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Maintenance Service Programs – A Strategic View 

Maintenance Service Programs play an important role in today’s operational 
environment.  A full range of programs are available for engines, APUs, airframe, 
avionics, and more.  Each program is unique and offer varying levels of 
coverage.   Coverage levels can include or exclude items like shipping, labor, FOD, 
paint, interior, tiered pricing, transfer/exit costs, and more.  In the end, it is 
important to know all the coverages and contractual terms when comparing 
programs. 

Maintenance service programs are optional.  The choice to opt into a maintenance 
program should be far more than an economic one.  There is also a strategic approach 
to considering maintenance programs.   Each operation and company’s culture is 
unique.  Understanding how your culture aligns with these strategic initiatives will 
further assist your evaluation of maintenance programs. 

Smoother Cash Flows – Does your company and budgeting process value smoother 
cash flows?  Or can your company live with the variability of annual maintenance 
costs, scheduled and unscheduled?  Maintenance programs offer a distinct advantage 
in smoother cash flows. 

Risk Appetite – With a maintenance program, you are essentially shifting the 
unscheduled maintenance risk to the program provider.  Consider the maintenance 
program like an insurance policy.  Does your company prefer to self-insure and live 
with that risk?  Or does insurance have value?  On larger risk items (like engine 
overhauls which can be as much as $2 million each), shifting that risk may have 
significant value. 

Cost of Money – As you are paying into a maintenance program, you are essentially 
allocating the future maintenance cost and putting that allocation with the program 
provider.  There is a cost associated with that money to be in someone else’s bank 
and not working for you.  The alternative approach is to self-allocate to keep the 
funds working within your company.  However, this takes discipline and oversight. 

Financing Structure – Your financing structure may dictate some of your choices 
around maintenance programs.  Specifically, financing leases will require the aircraft 
to be on an engine maintenance program.  Because the engines play such important 
element in an aircraft’s value, lessors must have a reasonable way to estimate the 
value of the aircraft at the end of the lease. 

Residual Value and Resale – Maintenance programs have a direct impact on residual 
values.  Since maintenance programs are transferrable, the value is dollar-for-dollar 
(carefully review the terms of your service contract to verify).  Thus, if your aircraft 
has a major maintenance event on the horizon, the value of the aircraft is not 
impacted.  This also comes into play during the resale of your aircraft.  An aircraft on 
maintenance programs reduces the potential buyer’s risk in unscheduled or scheduled 
maintenance cost.  They would simply pick up the hourly cost of the maintenance 
program going forward. 
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Before you consider your next maintenance program, take these actions to determine 
your best strategy: 

1. Meet with Finance and Treasury to examine your company’s sensitivity to 
smoother cash flows. 

2. Explore costs of capital and hurdle rates to determine the total program value 
and costs. 

3. Solicit input from your Risk Management group on the company’s philosophy 
on risk tolerance and risk mitigation. 

4. Ask your OEM or maintenance program provider for fleet data on program 
participation. 

5. Benchmark with similar types and sizes of operations on their approach to 
maintenance programs.  Explore the benefits they receive as well as 
frustrations with their programs. 

 


