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MEMORANDUM FOR DR. BROWN : D01 6 1966

SUBJECT: Status of MOL Progrem Contrects

Pr. Pley requested thet we provide & summery paper for your

_ possible use in discusgions with Mr, McNemara on the current
= status and provisions of the contracts which we have nerotinted

|
|

ior the MOL Program.

Ingoiar a8 all of the contracts negotimted to date are con-
cerned, we heve not contrssted for the total program. In the
cese of zach of the contractors, we have deferred certain items
rending improved defianition of our reguirements. A prime example
of items which heve been deierred scross~the-boerd sre the men-
power reguirements to support out-of-plant or field test opere-
tions for all of the contpracts concerned. There sre certain other
catezories of equipment for whica we have deferred contrectusl
roverage pending improved defipition. Exemples ere: dals readout
system, various speres end some test sctivities. The total smount
daferred 1 $275.0 million.

As you will recell, we negotlsted a CPFF development contract
witc Bsgtman Kodak im August for a totel price of $25%.5 milliom.

AN

A

— Toe fee iz 7.8 percent so thst $240.3 is contract cost aad §$13.2
—— is jee. Work under this econtract is progressing essentislly on
tn schedule st thizg {ime,

Ingoiey as the Titsn IIYR laonch vehicle is amc&n&éf, we
nave nsioitlated rixed price incentive contracts with two of the
four associstes lavolved,

The contracts that have Deen negotisted are with Martin

Compeny 1n tihe zmount of $157.0 million and the AC Electropics

NN

L
N Compeny in the smount of $26.7 miilion. Toe contract with Hartin
e Compeny calls for a target cost of $143,3 million snd 45/15 shar-
O s ing oi cost variences {rom that target cost and yperiormance incen-
gg tives which add to the cost incestives smounbing to npprovimetely
N f————— &  percent swing sbove costs and & 3 percent swing below. The
Em
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perfoymeace lacentives invelve schedule, weizbi and overall bocsier
pertormence. Tae incenbtives oa schedule sre all negstive and
smount o 3 (otal posaible decrease in ree of $1.1 miliion. The
sheduls incentlives sre pe.ced to sboul 100 &ifYerent manuiactuy-~
in, =nd assembly events. Scme ¢ the 1ogs can be reoovered LY key
laanch dates sro met despite siippase during manufacturing agsenbly
gnd test. Tuz welght incentive is related to airborne welght witn
penaliles being assessed 17 Staze I is overveigub by 197 pounds or
more and/or Ste.e IT overweight by 2 pounds. Toe welght incen-
tives are nagative only and mey detract $700,000 from iLbe Yes.

Tae 8700.007 is spreed over the seven rligat vebicles with develop~
mental and enrly operational vehicles more heavily welighted.

Tae fiight perdformence locentives heaylly ewphesize leunch
veatele sbility 5o place the MOL psylosd into the desired orbilt,
Shown below is tae medrix of failure combinetiona and She ad)just-
nent o terzel proflt,

Daveloment Operatlonsl A ijustnent
Launches Launches o Torzet
{Total of 2) {fotal of 5) Profit
Pullares * 0 o + 5.4 willion
1 gis 3.7 million
2 %! - 2,0 milllon
3 1 - 3.4 million
i 1 - 4,7 million
3 2 « 4.7 million

¥ Livve defined as any maifunction which reswlts la
not meking 3o perforssace on orkit Injection.

Althousiz not @ pard of the fee structure, provialon is made
for & group bobpus L0 be shered by the flve Titan TXIT agsovizte
contractors oy cn-schedule, perfect lsunch performence for sll
flights.

The AC Eilzetronlcs Compeny fixed pricc incentive eopiraci
nez & cost of §$2%.5 mililem, an 79/D sharing arrengement with
& calling of 123 percent. The overall performance incentlives
rnount o & plus or minus 03; rereant, TPasre sre neogebive schedule
inceniives smounting to $340,000 and & positive schedule award of
$170,00% for the early delivery of two speciflc critieal items.
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There is & plug or minus $57,200 incentive on welght to be raid
for varimntes of plus or minus 10 pounds Irom nominal guldance
equipment welght. Msjor performance incentives, releted to the
abllity of tnoe puidance eguipment to provide sppropriste switch-
over iram the AC gystem to ths redundsnt juidance systems of the
Gemini, and minor incentives sre provided for appropriate data
recovery vie the telemetry aystem. Tne AL Electronice Company

%180 shares in the grovp bonua.
We sre currently negotisting with United Technology Center

Yor taw T-se.ment 80114 rocket motor development and procurement
oi fliznt hardwere and with the Aerojet-General Corporstion for

. development ! the increesed expension ratio rocket engine and

certein other developmental {mprovements., Thege two contracts
will bota be fixed price incentive tygpe. '

The MeDonnell Alrersit Conpsoy has entersd ianto a fized price
incentive sgreement with the Governament. The target cost is
$163,2 million, the fee assoclsted witn target cost is 104 percent,
with 2 par performance ceilin; at 128 percent. The shariag ratic
Tor overruns or underruns is 20/20 snd we heve provided for a per-
forasence incentive variance of plus or minus 4 percent for above
or below per periormence, : :

The periormance incentives for MeDonnell Alrersit amount io
epproxzimetely & plus or minuz $5.5 amillion, Three-parters of
this emount ls incentivized [or migsion performence, inecluding
erew gaiety, overall veulcle performence on-orbit, a& factor for
data yrecovery, sod n ifector portraying the degree of suceessiul
agcent and re-estyry. Ten percent of the total is incemtivized
for waignt whleh provides for a bonus or penslity of roughly
32,000 per pound of welght decrease ar incresse over specified
welsnt., The schedule incentives emount %0 the remeining 15 per-
cent of the hoital incentive end are attached to the awysilablility
o gpecific eritical iteme on our scnedule dates, Schedule incen-
tives are mostly negative, There is e genaral provision for
welghting tha esrly flightd at & higher incentive., As an example,
Fiignt #3 is welghted st .35, Flizht #5 et 285, Fiight #5 et 266
with the remaining 10 percent attached to the Gemlnl B (usiiiieation
Flizht. It should be noted thet all of these incentives heve not
heen completely negotiated in deteil. The sxtent of the perform-
ence incentive, l.e., plus or misus 4 percent for above or below
par performance, has been pegotiabed; but there are sitll) dlscus-
sions on some of the detsils I heve outlined sbove,
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We hwve recently completed our sszootiatlons with the Genersl
Rlectric Compeny and aeve deflned with them a cost plus incentive
fee type contreet. Teryet cost is $157.5% million, ifze for target
cost i8 8% © percent and performance incentives provide for an
additiomal » percert fee. Twe eost shering on overruns or under-
runs amounts to 75/15, with zero fee being sitained et $173.1
million and continuins therszaiter,

Tos performence lncentives for the Gemeral Tlectrie Company
again fall in the eatecories of gchedule, welsht and on-orbit
periormancs. Sechedude incentives are negriive for a maximum of
8§7°4,000, In 2ll cages thay are etimched to critieal {itams ueed
dates and peraliies accrus on & daily vasis. 18 an exsmple, one
particuler se¢t of migsion module Forwverd sesotion egulpment con~
taing pensltics of $1,300 per day {or & moximum penalty of $41,000
for late delivery of btaeb prrticular gel of equipment, Welght
incentives ars both posltive zad negative with a maximae benus of
$50:.,000 spread over tae several flignts beiny yprovided for sev~
ings oF 2% pounds or greater and penslties 1o e maxiasum of
$754,000 spreed over several [1izhis for overweight of 3:0 pounds
or yreater. The tlight performsace incentlives are computed in
gccordance with fae formula outlined below on &8 yrep-rllight basis
and provide piuz lacentives omly i3 per 1s achleved.

poINTS EARRED = oo b ¢ Fp
P
R = Rumber of orbits untll lrat eritical evesnt
{.e., GE equipment malfunction)

K, = Crew Serety Factor (1.0 for sarfe return,
Tor loss ettributed to GE)

X, = Data Returs Factor {1.C - deta collected loas
due to GE)

P = Humber of orblisz plenned
Far = 60%

Douslzs schedule incentives sre both positive and negative
and are based on & point system Tor esch f1igsht. & ecertain number
of polnia are glven for the shigmeni of eriticsl end ltems of equip-
mant, a3 well a2z for the lntepration of various equipments recelved
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by Dougles from other essociate coutractors. One of the schadule
tneeriives is poaltive only, egsentlsally a bonus Tor lnsaring
sveilability of the slmulator et zn sarly date. Olhers are nepa-~
tive orly, suech &s fsllure to lrunch by & speciiied date. Par
periormence on schredule lucentives rejulres the achlevement of
aprroximately OO porcent of the total possible poinis asai ned

B schedule lucentives.

. Incentives on welight are both positive and nsgative, amount~
1n, to approximately $2,000 per pound. Welght increeses or :
decrenges arce streight-lined from specified weight to a plus or
mians 750 pounds Irom thet velus, :

T™e mission-oriented periormecce incentlves for Dougles are
quite complex., They are tapered with higher incentives for sbove
per rerforymance on eeriler flichtz. The tolal proportion of incen-
tive sllocated to the three menned flishts ere .235, 184 end 167,
The incentives for the last two sutomatic mode flipghts are .18% and
L17%. In eddition to the fezbure o’ tapered lncentives, the total
nission performance jacentive formula contain considermtions of
erey gsafaty, data vecovary, orbital time achleved; mode of operst-~
ing conditions on-orbit, primery sission accomplismmwnt and on-
orsit coomunications. In senorml, positive Incentives are provided
ii per perfopmance is aehieved with penaltiss for below par per-
formance, Per i sbout 608 of meximum possible performsnce. The
crew gafety fachor lncor;orated provides for a valus of sitaer gzero
or one, with one beling complete suceess aad zero being logg o crey
due to awy melfuncilos due 1o Douxlas.

Tag Douglas Alrcraft Company contract is, of course, the laryest
and we heve apent considerable time to define g conbrset which recog~
nizes the dsvelopmentel nature of the lsborsicry ead at the same time
provides sultable incentives to the conbractor to encoursge his
effective management. We have errived &f & fixzed price loncentive
conbract with Dougles., Tae tarcet cogt is $525 million for which
he will receive a i3 percect fse, We have provided for an inecentive
structure waleh will limit the Goversment's liability to not more
than $575 million., Thet cailin: ipcludes 8ll of the cost and per-
iormance incenitives which he c¢an possibly achieve., All incentives
then (sll inside our ceiling figwre. Furtaermore, 1: the contract
eosts approach $770.0 million, the performance lncentives are
drastically reduced, The cost incentives yrovide for an 355/20
gherins and the performence inceatives provide aprroximately s
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+ incentives. We have also provided for & veariablie target

& ttin. wao contractor o slichily algher cost for out~
stearding periormence. The sbsolute ceiling is 140 percent of
normel tarcet cost ond 127 percsnt of nominel target rrice.

If one were to syply the usual formule when considering periorm-
anos incentives e cutside the celllns, 2 camparable flowe for
an effective ceiling for par performasce would be 1% percent

based ou nominel terget cost.

In sddition to the foresolns swmmery, I have ghbtached &
lsrpe smount of datalled iniormetiom, coveriny 2ll the incenlives
~or all combtracts, the Cormulse used Ior miggion periormance end
reticneie for the iactors inwolved, This informetion was very
receatly received and has not been sorcened nor canplebely
pselmiloted, I suould appreciete its return when you have no
furbney use Tor the dala.

SIGNED

HAREY L. EVANB
Meior Gsneral, USAF
Viee Direcior, MOL Proiren
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