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This handbook provides background and reference documents on Army Public-Private Partnerships.  All personnel associated with the planning, developing and execution of Public-Private Partnerships are encouraged to read and use this publication in your efforts to obtain innovative techniques in acquiring the best value goods and services.  
A public-private partnership is an agreement between a government entity and one or more private industry, or other, entities to perform work or utilize facilities and equipment.  The Public-Private Partnerships initiative is directed toward improving the output and performance of DoD organic activities through increased participation by the private sector via industrial partnering.  The primary intent of the initiative is to improve support to the warfighter by enabling and empowering the DoD organic depots to develop appropriate partnerships with the commercial sector, while recognizing the legitimate national security need for DoD to retain certain core capability.  Appropriate partnering with private industry will help sustain core maintenance capabilities, facilities, and technical expertise in the workforce.  It may also improve the financial viability of organic activities and result in increased private sector investment in facilities and equipment.
Army strategy specifies that sustainment support for Army products shall be aggressively pursued through public private partnering (PPP) via performance based logistics (PBL) contracts.  

This strategy supports the Defense Planning Guidance (DPG), the Army/AMC Transformation, the Quadrennial Defense Review (QDR), and the DUSD (L&MR) Product Support Guide.  
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Foreword

“If the Department of Defense is to stay prepared for the security challenges of the 21st century, we must transform not just our defense strategies, not just our military capabilities, not just the way we deter and defend – but we must also transform the way we conduct our business.”

Defense Secretary Donald Rumsfeld, 4 June 2003
Our Army is serving a Nation at war. This war requires that all elements of our national power be applied in a broad, unyielding, and relentless campaign. This
campaign will not be short; it will require deep and enduring commitment. Our Army is a proud member of the Joint Force expertly serving our nation and its
citizens as we continuously strive toward new goals and improve performance. Our individual and organizational approach to our duties and tasks must reflect the seriousness and sense of urgency characteristic of an Army at war. Our Soldiers and our nation deserve nothing less. This is not business as usual. 

 Are you wearing your dog tags?
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Peter J. Schoomaker
General, United States Army
Chief of Staff

“Depot Maintenance operations in DOD can benefit from public-private partnerships that combine the best of commercial processes and practices with the Department’s own extensive maintenance capabilities.  It is in the mutual interests of both sectors to pursue the establishment and effective operation of partnerships across the widest possible segment of our workload requirements.”

Diane K. Morales

Deputy Under Secretary of Defense 

For Logistics and Materiel Readiness

STATE OF THE WORLD

With the end of the Cold War, the Department of Defense pursued numerous initiatives to align its logistics infrastructure and processes with the operational and business requirements of the 21st century.  The Joint Chiefs of Staff, in Joint Vision 2020, described a military environment based on speed, precision, lethality, and information dominance.  It identified "Focused Logistics" as a necessary element to projecting and sustaining forces in that future environment.  The 2001 Quadrennial Defense Review documented the need to accelerate DOD transformation efforts to meet emerging threats.  The terrorist attacks and the Global War on Terrorism highlighted the need to accelerate transformation, including the definition and implementation of the Future Logistics Enterprise (FLE).  

The FLE focuses on 6 key areas of logistics where improvements are necessary and imminent.  These six initiatives are Enterprise Integration/Enterprise Resource Planning, Total Life Cycle Systems Management, Condition-based Maintenance, Depot Maintenance Partnerships, End-to-End Distribution, and Executive Agents.  
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The United States Army is undergoing the largest and most comprehensive transformation in its history.  It will result in an Army that is more lethal, versatile, agile, survivable, maneuverable, and more sustainable, and, consequently, will incorporate an increasing number of advanced technologies.  To provide the required sustainment and operational readiness for a transforming Army, it is necessary to transform the Defense Industrial Base.

The Defense industrial base of the 21st Century will consist of a complimentary and synergistic mix of private sector and government capabilities.  It will be multi-purpose and multi-use, and structured to provide the required capabilities and capacity to satisfy peacetime and war reconstitution and replenishment needs.  By leveraging the private sector’s capabilities to the maximum extent practicable and economical, the Army will focus its resources on those manufacturing processes and products unique to the national security mission.  The challenge is to determine both the most efficient organic mobilization capability and capacity and the full spectrum of technologies from legacy to new systems.
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The Secretary of the Army recognizes the need for the transformation of the Defense industrial base and on 24 January 2003 directed the implementation of initiatives to improve efficiencies, maximize utilization of the Army organic industrial base, and enhance partnerships with the private sector.  

The current Army organic Industrial Base consists of facilities that produce ammunition, store munitions, manufacture components, and maintain equipment.  The facilities, located throughout the Continental United States, consist of Government-Owned, Government Operated (GOGO) and Government-Owned, Contractor Operated (GOCO) facilities.  The Army owns all of these facilities; however, Army employees manage and operate the GOGOs and private companies provide the personnel to manage and operate the GOCOs.


GOCO and GOGO ammunition facilities.   At these facilities, the Army produces, loads, assembles, and packs the various calibers of conventional ammunition such as small arms, mortar, and tank rounds used by all the military services.  

            GOGO Munitions Centers.  These facilities store and distribute ammunition rounds, bombs, and missiles.  

             GOGO manufacturing arsenals.  These two facilities produce items such as gun tubes, gun mounts, and other armament components for the Army, Navy, and Marine Corps, as well as Foreign Military Sales.  

             GOGO maintenance depots repair.  These five facilities overhaul, upgrade and maintain helicopters, missiles, combat vehicles, tactical vehicles, and communication and electronic equipment for all the Services and other countries, as well.

PUBLIC-PRIVATE PARTNESHIP - WHAT IS IT??

Public-Private partnerships take many forms.  They range form complex public-private teaming and workshare arrangements to straightforward leases of DoD facilities or equipment by the private sector.  In a teaming arrangement, the public and private partners accomplish DoD work jointly though a contractual relationship.  Some partnerships have been established by contract under statutory authority and some are arrangements pursuant to Memorandums of Agreement (MOA) or other non-contractual agreements.  In a workshare arrangement, each partner works separately to accomplish a portion of a workload package.  Typically the program office or command will arrange for accomplishment of a portion of the workload in the public sector through work orders and in the private sector by a contract.  
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Partnerships can range from joint public-private undertakings, to private sector participation in some aspect of DoD production to direct sales of articles or services to the private sector.  Public-private partnerships have flexible characteristics; each partnership should reflect the unique objectives that are the basis of the partnership as well as the particular needs of the partners and the resources to be shared.  The key element in each of these arrangements is the utilization of some aspect of organic capability to support the partnership.

Not only are organic depots involved, but program offices, inventory control points, arsenals, Ammunition Plants and materiel/system logistics commands may also be parties to agreements.
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DEPOT INDUSTRIAL BASE
On 21 August, 2001, under the authority of Title 10, United States Code Section 2474, the Secretary of the Army issued a memorandum designating each of the Army's maintenance depots as a Center of Industrial Technical Excellence (see statute listed below).
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Current Army policy supports the use of partnerships in industrial base activities.  The Army has a number of examples of successful partnership efforts based on existing legislative authority.  Among them is the M1 Recuperator Facility Use at Anniston by Honeywell (Lease under 10 USC 4543)
 and the Firefinder Block II Program at Tobyhanna with Raytheon (Sale of services under 10 USC 2208(j))
.  Other non-statutory, but applicable, examples of partnerships are the M1/M1A2 Upgrade at Anniston Army Depot with General Dynamics and the Multiple Launch Rocket System M270A1 at Red River with Lockheed Martin.  

AMMUNITION INDUSTRIAL BASE
The Army's ammunition industrial base was configured for production rates that are no longer cost effective. As a result, the infrastructure has proven too costly to maintain. The ARMS initiative was established by an Act of Congress in 1993 and is designed to make available a range of incentives to businesses willing to locate on a government ammunition production facility. Many of these facilities have little or no current production. ARMS is designed to encourage facility contractors at the Government-Owned Contractor-Operated (GOCO) ammunition industrial facilities to use and market idle capacity for other work, both government and commercial. 

Facility use contracting allows the managing contractor at the GOCO ammo facilities to market the facilities as if they were their own. In this way, US Army industrial sites can find a new life as thriving commercial manufacturing centers while enhancing readiness, maintaining the infrastructure, making capital improvements, lowering the unit cost of production, continuing environmental remediation and contributing to local economic growth. 

Simply stated, Armament Retooling and Manufacturing Support (ARMS) is an opportunity for business growth and expansion using government ammunition industrial facilities and equipment. The contractors are finding innovative ways to attract commercial work to these industrial facilities. Idle capacity and capability available at these facilities for use by the private sector include land, buildings, equipment, utilities, communications, transportation and skilled workers. 

To promote this effort, the Army under the auspices of the ARMS program, will make available various incentives, such items as: marketing funds; use of land, buildings, and equipment; existing state and federal permits; loan guarantees; planning grants; and possibly employment incentives. This innovative approach saves tax dollars, benefits large as well as small and disadvantaged businesses, supports the return of off-shore US companies, and mitigates the economic effects on the local communities. 

ARMS can generate jobs and attract investment to these installations. By employing a wide range of facilities use techniques, the ability exists to tailor commercial relationships to meet the specific market needs to the private sector client. No other defense reutilization program has shown such promise as a means of promoting economic growth and sustainable development in local communities. 

The Armament Retooling and Manufacturing Support (ARMS) Program allows the government to retain title to its land while providing a means for private contractors to market its industrial sites as commercial entities. As a result, the Army's costs of ownership are significantly reduced, in some cases, to zero. The key to ARMS is the recognition that defense industrial facilities have value far beyond military uses. In partnership with the private sector, Army sites are being converted into multi-purpose commercial parks while still being maintained as ready defense assets. As a result, ARMS has emerged as the most successful cooperative-use model in the nation. It is being studied by other military services and the Department of Energy for possible applications to their particular conversion needs.
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A major innovation of the ARMS Program impacts the issue of rent to the benefit of an effective public-private partnership. In the past, commercial production at Army industrial facilities was discouraged. If the government would approve a request for commercial use of its facilities, rental charges in accordance with the Federal Acquisition Regulation Use and Charges clause would be applied. Under the clause, revenues generated were directly deposited into the National Treasury. There was no incentive to either obtain or perform commercial work. 

Under the ARMS Program, the traditional rental fee is not obtained. Rather, contracting officers may accept other consideration in lieu of rent. A facility use contractor no longer provides payments for deposit in the National Treasury. Instead, offsets to production and maintenance costs are accepted by the government in lieu of rent. Completion of needed infrastructure improvements, where government funding is no longer available, is also acceptable under the program. As a result, Army facilities obtaining commercial work receive the benefit of their labor, Army ownership costs are reduced, and the facility contractor can maximize its marketing of a more attractive facility.

ARSENAL INDUSTRIAL BASE
In the 2001 Defense Authorization Act, Congress included the Arsenal Support Program Initiative (ASPI). The initiative was designed to help maintain the viability of Army arsenals, including Pine Bluff, he said.

The initiative allows arsenals to enter into cooperative partnerships with private corporations. Companies can work out agreements with arsenals permitting them to use warehouses, office space and other facilities, he said.

In return, the companies must pledge to make some sort of comparable non-monetary contribution to the partnership. For example, a firm might agree to make improvements in buildings or help maintain road systems or railroad tracks. This is better for the arsenal than simply renting out space to private companies, he pointed out.
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Statutory and Regulatory Provisions

(This list is not all inclusive of provisions available, nor a complete summary of the content of each provision)
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STATUTORY AND REGULATORY PROVISIONS RELEVANT TO PUBLIC-PRIVATE PARTNERSHIPS
	AUTHORITY
	Thumbnail Description

	10 USC 2474
	Requires the Military Departments to designate depot maintenance activities as Centers of Industrial and technical Excellence (CITEs), authorizes and encourages public-private partnerships, permits performance of work related to core competencies, permits use of facilities and equipment, and permits sales proceeds from public-private partnerships to be credited to depot accounts.

Currently approved Army CITEs.

· Anniston Army Depot…Combat Vehicles (Except Bradley), Artillery, & Small Caliber Weapons

·  Corpus Christy Army Depot…Rotary Wing Aircrafts (Less Avionics)

·  Letterkenny Army Depot…Air Defense & Tactical Missile Ground Equipment (Less Missile Guidance & Control)

·  Red River Army Depot…Tactical Wheeled Vehicles, Small Emplacement Excavator, Bradley Fighting Vehicle Series, Multiple Launch Rocket System chassis, Patriot Missile recertifications, & Rubber products for Sustainment & support to U.S. & Allies & Agencies. 

·  Tobyhanna Army Depot…Communications & Electronics, Avionics, & Missile Guidance & Control

Requested approval - awaiting Secretary of the Army action:

·  Sierra Army Depot (Proposed)…  Operational Project Stock, Force Provider, Large Area Maintenance Shelters, Class VIII Stocks, Bailey Bridging, Landing Mats, Logistic Support Elements, & Containerization. 



	10 USC 2208j
	Permits depot financed through working capital funds to sell articles and services outside DOD if the purchaser is fulfilling a DOD contract and the contract is awarded pursuant to a public-private competition.

	10 USC 2470
	A depot-level activity of the Department of Defense shall be eligible to compete for the performance of any depot-level maintenance and repair workload of a Federal agency for which competitive procedures are used to select the entity to perform the workload.

	10 USC 2667
	Allows leasing of non-excess facilities and equipment.

	10 USC 2208h
	Supplies from a working capital funded inventory may be sold to contractors for use in performing DOD contracts. However, supplies available in inventories financed by working capital funds established under this section may be sold to contractors for use in performing contracts with the Department of Defense. Working-capital funds shall be reimbursed for supplies sold, services rendered, or work performed by charges to applicable appropriations or payments received in cash.



	10 USC 2304e
	DOD entities are excluded from participation in small business set-aside competitions.

	10 USC 2539b
	DOD laboratories and test facilities may sell, rent lead, or give samples, drawings and manufacturing or other information (subject to rights of third persons); sell, rent, or land government equipment or materiel for use on independent research and development projects; or make available services fro testing to any United States persons.

	10 USC 4543
	Army working capital industrial facilities (including arsenals) may sell manufactured articles to or perform services for persons outside of DOD under certain conditions. 
· The article is sold to a United States manufacturer, assembler, developer, or other concern - 

· for use in developing new products; 

· for incorporation into items to be sold to, or to be used in a contract with, an agency of the United States; 

· for incorporation into items to be sold to, or to be used in a contract with, or to be used for purposes of soliciting a contract with, a friendly foreign government; or 

· for use in commercial products; 

· The purchaser is determined by the Department of Defense to be qualified to carry out the proposed work involving the article to be purchased; 

· The sale is to be made on a basis that does not interfere with performance of work by the facility for the Department of Defense or for a contractor of the Department of Defense; 

· In the case of services, the services are related to an article authorized to be sold under this section and are to be performed in the United States for the purchaser; 

· The Secretary of the Army determines that the articles or services are not available from a commercial source located in the United States; 

· The purchaser of an article or service agrees to hold harmless and indemnify the United States, except in a case of willful misconduct or gross negligence, from any claim for damages or injury to any person or property arising out of the article or service; 

· The article to be sold can be manufactured, or the service to be sold can be substantially performed, by the industrial facility with only incidental subcontracting; 

· It is in the public interest to manufacture such article or perform such service; and 

· The sale will not interfere with performance of the military mission of the industrial facility. 



	22 USC 2770
	The President may manufacture, procure, or sell defense articles to any United States company for incorporation into end items (and for concurrent or follow-on support) to be sold by such company either (a) on a direct commercial basis to a friendly foreign country or international organization or (b) in the case of ammunition parts, using commercial practices which restrict actual delivery directly to a friendly foreign country or international organization.  In addition, the President may sell defense services in support of the sales of defense articles when the services are performed in the United States.

	10 USC 4551-4555
	The Secretary may make any eligible facility available for the purposes of the ARMS Initiative (Ammunition Plants). Leverage private investment at eligible facilities through long-term facility use contracts, property management contracts, leases, or other agreements that support and advance the policies and purposes of this chapter, for the following activities: 

· Recapitalization of plant and equipment. 

· Environmental remediation. 

· Promotion of commercial business ventures. 

· Other activities approved by the Secretary. 



	Pub Law 106-398
	Arsenal Support Program Initiative (ASPI)

Secretary of the Army demonstration program during fiscal years 2001 and 2002 (has been extended to 1 Oct 2005 with proposal to extend two more years) at each manufacturing arsenal of the Department of the Army.  Purposes of the demonstration program are as follows:

(1) Provide for the utilization of the existing skilled workforce at the Army manufacturing arsenals by commercial firms.

(2) Provide for the reemployment and retraining of skilled workers who, as a result of declining workload and reduced Army spending on arsenal production requirements at these Army arsenals, are idled or underemployed. 

(3) Encourage commercial firms, to the maximum extent practicable, to use these Army arsenals for commercial purposes.

(4) Increase the opportunities for small businesses (including socially and economically disadvantaged small business concerns and new small businesses) to use these Army arsenals for those purposes.

(5) Maintain in the United States a work force having the skills in manufacturing processes that are necessary to meet industrial emergency planned requirements for national security purposes. 

(6) Demonstrate innovative business practices, to support Department of Defense acquisition reform, and to serve as both a model and a laboratory for future defense conversion initiatives of the Department of Defense. 

(7) Allow the operation of these Army arsenals to be rapidly responsive to the forces of free market competition.

(8) Reduce or eliminate the cost of Government ownership of these Army arsenals, including the costs of operations and maintenance, the costs of environmental remediation, and other costs.

(9) Reduce the cost of products of the Department of Defense produced at these Army arsenals. 

(10) Leverage private investment at these Army arsenals through long-term facility use contracts, property management contracts, leases, or other agreements that support and advance the demonstration program.

	FAR 45.3
	Provision of government-furnished material, facilities and equipment to contractors.


Things to Remember as one gets started.

Effective partnering requires the integration of the goals and objectives of all partners.  All

partnering strategies must have a minimum of three sustainment partners, the Government
Buying Activity, the Prime Contractor and the Major Subordinate Command (MSC).  The MSC

includes the depot maintenance manager and the sustainment manager involved in product

support.  Integration of each party’s mission area objectives into a long-term support strategy is

the key to maintaining core competencies and developing innovative concepts of the public and

private sectors to support the warfighter at the best value for the Army. The following are some

of the most common objectives of the parties: 

 

· Government Buying Activity:  Implement management and acquisition techniques as necessary to provide the best possible support to the warfighter while ensuring “best value” for the Army.  For the purposes of this textbook, best value is defined as the expected outcome of a partnership that provides the greatest combination of overall benefits to the Army considering: warfighter support, cost, and all broader Army objectives such as Core and 50/50 legislative requirements. The single managers desire to:
 

· Provide the user with superior combat capability by balancing program costs, schedule and performance elements.

 

· Major Subordinate Command:  Maintain the appropriate level of core competencies in logistics management, engineering, supply chain management, and depot level maintenance for all assigned weapon systems to meet wartime requirements and infuse new technologies into the depot.  The MSCs will maintain core logistics competencies (skills, knowledge, ability and infrastructure) as efficiently and cost effectively as possible.

 

· Industry: Ensure long term corporate reputation as a leading provider of DoD Weapon Systems by the supply of systems that provide superior and reliable combat capability and meet corporate fiscal objectives

 
Common Objectives:  All partnership agreements must promote:
 

· Superior support to the warfighter;

· Best value to the Army (balancing both program and broader Army objectives);

· The mechanisms necessary to meet the Army’s Core Logistics Competencies requirements;

 

· Support to future Core analyses and decision making to enable the Army to balance objectives of the Program with broader Army imperatives, such as the maintenance of core competencies;

· The ability of industry to achieve reasonable corporate fiscal goals and enhance its corporate reputation through demonstrated performance as applicable to the Prime Contract.

 

· Partnering Authorities:  The government has the inherent right to furnish services and products, as Government Furnished Supplies and Services (GFS/S), to contractors for use in performing government contracts.  Additionally, if circumstances warrant, a DoD working capital-funded industrial facility also may enter into direct sales agreements (DSAs) to sell its services or products to persons outside the DoD under the specific statutes.  
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

Develop a Partnering Strategy…

Develop a corporate vision for 

partnering and develop/identify desired outcomes of public-private 

partnerships.



Define “Partner”… 

Any organization with something of value to 

contribute to the health and wealth of the industrial base.



Identify Partnering Opportunities … 

Perform an internal 

scrub/study to identify what you have to bring to the table in partnerships.



Identify Potential Partners… 

Perform a thorough study of the 

industrial base, identify key potential partners and focus on them.



Explore Opportunities



Look beyond what is readily available for partnering opportunities, 

(open acquisitions, prime contracts already awarded to industry).

 See out new business opportunities to develop as a “partnership”.
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 Initiate First Contact:

 Lead the way in all communications and solicitations to demonstrate desired to create a 

Partnering agreement/environment. 

 Reciprocal visits

 Come to the Table:

 Actually sit down together, face to face, in earnest, honest and open communication

 Be the leader in showing a willingness to change past practices/ provide the process and 

plan for partnering and management/leader support.

 Develop the Relationship (Create a Team Culture):

 By-product of successful partnering

 Getting to know the other and understand it’s business, business practices, corporate 

visions, goals, etc

 Continuing to learn about each other in terms of what direction the other is moving, 

capabilities, etc.

 Institute training, workshops to get everyone on board in the beginning, ensure all 

actions reflect partnering philosophy

 Integrate workforce as much as possible, work on communications  continuously, 

 Objectively consider input from all team members and explain actions.  Remember this 

is a major change in business for both parties!

 Capitalize on Synergy:

 Continually seek new partnering opportunities

 Keep the partnerships alive for additional opportunities.


As with any venture, there is risk involved in Public Private Partnerships.  But as in these other endeavors appropriate risk management techniques will allow sufficient confidence in still achieving the goals of public-private partnerships.
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Risk Management

 Assessment:

 Does the project lend itself to partnering?

 What is the culture of the workplace?

 What has the past performance been with private 

entities?

 Is Leadership committed?

 Has adequate resourcing been planned for?

 Is there a strategy?

 Do common goals exist?

 Is their partnering process in place or will one be developed?

 What are the training requirements?

 How will accountability be maintained?

 Mitigation…Work together with partners to develop Risk Mitigation Plan for each risk 

identified.

GOAL…

Effectively 

reduce the effects the event in 

terms of cost, schedule and 

overall performance.

GOAL…

Effectively 

reduce the effects the event in 

terms of cost, schedule and 

overall performance.

Key on potential pitfalls 

to the partnership


Identifying potential partners is probably the key first step in successful public-private partnerships.  While there is some debate as to how much “marketing” can be done, there are sufficient government-industry forums available that will allow the word of available capabilities and resources to reach the appropriate people.  Use of government-industry days, Advanced Planning Briefing to Industry (APBI), and industry sponsored forums such as AUSA, NDIA are good vehicles for developing those relationships.  But the most important one is the relationship of the organic facility and the PEOs/PMs.  This relationship must be fostered to where the organic facility be it depot, arsenal or other facility becomes a true member of the acquisition decision process and becomes a recurring option during the development of any support strategy.
The mandated use of Performance-Based Logistics (PBL) is the perfect avenue for the inclusion of partnerships.  Not only is it part of PBL implementation, it is a required portion of the development of associated Performance-Based Agreements.  However, this will only really happen if that relationship between the PEO/PM and the organic facility has occurred.
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 Review Desired Outcomes from Strategy

 Identify what can Private Partner Provide?

 Program Management

 Sustainment Engineering

 Identify what will Public Partner Provide?

 Facilities

 Workforce

 Look for Best Quality

 Known Track Record

 Leader in Business


One may question what are some of the characteristics of successful partnerships.  Here are a few.
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

Long-term relationship and commitment



Shared Partnership vision and objectives



The right metrics and incentives



Early acquisition community involvement



Complementary skills and abilities



Senior-level advocacy and support



Sound business case analysis



Mutual trust and shared risk



Flexibility to change partnership scope



Balanced workload



Independent review and oversight



Enforce partnership decisions and requirements



Full coordination with all stakeholders



Clearly documented objectives in partnering agreement

SOURCE:  GAO 03-423; Defense Depot Maintenance

Items to consider 

that contribute to 

P3 success

Items to consider 

that contribute to 

P3 success


Long term relationships: 

· Allows for better planning

· Better manage part obsolescence

Shared Partnership – ensure y=that partners will not be working at cross-purposes.

Metrics and incentives – needed to effectively measure progress to meet goals and objectives.  Use of the same metrics for partnerships as for organic support – depot turnaround time, testing acceptance rates, system availability.

Early involvement – Partnerships must be an alternative during early planning – PBL assist in doing that.

Complementary skills and abilities – complementary skills are better than the same skills on both sides of the partnerships.  Could result in competition and adversarial relationship rather than complementary.  

Senior level support

Sound business case analysis – Need to be conducted to ensure a sound result benefiting both the facility and private sector.

Mutual trust – mutual trust, open communications and balanced risk among the partners.  

Flexibility – flexibility to change scope – example – Air Force F100 engine workload – agreement allows for adding additional F100 workloads and other engine workloads as well.

Balanced workload – Balanced among partners to ensure meaningful involvement for each partner and that one partner does not receive only low-skilled work or no work at all.  Balance workload also allows for each partner to maintain and improve its respective technical expertise.

Independent review – OSD collects data on a yearly basis.

Enforce decision and requirements – need a mechanism to enforce compliance with partnership decision and requirements.  

Full coordination – Feedback from all stakeholders on planned efforts and ongoing efforts to adjust the partnering strategies to reflect the legitimate concerns of the stakeholders.  MLRS partnership employs full coordination among the depot; the contractor; command counsel; business operations office and acquisition community.

Clear documented objectives – Clear mutual partnering objectives should be documented into a formal partnering agreement. One of the elements previously identified.  For example – TYAD follows a standard procedure documenting partnering arrangements with formal agreements.  

SUMMARY


Given the demand for high quality and timely support to military operations, the Army utilizes the capabilities from both the public and private sectors to take advantage of what each does best.  Both the public and private sector industrial base are essential over the long-term to ensure the Army’s ability to achieve operational objectives.  Each possesses complementary capabilities that must be integrated in efficient and effective ways to ensure best value life cycle support.  Public-private partnerships when well planned and properly leveraged offer the Army improved lifetime performance and sustainment.  

Public-private partnerships leverage the best of public and private competencies and can be accomplished through new and innovative arrangements.  Spiral development and modernization requires developers and sustainers to employ integrated team approaches to maintain force readiness and sustainment even as fielded systems undergo modernization.  

Partnerships that include sharing of investments can benefit both the public and private sectors.  For example, utilizing the same facilities and equipment used to produce new systems to provide non-core depot maintenance may result in savings based on a best value assessment.  Also, the sharing of facilities, either commercial or government owned, may result in savings by reducing overhead costs.  Joint use facilities provide additional benefits by facilitating earlier identification of leading-edge applications for both new weapon system and repair technology developments.  Capitalizing on the investment in production start up equipment through sharing and transfer, offers another potential area for creative partnering and overall cost reduction as does sharing of costs for investment in repair equipment.  The Army believes that substantial cost sharing and cost savings can be achieved by addressing equipment investment needs through partnership agreements.  

Further cost reductions could be achieved by having original equipment manufacturers on site at the centers.  This on site presence should shorten engineering disposition times and decrease the time an asset is in for overhaul.  Access to technical data is also important for ensuring that the government retains the option to change or adjust the roles and responsibilities within the partnership over time as circumstances dictate.  

Current legislation provides multiple avenues for public-private partnering.  These range from shared facilities, to government-furnished supplies and services, to direct sales agreements.  In a teaming arrangement, the public and private partners accomplish DoD work jointly through a contractual relationship.  Some partnerships are established by contract under statutory authority, others are workshare arrangements using Memorandums of Agreement (MOAs).  Partnering relationships can include core work delivered by government depots. 

Weapon system support concepts are transitioning from the traditional “organic” or “contractor” modes of support to a more flexible mix of responsibilities based on long term performance based partnerships.  This approach leads to a change in the logistics sustainment environment, increasing the need for public-private cooperative arrangements and partnerships.  The strategy for developing repair capability is based on core requirements while using partnering, dual sourcing or a combination of both.  This provides the most flexibility in providing maximum readiness and best value support to operational forces.
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Public-Private Partnering

Summary



Partnering is a Sound Business Philosophy !!



Not New  ------ Many Success Stories.



A Key Element of Future Logistics Enterprise/Performance Based

Logistics.



Existing Statutes Support Partnering.



Requires Commitment from Top Leadership.



A Change in Past Practices and Cultural Mindset.



Requires a Strategy, Resources, Training  and Effort … A well thought out 

approach.



Provides Increased Capabilities as We Provide Support.



Is  a “Win – Win” for Industry and the Army.

ULTIMATE 

CUSTOMER…  

The Warfighter!!

ULTIMATE 

CUSTOMER…  

The Warfighter!!


The Army is committed to maintaining a healthy, effective, and efficient industrial base that is ready and responsive with facilities and equipment that are technologically advanced and with a workforce that is highly qualified.  Public-Private Partnerships have shown to be a key element in meeting that goal.
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Conclusion



The U.S. Army Materiel Command is committed to strong and 

mutually beneficial working relationships with our Industry Partners.



The Public Private Partnership process has proven to be a dynamic 

and effective tool in forging such relationships.  

Should be utilized 

wherever and 

whenever practical as 

a sound management 

philosophy for 

business in the present 

and future.  

Should be utilized 

wherever and 

whenever practical as 

a sound management 

philosophy for 

business in the present 

and future.  

Win – Win

For Industry 

& U.S. Army

Win – Win

For Industry 

& U.S. Army

BOTTOM LINE…

Ensure Warfighting 

Readiness!

BOTTOM LINE…

Ensure Warfighting 

Readiness!


APPENDICIES

APPENDIX A:  LEGAL AUTHORITIES

1.
General Statutory Authority for Public-Private Partnerships

· 10 U.S.C. § 2474:  Designated Centers of Industrial and Technical Excellence (CITEs) may form with private entities public-private partnerships to perform work related to the core competences of the CITE, including any depot-level maintenance and repair work that involves one or more competencies of the CITE.

Title 10 Sec. 2474. - Centers of Industrial and Technical Excellence: designation; public-private partnerships

(a) Designation. - 

(1)  The Secretary concerned, or the Secretary of Defense in the case of a Defense Agency, shall designate each depot-level activity of the military departments and the Defense Agencies (other than facilities approved for closure or major realignment under the Defense Base Closure and Realignment Act of 1990 (part A of title XXIX of Public Law 101-510; 10 U.S.C. 2687 note)) as a Center of Industrial and Technical Excellence in the recognized core competencies of the designee. 

(2) The Secretary of Defense shall establish a policy to encourage the Secretary of each military department and the head of each Defense Agency to reengineer industrial processes and adopt best-business practices at their Centers of Industrial and Technical Excellence in connection with their core competency requirements, so as to serve as recognized leaders in their core competencies throughout the Department of Defense and in the national technology and industrial base (as defined in section 2500(1) of this title). 

(3) The Secretary of a military department may conduct a pilot program, consistent with applicable requirements of law, to test any practices referred to in paragraph (2) that the Secretary determines could improve the efficiency and effectiveness of operations at Centers of Industrial and Technical Excellence, improve the support provided by the Centers for the armed forces user of the services of the Centers, and enhance readiness by reducing the time that it takes to repair equipment. 

(b) Public-Private Partnerships. - 

(1) To achieve one or more objectives set forth in paragraph (2), the Secretary designating a Center of Industrial and Technical Excellence under subsection (a) may authorize and encourage the head of the Center to enter into public-private cooperative arrangements (in this section referred to as a ''public-private partnership'') to provide for any of the following: 

(A) For employees of the Center, private industry, or other entities outside the Department of Defense to perform (under contract, subcontract, or otherwise) work related to the core competencies of the Center, including any depot-level maintenance and repair work that involves one or more core competencies of the Center. 

(B) For private industry or other entities outside the Department of Defense to use, for any period of time determined to be consistent with the needs of the Department of Defense, any facilities or equipment of the Center that are not fully utilized for a military department's own production or maintenance requirements. 

(2) The objectives for exercising the authority provided in paragraph (1) are as follows: 

(A) To maximize the utilization of the capacity of a Center of Industrial and Technical Excellence. 

(B) To reduce or eliminate the cost of ownership of a Center by the Department of Defense in such areas of responsibility as operations and maintenance and environmental remediation. 

(C) To reduce the cost of products of the Department of Defense produced or maintained at a Center. 

(D) To leverage private sector investment in - 

(i) such efforts as plant and equipment recapitalization for a Center; and 

(ii) the promotion of the undertaking of commercial business ventures at a Center. 

(E) To foster cooperation between the armed forces and private industry. 

(3) If the Secretary concerned, or the Secretary of Defense in the case of a Defense Agency, authorizes the use of public-private partnerships under this subsection, the Secretary shall submit to Congress a report evaluating the need for loan guarantee this title, to facilitate the establishment of public-private partnerships and the achievement of the objectives set forth in paragraph (2). 

(c) Private Sector Use of Excess Capacity. - Any facilities or equipment of a Center of Industrial and Technical Excellence made available to private industry may be used to perform maintenance or to produce goods in order to make more efficient and economical use of Government-owned industrial plants and encourage the creation and preservation of jobs to ensure the availability of a workforce with the necessary manufacturing and maintenance skills to meet the needs of the armed forces. 

(d) Crediting of Amounts for Performance. - Amounts received by a Center for work performed under a public-private partnership shall be credited to the appropriation or fund, including a working-capital fund, that incurs the cost of performing the work. Consideration in the form of rental payments or (notwithstanding section 3302(b) of title 31) in other forms may be accepted for a use of property accountable under a contract performed pursuant to this section. Notwithstanding section 2667(d) of this title, revenues generated pursuant to this section shall be available for facility operations, maintenance, and environmental restoration at the Center where the leased property is located. 

(e) Availability of Excess Equipment to Private-Sector Partners. - Equipment or facilities of a Center of Industrial and Technical Excellence may be made available for use by a private-sector entity under this section only if - 

(1) the use of the equipment or facilities will not have a significant adverse effect on the readiness of the armed forces, as determined by the Secretary concerned or, in the case of a Center in a Defense Agency, by the Secretary of Defense; and 

(2) the private-sector entity agrees - 

(A) to reimburse the Department of Defense for the direct and indirect costs (including any rental costs) that are attributable to the entity's use of the equipment or facilities, as determined by that Secretary; and 

(B) to hold harmless and indemnify the United States from - 

(i) any claim for damages or injury to any person or property arising out of the use of the equipment or facilities, except under the circumstances described in section 2563(c)(3) of this title; and 

(ii) any liability or claim for damages or injury to any person or property arising out of a decision by the Secretary concerned or the Secretary of Defense to suspend or terminate that use of equipment or facilities during a war or national emergency. 

(f) Exclusion of Certain Expenditures From Percentage Limitation. - 

(1) Amounts expended out of funds described in paragraph (2) for the performance of a depot-level maintenance and repair workload by non-Federal Government personnel at a Center of Industrial and Technical Excellence shall not be counted for purposes of applying the percentage limitation in section 2466(a) of this title if the personnel are provided by private industry or other entities outside the Department of Defense pursuant to a public-private partnership. 

(2) The funds referred to in paragraph (1) are funds available to the military departments and Defense Agencies for depot-level maintenance and repair workloads for fiscal years 2002 through 2005. 

(3) All funds covered by paragraph (1) shall be included as a separate item in the reports required under paragraphs (1), (2), and (3) of section 2466(e) of this title. 

(g) Construction of Provision. - Nothing in this section may be construed to authorize a change, otherwise prohibited by law, from the performance of work at a Center of Industrial and Technical Excellence by Department of Defense personnel to performance by a contractor.

2.
Statutory Authority to Participate in Public Competitions
· 10 U.S.C. § 2208(j):  A working capital funded industrial facility may manufacture or remanufacture articles and sell these articles, as well as manufacturing, remanufacturing and engineering services to persons outside of DOD if the person purchasing the articles or services is fulfilling a DOD prime contract or subcontract, and the solicitation for the prime contract or subcontract is open to competition between DOD and the private firm.

Title 10 Sec. 2208j - Working-capital funds

 (i) 
For provisions relating to sales outside the Department of Defense of manufactured articles and services by a working-capital funded Army industrial facility (including a Department of the Army arsenal) that manufactures large caliber cannons, gun mounts, recoil mechanisms, ammunition, munitions, or components thereof, see section 4543 of this title. 

(j) 
(1) 
The Secretary of a military department may authorize a working capital funded industrial facility of that department to manufacture or remanufacture articles and sell these articles, as well as manufacturing, remanufacturing, and engineering services provided by such facilities, to persons outside the Department of Defense if - 

(A) 
the person purchasing the article or service is fulfilling a Department of Defense contract or a subcontract under a Department of Defense contract, and the solicitation for the contract or subcontract is open to competition between Department of Defense activities and private firms; or 

(B) 
the Secretary would advance the objectives set forth in section 2474(b)(2) of this title by authorizing the facility to do so. 

(2) 
The Secretary of Defense may waive the conditions in paragraph (1) in the case of a particular sale if the Secretary determines that the waiver is necessary for reasons of national security and notifies Congress 

***********************************
· 10 U.S.C. § 2470:  DOD depot-level activities are eligible to compete for the performance of any depot-level maintenance and repair workload of a Federal agency where competitive procedures are used to select the entity to perform the workload.

TITLE 10 Sec. 2470. - Depot-level activities of the Department of Defense: authority to compete for maintenance and repair workloads of other Federal agencies

A depot-level activity of the Department of Defense shall be eligible to compete for the performance of any depot-level maintenance and repair workload of a Federal agency for which competitive procedures are used to select the entity to perform the workload.
3.
Statutory Authority for the Sale of Articles and Services to Persons Outside DOD
· 10 U.S.C. § 2208(h):  Supplies from a working capital funded inventory may be sold to contractors to for use in performing DOD contracts.

TITLE 10 Sec 2208H
The Secretary of Defense shall prescribe regulations governing the operation of activities and use of inventories authorized by this section. The regulations may, if the needs of the Department of Defense require it and it is otherwise authorized by law, authorize supplies to be sold to, or services to be rendered or work performed for, persons outside the Department of Defense. However, supplies available in inventories financed by working capital funds established under this section may be sold to contractors for use in performing contracts with the Department of Defense. Working-capital funds shall be reimbursed for supplies so sold, services so rendered, or work so performed by charges to applicable appropriations or payments received in cash.

***********************************

· 10 U.S.C. § 2539b:  DOD laboratories and test facilities may sell, rent, lend, or give samples, drawings and manufacturing or other information (subject to rights of third persons); sell, rent, or lend government equipment or materiel for use on independent research and development projects; or make available services for testing to any United States persons.

Title 10 Sec. 2539b. - Availability of samples, drawings, information, equipment, materials, and certain services

(a) Authority. -  The Secretary of Defense and the Secretaries of the military departments, under regulations prescribed by the Secretary of Defense and when determined by the Secretary of Defense or the Secretary concerned to be in the interest of national defense, may each - 

(1) sell, rent, lend, or give samples, drawings, and manufacturing or other information (subject to the rights of third parties) to any person or entity; 

(2) sell, rent, or lend government equipment or materials to any person or entity - 

(A) for use in independent research and development programs, subject to the condition that the equipment or material be used exclusively for such research and development; or 

(B) for use in demonstrations to a friendly foreign government; and 

(3) make available to any person or entity, at an appropriate fee, the services of any government laboratory, center, range, or other testing facility for the testing of materials, equipment, models, computer software, and other items. 

(b) Confidentiality of Test Results. - The results of tests performed with services made available under subsection (a)(3) are confidential and may not be disclosed outside the Federal Government without the consent of the persons for whom the tests are performed. 

(c) Fees. - Fees for services made available under subsection (a)(3) shall be established in the regulations prescribed pursuant to subsection (a). Such fees may not exceed the amount necessary to recoup the direct and indirect costs involved, such as direct costs of utilities, contractor support, and salaries of personnel that are incurred by the United States to provide for the testing. 

(d) Use of Fees. - Fees received for services made available under subsection (a)(3) may be credited to the appropriations or other funds of the activity making such services available. 

 (c) Conversion Plans. - The Secretary of Defense may prepare comprehensive plans for converting each plant listed pursuant to subsection (b) into a factory for the manufacture of ammunition or parts thereof

***********************************

· 10 U.S.C. § 4543:  Army working capital industrial facilities (including arsenals) may sell manufactured articles to or perform services for persons outside of DOD under certain conditions.

10 USC 4543. - Army industrial facilities: sales of manufactured articles or services outside Department of Defense

(a) Authority To Sell Outside DOD. - Regulations under section 2208(h) of this title shall authorize a working-capital funded Army industrial facility (including a Department of the Army arsenal) that manufactures large caliber cannons, gun mounts, recoil mechanisms, ammunition, munitions, or components thereof to sell manufactured articles or services to a person outside the Department of Defense if - 

(1) in the case of an article, the article is sold to a United States manufacturer, assembler, developer, or other concern - 

(A) for use in developing new products; 

(B) for incorporation into items to be sold to, or to be used in a contract with, an agency of the United States; 

(C) for incorporation into items to be sold to, or to be used in a contract with, or to be used for purposes of soliciting a contract with, a friendly foreign government; or 

(D) for use in commercial products; 

(2) In the case of an article, the purchaser is determined by the Department of Defense to be qualified to carry out the proposed work involving the article to be purchased; 

(3) The sale is to be made on a basis that does not interfere with performance of work by the facility for the Department of Defense or for a contractor of the Department of Defense; 

(4) In the case of services, the services are related to an article authorized to be sold under this section and are to be performed in the United States for the purchaser; 

(5) The Secretary of the Army determines that the articles or services are not available from a commercial source located in the United States; 

(6) The purchaser of an article or service agrees to hold harmless and indemnify the United States, except in a case of willful misconduct or gross negligence, from any claim for damages or injury to any person or property arising out of the article or service; 

(7) The article to be sold can be manufactured, or the service to be sold can be substantially performed, by the industrial facility with only incidental subcontracting; 

(8) It is in the public interest to manufacture such article or perform such service; and 

(9) The sale will not interfere with performance of the military mission of the industrial facility. 

(b) Additional Requirements. - 
The regulations shall also - 

(1) Require that the authority to sell articles or services under the regulations be exercised at the level of the commander of the major subordinate command of the Army with responsibility over the facility concerned; 

(2) Authorize a purchaser of articles or services to use advance incremental funding to pay for the articles or services; and 

(3) In the case of a sale of commercial articles or commercial services in accordance with subsection (a) by a facility that manufactures large caliber cannons, gun mounts, or recoil mechanisms, or components thereof, authorize such facility - 

(A) To charge the buyer, at a minimum, the variable costs that are associated with the commercial articles or commercial services sold; 

(B) To enter into a firm, fixed-price contract or, if agreed by the buyer, a cost reimbursement contract for the sale; and 

(C) to develop and maintain (from sources other than appropriated funds) working capital to be available for paying design costs, planning costs, procurement costs, and other costs associated with the commercial articles or commercial services sold. 

(c) Relationship to Arms Export Control Act. - Nothing in this section shall be construed to affect the application of the export controls provided for in section 38 of the Arms Export Control Act (22 U.S.C. 2778) to items which incorporate or are produced through the use of an article sold under this section. 

(d) Definitions. - In this section: 

(1) The term ''commercial article'' means an article that is usable for a nondefense purpose. 

(2) The term ''commercial service'' means a service that is usable for a nondefense purpose. 

(3) The term ''advance incremental funding'', with respect to a sale of articles or services, means a series of partial payments for the articles or services that includes - 

(A) one or more partial payments before the commencement of work or the incurring of costs in connection with the production of the articles or the performance of the services, as the case may be; and 

(B) Subsequent progress payments that result in full payment being completed as the required work is being completed. 

(4) The term ''variable costs'', with respect to sales of articles or services, means the costs that are expected to fluctuate directly with the volume of sales and - 

(A) In the case of articles, the volume of production necessary to satisfy the sales orders; or 

(B) In the case of services, the extent of the services sold
***********************************

· 22 U.S.C. § 2770:  The President may manufacture, procure, or sell defense articles to any United States company for incorporation into end items (and for concurrent or follow-on support) to be sold by such company either (a) on a direct commercial basis to a friendly foreign country or international organization or (b) in the case of ammunition parts, using commercial practices which restrict actual delivery directly to a friendly foreign country or international organization.  In addition, the President may sell defense services in support of the sales of defense articles when the services are performed in the United States.

Title 10 Sec. 2770. - General authority

(a) Sale of defense articles and services by President to United States companies; restriction on performance of services; reimbursement credited to selling agency 

Subject to the conditions specified in subsection (b) of this section, the President may, on a negotiated contract basis, under cash terms

(1) Sell defense articles at not less than their estimated replacement cost (or actual cost in the case of services), or

(2) procure or manufacture and sell defense articles at not less than their contract or manufacturing cost to the United States Government, to any United States company for incorporation into end items (and for concurrent or follow-on support) to be sold by such a company either

(i) On a direct commercial basis to a friendly foreign country or international organization pursuant to an export license or approval under section 2778 of this title or 

(ii) In the case of ammunition parts subject to subsection (b) of this section, using commercial practices which restrict actual delivery directly to a friendly foreign country or international organization pursuant to approval under section 2778 of this title. The President may also sell defense services in support of such sales of defense articles, subject to the requirements of this chapter: Provided, however, that such services may be performed only in the United States. The amount of reimbursement received from such sales shall be credited to the current applicable appropriation, fund, or account of the selling agency of the United States Government. 

(b) Conditions of sale Defense articles and defense services may be sold, procured and sold, or manufactured and sold, pursuant to subsection (a) of this section only if

(1) The end item to which the articles apply is to be procured for the armed forces of a friendly country or international organization,

(2) the articles would be supplied to the prime contractor as government-furnished equipment or materials if the end item were being procured for the use of the United States Armed Forces, and

(3) The articles and services are available only from United States Government sources or are not available to the prime contractor directly from United States commercial sources at such times as may be required to meet the prime contractor's delivery schedule. 

(c) ''Defense articles'' and ''defense services'' defined 

For the purpose of this section, the terms ''defense articles'' and ''defense services'' mean defense articles and defense services as defined in section 2794(3) and (4) of this title

4.
Statutory Authority to Lease or Use Army Property
· 10 U.S.C. § 2667:  General leasing authority.

Title 10 Sec. 2667. - Leases: non-excess property of military departments

(a) Whenever the Secretary of a military department considers it advantageous to the United States, he may lease to such lessee and upon such terms as he considers will promote the national defense or be in the public interest, real or personal property that is - 

(1) Under the control of that department; and 

(2) Not excess property, as defined by section 3 of the Federal Property and Administrative Services Act of 1949 (40 U.S.C. 472). 

(b) A lease under subsection (a) - 

(1) May not be for more than five years, unless the Secretary concerned determines that a lease for a longer period will promote the national defense or be in the public interest; 

(2) May give the lessee the first right to buy the property if the lease is revoked to allow the United States to sell the property under any other provision of law; 

(3) Shall permit the Secretary to revoke the lease at any time, unless he determines that the omission of such a provision will promote the national defense or be in the public interest; 

(4) shall provide for the payment (in cash or in kind) by the lessee of consideration in an amount that is not less than the fair market value of the lease interest, as determined by the Secretary; and 

(5) may provide, notwithstanding section 321 of the Act of June 30, 1932 (40 U.S.C. 303b), or any other provision of law, for the alteration, repair, or improvement, by the lessee, of the property leased as the payment of part or all of the consideration for the lease. 

(c) 
(1) In addition to any in-kind consideration accepted under subsection (b) (5), in-kind consideration accepted with respect to a lease under this section may include the following: 

(A) Maintenance, protection, alteration, repair, improvement, or restoration (including environmental restoration) of property or facilities under the control of the Secretary concerned. 

(B) Construction of new facilities for the Secretary concerned. 

(C) Provision of facilities for use by the Secretary concerned. 

(D) Facilities operation support for the Secretary concerned. 

(E) Provision of such other services relating to activities that will occur on the leased property as the Secretary concerned considers appropriate. 

(2) In-kind consideration under paragraph (1) may be accepted at any property or facilities under the control of the Secretary concerned that are selected for that purpose by the Secretary concerned. 

(3) Sections 2662 and 2802 of this title shall not apply to any new facilities whose construction is accepted as in-kind consideration under this subsection. 

(4) In the case of a lease for which all or part of the consideration proposed to be accepted by the Secretary concerned under this subsection is in-kind consideration with a value in excess of $500,000, the Secretary concerned may not enter into the lease until 30 days after the date on which a report on the facts of the lease is submitted to the congressional defense committees. 

(d) 
(1) 
(A) The Secretary of a military department shall deposit in a special account in the Treasury established for such military department the following: 

(i) All money rentals received pursuant to leases entered into by that Secretary under this section. 

(ii) All proceeds received pursuant to the granting of easements by that Secretary under sections 2668 and 2669 of this title. 

(iii) All proceeds received by that Secretary from authorizing the temporary use of other property under the control of that military department. 

(B) Subparagraph (A) does not apply to the following proceeds: 

(i) Amounts paid for utilities and services furnished lessees by the Secretary of a military department pursuant to leases entered into under this section. 

(ii) Money rentals referred to in paragraph (4) or (5). 

(C) Subject to subparagraphs (D) and (E), the proceeds deposited in the special account of a military department pursuant to subparagraph (A) shall be available to the Secretary of that military department, in such amounts as provided in appropriation Acts, for the following: 

(i) Maintenance, protection, alteration, repair, improvement, or restoration (including environmental restoration) of property or facilities. 

(ii) Construction or acquisition of new facilities. 

(iii) Lease of facilities. 

(iv) Facilities operation support. 

(D) At least 50 percent of the proceeds deposited in the special account of a military department under subparagraph (A) shall be available for activities described in subparagraph (C) only at the military installation where the proceeds were derived. 

(E) The Secretary concerned may not expend under subparagraph (C) an amount in excess of $500,000 at a single installation until 30 days after the date on which a report on the facts of the proposed expenditure is submitted to the congressional defense committees. 

(2) Payments for utilities and services furnished lessees pursuant to leases entered into under this section shall be credited to the appropriation account or working capital fund from which the cost of furnishing the utilities and services was paid. 

(3) Not later than March 15 each year, the Secretary of Defense shall submit to the congressional defense committees a report which shall include - 

(A) an accounting of the receipt and use of all money rentals that were deposited and expended under this subsection during the fiscal year preceding the fiscal year in which the report is made; and 

(B) A detailed explanation of each lease entered into, and of each amendment made to existing leases, during such preceding fiscal year. 

(4) Money rentals received by the United States directly from a lease under this section for agricultural or grazing purposes of lands under the control of the Secretary of a military department (other than lands acquired by the United States for flood control or navigation purposes or any related purpose, including the development of hydroelectric power) may be retained and spent by the Secretary concerned in such amounts as the Secretary considers necessary to cover the administrative expenses of leasing for such purposes and to cover the financing of multiple-land use management programs at any installation under the jurisdiction of the Secretary. 

(5) Money rentals received by the United States from a lease under subsection (f) shall be deposited into the account established under section 2906(a) of the Defense Base Closure and Realignment Act of 1990 (part A of title XXIX of Public Law 101-510; 10 U.S.C. 2687 note). 

(e) The interest of a lessee of property leased under this section may be taxed by State or local governments. A lease under this section shall provide that, if and to the extent that the leased property is later made taxable by State or local governments under an Act of Congress, the lease shall be renegotiated. 

(f) 
(1) Notwithstanding subsection (a)(3) [1] or the Federal Property and Administrative Services Act of 1949 (to the extent such Act is inconsistent with this subsection), pending the final disposition of real property and personal property located at a military installation to be closed or realigned under a base closure law, the Secretary of the military department concerned may lease the property to any individual or entity under this subsection if the Secretary determines that such a lease would facilitate State or local economic adjustment efforts. 

(2) Notwithstanding subsection (b)(4), the Secretary concerned may accept consideration in an amount that is less than the fair market value of the lease interest if the Secretary concerned determines that - 

(A) A public interest will be served as a result of the lease; and 

(B) The fair market value of the lease is

(i) Unobtainable, or 

(ii) Not compatible with such public benefit. 

(3) Before entering into any lease under this subsection, the Secretary shall consult with the Administrator of the Environmental Protection Agency in order to determine whether the environmental condition of the property proposed for leasing is such that the lease of the property is advisable. The Secretary and the Administrator shall enter into a memorandum of understanding setting forth procedures for carrying out the determinations under this paragraph. 

(4) 
(A) Notwithstanding the National Environmental Policy Act of 1969 (42 U.S.C. 4321 et seq.), the scope of any environmental impact analysis necessary to support an interim lease of property under this subsection shall be limited to the environmental consequences of activities authorized under the proposed lease and the cumulative impacts of other past, present, and reasonably foreseeable future actions during the period of the proposed lease. 

(B) Interim leases entered into under this subsection shall be deemed not to prejudice the final disposal decision with respect to the property, even if final disposal of the property is delayed until completion of the term of the interim lease. An interim lease under this subsection shall not be entered into without prior consultation with the redevelopment authority concerned. 

(C) Subparagraphs (A) and (B) shall not apply to an interim lease under this subsection if authorized activities under the lease would - 

(i) Significantly affect the quality of the human environment; or 

(ii) Irreversibly alter the environment in a way that would preclude any reasonable disposal alternative of the property concerned. 

(g) 
(1) If a proposed lease under subsection (a) involves only personal property, the lease term exceeds one year, and the fair market value of the lease interest exceeds $100,000, as determined by the Secretary concerned, the Secretary shall use competitive procedures to select the lessee. 

(2) Not later than 45 days before entering into a lease described in paragraph (1), the Secretary concerned shall submit to Congress written notice describing the terms of the proposed lease and the competitive procedures used to select the lessee. 

(3) Paragraph (1) does not apply to a renewal or extension of a lease by the Secretary of the Navy with a selected institution for operation of a ship within the University National Oceanographic Laboratory System if, under the lease, each of the following applies: 

(A) Use of the ship is restricted to federally supported research programs and to non-Federal uses under specific conditions with approval by the Secretary of the Navy. 

(B) Because of the anticipated value to the Navy of the oceanographic research and training that will result from the ship's operation, no monetary lease payments are required from the lessee under the initial lease or under any renewal or extension. 

(C) The lessee is required to maintain the ship in a good state of repair, readiness, and efficient operating condition, conform to all applicable regulatory requirements, and assume full responsibility for the safety of the ship, its crew, and scientific personnel aboard. 

(h) In this section: 

(1) The term ''congressional defense committees'' means: 

(A) The Committee on Armed Services and the Committee on Appropriations of the Senate. 

(B) The Committee on Armed Services and the Committee on Appropriations of the House of Representatives. 

(2) The term ''base closure law'' means the following: 

(A) Section 2687 of this title. 

(B) The Defense Base Closure and Realignment Act of 1990 (part A of title XXIX of Public Law 101-510; 10 U.S.C. 2687 note). 

(C) Title II of the Defense Authorization Amendments and Base Closure and Realignment Act (Public Law 100-526; 10 U.S.C. 2687 note). 

(3) The term ''military installation'' has the meaning given such term in section 2687(e) (1) of this title. 

(i) This section does not apply to oil, mineral, or phosphate lands

***********************************

· 10 U.S.C. § 2474:  A CITE may lease to or authorize use by private entities unutilized facilities or equipment.

Title 10 Sec. 2474. - Centers of Industrial and Technical Excellence: designation; public-private partnerships

(a) Designation. - 

(1) The Secretary concerned, or the Secretary of Defense in the case of a Defense Agency, shall designate each depot-level activity of the military departments and the Defense Agencies (other than facilities approved for closure or major realignment under the Defense Base Closure and Realignment Act of 1990 (part A of title XXIX of Public Law 101-510; 10 U.S.C. 2687 note)) as a Center of Industrial and Technical Excellence in the recognized core competencies of the designee. 

(2) The Secretary of Defense shall establish a policy to encourage the Secretary of each military department and the head of each Defense Agency to reengineer industrial processes and adopt best-business practices at their Centers of Industrial and Technical Excellence in connection with their core competency requirements, so as to serve as recognized leaders in their core competencies throughout the Department of Defense and in the national technology and industrial base (as defined in section 2500(1) of this title). 

(3) The Secretary of a military department may conduct a pilot program, consistent with applicable requirements of law, to test any practices referred to in paragraph (2) that the Secretary determines could improve the efficiency and effectiveness of operations at Centers of Industrial and Technical Excellence, improve the support provided by the Centers for the armed forces user of the services of the Centers, and enhance readiness by reducing the time that it takes to repair equipment. 

(b) Public-Private Partnerships. - 

(1) To achieve one or more objectives set forth in paragraph (2), the Secretary designating a Center of Industrial and Technical Excellence under subsection (a) may authorize and encourage the head of the Center to enter into public-private cooperative arrangements (in this section referred to as a ''public-private partnership'') to provide for any of the following: 

(A) For employees of the Center, private industry, or other entities outside the Department of Defense to perform (under contract, subcontract, or otherwise) work related to the core competencies of the Center, including any depot-level maintenance and repair work that involves one or more core competencies of the Center. 

(B) For private industry or other entities outside the Department of Defense to use, for any period of time determined to be consistent with the needs of the Department of Defense, any facilities or equipment of the Center that are not fully utilized for a military department's own production or maintenance requirements. 

(2) The objectives for exercising the authority provided in paragraph (1) are as follows: 

(A) To maximize the utilization of the capacity of a Center of Industrial and Technical Excellence. 

(B) To reduce or eliminate the cost of ownership of a Center by the Department of Defense in such areas of responsibility as operations and maintenance and environmental remediation. 

(C) To reduce the cost of products of the Department of Defense produced or maintained at a Center. 

(D) To leverage private sector investment in - 

(i) Such efforts as plant and equipment recapitalization for a Center; and 

(ii) The promotion of the undertaking of commercial business ventures at a Center. 

(E) To foster cooperation between the armed forces and private industry. 

(3) If the Secretary concerned, or the Secretary of Defense in the case of a Defense Agency, authorizes the use of public-private partnerships under this subsection, the Secretary shall submit to Congress a report evaluating the need for loan guarantee authority, similar to the ARMS Initiative loan guarantee program under section 4555 of this title, to facilitate the establishment of public-private partnerships and the achievement of the objectives set forth in paragraph (2). 

(c) Private Sector Use of Excess Capacity. - Any facilities or equipment of a Center of Industrial and Technical Excellence made available to private industry may be used to perform maintenance or to produce goods in order to make more efficient and economical use of Government-owned industrial plants and encourage the creation and preservation of jobs to ensure the availability of a workforce with the necessary manufacturing and maintenance skills to meet the needs of the armed forces. 

(d) Crediting of Amounts for Performance. - Amounts received by a Center for work performed under a public-private partnership shall be credited to the appropriation or fund, including a working-capital fund, that incurs the cost of performing the work. Consideration in the form of rental payments or (notwithstanding section 3302(b) of title 31) in other forms may be accepted for a use of property accountable under a contract performed pursuant to this section. Notwithstanding section 2667(d) of this title, revenues generated pursuant to this section shall be available for facility operations, maintenance, and environmental restoration at the Center where the leased property is located. 

(e) Availability of Excess Equipment to Private-Sector Partners. - Equipment or facilities of a Center of Industrial and Technical Excellence may be made available for use by a private-sector entity under this section only if - 

(1) the use of the equipment or facilities will not have a significant adverse effect on the readiness of the armed forces, as determined by the Secretary concerned or, in the case of a Center in a Defense Agency, by the Secretary of Defense; and 

(2) The private-sector entity agrees - 

(A) to reimburse the Department of Defense for the direct and indirect costs (including any rental costs) that are attributable to the entity's use of the equipment or facilities, as determined by that Secretary; and 

(B) To hold harmless and indemnify the United States from - 

(i) any claim for damages or injury to any person or property arising out of the use of the equipment or facilities, except under the circumstances described in section 2563(c)(3) of this title; and 

(ii) any liability or claim for damages or injury to any person or property arising out of a decision by the Secretary concerned or the Secretary of Defense to suspend or terminate that use of equipment or facilities during a war or national emergency. 

(f) Exclusion of Certain Expenditures From Percentage Limitation. - 

(1) Amounts expended out of funds described in paragraph (2) for the performance of a depot-level maintenance and repair workload by non-Federal Government personnel at a Center of Industrial and Technical Excellence shall not be counted for purposes of applying the percentage limitation in section 2466(a) of this title if the personnel are provided by private industry or other entities outside the Department of Defense pursuant to a public-private partnership. 

(2) The funds referred to in paragraph (1) are funds available to the military departments and Defense Agencies for depot-level maintenance and repair workloads for fiscal years 2002 through 2005. 

(3) All funds covered by paragraph (1) shall be included as a separate item in the reports required under paragraphs (1), (2), and (3) of section 2466(e) of this title. 

(g) Construction of Provision. - Nothing in this section may be construed to authorize a change, otherwise prohibited by law, from the performance of work at a Center of Industrial and Technical Excellence by Department of Defense personnel to performance by a contractor.

5.  Other.
Title 10 Sec. 4553. - Armament Retooling and Manufacturing Support Initiative

(a) Authority for Initiative. - The Secretary may carry out a program to be known as the ''Armament Retooling and Manufacturing Support Initiative''. 

(b) Purposes. - The purposes of the ARMS Initiative are as follows: 

(1) To encourage commercial firms, to the maximum extent practicable, to use eligible facilities for commercial purposes. 

(2) To increase the opportunities for small businesses (including socially and economically disadvantaged small business concerns and new small businesses) to use eligible facilities for those purposes. 

(3) To maintain in the United States a work force having the skills in manufacturing processes that are necessary to meet industrial emergency planned requirements for national security purposes. 

(4) To demonstrate innovative business practices, to support Department of Defense acquisition reform, and to serve as both a model and a laboratory for future defense conversion initiatives of the Department of Defense. 

(5) To the maximum extent practicable, to allow the operation of eligible facilities to be rapidly responsive to the forces of free market competition. 

(6) To reduce or eliminate the cost of Government ownership of eligible facilities, including the costs of operations and maintenance, the costs of environmental remediation, and other costs. 

(7) To reduce the cost of products of the Department of Defense produced at eligible facilities. 

(8) To leverage private investment at eligible facilities through long-term facility use contracts, property management contracts, leases, or other agreements that support and advance the policies and purposes of this chapter, for the following activities: 

(A) Recapitalization of plant and equipment. 

(B) Environmental remediation. 

(C) Promotion of commercial business ventures. 

(D) Other activities approved by the Secretary. 

(9) To foster cooperation between the Department of the Army, property managers, commercial interests, and State and local agencies in the implementation of sustainable development strategies and investment in eligible facilities made available for purposes of the ARMS Initiative. 

(10) To reduce or eliminate the cost of asset disposal that would be incurred if property at an eligible facility was declared excess to the needs of the Department of the Army. 

(c) Availability of Facilities. -  The Secretary may make any eligible facility available for the purposes of the ARMS Initiative. 

(d) Consideration for Leases. - Section 321 of the Act of June 30, 1932 (40 U.S.C. 303b), shall not apply to uses of property or facilities in accordance with the ARMS Initiative. 

(e) Program Support. - 

(1) Funds appropriated for purposes of the ARMS Initiative may be used for administrative support and management. 

(2) A full annual accounting of such expenses for each fiscal year shall be provided to the Committee on Armed Services and the Committee on Appropriations of the Senate and the Committee on Armed Services and the Committee on Appropriations of the House of Representatives not later than March 30 of the following fiscal year

Public Law 103-337 In 1994, the Secretary of Defense (SECDEF) was directed to encourage commercial firms to enter into “partnerships” with depots.

SEC. 337. REUTILIZATION INITIATIVE FOR DEPOT-LEVEL ACTIVITIES.

(a) PROGRAM AUTHORIZED- The Secretary of Defense shall conduct activities to encourage commercial firms to enter into partnerships with depot-level activities of the military departments for the purposes of--

(1) Demonstrating commercial uses of the depot-level activities that are related to the principal mission of the depot-level activities;

(2) preserving employment and skills of employees currently employed by the depot-level activities or providing for the reemployment and retraining of employees who, as the result of the closure, realignment, or reduced in-house workload of such activities, may become unemployed; and

(3) Supporting the goals of other defense conversion, reinvestment, and transition assistance programs while also allowing the depot-level activities to remain in operation to continue to perform their defense readiness mission.

(b) CONDITIONS- The Secretary shall ensure that activities conducted under this section--

(1) Do not interfere with the closure or realignment of a depot-level activity of the military departments under a base closure law; and

(2) Do not adversely affect the readiness or primary mission of a participating depot-level activity.
***********************************

Arsenal Support Program Initiative
Public Law 106-398

TITLE 10 > Subtitle B > PART IV > CHAPTER 431 > Sec. 4539. > Sec. 4551. 
Notes on Sec. 4551. 
SOURCE 
Added Pub. L. 106-398, Sec. 1 ((div. A), title III, Sec. 344(a)(1)), Oct. 30, 2000, 114 Stat. 1654, 1654A-67.
ARSENAL SUPPORT PROGRAM INITIATIVE 
Pub. L. 106-398, Sec. 1 ((div. A), title III, Sec. 343), Oct. 30, 2000, 114 Stat. 1654, 1654A-65, provided that: ''(a) Demonstration Program Required. - To help maintain the viability of the Army manufacturing arsenals and the unique capabilities of these arsenals to support the national security interests of the United States, the Secretary of the Army shall carry out a demonstration program under this section during fiscal years 2001 and 2002 at each manufacturing arsenal of the Department of the Army. ''(b) Purposes of Demonstration Program. - The purposes of the demonstration program are as follows: ''(1) To provide for the utilization of the existing skilled workforce at the Army manufacturing arsenals by commercial firms. ''(2) To provide for the reemployment and retraining of skilled workers who, as a result of declining workload and reduced Army spending on arsenal production requirements at these Army arsenals, are idled or underemployed. ''(3) To encourage commercial firms, to the maximum extent practicable, to use these Army arsenals for commercial purposes. ''(4) To increase the opportunities for small businesses (including socially and economically disadvantaged small business concerns and new small businesses) to use these Army arsenals for those purposes. ''(5) To maintain in the United States a work force having the skills in manufacturing processes that are necessary to meet industrial emergency planned requirements for national security purposes. ''(6) To demonstrate innovative business practices, to support Department of Defense acquisition reform, and to serve as both a model and a laboratory for future defense conversion initiatives of the Department of Defense. ''(7) To the maximum extent practicable, to allow the operation of these Army arsenals to be rapidly responsive to the forces of free market competition. ''(8) To reduce or eliminate the cost of Government ownership of these Army arsenals, including the costs of operations and maintenance, the costs of environmental remediation, and other costs. ''(9) To reduce the cost of products of the Department of Defense produced at these Army arsenals. ''(10) To leverage private investment at these Army arsenals through long-term facility use contracts, property management contracts, leases, or other agreements that support and advance the demonstration program for the following activities: ''(A) Recapitalization of plant and equipment. ''(B) Environmental remediation. ''(C) Promotion of commercial business ventures. ''(D) Other activities approved by the Secretary of the Army. ''(11) To foster cooperation between the Department of the Army, property managers, commercial interests, and State and local agencies in the implementation of sustainable development strategies and investment in these Army arsenals. ''(c) Contract Authority. - (1) In the case of each Army manufacturing arsenal, the Secretary of the Army may enter into contracts with commercial firms to authorize the contractors, consistent with section 4543 of title 10, United States Code - ''(A) to use the arsenal, or a portion of the arsenal, and the skilled workforce at the arsenal to manufacture weapons, weapon components, or related products consistent with the purposes of the program; and ''(B) to enter into subcontracts for the commercial use of the arsenal consistent with such purposes. ''(2) A contract under paragraph (1) shall require the contractor to contribute toward the operation and maintenance of the Army manufacturing arsenal covered by the contract. ''(3) In the event an Army manufacturing arsenal is converted to contractor operation, the Secretary may enter into a contract with the contractor to authorize the contractor, consistent with section 4543 of title 10, United States Code - ''(A) to use the facility during the period of the program in a manner consistent with the purposes of the program; and ''(B) to enter into subcontracts for the commercial use of the facility consistent with such purposes. ''(d) Loan Guarantees. - (1) Subject to paragraph (2), the Secretary of the Army may guarantee the repayment of any loan made to a commercial firm to fund, in whole or in part, the establishment of a commercial activity at an Army manufacturing arsenal under this section. ''(2) Loan guarantees under this subsection may not be committed except to the extent that appropriations of budget authority to cover their costs are made in advance, as required by section 504 of the Federal Credit Reform Act of 1990 (2 U.S.C. 661c). ''(3) The Secretary of the Army may enter into agreements with the Administrator of the Small Business Administration or the Administrator of the Farmers Home Administration, the Administrator of the Rural Development Administration, or the head of other appropriate agencies of the Department of Agriculture, under which such Administrators may, under this subsection - ''(A) process applications for loan guarantees; ''(B) guarantee repayment of loans; and ''(C) provide any other services to the Secretary of the Army to administer this subsection. ''(4) An Administrator referred to in paragraph (3) may guarantee loans under this section to commercial firms of any size, notwithstanding any limitations on the size of applicants imposed on other loan guarantee programs that the Administrator administers. To the extent practicable, each Administrator shall use the same procedures for processing loan guarantee applications under this subsection as the Administrator uses for processing loan guarantee applications under other loan guarantee programs that the Administrator administers. ''(e) Loan Limits. - The maximum amount of loan principal guaranteed during a fiscal year under subsection (d) may not exceed - ''(1) $20,000,000, with respect to any single borrower; and ''(2) $320,000,000 with respect to all borrowers. ''(f) Transfer of Funds. - The Secretary of the Army may transfer to an Administrator providing services under subsection (d), and the Administrator may accept, such funds as may be necessary to administer loan guarantees under such subsection. ''(g) Reporting Requirements. - (1) Not later than July 1 of each year in which a guarantee issued under subsection (d) is in effect, the Secretary of the Army shall submit to Congress a report specifying the amounts of loans guaranteed under such subsection during the preceding calendar year. No report is required after fiscal year 2002. ''(2) Not later than July 1, 2001, the Secretary of the Army shall submit to the congressional defense committees (Committees on Armed Services and Appropriations of the Senate and the House of Representatives) a report on the implementation of the demonstration program. The report shall contain a comprehensive review of contracting at the Army manufacturing arsenals covered by the program and such recommendations as the Secretary considers appropriate regarding changes to the program.'

SEC. 111. PILOT PROGRAM ON SALES OF MANUFACTURED ARTICLES AND SERVICES OF CERTAIN ARMY INDUSTRIAL FACILITIES WITHOUT REGARD TO AVAILABILITY FROM DOMESTIC SOURCES.
(a) EXTENSION OF PROGRAM- Subsection (a) of section 141 of the National Defense Authorization Act for Fiscal Year 1998 (Public Law 105-85; 10 U.S.C. 4543 note) is amended by striking `through 2002' in the first sentence and inserting `through 2004'.
(b) USE OF OVERHEAD FUNDS MADE SURPLUS BY SALES- Such section is further amended--
(1) By redesignating subsection (c) as subsection (d); and
(2) By inserting after subsection (b) the following new subsection (c):
`(c) For each Army industrial facility participating in the pilot program that sells manufactured articles and services in a total amount in excess of $20,000,000 in any fiscal year, the amount equal to one-half of one percent of such total amount shall be transferred from the sums in the Army Working Capital Fund for unutilized plant capacity to appropriations available for the following fiscal year for the demilitarization of conventional ammunition by the Army.'.
(c) UPDATE OF INSPECTOR GENERAL'S REVIEW- The Inspector General of the Department of Defense shall review the experience under the pilot program carried out under section 141 of Public Law 105-85 and, not later than July 1, 2003, submit to Congress a report on the results of the review. The report shall contain the views, information, and recommendations called for under subsection (d) of such section (as redesignated by subsection (b) (1)). In carrying out the review and preparing the report, the Inspector General shall take into consideration the report submitted to Congress under such subsection (as so redesignated
6.  Other Legal Authorities

Sec. 2466. - Limitations on the performance of depot-level maintenance of materiel 

(a) Percentage Limitation. - 

Not more than 50 percent of the funds made available in a fiscal year to a military department or a Defense Agency for depot-level maintenance and repair workload may be used to contract for the performance by non-Federal Government personnel of such workload for the military department or the Defense Agency. Any such funds that are not used for such a contract shall be used for the performance of depot-level maintenance and repair workload by employees of the Department of Defense. 

(b) Waiver of Limitation. - 

The Secretary of Defense may waive the limitation in subsection (a) for a fiscal year if - 

(1) 
The Secretary determines that the waiver is necessary for reasons of national security; and 

(2) 
The Secretary submits to Congress a notification of the waiver together with the reasons for the waiver. 

(c) Prohibition on Delegation of Waiver Authority. - 

The authority to grant a waiver under subsection (b) may not be delegated. 

(d) Exception. - 

Subsection (a) shall not apply with respect to the Sacramento Army Depot, Sacramento, California. 

(e) Annual Reports. - 

(1) 
Not later than February 1 of each year, the Secretary of Defense shall submit to Congress a report identifying, for each of the armed forces (other than the Coast Guard) and each Defense Agency, the percentage of the funds referred to in subsection (a) that were expended during the preceding two fiscal years for performance of depot-level maintenance and repair workloads by the public and private sectors, as required by this section. 

(2) 
Not later than April 1 of each year, the Secretary of Defense shall submit to Congress a report identifying, for each of the armed forces (other than the Coast Guard) and each Defense Agency, the percentage of the funds referred to in subsection (a) that are projected to be expended during each of the next five fiscal years for performance of depot-level maintenance and repair workloads by the public and private sectors, as required by this section. 

(3) 
Not later than 60 days after the date on which the Secretary submits a report under this subsection, the Comptroller General shall submit to Congress the Comptroller General's views on whether - 

(A) 
in the case of a report under paragraph (1), the Department of Defense has complied with the requirements of subsection (a) for the fiscal years covered by the report; and 

(B) 
In the case of a report under paragraph (2), the expenditure projections for future fiscal years are reasonable 

Sec. 2304e. - Contracts: prohibition on competition between Department of Defense and small businesses and certain other entities 

(a) Exclusion. - 

In any case in which the Secretary of Defense plans to use competitive procedures for a procurement, if the procurement is to be conducted as described in subsection (b), then the Secretary shall exclude the Department of Defense from competing in the procurement. 

(b) Procurement Description. - 

The requirement to exclude the Department of Defense under subsection (a) applies in the case of a procurement to be conducted by excluding from competition entities in the private sector other than - 

(1) 
small business concerns in furtherance of section 8 or 15 of the Small Business Act (15 U.S.C. 637 or 644); or 

(2) 
entities described in subsection (a)(1) of section 2323 of this title in furtherance of the goal specified in that subsection

7.  Policy Documents
AR 700-90 (Extract)

3-6. Use of Army arsenals and factories 
a. The Army Arsenal Act ( 10 USC 4532 ), provides (in part) that, "the Secretary of the Army will have supplies needed for the Department of the Army (DA) made in factories or arsenals owned by the United States, so far as those factories or arsenals can make those supplies on an economical basis." Section 4532 does not define the term "supplies." The definition of "supplies" for Title 10 is found in 10 USC 101(a)(14) . It states that, "the term 'supplies' includes material, equipment, and stores of all kinds." However, due to the extremely wide variety of "supplies" that the Army uses in the full spectrum of its operations, it is clear that the arsenals cannot provide absolutely all of the "material, equipment, and stores of all kinds" that the Army requires. The scope of the "supplies" that arsenals can manufacture is limited to those they are capable (sufficiently equipped and staffed) of manufacturing and the supplies to be produced are consistent with the general capabilities of the arsenal/factory. The ASA(ALT), acting on behalf of the Secretary of the Army, retains authority to determine which supplies the arsenals can and should make and, therefore, which items will be subject to the "make or buy" analysis of the Army Arsenal Act on a case-by-case basis. The Army Arsenal Act is not applicable to depots. 

b. Make or buy analysis. In those cases where approval is received to conduct the "make or buy" analysis, the evaluation of the Government estimate should include the direct costs and only those indirect costs that would change as a result of changes in the number of items or components manufactured. These costs must include any amounts that represent actual expenditures directly or indirectly attributed to production for such product or services in the Government arsenal/factory. An independent Government cost estimate (IGCE) will be used to develop the "buy" cost. If it is unclear whether "make" or "buy" is more economical, real competition will be used to decide. 

c. Defense Working Capital Fund, Army (DWCFA) production industrial facilities are authorized to sell to the private sector. Funds must be available to pay the expenses as bills become due to the DWCFA industrial facility. The DWCFA industrial facility is required to charge the fully burdened cost of performance. 

(1) The authority in 10 USC 2208(j) is limited to sale of articles or services to fulfill a DOD contract. 

(2) The authority in 10 USC 4543 is limited to Army GOGO production installations selling manufactured articles or services to a person outside DOD. This authority is vested in the major subordinate commander over the facility concerned. 

5-1. General 
a. The intent of the Army-owned industrial base is to be postured to support the force structure with efficient, economical, practical, responsive, multi-functional, environmentally responsible, and compliant facilities. 

b. The policies in this chapter apply to purchase, construction or use of Government-owned property, or re-certification of the need for Government property to successfully deliver the product. 

c. To the maximum extent possible and except as otherwise provided by law, all cost associated with the industrial base will be reflected in product or service prices. 

d. Direct funding for reserve industrial capacity will be an exception and justified based upon benefit to national security. 

5-2. Justification for the Army owning industrial facilities 
The Army will rely on the private sector for support of defense production to the maximum extent practical. When market analysis and industrial capability assessment confirms that the private sector is either inadequate or unavailable to reliably provide critical materiel needs, an essential nucleus of Government-owned facilities may be established or retained. This documentation will remain on file to justify why Government facilities are essential to national security. Government facilities may be considered essential when no commercial producer can be induced to supply needed items, to ensure continued availability of important capabilities and capacities in time of national emergency, or Government facilities are more efficient or economical than private industry. Cost benefit analysis will be documented in a Determination and Findings before executing a "facility project." ( DFARS 245.302 and 10 USC 2535 .) 

5-3. Sizing industrial capacity 
Army-owned industrial facilities should be sized to operate in a cost effective manner in support of future years' defense programs. Accelerated production for contingencies and emergencies will plan on using multiple shifts in lieu of retaining or acquiring additional Government property. Also, consideration will be given to outsourcing production of parts and components. The Army's goal is 75 percent utilization of one shift consistent with economics and program objectives. Chemical processes that must operate 24 hours a day will develop a comparable metric. (10 USC 2535 and DODD 5000.60 .) 

5-4. Government-furnished property 
The regulations for management of Government-furnished property are FAR Part 45 and DFARS Part 245 . 

5-5. Capital investments 
a. All capital investments at Army working capital fund GOGOs will be in accordance with DOD Financial Management Regulation 7000.14R, volume 11b, chapter 58 and DFAS-IN Manual 37-100-FY . Capital investments for new starts or commercial business that exceed $5 million must be approved by ASA(FM&C). Policy guidance associated with capital investments for Army pilot programs will be issued by ASA(ALT) under individual policy memorandums. 

b. At GOCOs and COCOs, higher authority policies on furnishing Government property are in appendix D of this regulation. ( FAR Part 45 and DFARS Part 245) Army policies are as follows: 

(1) Capital investments will be identified as an inherent part of competitive solicitations. Contractors will be challenged to determine how to meet the objectives in the solicitation. Solicitations will rely on performance specifications and non-Government standards. Government financed capital investment at a GOCO or COCO will be based on terms in the competitively selected contractor's proposal for supply item(s) or site management. This guidance does not apply to capital investments under the auspices of the ARMS Program. 

(2) Capital investments will be funded in accordance with the terms of the contract, which are based on the competitively selected contract proposal. Acquisition teams will determine the need for programming and budgeting PBS projects based on their professional judgment, which anticipates the most likely "best value" solution. Since actual capital investments will be based on the successful contractor's 

(3) The Army will minimize investing in manufacturing processes (such as, plating) that use hazardous materials (HAZMATs) or generate environmental pollutants. Extensive market analysis will be conducted for specialty shops that perform these operations. If capability does not exist, centralized Government facilities will be modified to manufacture multiple products in lieu of vertical manufacturing. Investments in these types of operations must document why Government investment is the best solution. Army facilities using HAZMATs or generating environmental pollutants will have plans that address how those facilities will minimize spills of oil, HAZMATs, and other pollutants in accordance with AR 200-1 , paragraph 3-3. 

(4) Contractors selected competitively to operate an industrial installation or deliver supplies may propose construction or capital investment to Government real property. The contractor will manage these projects, but the Corps of Engineers will review the contractor's design. There are mandatory approvals of construction projects in AR 415-15 that must be followed, and execution of contracts must consider these constraints in their execution plans. Congress must approve construction exceeding the unspecified minor military construction threshold established in 10 USC 2805 . ( DODD 4275.5 , paragraph 5.1.4.) Title to real property improvements made by the contractor are vested in the Government. ( FAR 52.245 .) 

(5) Capital investments at COCOs will be limited to personal property and exclude installation costs. This will avoid ambiguities of Army owning real estate (such as, foundations) at COCOs. 

(6) Noncompetitive requests for capital investments will be supported by an economic analysis or include a valid justification for exemption. The useful life of the investment must consider contract terms and equitable adjustments to recoup Government investment ( AR 11-18 ). If the investment is amortized beyond the period of contract performance or the POM, approval by Deputy Assistant Secretary of the Army (Policy and Procurement) is required. 

(7) Plant equipment will not be defined as special tooling or special test equipment to avoid the determination and finding provisions in paragraph 5.3 of DODD 4275.5 and DFARS Part 245 . 

(8) Capital investment projects directly funded by the Army will not include profit or fee because their purpose is to enable the contractor to provide the product or service being procured. 

c. When existing property is being replaced, value associated with the property being replaced can be used as credit toward the price of the new item. All exchanges/sales will comply with 10 USC 481(c) , 41 CFR Part 101-46 , DOD 4140.1-R (section 6.2), DFARS 217.70 , and AR 725-1 . 

5-6. Phase-down in Government ownership of property 
a. The Army will have a well-defined plan for phase-down of Government-owned industrial plants for manufacturing industrial reserve machine tools and other industrial manufacturing equipment in accordance with DODD 4275.5 , enclosure 1, paragraph E1.1.2. 

b. Configuration of the Army-owned industrial base will be analyzed comprehensively as part of the QDR. As a minimum, the analysis will consist of market analyses, cost to consolidate capability into fewer installations, and feasibility of more private ownership. The Army property manager, disposal agent, and PMs will team to complete a business case analysis. The analysis will include the private sector's interest in buying the property. 

c. It is important that the Army maintain documentation on Army-owned industrial property and its environmental condition. Holding agencies must prepare due diligence documentation ( 41 CFR Part 101-47.202-2 ) required to sell industrial property or transfer title. Documentation for environmental site assessments will be in accordance with standards E1527-00 and E1903-97 from American Society for Testing and Materials (ASTM) International. This is essential to enable immediate disposal (not to exceed three years) after decision is made to abolish an arsenal or Government-owned factory. ( 10 USC 4532) 

d. Excess to ownership. When a facility is no longer required for peacetime production but its capacity would be needed to support the force levels outlined in retention criteria established by the Secretary of Defense, consideration will be given to offering that facility for sale, subject to the stipulation that its capacity for defense production will be maintained. The decision to offer the facility for sale will take into consideration the benefit of the contractor retaining reserve capability. 

e. Disposal plans that identify resource requirements will be prepared within six months after an industrial installation is approved as excess. Disposal agent will market excess property to tap its asset value. Disposals will be prioritized to execute those parcels that yield the best payback. Normal disposal practice is to sell "as-is, where-is." References for disposal are DOD 4160.21-M (chap 10), DOD 6055.9 Standard (chap 12) and AR 405-90 (app D). If property is contaminated with HAZMATs the following policies apply: 

(1) Sections 9601 - 9675 , Title 42, United States Code (The Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA), Public Law 96-510 ) generally prevent a transferor of real property from contracting away the CERCLA-imposed obligation to remediate contaminated real property. However, disposal plans will use Early Transfer Authority if appropriate for contaminated real estate pursuant to the 42 USC 9620(h). A contract with the buyer for environmental remediation can be credit toward compensation for the property. 

(2) Restrict sale of the property to qualified and bonded buyers. 

(3) Exceptions to selling the property "as-is, where-is" policy are permitted when decontamination will increase the proceeds from sale more than it costs to decontaminate the property. 

5-7. Commercial Use of Government-owned industrial installations 
Commercial use of underutilized and unutilized industrial facilities is encouraged as a means to reduce product and ownership costs, protect state and local economies, maintain critical skills and technological base, maintain/modernize infrastructure, encourage contractor investment, and reduce environmental cost. This use is authorized by 10 USC 2667. Commercial use of GOCO ammunition installations is also authorized by 10 USC 4551 , 10 USC 4552 , 10 USC 4553 , 10 USC 4554 , and 10 USC 4555 . The installation commander will only authorize commercial use at an installation if the following conditions exist: 

a. Use by commercial entities is more economical than excessing or reconfiguring military missions. 

b. Commercial use does not adversely affect accomplishment of the military mission. 

c. Market analysis of commercial demand concludes there is realistic potential for profit and the best use of underutilized property is identified. 

d. A site manager is selected competitively to develop the commercial business base. 

e. The site manager relies on venture capital or loan guarantee program to attract commercial tenants. 

f. Environmental requirements. Environmental baseline survey is accomplished before occupancy to ensure the chemicals identified on the future commercial tenant's material safety data sheets are documented. GOCO facility contractors and lessees will assume sole responsibility for managing and disposing of hazardous waste, as well as prohibiting storage, disposal, or treatment of non-DOD-owned hazardous waste, in accordance with the requirements of AR 200-1, paragraph 1-30. Tenants will be required to certify that a pollution prevention plan will be developed, tracked and funded. Also an environmental management plan will be developed to identify the aspects of their operation that impact the environment. Tenant will ensure that any land-use controls imposed on the subject real estate are maintained. This may include restrictions against digging in certain areas, use of groundwater for drinking purposes, or requirements to maintain a fence around a cleanup site, and so forth. Tenants will be required to comply with all federal, state and local environmental laws and regulations. 

g. Care and protection of Government property will be a part of plans delivered to the Government as part of the contractor's competitive proposal. 

h. Use of Government property for commercial business must comply with commercial pricing practices when they exist so as not to cause a competitive advantage for the firms locating on the Government installation. If no commercial rental or use guide is available, the contracting officer will establish rates based on FAR 52.245-9 Deviation Formulas that are equal to or greater than those rates in the use and charges clause. 

APPENDIX B:  Definitions

ACQUISITION PLAN (AP):  The AP addresses the technical, business, management, and other significant considerations that will control acquisition. The Contracting Office representative on the CA study team will prepare and maintain the AP.

ACQUISITION PLANNING:  The process by which the efforts of all personnel responsible for an acquisition are coordinated and integrated for a comprehensive plan for fulfilling the agency need in a timely manner and at a reasonable cost.

BIDDER:  A bidder is a prospective contractor who submits a one-time offer, called a "bid" to the government in response to the government's Invitation for Bid (IFB). The IFB is the solicitation document used in sealed bid contracting. Contract award will be made to the responsible bidder who was responsive to the requirements stated in the IFB and whose bid was the lowest price.

COMMERCE BUSINESS DAILY (CBD):  CBD is the public notification media by which U.S. Government agencies identify proposed contract actions and contract awards. The CBD is published in five or six daily editions weekly, as necessary.

COMMERCIAL ACTIVITIES:  The term commercial activity is used in the governmental context to identify those activities that the government performs with its employees or resources but could obtain from private-sector sources. Commercial activities are in contrast to "inherently governmental" activities.

COMMERCIAL SOURCE:  A commercial source is any business or other concern that is eligible for contract award in accordance with Federal Acquisition Regulations.

COMMON/"WASH" COSTS:  Costs that will be incurred regardless of the outcome of the cost competition and are, therefore, not included in the cost comparison (e.g. government-furnished property, security clearance processing, quality assurance, utilities, and other facilities support services).

COMPETITION:  Competition occurs when two or more parties independently attempt to secure the business of a customer by offering the most favorable terms or highest quality service or product. Competition in relation to government activities is usually categorized in three ways: (1) public versus private, in which public-sector organizations compete with the private sector to conduct public-sector business; (2) public versus public, in which public-sector organizations compete among themselves to conduct public-sector business; and (3) private versus private, in which private-sector organizations compete among themselves to conduct public-sector business.

CONDITIONAL AWARD:  A contract award made upon the initial decision in a cost competition involving a negotiated acquisition. Contractor performance is conditioned on the offeror's proposal being the most advantageous offer.

CONTRACT ADMINISTRATION:  Contract administration includes those inherently governmental activities performed by warranted contracting officers, contract administrators, the contracting officer's representative, and related payment evaluation staff. Contract administration is not to be confused with contract quality control, performance evaluation, or inspection, which are defined as commercial activities by AR 5-20.

CONTRACT DATA REQUIREMENT LIST (CDLR). A list of data requirements that the contractor will be obligated to deliver under the contract, with the exception of data specifically required by standard contract clauses.  Items in this list are commonly referred to as “deliverables”

CONTRACT DISCREPANCY REPORT:  A report used by quality assurance evaluators (QAE) to document unsatisfactory performance by the contractor.

CONTRACTING OFFICER (KO):  A contracting officer is the only person with the authority to create, modify, or terminate a contract. The contracting officer is the only official who can obligate the government through a contract.

CONTRACTING OFFICER'S REPRESENTATIVE (COR):  The COR is the individual appointed in writing by the contracting officer and delegated specific authority to monitor contractor performance.

CONTRACTING OUT:  Contracting out is the hiring of private-sector firms or nonprofit organizations to provide goods or services for the government. Under this approach, the government remains the financier and has management and policy control over the type and quality of goods or services to be provided. Thus, the government can replace contractors that do not perform well.

CONTRACTOR LOGISTICS SUPPORT (CLS):  The performance of maintenance and/or material management functions for a system by a commercial activity. Historically done on an interim basis until systems support could be transitioned to an organic capability. Current policy now allows for the provision of system support by contractors on a long-term basis. Also called Long-Term Contractor Logistics Support.
CONTRACTOR-OWNED CONTRACTOR-OPERATED (COCO):  A facility owned and operated by a contractor.

CONVERSION FROM CONTRACT:  Conversion from contract to in-house performance (sometimes referred to as "re-federalization") means the change of a commercial activity from performance by contract with a commercial source to performance by federal employees with government resources. Unless the activity is performed by ten or fewer contract employees, a Transfer Cost Competition Study must be conducted before the conversion. "Conversion from contract" also includes the conversion of expansions and/or new requirements (work) from contract performance to in-house performance.

CONVERSION TO CONTRACT:  A conversion to contract is the change of performance of a commercial activity from in-house performance by federal employees to performance by a commercial source.

CORE CAPABILITY:  A core capability is a commercial activity operated by a cadre of highly skilled employees, in a specialized technical or scientific development area, to ensure that a minimum capability is maintained. The core capability does not include the skills, functions or FTEs that may be retained in-house for reasons of National Defense, including military mobilization, security or rotational necessity, or to the patient care or research and development activities as provided in AR 5-20.

CORE COMPETENCIES: Those core logistics-related depot-level maintenance capabilities that serve as the Department’s necessary ready and controlled source of technical ability, expertise, and resources. Core competencies are the set of depot-level maintenance capabilities necessary to enable the armed forces to fulfill the strategic and contingency plans prepared by the Joint Chiefs of Staff and for which the Military Departments believe the DoD should be a recognized leader in the national technology and industrial base. Core competencies ensure that DoD depot-level maintenance activities are prepared to and actually do execute depot-level maintenance in an effective, efficient, and timely manner.

COST-PLUS-AWARD-FEE CONTRACT:  A cost-plus-award-fee contract is a cost-reimbursement contract that provides for a fee consisting of a base fee amount (which may be zero) fixed at inception of the contract, and an award amount, based upon a judgmental evaluation by the government, sufficient to provide motivation for excellence in contract performance.

COST-REIMBURSEMENT CONTRACT:  Cost reimbursement contracts are suitable for use only when uncertainties involved with contract performance do not permit costs to be estimated with sufficient accuracy (FAR 16.301). The contractor would then be reimbursed for allowable expenses within a pre-established ceiling.

CURRENT OPERATIONS:  This describes the organization, as it exists at the outset of the study, including staffing, organization facilities, equipment, and any problems that affect efficient operation.

DEPOT-LEVEL MAINTENANCE (also known as depot maintenance): The processes of materiel maintenance or repair involving the overhaul, upgrading, or rebuilding of end items, parts, assemblies, or subassemblies, and the testing and reclamation of such equipment as necessary (regardless of the source of funds for the maintenance or repair and irrespective of the location at which the maintenance is performed). Depot maintenance includes all aspects of software maintenance as well as interim contractor support or contractor logistics support (or any similar contract support), to the extent that such support is for the performance of the maintenance or repair outlined above. Depot maintenance includes the installation of parts for modifications; it does not include the procurement of major modifications or upgrades to improve weapon system performance or the parts for safety modifications. Depot maintenance also does not include nuclear aircraft carrier refueling.

DEPOT-LEVEL MAINTENANCE ACTIVITY: A specific DoD-owned and -operated facility established, equipped, and staffed to carry out depot-level maintenance. DoD depot-level maintenance activities accomplish a wide range of depot-level maintenance processes including overhaul, conversion, activation, inactivation, renovation, analytical rework, repair, modifications and upgrades, inspection, manufacturing, reclamation, storage, software support, calibration, and technical assistance. Field-level maintenance sites authorized to accomplish a specific depot-level repair or a narrow range of such repairs or maintenance are not depot-level maintenance activities.

DIVESTITURE:  Divestiture involves the sale of government-owned assets or commercial-type functions or enterprises. After divestiture, the government generally has no role in the financial support, management, regulation, or oversight of the divested activity.

FIRM-FIXED-PRICE CONTRACT:  A firm-fixed-price contract uses the basic profit motive of business enterprise. It is used when the risk involved is minimal or can be predicted with an acceptable degree of certainty.

FRANCHISING OF EXTERNAL SERVICES:  Under the franchising of external services, the government grants a concession or privilege to a private sector entity to conduct business in a particular market or geographical area--for example, operating concession stands, hotels, and other services provided in certain national parks. The government may regulate the service level or price, but users of the service pay the provider directly.

FRANCHISING OF INTERNAL SERVICES:  Under the franchising of internal services, government agencies provide administrative services to other government agencies on a reimbursable basis. Franchising gives agencies the opportunity to obtain administrative services from another governmental entity instead of providing them for themselves. In the federal government, these arrangements are often called interservice support agreements (ISSA).

FULL-COST COMPETITION STUDY:  A process that develops the PWS and MEO, solicits bids or offers, and compares the in-house cost with the cost of the bidder or offeror to determine whether to continue or change the method of performance. (Also see "cost competition.")

FULL-TIME EQUIVALENT:  A position that involves the planned use of 2,087 straight-time paid hours in a fiscal year (to include authorized leave and paid time off for training); for example, two part-time employees, each working a total of 2,087 straight time paid hours in a FY equals one FTE.

FUNCTIONAL ACTIVITIES:  Those installation-level activities responsible for producing a product or service

GENERAL AND ADMINISTRATIVE OVERHEAD:  Identifies personnel outside the organization under study and exclusive of the first supervisory level above the organization under study. This includes such functions as civilian personnel, resource management, legal, procurement, and so forth.

GOVERNMENT-FURNISHED PROPERTY (GFP):  Government facilities and equipment on hand, programmed for use by the MEO, and offered to prospective bidders "as is."

GOVERNMENT-OWNED CONTRACTOR-OPERATED (GOCO):  A facility owned by the government and operated by a contractor.

IMPLEMENTATION DATE:  The date the contract becomes effective and the contractor begins operation, or the date the installation fully implements the MEO.

INDEPENDENT GOVERNMENT ESTIMATE (IGE):  The IGE is the government's estimate of the costs the private sector would charge to do the work. Not to be confused with the in-house cost estimate (which may not be revealed to any official involved with the selection of the contractor to compete against the in-house cost estimate), the IGE is used by the contracting officer during negotiations with contractors for comparing the cost of doing business. It is used to ensure the contractors' cost estimates are not buy-ins or their costs elevated. Therefore, the IGE documents cost estimates for all of the elements that contribute to the contract price.

INDEPENDENT REVIEW (IR):  The independent review is completed by an activity outside the activity doing the CA study. The independent reviewer will substantiate the currency, reasonableness, accuracy, and completeness of costs that can be determined before cost comparison. This includes assuring the in-house cost estimate is based on the same PWS contained in the solicitation.

INDEPENDENT REVIEWER:  The official(s) who certifies prior to bid opening that the government's performance and cost comparison estimates have been prepared in accordance with AR 5-20.

INDIRECT STAFFING:  Personnel involved in support of producing the outputs of the functions under study whose efforts cannot be traced directly to a unit of output.

IN-HOUSE COST ESTIMATE:  The in-house cost estimate is the government's bid. It is based on the MEO, which is developed during the Management Study. The staffing required to do the workload specified in the PWS is the basis for the in-house cost proposal (estimate).

IN-HOUSE PERFORMANCE:  The performance of work by Army employees, including military, civilian, and non-appropriated fund employees.

INTRAGOVERNMENTAL SUPPORT (IGS):  Support provided by a DoD activity to a non-DOD federal activity and vice versa.

NTEGRATED LOGISTIC SUPPORT (ILS) ELEMENTS:  A traditional group of items, that taken together constitute integrated logistics support. These include: maintenance planning; maintenance support facilities; direct work maintenance staffing; supply support; support equipment; training and training support; technical data; packaging, handling, storage, and transportation; and computer resources support.
INVENTORY:  The CA inventory is a listing of all in-house and contracted commercial activities governed by AR 5-20, including the work years or FTEs expended on each CA during the preceding fiscal year.

INVITATION FOR BID (IFB):  A document that communicates government requirements to prospective contractors and is used in the sealed process.

JOINT VENTURES:  See public-private partnership.

LOGISTICS CAPABILITIES: Parameters of logistics operations described in terms of mission requirements to include measures for mission capable rate, operational availability and frequency, and duration of preventive or scheduled maintenance actions.

LOGISTICS FUNDING PROFILE (LFP):  That portion of the budget necessary to execute the acquisition logistics plan through its lifecycle.

LOGISTICS MANAGEMENT INFORMATION (LMI):  A single source of validated, integrated, deign-related logistics data pertaining to an acquisition program.

LOGISTICS SUPPORTABILITY:  The degree of ease to which system design characteristics and planned logistics resources (including the logistics support elements) allow for the meeting of system availability and usage requirements.

MAINTAINABILITY:  The ability of an item to be retained in, or restored to, a specified condition when maintenance is performed by personnel having specified skill levels, using prescribed procedures and resources, at each prescribed level of maintenance and repair. (See Mean Time To Restore (MTTR).

MAINTENANCE CONCEPT: A brief description of maintenance considerations, constraints, and plans for operational support of the system/equipment under development. A preliminary maintenance concept is developed and submitted as part of the preliminary system operational concept for each alternative solution candidate. A major driver in designing the system/ equipment and the support planned.
MANAGED COMPETITION:  Under managed competition, a public-sector agency competes with private-sector firms to provide public-sector functions or services under a controlled or managed process. This process clearly defines the steps to be taken by government employees in preparing their own approach to performing an activity. The agency's proposal for providing the service, which includes a bid proposal for cost-estimation purposes, is useful in competing directly with private-sector bids.

MANAGEMENT STUDY:  The management study is the document that outlines the changes that will result in the government's MEO to perform the commercial activity in-house. It provides the staffing patterns and operating procedures that serve as a baseline for in-house cost estimates. (This document is referred to as the "Management Plan" in the OMB Circular A-76 Revised Supplemental Handbook.)

MOST EFFICIENT ORGANIZATION (MEO):  In certain circumstances under OMB Circular A-76, agencies that are considering contracting out an activity must first conduct a cost benefit exercise to identify the MEO. The MEO refers to the government's in-house organization that would most efficiently perform a commercial activity after a managed competition under A-76. It may include a mix of federal employees and contract support and is used as the basis for measuring all government costs (direct and indirect) and performance against competitive contractor or interservice support agreement (ISSA) offers. To determine the MEO, the in-house activity may reinvent, reorganize and restructure itself, including making capital investments, in order to arrive at the agency's most efficient method of performing the commercial activity. The MEO is the product of the management study and is based upon the PWS.

NEW REQUIREMENT:  A newly established need for a commercial service.

NONDEVELOPMENTAL ITEM (NDI): An item that has been previously developed for use by federal, state, local, or a foreign government and no further development is required.
OFFEROR:  An offeror is a prospective contractor or service provider who submits an offer to the government in response to the government's RFP. The RFP is the solicitation document used in the negotiation. The RFP has the same purpose as the IFB: to communicate government requirements to prospective contractors and to solicit offers from them. The RFP usually calls for separate technical (how) and cost (how much) proposals from the offeror.

OMB CIRCULAR A-76:  OMB Circular A-76 sets forth federal policy for determining whether federal employees or private contractors will perform commercial activities associated with conducting the government’s business. Recent revisions to the A-76 Supplemental Handbook were designed to enhance federal performance through competition and choice, seek the most cost-effective means of obtaining commercial products and support services, and provide new administrative flexibility in agency decisions to convert to or from in-house, contract, or ISSA performance.

OPERATIONS OVERHEAD COSTS:  Those costs incurred by the first supervisory work center one element above and in support of the function under study.

ORGANIZATIONAL ANALYSIS:  This process is used to determine the accurate and complete mission statement of the function. It provides a framework for determining what services (outputs) are provided by the function under study.

OUTSOURCING:  Under outsourcing, a government entity remains fully responsible for the provision of affected services and maintains control over management decisions, while another entity operates the function or performs the service. This approach includes contracting out, the granting of franchises to private firms, and the use of volunteers to deliver public services.

PERFORMANCE-BASED LOGISTICS (PBL): An integrated acquisition and logistics process for buying weapon system capability that delineates outcome performance goals of weapon systems, ensures that responsibilities are assigned, provides incentives for attaining these goals, and facilitates the overall life-cycle management of system reliability, supportability, and total ownership costs. Depot-level maintenance may be a part of life-cycle management requirements.

PERFORMANCE INDICATOR/MEASURE:  The performance indicator is the tool used to measure actual occurrence to the performance standard. The performance indicator determines if the work performed was below, met or exceeded the standard.

PERFORMANCE MEASURES:  Performance measures provide a series of indicators, expressed in qualitative, quantitative, or other tangible terms, that indicate whether current performance is reasonable and cost effective. Performance measures can include workload and output-to-cost ratios, transaction ratios, error rates, consumption rates, inventory fill rates, timeliness measures, completion and back order rates, etc. Quality service measures may include responsiveness rates, user satisfaction rates, etc.

PERFORMANCE WORK STATEMENT (PWS):  A performance work statement is a statement of the technical, functional and performance characteristics of the work to be performed, identifies essential functions to be performed, determines performance factors, including the location of the work, the units of work, the quantity of work units, and the quality and timeliness of the work units. It serves as the scope of work and is the basis for all cost entered in the DA Form 7376-R.

PRIVATIZATION:  The term privatization has generally been defined as any process aimed at shifting functions and responsibilities, in whole or in part, from the government to the private sector.

PRODUCTIVE HOURS:  The number of man-hours per year that an employee would have available to do his/her primary duties -- after subtracting time off for holidays, leave (sick, annual, and administrative), training, and so forth -- if the employee worked an 8-hour day all year. (For full-time/part-time employees 1,776 hours/year; for intermittent employees = 2,007 hours/year.)

PUBLIC-PRIVATE PARTNERSHIP:  A public-private partnership for depot maintenance is an agreement between an organic depot maintenance activity (or its agent) and one or more private industry or other entities to perform work or utilize facilities and equipment. Program offices, inventory control points, and materiel/systems/logistics commands may also be parties to such agreements or be designated to act on behalf of organic depot maintenance activities.

REASONABLE OR COMPETITIVE PRICES:  The expected range of prices resulting from experience obtained through the competitive free enterprise system for like or similar activities. Determinations are to be made by the contracting officer.

RECURRING COMMERCIAL ACTIVITIES:  A recurring commercial activity is one that is required by the government on a consistent and long-term basis. This definition does not imply an hourly, daily, monthly or annual requirement, but must, in a general sense, be repetitive in nature, wherein the expected workload can be reasonably estimated.

REQUEST FOR PROPOSALS (RFP):  The solicitation document used in the negotiation method is the RFP. The RFP usually calls for separate technical (how to perform PWS requirements) and cost (how much) proposals from the offeror.

SOLICITATION:  The formal document containing the PWS, attachments to the PWS such as maps and technical exhibits, and the conditions and terms prospective bidders/offerors must meet for procuring services by contract. (See definitions for Invitation for Bid (IFB) and Request for Proposal (RFP).)

SOURCE SELECTION PLAN (SSP):  The written guide for the source election process. It describes how proposals will be solicited from industry and how they will be negotiated. It reflects who will evaluate proposals, composition of the SSEB, functional areas required to be presented, determination of security needs, and a timetable for contract execution.

SOURCE SELECTION:  The process starting with acquisition and continuing through receipt and evaluation of proposals.

SURVEILLANCE SCHEDULE:  A schedule based on the QASP requirements, which indicates when the various PWS requirements will be monitored. The surveillance must cover all hours of operation to include nights, holidays, and weekends.
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AIF 


Army Industrial Fund

AIS 


Automated Information System

AMC 


U.S. Army Materiel Command

AMCOM 

U.S. Army Aviation and Missile Command

ANAD 


Anniston Army Depot

AoA 


Analysis of Alternatives

AP 


Acquisition Plan

AWCF


Army Working Capital Funds

ASA(ALT) 
Assistant Secretary of the Army (Acquisition, Logistics and Technology) (Formerly ASA(RDA)

ASA(FM&C) 
Assistant Secretary of the Army (Financial Management and Comptroller)

ASA(I&E) 
Assistant Secretary of the Army (Installations and Environment)

ASA(M&RA) 
Assistant Secretary of the Army (Manpower and Reserve Affairs)

BCE 


Baseline Cost Estimate or Base-Level Commercial Equipment

BY 


Budget Year
CaNDI 


Commercial Off-the-Shelf and Non-Developmental Item

CECOM 

U.S. Army Communications and Electronics Command

CFE 


Contractor Furnished Equipment

CLS 


Contractor Logistics Support

COEA 


Cost and Operational Effectiveness Analysis (now AoA)

COR 


Contracting Officers' Representative

COTS 


Commercial Off The Shelf

CPAF 


Cost-Plus-Award Fee

CPFF 


Cost-Plus-Fixed Fee

CPIF 


Cost-Plus-Incentive Fee

DA 


Department of the Army

DARPA 

Defense Advanced Research Projects Agency

DAS(R&T) 

Deputy Assistant Secretary for Research and Technology

DASA 


Deputy Assistant Secretary of the Army

DASA(P) 

Deputy Assistant Secretary of the Army (Procurement)

DASC 


Department of the Army System Coordinator

DFARS 

Defense Federal Acquisition Regulation Supplement

DWCF 


Defense Working Capital Fund
FAR 


Federal Acquisition Regulation

FASA


Federal Acquisition Streamlining Act

FFP 


Firm Fixed Price

FY 


Fiscal Year

FYDP 


Future Year Defense Program

GFE 


Government Furnished Equipment

GFM 


Government Furnished Material

GFP 


Government Furnished Property

GOCO


Government-Owned, Contractor-Operated

GOTS 


Government off-the-shelf

HCA 


Head of the Contracting Agency/Activity

IFB 


Invitation for Bids

K 


Contract

KO 


Contracting Officer

KR 


Contractor

MCA 


Military Construction, Army

NDI 


Non-Developmental Item

NEPA 


National Environmental Policy Act

O&M 


Operation and Maintenance

O&S 


Operations and Support

PWS 


Performance Work Statement

RFP


Request For Proposal

RFQ 


Request for Quotations

SSEB 


Source Selection Evaluation Board

TCO 


Termination Contracting Officer

APPENDIX D:  Partnering Questionnaire
"Is it Working?" 
To determine whether the partnership is working well, answer the following questions. A negative answer indicates an area that must be improved in order to maximize the benefits of partnering.

Are the partners sharing one or more common goals? 

Are each partner's expectations clearly stated initially? 

Are the partners' actions consistent and reliable? 

Is there a real willingness from each partner to make the necessary commitment to the partnership in terms of time and energy? 

Are the partners accountable to each other for their actions? 

Do the partners understand and respect each other's responsibilities as well as honest differences between them? 

Is the partnership achieving synergy (the whole is greater than the sum of the parts)? 

Does each partner expect excellence from the other and give it in return? 

Has communication among the partners been better than "typical" projects? 

Has communication among partners been open, honest, and free-flowing? 

Have concerns and problems been acknowledged at first sign? 

Once recognized, have concerns and problems been dealt with quickly and directly? 

Have the techniques and methods developed for problem-solving and evaluation been helpful and productive? 

Has cooperation among the partners characterized all phases of the work? 

When issues are raised is each partner's response noticeably better than on "typical" projects? 

Do partners respond as a team when issues are raised? 

Is this project moving along noticeably more smoothly than similar projects? 

Were team members who joined the team after the project was started effectively integrated into the partnership? 

Has the team constructed a quality product, on time and under budget? 

Has the team succeeded in developing a mutual, trusting and cooperative relationship during the project? 

Has the user received a meaningful operational capability and has the contractor received a fair and reasonable profit?
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APPENDIX F:  Points of Contract:

Hdqs Army Materiel Command

Industrial Base Capabilities Division, AMCOPS-IEB

9301 Chapek Road

Ft Belvoir, VA 22060-5527
Chief

Luis E. Garcia-Baco

COMM:  (703) 806-8881

DSN: 656-8881

FAX: 703-806-9265

E-mail:  Luis.GarciaBaco@us.army.mil
Taras J. Galysh

COMM:  (703) 806-9247

DSN:  656-9247

E-mail:  Taras.Galysh@us.army.mil
Hdqs Army Materiel Command

Office of Command Counsel
9301 Chapek Road

Ft Belvoir, VA 22060-5527
Mr.  Larry Anderson

COMM:  (703) 806-8763

DSN: 656-8763
The Ground Systems Industrial Enterprise (GSIE)

Includes Anniston Army Depot, Lima Tank Plant, Red River Army Depot, Rock Island Arsenal, Sierra Army Depot, Watervliet Arsenal

http://www.gsie.army.mil/
The Ground Systems Industrial Enterprise (GSIE)

Customer Service for partnerships

http://www.gsie.army.mil/gsie_customer_service.htm
Mr. Gary Taylor

Commercial:  309-782-5397

E-mail:  taylorg@ria.army.mil

Anniston Army Depot

Business Management Office, AMSTA-AN-BM

Frankford Avenue, Anniston, AL 36201-4199

Telephone (256) 235-7247

Bruce Wheeler

DSN 571-7930

COMM: (256) 235-7930

Bruce.wheeler@us.army.mil
Watervliet Arsenal

Production Control and Program Management Office

Telephone (518) 266-4136

OSC

US Army Joint Munitions Command Business Relations Office

Rock Island

Telephone (309) 782-7167


CECOM
Jose Bustillos

DSN 992-7481

Jose.bustillos@us.army.mil
TYAD
Business Management Office

AMSEL-TY-BU

11 Hap Arnold Blvd

Tobyhanna, PA 18466-5051

Tobyhanna Army Depot

http://www.tobyhanna.army.mil
General public to private information:
http://www.tobyhanna.army.mil/toby/cust_serv/cust_serv_faq.html
Ernest Timms

Commercial: (570) 895-7429

DSN:  795-7429

Email:  Ernest.Timms@tobyhanna.army.mil
CCAD 

Corpus Christi Army Depot
http://www.ccad.army.mil/default1.htm
Ms. Carol Bullington, Chief Business Development & Marketing Office

Commercial (361) 961-3132           
Email: carol.bullington@ccad.army.mil 

LEAD 
AMSAM-LE-CO-TO
1 Overash Avenue

Chambersburg, PA 17201-4150
Mark Sheffield

COMM: (717) 267- 8084
DSN:  570-8084

E-Mail: mark.sheffield@us.army.mil
Angela Coons

COMM:  (717) 267-8404

DSN:  570-8404

E-Mail: angela.coons@us.army.mil
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