NSROC II Fee Structure
Mission Task Orders
The NSROC II contract will be a Cost Plus Incentive Fee contract.  For Mission Tasks, the contractor will have the opportunity to earn fee on task cost performance, the implementation of the Statement of Work (SOW) functions, and the success outcome of the individual missions and tasks.  The following description outlines the fee structure for mission tasks.
1.0  General Mission Task Fee Structure 
The general structure is depicted in Figure 1.


[image: image1]
SOW 1 and SOW 2-6 will be evaluated on a monthly basis.  Fee, which is assessed on a mission-by-mission basis, will be evaluated every six months.  All missions closed out during the 6 month period will be assessed.
1.1  Relative Weighting Between Technical Performance and Cost

The Government has established the relative importance between contractor cost performance and technical performance.  The weighting is defined in Table 1:

	Fee Element
	Weight

	Cost
	50 %

	Technical Performance
	50 %



1.2  Relative Weighting Between the Three Elements of Technical Performance

The Government has also established the relative importance between the contractor’s technical performance in three areas: 1) execution of Statement of Work 1 (Program Management), 2) execution of Statement of Work 2-6 (Mission Implementation), and 3) mission outcome.  The relative weighting is defined in Table 2:

	Technical Element
	Weight

	Mission Outcome
	60 %

	SOW 1
	20 %

	SOW 2-6
	20 %



2.0  Contractor Proposed Cost Elements –
The NSROC contractor shall propose cost elements as part of the proposal process.  These include target mission labor costs, fee rates, and cost over run / under run share ratios.

2.1  Target Cost

The contractor will propose total mission labor costs for each of the four mission complexity levels during the proposal process.  These four mission complexity levels are described in Table 3 below.  These labor costs will be included in the contract.  The contractually proposed labor cost coupled with the applicable mission specific hardware cost, estimated logistics costs, and estimated travel costs will be used to establish the target mission cost as part of the mission formulation process.  The fee available to the contractor will be based on the target mission cost. 

Example:

Target Cost  =  Proposed Labor Cost + Hrdwr Estimate + Logistics + Travel + other ODC’s


          =  $ 300,000  +  $ 600,000  +  $ 50,000 + $ 40,000 + $10,000   


          =  $ 1,000,000
	COMPLEXITY LEVEL
	TYPICAL PAYLOAD CHARACTERISTICS

	LEVEL 4
	1. New Payload Design

2. High Complexity Payload Configuration

a. 2 or more free-flying payload bodies

b. 5 or more scientific instruments

c. 3-4 TM Links:   Data Rates - 4Mb/sec and Higher

 

              Video

d. 3 or more Deployable Boom Sets

e. ACS Required

3. Extensive Fabrication Required

a. Experiment Structure fabricated by WFF

b. Experiment Skins fabricated by WFF

c. Extensive Vehicle Hardware Fabricated by WFF

d. Extensive payload wiring

4. Extensive T&E required

	LEVEL 3
	1. New Payload Design

2. Moderate Complexity Payload Configuration

a. Single payload body

b. 3 TM Links or less:   Data Rates - 400Kb/sec - 4 Mb/sec
c. ACS Required

3. Moderate/Low Fabrication Required

a. Experiment Skins Fabricated by WFF


b. Transition Skins Required and Fabricated by WFF

c. Moderate wiring

4. Moderate T&E required

	LEVEL 2
	1. New Payload Design

2. Low Complexity Payload Configuration

a. 1 or 2 low Rate TM Links

b. No ACS

3. Minimal Fabrication Required

a. One skin

b. Moderate wiring

4. Moderate T&E required

	LEVEL 1
	A follow-on flight of a payload that has already been designed and fabricated.  This category would typically be flown at WSMR.

1. Existing payload requiring replacement parts:

a. Replacement of damaged skin

b. Replacement of Expended Transition Skin

c. Rebuild of TM

2. Moderate Mission/ACS Analysis Required

3. Moderate T&E required

3. Recovery Required

	OTHER
	A mission that does not fall within the four generic categories.


Table 3
2.2  Fee Rates

The contractor shall propose the maximum, target, and minimum fee rates for the four mission complexity levels.

	
	Level 1

(Refly)
	Level 2

(Low Complexity)
	Level 3

(Medium Complexity)
	Level 4

(High Complexity)

	Maximum Fee
	TBD %
	TBD %
	TBD %
	TBD %

	Target Fee
	TBD %
	TBD %
	TBD %
	TBD %

	Minimum Fee
	TBD %
	TBD %
	TBD %
	TBD %



Example:
The fee available for the example mission is based on the Target Cost and the contractually proposed Fee Rates.

Target Mission Cost  =  $1,000,000  (assumed for this example)

Total Target Fee  =  Total Mission Cost  x  Target Fee Rate



       =  $ 1,000,000   x   10 % (assumed for this example – Table 4)  



       =  $ 100,000
Total Max Fee      =  Total Mission Cost  x  Max Fee Rate



       =  $ 1,000,000   x  14% (assumed for this example – Table 4)



       =  $ 140,000
Total Min Fee      =  Total Mission Cost  x  Min Fee Rate



       =  $ 1,000,000   x  8 % (assumed for this example – Table 4)



       =  $ 80,000
These Total Fee levels are the basis for all fee determination for the particular mission.

2.3  Share Ratios

“Low Cost Access to Space” (LCAS) is a hallmark of the NASA Sounding Rocket Program.  Hence cost control is an important factor for the program.  The government and contractor will share the cost burden or benefit for cost over runs and under runs.  The respective shares will be proposed by the contractor during the proposal process.
	
	Government Share
	Contractor Share

	Under Run
	TBD %
	TBD %

	Over Run
	TBD %
	TBD %



3.0  Cost Incentive Fee
The NSROC Contractor will receive Cost Incentive Fee based on cost performance relative to the Target Cost for the mission.  The contractor shall receive Target Cost Fee when the actual cost of the mission matches the Target Cost.  Any cost over run or under run shall be shared between the Government and the Contractor as per the Contractor defined Cost Share Ratio (Table 5).

The Cost Fee earned by the contractor will be based on the Target Cost Fee with adjustments up or down depending on the magnitude of the cost over run or under run and the contractor defined share ratios.

Example:

Target Cost Fee  =   Total Target Fee  x   Cost Weighting (Gov. Defined – Table 1)


     =  $ 100,000    x     50%



     =  $ 50,000
Max Cost Fee
     =  Max Total Fee  x  Cost Weighting



     =  $ 140,000  x  50 % (Table 1)


     =  $ 70,000
Min Cost Fee      =  Min Total Fee  x  Cost Weighting 



     =  $ 80,000  x  50 % (Table 1)


     =  $ 40,000
From this example, it can be seen that the Cost Fee available to the NSROC contractor can only vary between $ 70,000 (Max) and $ 40,000 (Min) depending on the mission cost performance.
The fee obtained by the contractor is calculated by adding the contractor’s cost share for an under run to the Target Cost Fee, or by subtracting the contractor’s cost share for an over run.  

Example:

To further the example, assume the sample mission was completed with a $ 50,000 cost under run and the contractor proposed a 60% / 40% (Government / Contractor) share ratio.  The Cost Fee is calculated as follows:
Contractor Under Run Share   =   $ 50,000  x  40%  =   $ 20,000
The Target Cost Fee is $ 50,000 and the under run share is then added to it.

Total Cost Fee Obtained  =  $ 50,000  +  $ 20,000  =  $ 70,000
The Contractor is eligible for this entire fee since it is not greater than the Maximum Cost Fee of $70,000 calculated previously.   Had there been a greater under run, the Contractor would not be eligible for any additional under run fee since the Maximum Cost Fee had already been reached.

3.1  Cost Fee Associated with Mission Failures
The contractor will not be eligible for cost incentive fee in the event that the contractor is found responsible for a mission failure.  However, in the event of a failure that is beyond the control of the contractor (i.e. an experiment failure) Cost Fee will earned.   The process used in the determination of fault is outlined in Section 4.4.3.  
4.0  Performance Incentive Fee

The contractor will receive performance incentive fee in three areas: 1) SOW 1, 2) SOW 2-6, and 3) Mission Outcome.  There will be a target performance metric in each of these areas as well as maximum, minimum, and fails to meet metrics.  The SOW metrics will be defined at the start of the contract or will be developed in partnership between the contractor and government during the early implementation phase of the contract.  Mission Outcome metrics (i.e. Comprehensive Success and Minimum Success) will be defined on a mission-by-mission basis during the mission development process.
Example:

The first step is to establish the Total Target Performance Incentive Fee available for a particular mission.

Target Perf Fee  =   Total Target Fee  x   Performance Weighting (Table 1)



     =  $ 100,000    x     50%



     =  $ 50,000
Performance is divided into three areas: 1) Mission Outcome, 2) SOW 1, and 3) SOW 2-6, each with its own weighting:

   SOW 1 Target Incentive Fee   =  Target Perf. Fee   x   Weighting





    =  $ 50,000   x   20%





    =  $10,000

SOW 2-6 Target Incentive Fee   =  Target Perf. Fee   x   Weighting





    =  $50,000    x   20%




                =  $ 10,000

   Target Mission Outcome Fee   =  Target Perf. Fee   x   Weighting



     

     =  $ 50,000   x   60%



      

     =  $ 30,000


The same is done for the Maximum and Minimum Performance Fee as well.  The calculations are summarized in Table 6.
	Performance Area
	Minimum
	Target
	Maximum

	SOW 1
	$   8,000
	$ 10,000
	$ 14,000

	SOW 2 - 6
	$   8,000
	$ 10,000
	$ 14,000

	Mission Outcome
	$ 24,000
	$ 30,000
	$ 42,000



4.1  SOW 1 Incentive Fee

SOW 1 deals with general program management elements of implementing the NSROC contract.  This area will be evaluated on a contract-wide basis, not on a mission-by-mission basis.
Performance metrics will be evaluated and a rating issued on a monthly basis.  An average rating will be calculated for each active mission over its life, and that average rating will be used to establish which performance tier the mission will fall under.

	Performance
	SOW 1 Performance Incentive Fee

	High Performance
	Maximum

	Baseline Performance
	Target

	Low Performance
	Minimum

	Fails to Meet
	None ($0)



Example:

	
	 1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14

	SOW 1 Rating
	95%
	90%
	98%
	95%
	95%
	90%
	90%
	95%
	70%
	70%
	70%
	70%
	75%
	85%






Considering only Mission #1 in this example, the average SOW 1 Rating over the 7 month duration is 93%.  This is sufficient to place the SOW 1 Performance in the “High Performance” (Table 6), which entitles the contractor to receive the Maximum SOW 1 Incentive Fee:

SOW 1 Incentive Fee (for Mission 1)   =   $ 14,000   (Table 6)

To further this example, a severe issue emerged starting in Month 9.  This issue took several months to correct.  SOW 1 Incentive Fee for Mission #1 would not be affected by the issue since it occurred after the mission was completed.  The issue would affect the SOW 1 Incentive Fee for Mission #2 in the last two months.  The greatest effect would be on Mission #3, which was implemented predominantly while the issue existed.  All other missions active during this period would also be affected.
Considering the fact that it there may be 20 or more missions active in any given period, a severe program management issue could result in a loss of $100,000 in SOW 1 Incentive Fee if it is not resolved quickly. 

4.2  SOW 2-6 Incentive Fee

SOW 2 through 6 deals with implementation elements such as payload design, hardware fabrication, system testing, mission assurance, mission review, etc.  While individual performances in these areas are mission specific, the contractor’s performance in SOW 2-6 will be evaluated on a contract-wide basis.  Poor SOW 2-6 performance on a single mission will tend to have minimal impact on performance in this area.  However, repeated good performance (or poor performance) on multiple missions will affect the general rating.
Performance metrics will be evaluated and a rating issued on a monthly basis.  An average rating will be calculated for each active mission over its life, and that average rating will be used to establish which performance tier the mission will fall under.

	Performance
	SOW 2-6 Performance Incentive Fee

	Above Baseline
	Maximum

	Baseline
	Target

	Below Baseline
	Minimum

	Fails to Meet
	None ($0)



The SOW 2-6 Incentive Fee is evaluated in an identical manner as SOW 1, except with different metrics governing the evaluation.

4.3  Mission Outcome Incentive Fee

Technical performance for mission results will be evaluated relative to the Comprehensive and Minimum Success Criteria developed as part of the mission development process.
	Mission Outcome
	Mission Outcome Incentive Fee

	Comprehensive Success
	Maximum

	Minimum Success
	Target

	Failure (not fault of contractor)
	Minimum

	Failure (contractors fault)
	None



Example:

The following NSROC success criteria could be extracted from the Principal Investigator’s success criteria.  Criteria for the instruments may be included since the NSROC Contractor will be partially responsible for ensuring the scientific instruments are flight worthy.

Comprehensive Success Criteria –

· Payload reaches an altitude of 350 km

· Attitude Control System points to within 1 arc-min over 80% of the scientific data period

· Attitude Control System exhibits less than 0.5 arc-sec of jitter over 80% of the scientific data period

· Payload is recovered with minimal damage

· Data is collected from all of the scientific instruments for at least 80% of the scientific data period

· The mission is completed with no injuries, safety mishaps, or safety close calls

Minimum Success Criteria –

· Payload reaches an altitude of 300 km

· Attitude Control System points to within 3 arc-min over 75% of the scientific data period

· Attitude Control System exhibits less than 1 arc-sec of jitter over 75% of the scientific data period

· The mission is completed with no injuries or safety mishaps

Scenario #1 - Comprehensive Success Achieved
· Determined by evaluating the success criteria which includes PI input

· Table 9 indicates Maximum Mission Outcome Incentive will be earned.

· Mission Outcome Fee  =   $ 42,000
Scenario #2 – Minimum Success Achieved
· Determined by evaluating the success criteria which includes PI input

· Table 9 indicates Target Mission Outcome Incentive will be earned
· Mission Outcome Fee  =  $ 30,000
Scenario #3 – Mission Failure due to as Experiment Problem

· Fault identified by the Failure Investigation Board

· Table 9 indicates Minimum Mission Outcome Incentive will be earned
· Mission Outcome Fee  =  $ 24,000

Scenario #4 – Mission Failure due to a Contractor Provided Systems Problem

· Fault identified by the Failure Investigation Board

· Table 9 indicates no Mission Outcome Incentive Fee will be earned
· Mission Outcome Fee  =  $ 0

By comparing Scenarios #1 and #2, it can be seen that $12,000 in additional fee can be earned by the contractor by performing at the comprehensive success level.  For a Contractor Failure the contractor would fail to earn $42,000 (difference between Scenario#1 and Scenario #4). 

4.4  Mission Failures

There are two general failure scenarios that must be considered within the fee structure.  The first involves a failure of a system that is beyond the responsibility of the NSROC Contractor (to be referred to as “Experiment Failures”).  The second scenario involves a failure in a contractor provided system (to be referred to as “Contractor Failures”).  The Mission Outcome Fee earned depends on the type of failure.
4.4.1  Experiment Failures

The NSROC contractor is responsible for striving to ensure the scientific instruments function properly in flight.  While the NSROC Contractor will not have direct involvement with the design and construction of the scientific instruments, they will be involved with the environmental testing of the entire payload stack during the pre-flight integration and test process.  It is the responsibility of the Sounding Rockets Program Office (and hence the NSROC Contractor) to work to ensure (within limitations) that the scientific instruments are flight worthy.  To ensure adequate testing is performed, the Mission Outcome Incentive Fee is linked to the successful performance of the science instruments.  While the contractor will not lose all of the available fee in the event of an experiment failure, they will only be eligible for the minimum Mission Outcome Incentive Fee (as per table 9) if the instruments fail to meet the minimum performance level.
4.4.2  Contractor Failures
The NSROC Contractor is fully responsible for ensuring the vehicle and payload support systems perform properly in flight.  The contractor will receive neither Mission Outcome Fee, nor Cost Incentive Fee in the event that the failure is traced to the Contractor Performance.   

The Contractor will be eligible to receive SOW 1 and SOW 2-6 Performance Incentive Fee even if they are responsible for the failure, provided they are adequately rated in the SOW 1 and SOW 2-6 areas during the life of the mission.
4.4.3  Determination of Fault in the Event of a Failure
The Sounding Rocket Program Office will establish a Failure Investigation Board (FIB) to investigate all in-flight mission failures.  The FIB will be comprised of NASA and contractor subject matter experts.  The conclusions of the FIB will be used to determine whether the failure will be classified as an Experiment Failure or a Contractor Failure.  It is the responsibility of the Contractor to adequately instrument the payload systems to monitor performance.  In the event that monitoring is in adequate, and thus it is not possible for the failure investigation to identify clear fault, it will be assumed that the fault lies with the NSROC Contractor.  In such case, the NSROC Contractor will receive neither Mission Outcome Fee, nor any Cost Incentive Fee.

Performance Task Orders
5.0   Performance Task Order (PTO) Fee

The total fee for each PTO will be an incentive fee arrangement (with minimum, target, and maximum fees similar to those described previously for mission tasks) and will be established at the time of task order issuance based on the task’s target cost and the contractually proposed fee rates for the level of PTO being tasked.  The contractor shall propose the maximum, target, and minimum fee rates for PTO levels 1 through 3 in accordance with Table 10 below.

	
	Level 1


	Level 2


	Level 3



	Maximum Fee
	TBD %
	TBD %
	TBD %

	Target Fee
	TBD %
	TBD %
	TBD %

	Minimum Fee
	TBD %
	TBD %
	TBD %







      Table 10
The PTO target cost will be established using the contractually proposed loaded labor rates, and any applicable “other direct costs” which were non-proposed contract costs.  The PTO incentive fee for each level of performance will be calculated as shown below:

           AVAILABLE FEE   =   ContractUAL    x     TARGET COST

           (Min, Target, Max)             FEE RATES                  OF THE PTO

Table 11 below shows the weighting of PTO performance objectives between technical, cost, and schedule incentives as determined by the category or level of an individual PTO’s requirements.  The allocation is designed to provide the Contractor with appropriate guidance during actual PTO performance when balancing the relative merits of technical, cost, and schedule performance.

	PTO LEVEL
	TECHNICAL PERFORMANCE
	COST
	SCHEDULE

	3
	60%
	            20%
	20%

	2
	60%
	30%
	10%

	1
	20%
	40%
	40%







PTO Fee Allotment






        Table 11
The contractor will earn technical and schedule fees (minimum, target, or maximum) in accordance with their compliance with the performance standards established in the individual PTO.  Cost fee will be earned based on the actual final cost of the PTO relative to the target cost with under runs and overruns shared between the government and the contractor in accordance with the contractually proposed share ratio (limited by the PTO’s maximum and minimum cost fee) as proposed by the contractor in accordance with Table 12 below. 

	
	Government Share
	Contractor Share

	Under Run
	TBD %
	TBD %

	Over Run
	TBD %
	TBD %







Table 12

When the contractor fails to meet the minimum technical standard for a PTO, it will be considered incomplete and will not be eligible for any fee consideration.  

The PTO levels presented in Tables 10 and 11 are generally described as follows:

Level 3:

Tasks of this nature are technically complex and non-routine.  The non-routine nature of these tasks may increase the technical risk associated with proper functional performance of the final product.  Items falling under this category could include complex dynamical analysis, fabrication, or testing of spacecraft or the fabrication of a highly specialized mechanical component for a satellite.  In these cases, meeting the defined schedule is as important as controlling costs, but high technical performance is most important.

Level 2:

Tasks of this nature may be non-routine or even technically complex.  They may involve the analysis, fabrication or testing complex components for low priority test projects or short duration, complex engineering analyses where completion by a specific schedule is not of high value to the government.

Level 1:

Tasks that fall under this category may include routine engineering or technical support which could include continuous fabrication of relatively simple mechanical parts or performance of relatively routine testing or engineering analyses.  In such a case, the ability to produce a large volume of uncomplicated parts at a low cost and on-time is important.

For PTO tasks that require a unique effort that is not consistent with these three predetermined levels, it will be necessary to establish a separate level that is appropriate to that unique effort.  This will be defined individually as Level S PTOs for each of these unique tasks as follows: 

Level S PTO:

The unique nature of the effort cannot be predicted before the task is defined and is not consistent with the criteria established for either Level 1, 2, or 3 PTOs.  The minimum, target, and maximum fee rates and the weighting of cost, schedule, and performance will be identified by mutual agreement between the government and the contractor during the actual PTO development process, rather than being contractually proposed as for Levels 1, 2, and 3 PTOs.
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