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NAVICP PBL Profile
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VSUP. PBL at NAVICP

Business Scope

e 141 contracts/50 MOAs
Mech = 67 contracts/41 MOAS
Phil = 73 contracts/8 MOASs

* 41,023 NSNs
Mech = 16,883
Phil = 24,140

» 24.5% of total demand (FY08)
Mech = 13.8%
Phil = 31.0%
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Metrics Summary

FY08 Obs thru 8/31/08 (Phila): $871.3M

FY08 Obs thru 8/31/08 (Mech): $132.8M

FY08 Obligation Authority (Phila): $3035.4M

FY08 Obligation Authority (Mech): $691.2M

Pct of Obs NAVICP FY 08: $871.3 + $132.8= $1004.1/$3726.6 =26.9%

Pct of Obs Aviation FY 08: $871.3/$3035.4 = 28.7%

Pct of Obs Ships FY 08: $132.8/$691.2 = 19.2%

FY 08 PBL % of Demand Through 8/31/2008*

	PBL Demand	All Demand	PBL % of Demand

Aviation	94,330	303,351	31%

Maritime	25,832	186,377	13.8%	

Total Navy      120,162	489,728	24.5%

			*cumulative FY08
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PBLs: One Size Does NOT fit All ... Each is Unique!

Navy PBLs ...

Are long term agreements;

Address availability, obsolescence, reliability, and cost;

Provide specified performance outcomes;

Are usually supply contracts; CreatesWWInEWin= s SHategy
Are enabled by the Navy WCF Eerponatersurge Capamility

VG ALENRISH
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ENSUENEXI Stiiategy

NWCF...

* Enables multiple year, long-term agreements

 Incentivizes contractor investment

 Makes PBL transparent to Fleet customers... support strategy
Integrated into Supply System

SECUIMEFSURRINACHAIN PEROIIMANCE
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Alternative logistics support solutions that transfer traditional DoD inventory
management, technical support, and supply chain functions to the provider for
a specified level of performance at the same or reduced cost.

a PBL Supplier Roles N\
» Warehousing * Transportation * Obsolescence management
* Requirements _ * Repair/overhaul/ » Configuration management*
determination/forecasting replace decision
» Engineering/tech » Consumable » Technology/reliability

\ services piece parts insertion /

* Navy retains configuration control
Cultivate Purpose Leverage

Long Term Commercial

) Lower Response Time .
Partnersnips Lighten Logistics Footprint Supply Chain
With Industry Increase Availability Solutions

_ ANREENJINEERNORhoo)toNInenoVENREAGINESSTuIOUENREN I
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Key point: Performance based logistics (PBL) contracting is an innovative approach to logistics support incorporating acquisition reform, industry partnerships, and best commercial practices.  

The primary goal of PBL efforts is to improve support to the war fighter.  Improved support can come in the form of improved weapon system reliability, improved material availability, enhanced system performance or capability, and/or improved operational availability.  PBLs must also pass a business case analysis (BCA) demonstrating that this improved support will not increase costs.  PBLs achieve the goal of improved war fighter support in a number of interrelated ways:

	- turning over elements of the supply chain to industry

	- longer-term arrangements with industry

	- the incentive pricing structure 

	- industry partnerships with organic depots 

 

	Under PBL arrangements, industry assumes responsibility for an increased scope of effort.  The additional functions assumed may include obsolescence management, configuration management, reliability and availability improvement, wholesale inventory management, organic depot management, requisition processing, transportation, quality assurance, and retrograde management.  As industry partners assume these responsibilities, they are able to apply best commercial practices and take greater ownership for the full life-cycle support of the products that they produce.

	One of the most significant factors facilitating industry's ability to improve the level of support without increasing costs is the long-term nature of PBLs.  The increased predictability of future business allows industry to make investments the return on which is only positive in the long-term and are supported by internal industry ROIs. 



3PL - Third Party Logistics provider (e.g., Caterpillar or AAR – can be part of a PBL arrangement)




Why PBL Works

« Navy buys comprehensive performance package... not individual parts

« This approach totally reverses vendor incentive

— Fixed price “pay for performance” contract now motivates vendor to reduce
failures / consumption

— Long term commitment enables vendor to balance risk vs. investment

Vendor
Actions

e Improves Parts Support ... Material availability increases + Logistics Response

Time (LRT) decreases resulting in Improved Readiness

e Optimizes Depot Efficiency ... Repair Turn Around Time (RTAT), Awaiting Parts
(AWP), & Work in Process (WIP) decrease

e Invests in Reliability ... Mean Time Between Failures (MTBF) improves

e Shortstops Failures ... reduces off-station demand

ProcURNOMESPEROMANCE ENu=Sticaie=sSN @Rt eSS WA=
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* OSD Policy
e Satisfies Title 10 USC

o Effective Use of FRC/Depot-level Expertise — Strike
Proof, Skilled

 Stable Depot-level Workload
« Material Support
 Sharing of Best Business Practices

e Technology Insertion

For government use only 6
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 Reliability Improvements Encouraged

* Reduces TAT, and Inventory Requirements
 Defined Workshare

e “Partners”, Not “Competitors”

« Sharing vs. Maintaining Competitive Edge
« Improved Readiness at Reduced Costs

« Additional workload moved to organic depots; capabilities
Increased... most cost effective option for industry

REgUlartmectngsieldisetWeen INAVATRERCIBUSINESS Ol CES; ana INAVAICE:

Ul yuvoclhriictiit usc viily 7
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Auxiliary Power Unit (APU)

Pre-PBL.: B
« Material availability: 65% | +

e Backorders: 125 SEZ%[ODSEF -
 Units awaiting parts: 232 inar
;

« Multiple unincorporated upgrades

PBL:

e $202M FFP contract with 5-yr base and five 1-yr options ... covers
F/A-18, C-2, S-3, P-3, KC-130 APUs... awarded Jun 00 to Honeywell

» Depot Partnership: FRC East

* Required 90% availability ... 95% attained

e Backorders eliminated ... O units awaiting parts

* Response time reduced fm 35 days to 5 days

e Repair Turn-Around-Time (RTAT) reduced fm
162 days to 38 days

« 18 reliability improvements incorporated; over 60 other enhancements

NAVACPHS 2SNV GnSEeIIER Do B RPEIEAWAIGSISINCEEY0S;
For government UZZiiis) 8

A corporate
ontract w\ Honeywell:
Other components added..
P-3 EDC, F404 MFCs, other
APUs ... more adds in
process
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Specific Examples of PBL Actions: 

Improvements to repair process reduced pipeline need from 500 to 400, allowing piece part cannibalization from excess “F” condition APUs

Honeywell worked w/FRC East (Cherry Point) to lean out processes … reduced labor hours , down 47% per unit … resultant reduction in work-in-process allowed for a smaller wholesale pool and reduced costs

Over 30 configuration changes incorporated (20 for reliability, 10 for obsolescence)

Honeywell’s technology insertion enabled repair of turbine wheels previously scrapped ($1000 repair cost vs. $5000 replacement price)

Units overhauled on first pass through depot and brought up to single configuration … combination of newer, more reliable parts and ability to manage a supply chain for a single configuration reduced cost of subsequent repairs … profitable because of long-term nature of program�

Background on all Honeywell efforts: 

PBL Contractor: Honeywell

System Description – F/A-18/P-3/S-3/C-2/KC-130 Auxiliary Power Units; P-3 Engine Driven Compressor; F404 Main Fuel Controls

Partnership with NADEP Cherry Point

118 Legacy Components Covered

Period of Performance: APU 5 yr base with 5 one yr options; P-3 EDC 5 yr base with 5 one yr options; F404 MFC 1 yr base with 5 one yr options\

Award Dates:  June 2000 –P-3, S-3, F/A-18, C-2 APU; Feb 2002-KC-130APU; October 2003 -P-3 EDC; June 2004 –F404 Main Fuel Control 



PBL Features:

NADEP Cherry Point responsible for touch labor; Honeywell for Program Management; Caterpillar Logistics Supply Chain Management

Guaranteed 90% Availability within 2 business days (CONUS IPG 1), 5 business days (CONUS IPG2), 4 business days (OCONUS All Priorities)

Obsolescence management

Reliability Incentives

Contract Provisions -Priced by flight hour; All inclusive “No excuses” Contract; Surge capability …120% of annual flight hours



WHY PBL? (Pre-PBL data): 

Supply Material Availability (SMA): APU –65%; EDC – 69%; MFC 20.7% 

Backorders: APU – 125; EDC – 68; MFC - 63 

Other issues: – Obsolescence; Multiple configurations; Multiple unincorporated ECPs; Aging equipment; Low time on Wing; 232 “G” condition units (APU)
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1 SECDEF -
Sre.PBL - F404 Engine 205 s
o Material availability: 43% ——

o Backorders: 718 total ... including 436 high priority
« Work In Process (WIP): 1264 units N
e Repair Turn-Around-Time (RTAT): 116 days

T

PBL:

« $510M FFP contract with 5-yr base and five 1-yr options ...
covers 27 repairable components ... awarded Jul 03 to GE

* Depot Partnership: FRC Southeast provides touch labor

Required 85% availability ... 89% attained

Backorders greatly reduced ... 35 total

WIP reduced by 75%

RTAT reduced by 25%

e Obsolescence management

For government use only 9
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Specific Examples of PBL Actions: 

GE worked w/FRC Southeast (Jacksonville) to lean out processes 

Incorporation of GE parts matching procedures increased component life, e.g., HPT rotor from 1200 to 1430 hours

Incorporation of GE rotor blade mapping software reduced vibration-related field rejects 

Reduced maintenance-induced component damage, e.g., 50% reduction on Fan Drive Shaft

$30M upfront piece parts investment by GE drove backorder reduction

GE ended organic practice of reusing consumable hardware due to parts constraints (LPT air seals, Fan, and HPT rotor studs) … 100% replacement reduced possibility of component failures related to low cost consumables over-flying their life limits� 
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Accessories Displays
« 33 month period of performance * ?123Mtgontract W/ 5-yr base & five . $360M contract w/ 5-yr base
-yr options :
« Partnership with FRC Southeast P;lrtn:rship W/ ERC Southeast & 2 5-yr options
« $123M firm-fixed price contract - » * Partnership w/ FRCs
with incentives P depot capability facilitated thru PBL g5 theast & Southwest
e Covers 3 FLIR components ... « 272 NSNs covered
»36 7R and 887 IR NIINS turret, electronic unit, hand control I e
covered * 91% availability oo e
Required availabili » 100% (IPG 1) & 90% * Obsolescence mgm
equired availability (IPG 2-3) availability g

. Daliahili SECDEF * Inventory mgmt ... rqmts
Reliability growth 2006 Winner @ determination... config mgmt

» Obsolescence mgmt : :
| * Engineering support
) nventgry mgmt -+ Fqmts » Expanded capability /
determination : .
workload at organic facilities

LAV oI GrCiOsEIANVIERRIVIASESHIRINAID ERRARE NI E USTIA/AREIERERS 10

* Demand surges up to 10%
» Obsolescence management

* Inventory mgmt ... rqmts
determination
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http://www.news.navy.mil/view_single.asp?id=10262

P Take Aways

NAVAL INVENTORY CONTROL POINT

e Naval Support Challenges
— Maintain support for aging weapons
— Realize savings to support recapitalization

e The PBL Solution ...

— Better availability ... faster response

— Industry incentivized to manage obsolescence / improve
reliability

— Improvements at all levels of maintenance

PSS THE ENAIEr 10/ COStVVISEIREACINESS
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