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Agency Business M odel



Supply Chains

Basic Repair Parts and Troop Support Business Model

Transportation
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Distribution

Uninterrupted material support |kt
to the Servicesand war fighter. [[Reuisui
A seamless flow of materiel and
associated information, ...
through end-to-end supply chain

Integration

In Theater

DLA Forward Distribution




Land & Maritime Supply Chain DOD’s Distribution Command
26 Distribution Depots Worldwide

Worldwide Reuse, Recycle o \ ;
& Disposal Solutions ; - ; e

DOD Manager for Printing &
Duplicating, Automated
Information Products & Service

DefenseSuppIy
Center Columbus |

DEFENSE LOGISTICS AGENCY

_ _Def_ense Document Automation
Distribution Center | & Production Service

Defense Reutilization
& Marketing Service
Defense Logistics
Information Service

Synchronization, Integration & . o o, 4 wr AN Defense Supply
Dissemination of Logistics ;-' &3 e s ; Center Philadelphia
Information ey S o+ - 2 :
i Defense Supply
Center Richmond

Headquarters
Defense Loqistics Agency

Defense Energy Support
Center Fort Belvoir

Headquarters
Defense National Stockpile Center

DLA Europe
DLA Central

>Arcfe I ...Part of the DOD Logistics Enterpr5ise




FYO3 Sales/Services:
FY04 Sales/Services:

Scope of Business

FYO5 Sales/Services: * 54,000 Requisitions/Day

FY06 Sales/Services: 8,200 Contracts/Day

FYO7 Sales Projected: e #61 Fortune 500 — Above Intel

FY08 Sales Projected: « #3in Top 50 Distribution Warehouses

* Land/Maritime: $3.2B « 26 Distribution Depots

: ?:ggt;;osnl;pport: iing « 5.2 Million Items - eight supply chains
- Energy: $12.6B  25M Annual Receipts and Issues

« Distribution: $1.3B * 1411 Weapon Systems Supported

e Other: $1.2B « 134M Barrels Fuel Sold

« ~95% of Services’ repair parts « $14.6B Annual Reutilizations/Disposals

« 100% of Services’ subsistence,

construction & barrier materiel N
_ = e 20,805 Civilians
Foreign Military Sales . 519 Active Duty Military
* Sales: $1.02B . 754 Reserve Military

* Shipments: 520K _ |
. Supporting 126 Nations Located in 48 States/28 Countries




Transformation
2001 — 2006



Transformlng Our Supply Chains

All of the Pieces

Defense L ogistics
Agency

v Supplier Relationship M anagement
v’ Distribution Planning M anagement
v Global Stock Positioning

4 ExecutlveAgency

$2.1 Billion Investment

$4.8 Billion Savings
to the Services thru FY11

LIVIIT IVIVUGIL TH1Tcaanivil i 1 UHI Al

v Fuels Attomated System
v Workfor ce Transfor mation
v’ Base Realignment and Closure




Business Systems M oder nization
(BSM)

* Enterprise Resource Planning (ERP) to manage the
agency’s 5.2 million items

— Replacesnumerous’60s & ‘70s systemswith a single,
Commer cial-Off-the-Shelf (COTS) based system

— Processes re-engineered to best practices

— Improved war fighter support
* Cycletimesdramatically reduced
 Joint interoperability
o Better Demand Forecasting — by customer —through collabor ation
— Improved data integrity
— Savingsin inventory and personnel
— Payback period 2009

— “Clean Financial Opinion” in accordance with CFO Act
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BSM - Timdine| Yss

2.0M
|tems

o $4.5B
‘: System Functionality ‘: Users and Materiel <>: Full Operating Capability Sales
N %

FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
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BPR  Design, Build, Test

L L |
Release 1 Release 1.1 Releasel.2 Release Release Phased Release
Concept Demo—  Subsistence C&T, 2.0 2.1 Rall —
Hardware & & L egacy Core Enhanced O
Troop Support BDUs  Procurement :
|
170K Linelt 250K Linelt 5.2M Lineltems
$300|\I/|n§a|§sﬂ ) $3Blgglesems OSD OP July 2 ~$18B Sales
390 Users 1175 Users Tests 2005 ~6000 User' s




Benefits...

— Improved stock availability

— Enables enhanced forward support

— Increased asset visibility

— Better demand forecasting capabilities
— Faster responsiveness

— Significant use of commer cial supply chain
processes and assets....and integration

— Reduced costs

‘ ...DLA Is the DOD Logistics Leader |,




Transformation
2007 — 2012



‘s Remaining Performance Challenges

— Timéelier capturing and use of demand signals

— Inventory visbility

— Forecasting

— Excessiveinventory investment, ...$amount & layers

— Material availability

— Linkage of Supply/Distribution processes

— Customer Wait Time

— Customer-oriented Performance Metrics

— Efficient accessto integrated logistics support
Information 13



New Business M odel
2007 - 2012

« War Fighter Driven
One Enterprise
» Extending the DLA Enterprise
» Connecting Demand and Supply
*Supply Chain Excellence

Aligning the agency and our supply chainsto the war fighter




Extend the Enterprise
~2007 - 2011

Preserve wholesaler excellence, deliver on Agency commitments —
move to the next level

e DLA Forward

— Align agency resour cesto customer operations, ... connect
DL A capabilitiesto the Services

— Leverage core competencies up and down the supply chain,
... €.0. procurement/material positioning

e Base Realignment And Closure decisions
e Joint Regional Inventory Materials Mgmt
e National Inventory Management Strategy ..



BRAC

Maintenance Depot Supply and Storage Decision

Removing Complexity from the Joint Business Modg

DLA to be the supply, storage anc
all maintenance depc

» I ncludestransfer of

functions and personnel
and use of
war ehouses and

e Improve platform readiness

 Reduce cost Servicespay to ack .

 Reduceinventory levels—makeinve

 Reduce material touches— customer wai

o Collapse steps demand signalstransit

e |Improverequirementsforecasting

e Improve supplier management

« Eliminate overlapping processes and
| T systems

 Reduceinfrastructure



BRAC

Depot Level Reparable (DLR) Procurement Decision

service provider supporting all S
One acquisition
manager and system

e Singlefacetoindustry for
consumables procur ement

OSSEr

ntm

e Suppliers maintaining a single procure
strategic partnership

nagement

o Acquisition visibility resident in BSM

e DoD fully leveraging DLR and
consumable buying power



Joint Regional Inventory Material
M anagement

Single physical distribution provide

duplication of receive, stow & issus One Distribution

System —
Multiple Inventory
Owners

Sourcetheregion from a Strategic
Distribution Platform to the
maximum extent possible

OAHU pilot (8600 NSNs)
Phase | (inventory consolidation)
Phase Il (inventory ownership)



National I nventory M anagement
Strategy

Collaborativeinitiativeto allow
Service owned/managed retail stock

Oneinventory
owner, manager, system —
from supplier to
ultimate consumer

“national leve”

Does not involve transfer of
functions, personnel, space,
warehousesor | T systems

|mplemented at select Navy sites
allows for process improvement



Connect Demand with Supply
~2007 - 2012

7y 2012: Connecting Demand with Supply
1995: Managing Suppliers
1962: Managing Supplies

 Eliminatelogisticssupport layers, redundancies, and
gaps between supported activities and the American

industrial base

Capture/process demand signals at time of creation
Global inventory visibility

World-class demand and supply planning

Collapse inventory levelsand inventory investment
DLA’s Enterprise Business System “retail” capability
Reduced net IT & material investment

Reduced wait times & material touches

Sales & Operational Planning — A Key Element
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A Key Enabler...
IDE/GTN Convergence (I GC)

y Resources
2Capabi|ity '

Sourced fIF

Vision: Provide common

Iintegrated data and application
services enabling cohesive :
distribution solutionsfor the DoD Forces

(Services/J OM)

Svc Component

ﬁ'm Capability ,/,’/ Handoff Points
SPOE &3 i 2 -
Enables: %QPOE Soved e DLA TDC - ig]
v . . = Fwd Stocks
» Common logistics picture - =
* Distribution visibility *
e Material asset & in-transit DLA Sustainment Ve, =<
V|Sbi||ty Tpegt;r
Indu (JTF-PO]

% * @TF-PO)

Benefits:

* Enhanced delivery of forces &
sustainment

* Improved situational
under standing

* Near real-time Enterprise
Accessto logistics and
transportation data

IDE / GTN Conve
nity Of Effort

Business Application
Tools

DLA Data USTC Data

e Global
* Improved trust and confidence Elntefgrated Da;‘;’\‘/l Logistics V'_S'b'“tzy Transportation
nvironment + Transportation C? and Network PM

ITV Services
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SDP/FDP
Distribution
Centers/Depots

o

o d

Aerial/Ocean Ports

Aerial/Ocean Ports

e
P - Sl A

Transportation/Supply/
Theater Depots/TDCs

SDP/FDP

Base/Post Supply 29



Wrap Up




ln Summary

2001 — 2006 Transfor mation Strategy well executed,
delivering results, still deploying

2007 — 2012 Transfor mation Strategy now underway

Pace of change continuesto accelerate

24
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