue, task-oriented, and functionally isolated.  Current DMB MRO systems are designed and arranged as separate system elements, which results in excessive parts travel time/distance and costly hand-offs between shops/organizations.  Most of the industrial processing equipment is aging and is at the point of needing refurbishment or replacement.  The equipment is prone to excessive downtime due to long lead supply items, out-of-business contractors, and obsolete parts. To meet current and forecasted production requirements, it is necessary to improve process flow, increase availability of critical skills, and upgrade, modify, or purchase new equipment to eliminate existing production constraints.

Other options explored and considered were the use of organic resources, separate contracts, and the Corps of Engineers (COE).  Manpower is not available to implement the entire MRO Transformation Program with organic resources.  Separate contracts were not cost-effective, added risks associated with a disjointed program, and did not meet the requirement for the contractor to be the integrator for the overall effort. Further, the COE did not have the Lean and/or Cellular experience necessary to ensure program success.

The MRO Transformation Program will help DMB accomplish its mission by implementing Lean and/or Cellular transformation activities.  The program will implement multiple projects that establish a new system performance capability similar to that found in modern Lean and/or Cellular MRO facilities.

An evolutionary acquisition approach will be developed using a multiphased program.  Each successive phase is expected to further enhance Lean and/or Cellular production capability by building on its predecessor. The Performance Work Statement (PWS) will incorporate the application of systems engineering methodologies.

A best-value negotiated contract award will be made utilizing agency source selection procedures in accordance with FARS ___________, using full and open competition procedures. ID/IQ contracts will be issued at the end of Phase I with a multi-period ordering period for the redesign, construction, and installation of the phased modification of maintenance operations within existing facilities.  The minimum value of the contract will be $________ per contractor for the development of the Overarching MRO Transformation Plan and the Business Unit Plan .  Only one ID/IQ contract will be left active after the down-select at the end of Phase II.  The maximum contract value will be $______.  

Top-level acquisition milestones are as follows:

	
	Event
	Date

	
	Program Direction Received
	

	
	Sources Sought Synopsis
	

	
	Industry Day
	

	
	Acquisition Strategy Panel
	

	
	Draft RFP Release
	

	
	Pre-Solicitation Conference
	

	
	Pre-Proposal Conference (Tour of Industrial Facility)
	

	
	Final RFP Release
	

	
	Proposals Due
	

	
	Contract Award (Phase I)
	

	
	Overarching and SBU Plans Received
	

	
	Award SBU Implementation (Phase II)
	


The tentative program schedule is as follows:

4.0 Program Management

DMB will manage the MRO Transformation Program.  The Program Manager, Procuring Contracting Officer (PCO), and Administrating Contracting Officer (ACO) will reside at DMB.  Status will be briefed to PEO during Quarterly Program Management Reviews.  An Earned Value Management System (EVMS) will be used to track cost, schedule and performance of this program.  Existing teams will manage the individual task orders. Program Office Support requires approximately ___ organic personnel and positions.

Key stakeholders include, but are not limited to:  

An Integrated Product Team (IPT) approach will be used throughout the life of the contract.  IPTs will include government and contractor appointed members.  IPTs will be used for the development of the Overarching MRO Transformation Program Plan, development of the Business Unit Plans, and lean/cell design.  The IPT environment facilitates buy-in and provides for continuous government insight.

Funding for the Overarching MRO Transformation Plan and the Business Unit Plan of the contract is projected at $____ per contract, and will be funded with _____ dollars.  Additional funds to implement the remaining activities to complete the Overarching MRO Transformation Plan will come from MILITARY Transformational funding.   Use of the ID/IQ contract gives the government the flexibility to issue orders as funding becomes available.  Funds management will comply with Chief Financial Officer’s Guidance.

An award fee will be used to provide incentives to the contractor to exceed program management expectations, exceed stated performance thresholds, minimize impact to production, and to exceed small business goals.  (See paragraph 5.1 for more information.)  The Program Manager will ensure that funds are available for the award fee.  No other contingent liabilities are planned.

The contractor will utilize modeling and simulation software to ensure the Business Unit Plans are effective prior to their implementation.  The use of this software will occur throughout the life cycle of the contract.

The MRO Transformation Program is part of the Military’s Depot Modernization / Transformation program.  Since this program does not include the purchase or modification of MIS-related data systems, the Clinger-Cohen Act and the Information Technology Management Reform Act (ITMRA) of 1996 do not apply.

5.0 Business Strategy

5.1 Acquisition Approach

The MRO Transformation Program acquisition will be conducted in two phases.  In Phase I, we will use agency source selection procedures in accordance with FARS 5315.300 with full and open competition to select the contractors.  An ID/IQ contract will be awarded to each of the successful contractors. During Phase II, those contractors will spend ___ months developing an Overarching MRO Transformation Plan and Business Unit Plan, in an Integrated Product Team (IPT) environment.  The minimum contract value will be $____ for the development of two plans.  Phase II of the acquisition will be completed when a “down-select” to  (insert program name)one contractor occurs based on the best value to the government.  The single contractor would then implement the Business Unit Plan and all other requirements of the contract as funding becomes available.  The contract ordering period will be ________. The maximum contract value will be $______.  

The Program Management effort of this contract will be Fixed-Price Award Fee (FPAF).  The Overarching MRO Transformation Plan, Business Unit Plans, and Lean/Cell design will be Firm Fixed Price.  Implementation and Over & Above will be negotiated prior to issuing an order for these efforts.  These efforts will be Firm Fixed Price (FFP), Cost Plus Fixed Fee (CPFF) or Time and Materials (T&M).

The Award Fee Plan fully documents the award fee processes, procedures, and criteria.  In general, the award fee will be evaluated annually, and will be awarded against the Program Management CLIN, based on the following criteria:

a. Exceeds government performance thresholds

b. Minimizes impact to production

c. Exceeds Program Management expectations

d. Exceeds small business goals

5.2 Market Research

Extensive market research was conducted for this effort.  Market research included: benchmarking against government and commercial activities; researching within academia; conducting a feasibility study; issuing and receiving responses to a Sources Sought synopsis; holding an Industry Day; distributing and receiving responses to a questionnaire; issuing a draft RFP and holding a Pre-Solicitation Conference.

5.2.1 Benchmarking

An aggressive stance to implement benchmarking as a standard process improvement tool for depot maintenance was initiated.  Process Improvement is also a Depot Maintenance Reengineering and Transformation (DMRT) initiative.  Thus benchmarking, as one piece of process improvement, is covered by the DMRT initiative.  The DMRT initiative directed that a survey be conducted for best practices to ensure that the MRO Transformation Program is building a process improvement Concept of Operations (CONOPS) consistent with the way industry accomplishes process improvement/benchmarking.  Site visits were conducted and information was obtained from:

The conclusion of these benchmarking visits was that Lean and/or Cellular efforts are occurring throughout the MRO industry and significant improvements are achievable and being realized.

5.2.2 Research within Academia

Theses, papers and articles published by the following institutions of higher education were reviewed:  MIT, Harvard, Georgia Tech, the University of Tennessee, and the University of Oklahoma. The conclusion of this research was that Lean and/or Cellular efforts are occurring throughout the MRO industry and significant improvements are achievable and being realized.

5.2.3 Feasibility Study/Master Plan

DMB conducted a feasibility study for the transformation into a state-of-the-art MRO facility using Lean and/or Cellular manufacturing concepts and methodologies. The result of the feasibility study was the delivery of a Master Plan that documented the current production system and the cost/benefit analysis to support the transformation activities. The feasibility study provided a proof-of-concept for initiating industry best practices.  It also documented a number of issues and risk drivers in the transformation that DMB had to consider in developing the acquisition and implementation strategies for the transformation.

5.2.4 Sources Sought

A Sources Sought Synopsis was issued on the Fed Biz Ops Website.  The following sources responded:

Each contractor provided information regarding its capability to satisfy the requirements of this effort.  The information indicated that there are sufficient, capable large businesses or teams to support a competitive acquisition.

5.2.5 Industry Day

An Industry Day was held on __________ to provide industry information about the proposed transformation effort and to solicit feedback.  Industry Day was attended by over ___ personnel representing ___ firms and institutions.  As part of Industry Day, teams/firms engaged in one-on-one sessions, resulting in ____ questions and answers.  Industry Day and the question-and-answer responses demonstrate that there exists a market expertise for depot transformation in five broad categories: AF logistics contractors, IT professionals, /engine manufacturers, maintenance contractors, and academia.

5.2.6 Questionnaire

Subsequent to Industry Day, a questionnaire was issued by DMB requesting specific information from the Industry Day attendees regarding proposed contractual issues.  Responses were received from five firms and institutions. The feedback received from the questionnaire indicated that incentives were appropriate for this effort in the areas of cost, schedule, and performance.  Further, a delivery order-type contract with a long-term relationship was desirable.   The following sources responded:

5.2.7 Draft RFP/Pre-Solicitation Conference

A draft RFP was issued by DMB on _______, requesting comments on specific areas regarding proposed contractual issues.  A Pre-Solicitation Conference was held on ___________ to provide industry with additional information about the proposed transformation effort, acquisition and contract approach; and to solicit feedback.  The Pre-Solicitation Conference was attended by over _____ personnel representing ___ firms and institutions.  As part of Pre-Solicitation Conference, teams/firms engaged in one-on-one sessions, resulting in ____ questions and answers.  

The feedback received indicated that: 

· Industry desires targets for SDB participation, expressed as dollars and percentages of the subcontracting effort 

· Large businesses suggested a 10-15% level of subcontracting at the second and third tier levels 

· One small business suggested a goal of 25% 

· Industry desires as much flexibility as possible in regards to the type of contract vehicle used

· Industry does not want to commit to FFP rates without some inflation or reopener clause

· Some clarification of contract and RFP language is necessary prior to release of the final RFP

The following sources responded:

The Pre-Solicitation Conference and the question-and-answer responses demonstrate that there is an understanding of the MRO Transformation Program and the acquisition/contract strategy.

5.2.9 Conclusions of the Market Research

A response of this magnitude, and the strong indication of partnering from key firms, confirm that there will be a competitive environment and fair pricing for the MRO Transformation Program.  There are a substantial number of qualified contractors, and open competition will be used in the solicitation.  

5.3 Industry Involvement
Industry involvement to date has included an Industry Day that sought contractor inputs prior to developing a detailed acquisition strategy and requirements document. Subsequent to Industry Day, a questionnaire was issued by DMB requesting specific information from the Industry Day attendees regarding proposed contractual issues.  A pre-solicitation conference was held following the release of the draft RFP to explain the details of the approved strategy and solicit final contractor inputs prior to issuing the final RFP.  A Pre-Proposal Conference/Tour will be held to ensure bidders understand the complexity, breath and depth, of the DMB MRO industrial complex/operations.  

5.4 Competition

In response to the Sources Sought Synopsis, one firm requested a sole-source directed 8A set-aside (IAW FAR 19.805-1(b)(2)). However, after the capabilities were assessed jointly by DMB and the Small Business Office, it was determined that they did not have the experience or capability to perform 50 percent or more of the effort as required by FAR 52.219-14, Limitation of Subcontracting.   Our market research indicates that there are no known small businesses that could satisfy the total requirement. Therefore, this will be conducted under full and open competition procedures. To maximize small business participation at the subcontractor level, subcontracting plans will be received, reviewed and approved and exceeding small business goals will be part of the award fee criteria. 

5.5 Basis for Award and Evaluation Criteria

It is anticipated that many of the offerors will have teaming arrangements with subcontractors due to the complexity and technical expertise required to perform this acquisition.  Source selection evaluation procedures and processes will assess the entire team’s capabilities. 

5.5.1 Evaluation Factors and Subfactors Phase I

In the initial evaluation (Phase I), selection of offerors will be made based on an integrated assessment of mission capability, past performance, proposal risk, and price/cost, as follows:

· Factor 1: Mission Capability*
· Subfactor 1: Program Management**

· Subfactor 2: Technical Capability**

· Subfactor 3: Methodology for Lean and/or Cellular Transformation**

· Factor 2: Past Performance*

· Factor 3: Proposal Risk*

· Factor 4: Cost/Price

*Of equal importance.  When combined they are significantly more important than Cost/Price.

** Of equal importance

5.5.2 Evaluation Factors and Subfactors Phase II

During the Down Select (Phase II), one offeror will be selected whose proposal provides the best value to the government based on the integrated assessment of the criteria listed below:

· Factor 1: Mission Capability*
· Subfactor 1: Overarching MRO Transformation Program Plan**

Transformation Approach

BCA/ROI

Impact to production

Schedule

· Subfactor 2: Business Unit Plan**

Transformation Approach

BCA/ROI

Impact to production

Schedule

Equipment Assessment/Recommendation

· Factor 2: Past Performance*

· Factor 3: Proposal Risk*

· Factor 4: Cost/Price

*Of equal importance.  When combined they are significantly more important than Cost/Price.

** Of equal importance
5.5.3 Source Selection Team

The Agency source selection procedures will be used. The source selection organization will consist of the Source Selection Authority (SSA), the Source Selection Advisory Council (SSAC), and the Source Selection Evaluation Team (SSET). The SSET will consist of three teams: Performance Risk Assessment Group (PRAG), the Technical Evaluation Team and the Contracting Team.  The Technical Evaluation team will consist of functional experts for: Lean and/or Cellular, major systems MRO, subsystems MRO, and commodities MRO.  The contracting team will include Cost/Pricing analysts.  PRAG will include Lean and/or Cellular experts, past performance evaluation experts, as well as a representative from _________.  

A Source Selection Plan (SSP) documents the teams, schedules, and source selection organizational structure of the SSET.

6.0 Risk Management

Shortly after Industry Day, the DMB acquisition team conducted a Risk Workshop to identify program risks and mitigation plans.  Technical, cost, and schedule risks were evaluated, and risk mitigation tasks were assigned.  The three risks to be watched carefully are: Funding Stream/Execution, Impact to Production, and Protest. The Funding Stream/Execution Risk is the uncertainty of funds for out years and the risk that appropriation type will not be matched to the funds type needed in the execution year.  To mitigate this risk, the program will employ a flexible ID/IQ contract, a designated funds manager on the DMB staff, and assistance from the PEO to support reprogramming actions when needed.  The Production Disruption Risk is any negative, significant impact to warfighter support during transformation where the warfighter cannot meet operational commitments. The mitigation strategy is to utilize risk mitigation plans, an Integrated Master Plan (IMP)/Integrated Master Schedule (IMS), and modeling/simulation prior to implementation.  Protest Risk is that an unfair competitive advantage protest would be upheld.  The mitigation strategy includes an Industry Day and Pre-Solicitation Conference, with 1-on-1s, pertinent information provided via FedBizOps, and utilizing a “Down Select” approach for final award. DMB established a formal risk management program utilizing the Risk Radar and Risk+ application tool-sets to track, assess, evaluate, and implement the risk management activities.  The Risk Management Plan clearly documents the processes, procedures, and tools DMB will use to manage risks on this program.   
7.0 Cost and Performance Management

An Independent Cost Estimate (ICE) model was developed specifically for this program.  Applying the ICE model to optimistic, conservative, and pessimistic cost scenarios led to the conclusion that the maximum contract value should be $______.

An Earned Value Management System (EVMS) will be employed to manage cost, schedule, and performance.  The Contractor’s Program Management Office will estimate, assess, monitor, track, and report cost and performance metrics as required.  IPT teams will manage the technical, cost, and schedule performance for their respective tasks, with the contractor Program Management office providing cost and performance, technical, and administrative assistance.  EVMS methods and practices will be used to perform cost and performance trade-off decisions.  DMB has established strict financial and cost business case analysis requirements for the contractor in evaluating design options during the transformation.
8.0 Support Concept 

The contractor will provide support until the business unit performance thresholds are met and the associated cells are fully successful and self-sustaining. Organic resources will be used for long-term support of continuous improvement of MRO operations.  The Process Improvement and Quality Assurance Division is establishing a Lean institute, which ensure the workforce receives the appropriate training to adequately understand the Supply Chain Operations Reference (SCOR) processes, Lean and Six Sigma concepts and how they are applied throughout the Center.  In addition, the Lean institute will provide a ready source of expertise to guide and support DMB transformation implementation.  Thus, through the establishment of the Lean institute, DMB will provide its workforce with the necessary tools to meet the ever-changing challenges of the  industry and the demands of the warfighter.

Requirements traditionally associated with Support Concept do not apply to this program. Implementation of the overarching plan does not entail a Source of Repair (SOR) as with typical systems. Integrated Logistics Support (ILS) approaches will be used only in conjunction with purchase of new industrial equipment. The contractor will provide ILS products approved by DMB such as; provisioning, technical manuals, and special tools and test equipment.  The contractor will conduct a supportability analysis to define all ILS requirements for each cell such as; maintenance plans, manpower and training plans, spares, warranty, post-production support recommendations. 

The contractor is responsible for reviewing and incorporation where appropriate; Human Systems Integration (HSI); Environment, Safety, and Occupational Health (ESOH).

9.0  Test Approach 

The program will employ modeling and simulation as the testing methodology.

DMB requires the contractor to meet specific technical performance thresholds (described in the PWS) for various platforms and product lines. The contractor will be required to provide design parameters and metrics for each cell so that the total system performance requirements can be achieved. Formal trade studies will be required to verify system design parameters decisions (e.g., WIP vs. Cycle time). System and Subsystem specifications will include test procedures to be used by the government to test and certify system performance.  To minimize organic resources required during testing, DMB will strictly adhere to a performance based assessment approach so that specialized test fixtures and equipment are not required.
At the completion of Lean and/or Cell Implementation, the business unit and/or cells must meet or exceed the following selected performance based thresholds (metrics), as defined for each business unit:

a. Increase Throughput (%)

b. Reduced Turn-Around-Time (Days)

c. Quality Defects

d. Customer Wait Time

e. Reduced Cost per Unit Output

f. Increase Output/ Man-Days

Specific performance thresholds (values) are provided in the PWS for assigned platforms, weapons systems, and commodities.   For those business units not specifically addressed in the PWS, performance thresholds will be set in the IPT environment during the development of the business unit plan.  Performance thresholds were/will be analyzed/evaluated and selected to increase MRO critical capabilities for current and future mission requirements.  

The performance thresholds are designed to:

a. Align contractor performance with objectives

b. Focus on critical success factors in meeting performance objectives

c. Reflect performance goals

d. Promote continuous improvement in performance

There are no traditional test requirements for this contract.
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