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The purpose of this document is to assist the Naval Sea Systems Command (NAVSEA) Program Managers (PM) and affiliated Program Executive Officers (PEO), and their Logistics Mangers and functional specialist in implementing Performance Based Logistics (PBL) efforts in the pre-systems acquisition, systems acquisition and system sustainment phases.  This Product Support Document provides a step-by-step process for implementing PBL in accordance with DoD and DoN guidance.

Chapter One is a brief summary of DoD and DoN guidance and provides background regarding the Defense Logistics Transformation that led to the basic tenets of Total Life Cycle Systems Management (TLCSM) and PBL.  Beginning with Chapter Two, the NAVSEA PBL implementation process is explained with the intent of providing sufficient detail to meet DoD/DoN requirements.  Chapter Three summarizes program requirements.  Templates for PBL documentation are provided as well as guidance for completing steps such as Initial Program Assessment to determine whether a PBL strategy is a good fit for a particular program.

This guide addresses the following specific steps involved in PBL implementation: 

PBL Implementation Steps

1. Perform Initial Program Assessment

2. Stand up Integrated Product Team

3. Capture Warfighter User Requirements

4. Develop Tailored Product Support Strategy

5. Develop PEO/Warfighter Performance Based Agreement (PBA) 

6. Conduct Business Case Analysis

7. Develop Product Support Contract/Agreements

8. Manage Support Contract through Product Support Integrator

9. Reassess Support Requirements and Strategy Periodically

CHAPTER 1:  Introduction

Joint Vision 2020, developed by the Joint Staff, is our nation’s military concept for achieving Full Spectrum Dominance that is persuasive in peace, decisive in war, and preeminent in any form of conflict.  One of the four operational concepts described in Joint Vision 2020 is Focused Logistics, defined as the fusion of logistics information and transportation technologies in order to achieve a rapid crisis response and delivery of tailored logistics packages directly to the Warfighter.  The days of the “mass logistics model” of post-World War II have come to an end.  The logistics requirements of the 21st Century represent a significant challenge to managers and personnel throughout the Department of Defense (DoD).  In particular, the increase in Joint operations and reliance on the private sector requires significant cooperation and coordination. 

The DoD and Military Services are transforming logistics support processes from traditional methods to a weapons system product support strategy that is performance-based.  The shift from the traditional approach emphasizes what program managers buy, not who they buy it from.  Instead of buying a set level of repair parts, tools, technical data and training, the new focus is on buying a predetermined level of system availability that meets Warfighter objectives.
The logistics transformation has evolved in parallel with the Federal Government’s Acquisition Reform initiative, and together, they bring to bear the principles of Focused Logistics as presented in Joint Vision 2020.  The evolution of DoD logistics is portrayed in Figure 1-1.  The framework for this transformation to a product support strategy is described in the November 2001 Report of the Defense Product Support Reengineering Team, Product Support for the 21st Century, which provides an implementation plan to achieve the concepts of Focused Logistics with a performance-based logistics strategy.  
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Figure 1-1.  The Evolution of DoD Logistics 

1.1.
From Product Support to Performance Based Logistics
The DoD guide for Program Managers (PMs), Product Support for the 21st Century:  A Program Managers Guide to Buying Performance, describes Performance Based Logistics (PBL) in terms of Product Support.  Specifically, it states that PBL is DoD’s preferred approach for implementing product support.  Product support is defined as a package of logistics support functions necessary to maintain the readiness and operational capability of a system or subsystem.  The product support process is an integral part of the weapon system support strategy that PMs must document as part of their program acquisition strategy and Acquisition Program Baseline (APB).

PBL is a product support strategy that uses performance metrics to measure the level of system availability achieved through the product support process.  The provider of this support can be either organic, commercial, or a combination of each in a public/private partnership.  A PBL product support strategy makes use of Warfighter established weapon system readiness and performance goals and encourages the creation of incentives for attaining these goals through clear lines of authority and responsibility.  Through PBL, the provider is incentivized and empowered to meet overarching customer oriented performance requirements (reliability, availability, etc.) in order to improve operational effectiveness while reducing Total Ownership Cost (TOC).  The PBL weapon system support strategy was developed to bring higher levels of system readiness through efficient management and direct accountability.  

1.1.1.
Traditional Product Support
The traditional DoD product support process is depicted in Figure 1-2.  The process relies on the interaction between two distinct disciplines, acquisition and logistics, to develop and integrate the life cycle support products necessary for sustainment.  
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Figure 1- 2.  Traditional Product Support Model
The acquisition process includes the development of Integrated Logistics Support (ILS) data used to develop specific documents that collectively form the support package of individual elements of logistics.  The appropriate balance, mix and integration of these elements depend on the unique requirements, design characteristics, and operating limits of a weapon system. The case can be made that this process resulted in a segmenting of the support elements across organizations, with each organization maintaining accountability for their respective functions. 

1.1.2.
New Approach – Early Focus on Supportability

As early as possible, and before a formal program is established, actions necessary to achieve significant increases in reliability and reductions in logistics footprint should start.  Pre-acquisition efforts are critical to achieving improved system sustainment.
The pre-acquisition activities should be focused on identifying an affordable, militarily useful capability that is based on proven technology that has been effectively demonstrated in a relevant environment.  This includes the demonstration of key supportability related characteristics as well as new technologies that could be used to reduce the logistics footprint and cost-effectively support the system.     

A key output of these pre-acquisition efforts is the documentation of program capability requirements.  These capability requirements should be developed through Analyses of Alternatives (AoA) to balance capability, life cycle cost, and supportability.   The initial acquisition strategy, including the high-level product support strategy, should be addressed as part of the pre-acquisition phase.  The pre-acquisition timeframe offers the most leverage for positive impact on system supportability and sustainment, and for establishing a competitive product support strategy that could achieve maximum System Operational Effectiveness (SOE).  SOE, as explained in the 20 October 2003 report prepared by the Office of Secretary of Defense, Designing and Assessing Supportability in DoD Weapon Systems: A Guide to Increased Reliability and Reduced Footprint, derives from a number of component factors that can be described in a hierarchical model, as shown in Figure 1-3.  

As can be seen in this SOE model, numerous trade-offs between system performance, availability, and process efficiency are needed to balance weapon systems operational effectiveness and TOC.  To support such trade-offs, the ‘cause-and-effect’ relationships must be made explicit between design decisions and system operations and support. Achieving weapon system supportability is an iterative process of designing in system performance and supportability to achieve Warfighter capability. Consistent with the tenets of the DoD 5000 guidance, closer integration between acquisition and product support systems uses the application of this SOE model to achieve DoD’s objectives.  Maximizing operational effectiveness should include proper attention and balance among all the factors included in the SOE model.
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Figure 1- 3.  System Operational Effectiveness (SOE) Model

(Verma and Gallois, 2001)
1.1.3.
Transition to PBL
DoD and the Services are transitioning to PBL as the means to achieve weapon system support at the lowest possible TOC.  This transition supports the plan to establish PM responsibility for TLCSM and TOC.  Although the transition to PBL does not necessarily mean logistics support will move from DoD/Military providers to industry, we can expect increased management of the supply chain by commercial suppliers.  

An important aspect of a PBL strategy is the development of formal agreements between the PM and the Warfighter, which identify the performance objectives considered most important to the Warfighter.  These PBAs are used as the basis for a contract/agreement, usually long term, in which the provider (organic, commercial, and/or public/private partnership) is incentivized and empowered to meet overarching customer oriented performance requirements (reliability, availability, etc.) in order to improve product support effectiveness while reducing TOC.  

Sources-of-support decisions for PBL do not favor either organic or commercial providers.  The decision should be based upon a best-value determination of a provider’s product support capability to meet set performance objectives.  The major shift from the traditional approach to product support emphasizes what program managers buy, not who they buy it from.  Instead of buying set levels of spares, repair parts, tools, and data, the new focus is on buying a predetermined level of availability to meet the Warfighter’s objectives. 

Each PBL strategy is unique.  PBL suppliers may take on a number of functions normally performed by various DoD Services or agencies.  These functions may include providing and maintaining technical manuals and technical data, maintenance planning, depot level maintenance, determining spare parts requirements, physical distribution, warehousing of material, configuration management and some engineering functions.  Arrangements may be made with industry partners supporting commercially available equipment or government activities supporting military unique equipment.  In addition, industry partners may have government activities functioning as their vendors.  Figure 1- 4 illustrates the full spectrum of PBL arrangements.



1.2.
DoD Policy
The DoD identifies and ascribes specific PBL policies in its DoD policy and guidance documents.  The September 2001 Quadrennial Defense Review stated, “DoD will implement Performance Based Logistics to compress the supply chain and improve readiness for major weapons systems and commodities.” DoD Directive 5000.1, The Defense Acquisition System, states that PMs shall develop and implement performance-based logistics strategies that optimize total system availability while minimizing cost and logistics footprint.  Sustainment strategies shall include the best use of public and private sector capabilities through government/industry partnering initiatives, in accordance with statutory requirements.  DoD Instruction 5000.2, The Operation of the Defense Acquisition System, states that sustainment strategies shall evolve and be refined throughout the weapon system life cycle.  The PM shall ensure that a flexible, performance-oriented strategy to sustain systems is developed and executed. 

DoD guidance for PBL is promulgated in Product Support for the 21st Century: A Program Manager’s Guide to Buying Performance, issued by the Deputy Under Secretary of Defense, Logistics and Materiel Readiness (DUSD (L&MR)) in November 2001.  The guide is a tool for PMs as they design product support strategies for new programs or major modifications for in service systems, or as they reengineer product support strategies for fielded weapon systems.

The DoD has also issued DoD Template for Application of TLCSM and PBL in Weapon System Life Cycle, which is intended to provide PMs, their staff, and logistics participants in the acquisition process a tool to assist them in ensuring that effective sustainment is addressed over the system life cycle.    The template focuses primarily on actions during the acquisition phases, where the greatest opportunities exist to leverage sustainment objectives.  

1.3.
DoN PBL Goals and Strategy 

The Assistant Secretary of the Navy for Research, Development and Acquisition (ASN (RD&A)) promulgated the Performance Based Logistics (PBL) Guidance Document 27 January 2003.  This document states that PBL has become the preferred product support strategy within DoD and is a principle component of TLCSM.  The guidance document directs PMs to use sound business judgment when selecting between alternative logistics support strategies.  It further states that PBL should only be implemented when it improves Warfighter support and makes good business sense.  Regardless of whether or not a PBL strategy is selected, the decision rationale must be documented and retained in the program office files.  Meeting the DoN PBL goal, as set forth in the Department of Navy (DoN) PBL Guidance Document, requires a concerted and coordinated effort between the Fleet – in the generation of support performance requirements; and the PM – in the overall process of systems acquisition, sustainment and recurring assessment of metrics and cost.  

1.4.
PBL Framework
Warfighter requirements impact the PBL development process as illustrated in Figure 1-5.  A challenge of PBL strategy development is to translate readiness requirements into system output performance goals and thresholds.  The goal of PBL is to improve mission performance for in-service systems, or achieve required performance for new systems, at reduced TOC.  The approach to accomplishing these goals is to design and build: (1) a reliable system that will reduce the demand for logistics, and (2) a maintainable system that reduces the resources, such as manpower, equipment and time, required to provide logistics support.

The Program Management Team must ensure that logistics as a process for weapon system support serves two key objectives.  First, the system as designed, maintained and modified must reduce the demand for logistics.  Second, the resources required to fulfill logistics or support requirements must be minimized. These two objectives are inter-related throughout the life cycle of the weapon system.  PBL is a product support strategy for meeting these two objectives by balancing and integrating the logistics support elements and cost.


Figure 1- 5.  The PBL Framework starts with the Warfighter Requirements

1.5.
DoN Implementation Plan
The DoN PBL Implementation Plan was promulgated 26 April 2002 by Deputy ASN (RD&A).   The implementation plan established a convention for describing the various types of PBL strategies.  To be effective, PBL strategies, like any other logistics support strategy, must be tailored to the specific system, subsystem, or component.  Additionally, a PBL strategy can encompass a single ILS element, several ILS elements, or all ILS elements.  The set of strategies, and associated codes, resulting from different combinations of these two factors is shown in Figure 1-6, Levels of PBL Application and Codes.  To identify the specific combination selected for an individual PBL strategy, a code has been assigned to each combination.  For example, the code “S2” designates a program that has implemented PBL across multiple logistics elements at the system level.  

Figure 1- 6.  Levels of PBL Application and Codes

These codes have been used in reports to ASN (RD&A) and in the DoN PBL Implementation Plan to identify a program’s PBL strategy.                                            

CHAPTER 2:  THE APPLICATION of PBL at NAVSEA
The NAVSEA directive for implementation of PBL is NAVSEA Instruction 4000.7: NAVSEA Requirements for Implementation of Performance Based Logistics (PBL).  The requirements specified in that instruction form the basis of the guidance for application of PBL at NAVSEA as presented in this chapter.  This chapter provides NAVSEA PMs with a methodology for implementing PBL through accomplishment of specific steps that are described in DoD and DoN PBL guidance.  Application of the methodology is iterative, as the steps should be revisited as more information becomes available throughout the acquisition phases and program life cycle.  The sequencing of the steps may be tailored based on where within the program life cycle the methodology is applied and other unique programmatic realities.    

Steps for PBL Implementation 

1. Perform Initial Program Assessment

2. Stand up Integrated Product Team

3. Capture Warfighter User Requirements

4. Develop Tailored Product Support Strategy

5. Develop PEO/Warfighter PBA 

6. Conduct Business Case Analysis

7. Develop Product Support Contract (s)/Agreement(s)

8. Manage Support Contract through Product Support Integrator

9. Reassess Support Requirements and Strategy Periodically

The sub-paragraphs within this chapter provide additional details associated with the implementation outline described below.

1. Perform Initial Program Assessment

•
A high-level assessment to determine whether PBL is appropriate for a program
•
Decision criteria are provided in Attachment A to the DoN PBL Guidance

•
Assessment results should be documented in program office files 

2. Stand up Integrated Product Team (IPT)

•
A program office team to develop PBL strategy/strategies as appropriate
•
Team members could include:

      – Warfighter representatives

      – Program office representatives, including:

– System engineers

– Logisticians

– Budget/life cycle cost specialists

– Contract specialist

– Industry representatives

– Support community stakeholders (i.e., Navy Inventory Control Point (NAVICP), In Service Engineering Agents (ISEA) and Naval Personnel Development Command (NPDC) 

3. Capture Warfighter User Requirements

•
Identify stakeholders and the primary Warfighter, or end-user of the system/product
•
Discuss PBL concepts and end-user expectations for system performance  

•
Interview end-users to understand problems with current systems and to identify improvements

•
Establish a baseline for Warfighter performance objectives

•     Identify notional readiness and cost drivers

4. Develop Tailored Product Support Strategy

•
Select PBL candidate(s)
– Consider systems or mission areas that are either cost drivers, negatively affect readiness, or have demonstrated poor product support

– Consider system relationship to mission criticality
– Consider system, subsystem or component

– Consider application of all, several, or one ILS element

– Consider the approach for both new and in-service systems
•
Assess both organic and commercial product support environment 

•
Identify support alternatives
•
Select preferred alternative(s) based upon completion of a high-level Business Case Analysis (BCA)/Best Value Analysis (BVA)

•
Document the PBL strategy as part of the program acquisition strategy and APB  

5. Develop PEO/Warfighter PBA

•
Identify the appropriate Warfighter(s)

•    Initially, PBAs should contain:
– Most critical readiness/maintenance drivers

– Documentation of Warfighter needs in terms of performance and relevant support requirements, and what the Warfighter is willing to resource for that level of performance

– Brief description of the program and decision criteria used in choosing the performance based product solution

– Through the use of performance metrics, a measure that demonstrates how well they are meeting or exceeding the Warfighter’s performance objectives

– Major milestones and criteria for demonstrating successful accomplishments

– Roles and responsibilities for both the PM and the Warfighter

6. Conduct a Business Case Analysis (BCA)

•
Describe the process selected to develop the PBL strategy, including the support alternatives considered 
•
Document baseline cost and performance for support processes associated with fielded systems or comparative systems when assessing new systems 

•
Detail the business processes to be used as part of the PBL strategy including the associated costs and performance projections

•
Describe how business process costs and performance will be measured

7. Develop Product Support Contract/Agreements

•
Performance based contracts have five parts:
–  Statement of objectives (SOO) 

–  Measurable performance standards

–  Incentives and remedies

–  Performance assessment plan

–  Exit strategy
8. Manage Support Contract through Product Support Integrator (PSI)

•
Establish management procedures, metrics and protocol consistent with PBL strategy
•
Assign a single organization with visibility of all the support processes 

•
The PSI can be either a commercial or organic organization

9. Reassess Support Requirements and Strategy Periodically

•
Use BCA/PBA metrics as basis for assessment and continued program management

•
Review changing operational environment and mission
•
Re-evaluate performance against established metrics

•
Conduct logistics self-assessment using the Milestone Decision Authority (MDA) requirements for logistics as a guide

•    Conduct Independent Logistics Assessments (ILA) as needed

2.1.
Application of PBL within a Program Life Cycle
Although PBL can be implemented at any point in pre-acquisition, acquisition and program life cycle, actions taken early during the acquisition phases provide the greatest opportunity to leverage sustainment objectives.  To effectively implement PBL, the methodology should be applied iteratively, meaning that the PBL steps should be revisited as more information becomes available in order to refine the strategy.  This iterative approach is necessary because complete information is not always available at the beginning of the acquisition process. The phases of the DoD weapon system life cycle, through sustainment, are shown in Figure 2-1.  The Under Secretary of Defense for Acquisition, Technology, and Logistics, has provided a template, which gives a synopsis of the key activities and outputs to assist PMs in effectively implementing TLCSM and PBL.

Figure 2-1.   DoD Weapon System Life Cycle

2.2.
Roles and Responsibilities
Clear roles and responsibilities for NAVSEA PBL implementation are delineated in NAVSEA Instruction 4000.7: NAVSEA Requirements for Implementation of Performance Based Logistics (PBL), and are provided below:

NAVSEA 04L shall:

(1) Represent NAVSEA and affiliated PEOs/Direct Reporting Program Managers (DRPM) on PBL policy issues and coordinate the collection of PBL information requested by external sources or higher authority. 

(2) Provide assistance, sources of PBL information, and sample documents to support PEO execution of PBL requirements.   Also, facilitate improved lines of communication to support PBL efforts. 

(3) Develop PBL tools to assist PMs and acquisition logisticians in implementing PBL.  

(4) Develop and facilitate implementation of a common PBL process for use across all NAVSEA and affiliated PEOs/DRPMs Programs.

(5) Incorporate PBL assessment criteria into the NAVSEA logistics assessment instruction in order to support the Defense Acquisition Management milestone decision-making process.

(6) Monitor application across NAVSEA and the affiliated PEOs/DRPMs to determine the aggregate benefit of PBL.

NAVSEA PMs and affiliated PEO/DRPM PMs shall: 

(1) Conduct an Initial Program Assessment to determine PBL candidacy.

(2) Invite fleet representatives to participate on PBL IPTs.
(3) Implement a Warfighter PBA as required.

(4) Assign a PSI.

(5) Tailor PBL strategies for each new, modified, or fielded system.  Factors to consider in tailoring the PBL strategy include the needs of the Warfighter; the milestone, phase, or work effort of the acquisition; the existing product support infrastructure (public and private); and current and/or future funding constraints.  The relative weight of the factors will be determined by the PM and the associated trade-off analyses will be used in making Best Value decisions.

(6) Conduct a BCA to determine if implementation of PBL will improve system availability and/or reduce life cycle costs.

(7) Reassess the PBL approach to product support at least every two years during the system’s life cycle.   

(8) Provide PBL program information to NAVSEA 04L.
The successful implementation of PBL requires a commitment at all levels and knowledge of the PBL process throughout a Program Office to facilitate execution of these roles and responsibilities.  

2.3.
NAVSEA / PEO PBL Implementation Guidelines
The application of PBL varies somewhat depending on which phase in the acquisition/life cycle the program lies when implementation is started.  However, because PBL is an iterative process, many of the steps should be readdressed as the acquisition process evolves.   Changes in the system design, the operating environment, and the market for commercial support each have the potential to impact a PBL strategy.

Entrance into the Concept Refinement phase depends on a validated Initial Capabilities Document (ICD), formerly the Mission Needs Statement (MNS), and an approved plan for conducting an Analysis of Alternatives (AoA) for the selected system concept approved in the ICD.   The ICD captures lessons learned and cost drivers of current systems, and/or constraints that impact the supportability related design requirements of the planned system along with those of the support system.  The details captured in the ICD should guide the development of the product support structure and the PBL strategy.
2.3.1.
Perform Initial Program Assessment

The first step, regardless of where the program lies within the life cycle, is to determine whether a PBL strategy should be pursued for an individual program.  Program Managers and their staff will make an initial program assessment for each new start program and ACAT I/II fielded programs.  As described in DoN PBL Guidance, the assessment should weigh the potential benefits and risks of PBL, in terms of affordability and readiness improvements, against the overall program plan.  It should also assess the potential benefits received by an individual program against the systemic impacts on supportability and affordability across other programs and systems.  Sample B-1 in Appendix B provides the initial program assessment template and provides the following criteria for the PM to use in making a summary recommendation:

· System/program life cycle stage: The earlier in the system life cycle that a PBL strategy is implemented, the greater the potential benefits.  PBL solutions require sufficient time to generate the positive returns necessary to offset the related capital investments.  Assess the current life cycle status of the program and the potential benefits (cost and readiness performance) associated with implementing a PBL strategy either now or as part of a planned system modification (i.e., spiral integration). Also, address the impact that implementing a PBL strategy will have on overall program planning, schedule and cost.
· Alignment with overall program strategy: PBL implementation must be incorporated within the overall program acquisition strategy.  Synopsize acquisition logistics and sustainment plans for the program’s Acquisition Strategy.  Identify any programmatic risks associated with implementing a PBL strategy.
· Impact on the organic infrastructure: DoN logistics is aligned both horizontally by function and vertically by program.  Accordingly, an optimal PBL strategy at the program level may lead to sub-optimizing at the DoN or DoD functional level.  Assess the impact of your proposed PBL strategy in terms related to the overall DoN/DoD infrastructure.  Describe the effects on the DoN/DoD infrastructure, including the Defense Logistics Agency (DLA) Inventory Control Points (ICP) and distribution depots as applicable (capacity, rates and affordability).
· Viability of the commercial base: PBL may require both capital investment as well as a shift in the Government/Industry relationships.  Industry partners may be required to commit to long-term relationships and assume additional risk, including peacetime and wartime considerations.  Assess the commercial business base in terms of their understanding of the DoN environment, ability to perform successfully, management ability, understanding of system supportability issues, and corporate commitment.  Given the current industrial base, describe long-term prospects for continued competition and support.
· System design considerations: Assess the system design in terms of potential PBL benefits and risks.  Consider current and projected requirements and their introduction into the operational environment.  Address the risk associated with establishing incentives based on performance.  Address the risk associated with achieving the ICD, formerly the MNS, Key Performance Parameters (KPP) and other performance requirements.
· State of emerging technology: Assess the technology base for your system in terms of potential PBL risks and benefits.  Address life cycle technology insertion/refreshment and the associated challenges, risks and benefits to supportability.  Address the risk associated with achieving performance requirements.
The PM summary assessment should provide a recommendation as to whether or not the program is a viable PBL candidate along with a discussion of pros and cons, risks, benefits and other relevant aspects of the PBL recommendation.  The data necessary to make an Initial Program Assessment is normally gathered during the Concept Refinement Phase and Technology Development Phase.  For new start programs the Initial Program Assessment should be made at the beginning of the Technology Development Phase.   The data gathering effort is expected to evolve with the acquisition program, and, therefore, detailed information may not be available at the time of the Initial Program Assessment.   If the Initial Program Assessment shows that the PBL is not an appropriate strategy, the program should develop an alternative support strategy and the decision to use a PBL strategy should be re-evaluated later in the program.  The decision not to implement PBL and the justification must be formally documented in program files.  The flow of the initial program assessment process is shown in Figure 2-2.


Figure 2- 2. Initial Program Assessment Process Flow Chart

2.3.2.
Initiate PBL Development / Stand up Integrated Product Team
Once the PM has made the decision to pursue a PBL product support strategy, the next step is to establish a team to apply the implementation guidelines.  The PM should call for the establishment of an IPT, hereafter referred to as the PBL Team, to develop and manage the PBL implementation strategy.   Generally, for new programs, the PBL Team should be assembled at the beginning of the Technology Development phase; however, the PBL Team can be established at any time during the acquisition/life cycle, after the decision to pursue a PBL strategy is made.  

The PBL Team may consist of government and private-sector functional experts; however, it is important that they are able to work across organizational boundaries.  The composition of the PBL Team is similar to the traditional ILS management team, except the participants should have an additional focus on knowledge of the PBL process.   Figure 2-3 provides a graphic illustration of the types of functional experts that should participate in a PBL Team.










Figure 2- 3. Integrated Product Team Composition

There are no rules on how many people should be on the team or what organizations they should represent.  A team could include representatives from a component command headquarters and logistics subject matter experts.  It could also include representatives from operational commands, engineering, technical, procurement, comptroller, information technology, Human Systems Integration (HSI) organizations, and contract support.   The Warfighter representative is a particularly important member of the PBL Team.  The Warfighter representative’s role is to communicate performance requirements and to later assist in the identification and evaluation of PBL strategies.

Development of a PBL IPT charter provides a useful tool for establishing the PBL Team.  The charter serves to define the roles and responsibilities of each member/organization, as well as to define the overall objectives.  The charter should define the timeline and resources available to develop and implement the PBL strategy.  A sample charter is provided in Appendix C.

Once established, the PBL Team should initiate development of the PBL Implementation Plan, which includes descriptive program information, the PBL strategy, the performance requirements, and the required resources.  As described in Attachment C to the DoN PBL Guidance Document there is no required format for this plan; however, the minimum information to be included is listed and is provided below. 

· Descriptive program information, including, as applicable:
– Warfighter PBA
– Performance and other agreements with commercial and/or organic – providers
– Integrated product support provider (Product Support Integrator (PSI))
– Performance-based metrics
– Performance-based incentives
– Partnering relationships

– TLCSM responsibility (PM oversight of sustainment)

– Other as applicable

· PBL strategy, including: 
– Current product support approach (if applicable), including maintenance strategy
– Support infrastructure (organizations, roles and responsibilities)
– PBL transition plan
– Redefined support infrastructure
– Expected outcomes in terms of performance and cost
– Performance incentives and sanctions (remedies, dis-incentives)
– Risk management plan
– Other factors
· PBL implementation plan: 
–PSI
– Reduced demand for logistics support, as applicable (performance requirements)
– Reduced resources for logistics support, as applicable (resources and dollars)

2.3.3.
Capture Warfighter User Requirements
One of the distinguishing characteristics of a PBL based support strategy is the statement of high-level Warfighter support requirements in performance-based language with associated metrics. The PM has the responsibility to work with the Warfighter to determine what is reasonable and attainable given the state of technology and resources.  Understanding the Warfighter’s requirements is not a one-time event.  As scenarios change and the operational environment evolves, performance requirements may change.  Thus, understanding the requirements is a continual management process for the PM.  The Warfighter requirements should be reviewed periodically over the program life cycle. 

For newer systems, supportability requirements, including goals for system availability and TOC, are typically specified in the CDD and the APB.  For fielded systems, there may not be a clear link from earlier program documentation.   Therefore, the PM should work with the Warfighter to identify and define the high-level support requirements that are most relevant.  The performance metrics should be documented in the PBA.  Note that every program PBL strategy does not need a PBA, however, when Fleet resources are to be committed, a PBA is highly recommended.  The scope and formality of each PBA should be tailored to each program. 

When beginning the process of capturing Warfighter requirements, the Program Office should emphasize to the Warfighter that it is striving to provide a best value solution.   The Program Office should emphasize the potential benefits of PBL that include:

· Create Warfighter relationships that are based on performance outcomes

· Utilize integrated supply chains across Government and industry.

· Create a support environment that maintains long-term competitive pressure on Government and industry support providers.

· Implement integrated information systems the enable full asset visibility so support is transparent to the end user.

· Exploit continuous improvement of weapon system supportability and reduction in operating costs through incentivizing support providers to make investments in infrastructure and in system reliability.

2.3.4.
Develop Tailored Product Support Strategy
After the PM has an understanding of the Warfighter requirements, the PBL Team should begin to develop a strategy for supporting the weapon system.  A PBL strategy is designed to balance the two major objectives of improved operational effectiveness and reduced TOC throughout the system life cycle.  The requirement for logistics support must be minimized through technology insertion and the cost-effectiveness of logistics products and services must be continually improved.  A careful balancing of investments in logistics and technology is necessary to leverage technological advances through the insertion of mature technology.  A PBL strategy seeks to maintain the appropriate level of flexibility and agility to evolve with technological advances and Warfighter requirements.   

There are several components or steps involved in developing a PBL strategy: (1) selecting PBL candidate(s), (2) assessing the product support environment, (3) performing a market analysis, and (4) determining the set of feasible support alternatives.  These steps often are required to be performed iteratively since the PBL strategy could evolve with the acquisition process.  Therefore, it may be necessary to revisit each of these steps over the course of the acquisition process.  The BVA Process Desk Guide, developed by the LPD 17 Program Office, provides an example of a PBL strategy development process.

System configuration management is an important factor to consider when designing a PBL strategy.  In order to create the appropriate support environment, and to be responsive to evolving technology and Warfighter requirements, the providers assigned the responsibility for delivering the weapon system capability must have the appropriate level of configuration management and control.  Evolutionary acquisition requires increased emphasis on configuration management for both hardware and software. 

The range of PBL strategy alternatives extends from the organic providers being responsible for meeting the outcome performance objectives to the private sector accepting this responsibility. In between these two options is public-private partnering, which represents a shared responsibility.   Further, there are many variations of PBL strategies across the spectrum, each strategy being unique for any weapon system.  

One of the key factors in developing a PBL Strategy is the use of a Product Support Integrator (PSI).  The PSI concept consolidates accountability for product support within a single organization.  Because the PSI has both visibility and accountability of the total support delivered, the PSI is positioned to evaluate which practices could increase operational availability and reduce support costs.   The PSI can then work with the various support organizations to implement those practices.  A PSI can be either a government or commercial organization.   

2.3.4.1.
Selecting PBL Candidates
In general, every system, subsystem and component is a potential candidate for PBL.  The systems should be selected based upon mission criticality, operational readiness drivers, operations and support costs, disposal costs, and the remaining service life of in-service systems.  

The PM should assess each candidate to determine if the systems, subsystems, and components are DoD Standard, i.e., legacy/in-service items.  Legacy/in-service systems are those systems that are currently in use by the Navy and have an existing support structure.  If the system under examination is legacy/in-service, the issue of product support performance needs to be addressed and should be evaluated as a PBL candidate.   A graphical representation of this process is provided in Figure 2- 4.



Figure 2 - 4.  PBL Candidate Selection Process

2.3.4.2.
Assessing the Product Support Environment
An assessment of the product support environment assists in the determination of the applicability of PBL for the candidate system(s).   This involves reviewing relevant documentation to begin understanding and defining the baseline and key processes to determine what functions each organization performs, how the organizations communicate with each other, and what infrastructure is used.   Examples of relevant documentation include program documents (e.g., ICD formerly the MNS), and system technical manuals. As part of the data-gathering process, the PBL Team should conduct interviews with the stakeholders to determine: (1) the required level of support; (2) potential problems with new systems; and (3) available existing organic support.  The PBL Team also should assess and document any restraints, stipulations or restrictions that constrain the choices considered for the PBL Strategy.   Pre-empting factors are derived from the ICD and other program documents and regulatory guidelines.   

One pre-empting factor that could constrain PBL strategy choices and which must be addressed is the core capability requirements for depot-level maintenance.  Therefore, if there is a potential that a PBL strategy could include a public-private partnership for depot maintenance workload, the guidelines in Deputy Under Secretary of Defense for Logistics and Material Readiness (DUSD (L&MR)) memorandum of 30 January 2002 should be reviewed.  Further, if a PBL strategy could potentially include a proposed prime vendor contract for depot-level maintenance or repair or a weapon system or equipment requiring a core capability, DoN must notify Congress before the contract is awarded.   Title 10 of United States Code Subtitle A, Part IV, Chapter 146 – Contracting for Performance of Civilian Commercial or Industrial Type Functions also defines depot-level maintenance and repair, establishes core logistics capability requirements, and limits commercial contracting.  Applicable sections include:

(1) Section 2460 – Definition of depot-level maintenance and repair

(2) Section 2461 – Commercial or industrial type functions: required functions and reports before conversion to contractor performance

(3) Section 2464 – Core logistics capabilities

(4) Section 2466 – Limitations on the performance of depot-level maintenance of material

(5) Section 2469 – Contracts to perform workloads previously performed by depot-level activities of the DoD: requirement of competition

(6) Section 2470 – Depot-level activities of the DoD:  authority to compete for maintenance and repair workloads of Federal agencies

(7) Section 2474 – Centers of Industrial and Technical Excellence: designation; public-private partnerships

The PBL Team should consult with Office of General Counsel representatives and/or the Joint Depot Maintenance Activities Group (JDMAG) about these requirements.   

2.3.4.3. 
Performing a Market Analysis

After the PBL Team has assessed the product support environment, a market analysis should be conducted to provide a better understanding of organizations that have a potential to provide product support.  
The PBL Team should identify organizations (organic and commercial) that have the capability to provide the required support.  Information regarding potential organizations is generally available through sources such as program office representatives, NAVSEA technical codes and contracts directorate, industry associations, trade journals, sources-sought responses, and the internet. The key considerations are the core competencies of the organizations, their internal structure and the environment in which the organizations exist.  Key considerations are represented graphically in Figure 2- 5.

An organization’s commitment to their level of support to a product might be dependent on whether or not this service is identified as a core competency. This could be a factor in the quality of long-term product support.  Another factor to consider is the extent of an organization’s experience in supporting a product.  Organizations that already have experience supporting the product do not require as steep a learning curve as organizations without that experience.  Experienced organizations inherently present a lower risk.   

Industries that depend upon the government for a significant portion of their revenues and are relatively stable (i.e., the industries have had consistent product lines and service offerings over a number of years) represent less risk in providing long-term support services.  Industries where the government is a minor customer or where the industry is changing rapidly represent a higher risk.   Another aspect of the industry environment is the amount of competition existing within the industry.  Increased competition contributes to a best value solution.


Figure 2 - 5.  Key Considerations for Identifying Potential Support Providers

Once the PBL Team has a list of potential support providers, the most promising organizations should be contacted in order to gather additional information such as: (1) the interest of the organization in providing support and the level of service the organization could potentially provide; (2) how long the organization intends to be in the market; and (3) it’s projected development of product support improvements and examples.   Other useful information potential organizations can provide includes metrics the organizations use to measure their service level, the organization’s view on the state of the industry, and information regarding the organization’s competitors. 

2.3.4.4.
Determining Preferred Support Alternatives 
Determining the preferred PBL strategy sometimes referred to as a “best value” solution, can be accomplished using various means, one of which is a high-level BCA.  This BCA would be accomplished using the information known at this early stage in the acquisition process.  The alternative selection process involves four basic steps: (a) Identifying a set of feasible alternative support concepts; (b) Determining and weighting evaluation criteria; (c) Identifying the costs, risks and benefits associated with each alternative; and (d) Evaluating the alternatives using the weighted evaluation criteria.  It should be noted that determining the preferred support alternative is not a one-time event, since as the acquisition evolves, more information becomes available to use in the evaluation.  This high-level BCA is used to select a preliminary product support strategy.   As the acquisition evolves, the strategy should be reassessed. 

a. Identifying a Set of Feasible Alternative Support Concepts – Feasible support concepts should be identified from the overall range of alternatives, including: (1) Selection of the extent of use of organic and commercial providers; (2) Determination of the number and selection of ILS elements to be included in the PBL solution; and (3) Support provided at the system, sub-system or component level.  The alternatives should be based upon information gathered during the market analysis and should represent the widest possible range of solutions from complete organic support to complete commercial support (see Figure 1-4).  For in-service systems, the current system or baseline should be included as one of the alternatives.  One potential difficulty is that the detailed engineering data necessary for this determination may not be available during the Technology Development Phase.  Therefore, the alternatives should be based upon likely designs and should be developed in conjunction with system engineers.   The alternatives should specify which organization would be the PSI and which organizations would perform the actual product support functions.  A PSI could be responsible for only one system or for all the systems.  Generally, having the minimum number of necessary PSIs is advantageous because it reduces the complexity for both the program office and the Warfighter.   Finally, the alternatives to be evaluated should be selected based upon those considered both feasible and likely to meet Warfighter requirements.  The initial down selection process should be made using qualitative analysis to assess feasibility and regulatory compliance.

b. Determining and Weighting Evaluation Criteria – Once alternative support concepts have been identified, the evaluation criteria upon which the decision will be made should be determined.   The evaluation criteria used to evaluate a PBL strategy vary depending upon the characteristics of the program.  Applicable criteria could include sustainability, readiness, modernization, and risk.  The criteria selected should be directly related to the Warfighter requirements and should be clearly defined.  

The evaluation criteria should then be prioritized in order to determine which factors are most important.  One common method that can be used is the pair-wise comparison method utilizing the Analytic Hierarchy Process (AHP).  Commercially available software packages can be used to perform the AHP. This subjective method compares the importance of one criterion (e.g., life cycle cost) against another (e.g., readiness) until the relative importance of each evaluation criterion has been established.  Once established, the relative importance of each evaluation criterion is used to calculate the weighting factors.   Once the criteria and the associated weighting factors are approved by the PM, the alternatives can be evaluated.

c. Determining Costs, Benefits, and Risks – In order to evaluate the alternatives it is necessary to identify the costs, benefits, and risks associated with each alternative.   This analysis is not as comprehensive as a detailed BCA, but it provides a high-level evaluation of the factors that should be investigated again during completion of the detailed BCA, which is required later to document the anticipated performance and cost, risks and benefits of the selected PBL strategy.  Because detailed information may not be available during the Technology Development Phase, it might be necessary to estimate costs using data from similar systems, if applicable, through cost projections made in conjunction with the potential support organizations, and from the system engineering analysis conducted as part of the system design.  Cost estimates should use a well-defined cost element structure in order to capture costs in a uniform manner.   The cost estimate should include both recurring and non‑recurring costs.  Non-recurring costs generally include acquisition costs while recurring costs include operation and support costs.  Costs should be assessed from a life cycle perspective and should include both direct and indirect costs.  Analyzing costs from a lifecycle perspective is necessary to gain a full understanding of potential cost impacts; however, individual decisions may be made on some smaller aspects of cost.    For example, because DoN logistics is aligned both horizontally by function and vertically by program, optimizing cost at the program level may result in sub-optimization of cost at the DoN or DoD functional level.  This sub-optimization is due to the fixed costs often associated with the DoN/DoD infrastructure.  Therefore, it is important to identify the incremental costs of each alternative.  Unavoidable costs between the alternatives, sunk costs, and realized benefits should be ignored.

Based on an analysis of the various alternatives and an understanding of the underlying strategic goals, benefits are categorized and quantified.  Qualitative benefits are also considered. The benefits derived from the proposed alternatives should be compared to each other in order to gauge the relative levels of performance.  The benefits should be assessed in terms of the evaluation criteria.

Once the benefits are determined, the risk associated with each alternative should be assessed.  The risk assessment process includes the identification of critical risk events or processes, which could have an adverse impact on the program, and the analysis of these events or processes to determine the likelihood of occurrence or process variance and consequences.  The baseline and the alternatives are assessed based on relevant risk categories that may include technical (performance related), programmatic (performance related), and supportability (environment related) risk factors.   There are also scheduling, financial and legal issues to consider.  

Risk identification is a critical step in the assessment process.  The basic process involves searching through the entire program to determine critical events that could prevent the program from achieving its objectives.   The risk assessment should be based upon the best judgment of the PBL Team members, information gathered during the market analysis, lessons learned, and requirements documents.  Development of a risk mitigation plan would likely follow based on this risk assessment.

d. Evaluating the Alternatives – Based on the cost, benefit, and risk analyses the PBL Team should determine scores for each criterion.   Again, using the AHP, the scores can be calculated by comparing one alternative against another for each criterion until the score for each criterion has been established.   Finally, the overall score should be calculated for each alternative by multiplying the scores by the weighted values for each criterion and then summing them together to calculate the final score.  

2.3.4.5.  
Obtaining PM Approval/Documenting PBL Strategy 

Once the PBL Team has determined the preliminary PBL strategy that provides the best value, it is the PM’s responsibility to determine if that strategy should be adopted for a particular system.  If the PM decides the PBL product support strategy is desirable, the decision should be documented as part of the Product Support Strategy within the Acquisition Strategy.   The Test Evaluation Master Plan (TEMP) should also be updated with the appropriate logistics considerations.  After the program passes Milestone B, and periodically thereafter, the PM should reassess the PBL decisions made during the Concept Refinement and Technology Development phase based upon the evolving system design.

2.3.5.
 Develop PEO/Warfighter PBA

Once the PM is confident in the program’s PBL strategy, a PBA should be written. The PBA is typically a short document in the form of a Memorandum of Agreement (MOA) or Memorandum of Understanding (MOU).  This PBA agreement, written at the applicable system, subsystem or component level, is the centerpiece of the overall PBL support strategy.  It contains the metrics that are the measure of the performance objectives that are important to the Warfighter.  Any subsequent contracts/agreements that might be developed at the subsystem and/or component level should use performance objectives, not necessarily the same as the PBA metrics, but at least derived from and /or linked to the PBA metrics.  Over the life of the program, the performance measures may evolve as the program requirements change.  Therefore, periodic reassessment of the support requirements and strategy should be accomplished.
 PBAs should contain the following: 

· The most critical readiness/maintenance drivers of the component, subsystem or system.  As time passes and performance and cost information is collected, the metrics can be fine-tuned to continually improve Warfighter readiness. 

· Documentation on what the Warfighter needs in terms of performance and the relevant support requirements, as well as what the Warfighter is willing to provide as resources for that specified level of performance. 

· A brief description of program and decision criteria used in choosing the performance based product support solution. 

· Through the use of performance metrics a program could measure how well they are meeting or exceeding the Warfighter’s' requirements. These performance measures may change as requirements of the program evolve.   The performance measures should include the following elements:

· Identification of realistic, quantifiable, and measurable metrics

· Use of Warfighter supportability-related performance requirements to influence design

· Identification of all stakeholders roles and responsibilities; including those required for the collecting, processing, analyzing, and reporting of the performance data

· Identification of the source and data to be collected 

· Description of the data elements and formula(s) for calculating the critical metrics

· Statement of the frequency and format for reporting results

· Formal performance review frequency

· Formal dispute resolution process

· Major milestones and criteria for demonstrating successful accomplishments should be stated in the PBA. 

The PBA should clearly identify the roles and responsibilities of the PM and Warfighter.  The roles and responsibilities of the Warfighter typically include assisting in the data collection necessary to monitor the PBL metrics, aiding the Program Office in evaluating the performance of the PSI, and committing resources necessary to maintain the long-term PBL contracts. The system (or subsystem/component as applicable) level PBA forms the basis for the performance-based contract with the PSI.  As shown in Figure 2-6, all MOUs, MOAs, or contracts initiated by the Product Support Integrator should support the requirements of the PBA between the Warfighter and Program Manager.   Sample B-2 in Appendix B provides a PBA template.




Figure 2- 6.  PBL Support for a Weapon System

2.3.6.
Conduct Business Case Analysis 

As described in Step 4 on page 10, a high-level BCA should be used to select the preferred alternative(s) and determine whether the Warfighter performance objectives are achievable.  Once the PM has an initial agreement with the Warfighter regarding performance objectives, it is necessary to develop a more detailed BCA in order to both document and verify whether PBL would result in increased performance and/or decreased costs prior to finalizing the PBA.  

Many of the details that were not available during Concept Refinement Phase and Technology Development Phase should be available during the System Development and Demonstration Phase.  These details should facilitate development of a sufficiently detailed BCA.  The BCA should be considered a living document because as the strategy is implemented (i.e., developing the written contracts and agreements) some of the details and assumptions may need to be modified in order to incorporate new information based upon input from industry, organic service providers, and the Warfighters.   Guidance for developing a BCA for Naval programs is outlined in the DoN PBL Guidance Document.  That outline is discussed below.

· Introduction and Overview - The BCA introduction is similar to an Executive Summary and is intended to give the reader an overview of the program and the product support requirements.  The introduction should provide a summary of the final BCA results including a summary of the costs and benefits.

· Assumptions and Methods - This section should detail the scope of the analysis and any assumptions that were made.  Typical assumptions include such inputs as product life cycle and the demand for spare parts and consumables.   Assumptions should be made in conjunction with program systems engineers and the Warfighter.  This section should discuss the analysis used to select the PBL strategy, including the environment assessment, the market analysis, the alternative support concepts analyzed and the evaluation criteria.   The key is to identify assumptions that have the greatest affect on the outcome of the analysis.

· Business Case Model - The Business Case Model has two elements.  First, it details the business processes to be used as part of the PBL strategy.    Secondly, it documents the costs and expected system performance resulting from use of those processes and the associated program risks/benefits.  In the case of in-service systems, the Business Case Model should also document the cost and performance of the business processes for the baseline system.  However, for new systems baseline cost and performance data might not be available.

Documenting the business processes involves identifying what organizations would be responsible for each aspect of product support and how those organizations would interact both with each other and with the Warfighter.   Identifying the responsibilities of each organization included as part of the PBL strategy is important in order to develop methods to track costs and performance as well as to establish proper incentives. The BCA should not detail exactly how each organization should carry out their responsibilities because the objective of PBL is to incentivize support providers to find innovative ways of doing business.  However, the BCA requires a notional concept of how each organization would perform their responsibilities in order to develop a baseline cost.  This documentation is important in order to develop performance standards used in performance-based contracts. Therefore, the business processes should be developed with input from the potential support provider(s) (both commercial and/or organic).   The level of performance required for each business process should also be documented.  

Another important aspect to detailing business processes is documenting how performance and cost data for each of these processes should be collected and tracked.   The collection of cost and performance information is essential in order to document the baseline process and to measure future improvements.   The determination of what performance data to track should be related to the high-level performance measures detailed in the PBA.  

The costs analysis performed as part of the initial high-level BCA should be used as the basis for the detailed BCA.  However, the cost element structure should be expanded in order to capture the cost associated with each business process.  The DoN PBL Guidance documents states that all cost calculations are to be made using three different methods: (1) Constant year dollars, (2) Then-year (inflated) dollars, and (3) Discounted constant dollars.  

The value of money changes over time.  Constant year dollars are costs that represent stable purchasing power.  Therefore, for constant year dollars costs are neither adjusted for inflation nor discounted.  

Then-year dollars are costs that include an adjustment for inflation.  The latest inflation indices from the Office of Secretary of Defense (OSD) can be provided by SEA017, as well as private sector man-day rates, fuel rates and other related assistance.


Discounted constant dollars are costs that are discounted based upon the cost of the government to borrow money.  The latest discount rate can be found at: http://www.whitehouse.gov/omb/circulars/a094/a094.html

The BCA should then identify the benefits associated with the PBL strategy.   Benefits should include decreases in cost and increases in performance over the product’s life cycle.   However, the key is to link the cost and benefits to the data collected for each business process. The benefits should be viewed as cost and performance targets that are tied to the metrics outlined in the PBA.   The BCA is a way to measure the effectiveness of the PBL strategy over the course of the product’s life cycle and should be used to make adjustments if the benefits are not being achieved. 

· Sensitivity Analysis and Risk Management - The sensitivity analysis and risk management section of the BCA addresses the potential variances in cost and performance that result from unexpected outcomes.   

Developing a sensitivity analysis involves identifying the assumptions that have the greatest impact on cost and performance, and varying those assumptions in order to assess the potential impact on the business case model.   The key is to identify risks and to determine how those risks could alter the assumptions within the business case model.   The broad categories of risk to consider are technical, programmatic, and supportability risk.   For example, a potential programmatic risk is a depot not being capable of meeting performance metrics such as mean time to repair (MTTR).  The failure of the depot to meet its agreed upon performance level has a potential to impact the performance of the entire business case model.  In this example, the sensitivity analysis should have identified the performance failure of the depot as a potential risk and altered the MTTR metric to illustrate the potential impact on the business case model’s performance.  

After the sensitivity analysis has identified the risks with the greatest potential to impact performance and cost, steps to mitigate and manage those risks should be developed.   Some risk mitigation steps could include the use of specific incentives and disincentives within a performance based contract that target a particular risk, the identification of alternate support providers in the event a support provider fails to perform adequately, and the use of metrics to track specific risks in order to allow for early intervention if a problem occurs (e.g., MTTR in the example given above).   However, the PBL Team should work with system engineers, the Warfighter, and potential support providers to develop the actual risk mitigation steps.

· Conclusions, Recommendations, and Future Steps – This final section should summarize the previous sections and briefly state how the BCA will be used to develop and finalize written contracts and agreements with the potential support providers and the Warfighter.   
2.3.7. 
Develop Product Support Contract / Agreements

Once the Warfighter has identified the relevant performance objectives and the BCA has documented the anticipated cost and performance, the results should be used to form the basis of the product support incentive structure in the contract. 

This section focuses on the development of the elements that form the basis of the Product Support Contract (with a commercial PSI) or an agreement (with a government PSI).   Those elements include a performance work statement, performance standards, incentives and remedies, a performance assessment plan and an exit strategy.  The PBL team should develop these five elements.  Contracting personnel should develop the technical aspects of the contract.  More detailed guidance on writing performance-based contracts has been issued by both the Office of Federal Procurement Policy (OFPP), A Guide to Best Practices for Performance-Based Service Contracting, and the DoD, Guidebook for Performance-Based Services Acquisition. 

Performance-based contracts and agreements have five parts: (1) A performance work statement, also referred to as a SOO, (2) Measurable performance standards, (3) Incentives and remedies, (4) A performance assessment plan, and (5) An exit strategy.  The performance-based contract should be developed in conjunction with a contract specialist and a budget officer.   Although this section focuses on performance-based contracts, these same elements can also be included in a MOU/MOA with organic support providers.  Most of the information necessary to write a performance-based contract should have been developed and included in the BCA and the PBA.  Additional information that should be added includes (1) The services and outputs required by the provider; (2) A notional concept of the organizations participating; and (3) Their individual roles and responsibilities.  This notional concept is often referred to as a work analysis.  The PBA should already include the high-level metrics critical to the PBL strategy.  However, the PBA may need to be modified once industry comments regarding the performance-based contract are received.  For example, the potential exists for industry to say that some metrics may be unreasonable or it is discovered that the cost to meet the metrics is prohibitive.  In that case, the PM should go back to the Warfighter in order to modify the PBA.  Once the performance-based contract is awarded to the PSI and other support providers, the PM should sign the PBA.

· Performance Work Statement - The performance objective states in clear and concise language the required system performance outcomes.  The performance work statement should contain those performance objectives/metrics necessary to achieve the PBA performance objectives.   The key to developing performance objectives is to develop a high-level objective or desired outcome and to determine what tasks would need to be completed for that objective to be met.  Performance objectives are then developed for those tasks.  For example, the high-level performance objective for performing maintenance for a system could be stated simply as “provide maintenance support for system AN/XYZ-1.”    Once the high level objective is defined, a determination is made as to what is required to meet that objective.  Therefore, the tasks associated with providing maintenance support for a system could include performing the preventive maintenance and fixing the system if it malfunctions.   The performance objectives for these two tasks could be written as follows:

· Perform preventive maintenance for system AN/XYZ-1

· Provide repair services in case system x malfunctions

If the PBL strategy uses a PSI to coordinate product support, the high-level performance objective should describe the PSI’s role and the tasks should describe the individual elements the PSI will manage.  Sample B-3 in Appendix B contains extracts for existing performance work statements.

· Measurable Performance Standards - Next performance standards and Acceptable Quality Levels (AQL) are developed for the performance objectives in order to specify the necessary performance.  The performance standard should state the desired outcome.  The AQL establishes the maximum allowable error rate or variation from the performance standard.  Performance standards and AQLs are important in that they ensure acceptable levels of performance.  For the two performance objective examples provided in the Performance Work Statement paragraph, the performance standards and AQL could be written as follows:

· Equipment failures, non-availability, or maintenance shall not interfere with operations for more than X minutes during a month 

· Repairs should be started within Y hours after a casualty report has been submitted, and the mean time to repair should not exceed x hours

Other examples of potential performance standards are as follows:

· Reliability, Maintainability, and Availability (RM&A) Measures  - Includes traditional RM&A measures such as availability, mean time between mission critical failures, and mean time to repair mission critical failures

· Inventory Measures – Includes traditional inventory measures such as inventory turnover and fill-rates

· Response Rates – Percentage of how often the contractor responds to an event within a specified period of time

· Error Rates/Accuracy Rates – Number or percentage of errors allowed 

· Cost control – Target costs the contractor must stay within when using a cost-reimbursement contract arrangement

· Sustainment – Maintenance Free Operating Period (MFOP)

The above examples are not intended to be inclusive.  The key is for the performance standards to measure the critical elements associated with successfully fulfilling the performance objective.   Often multiple performance standards are necessary to ensure the contractor meets the performance objective.  However, the best practice is to limit the number of performance standards to no more than five or six in order to focus on the most critical elements.  

· Incentives and Remedies – Incentives and remedies are used to incentivize the PSI to achieve the established performance standards.  They can be based upon cost, schedule, or quality of performance.  Typical incentives used for performance-based contracts might include, but are not limited to, the following:

· Cost-base incentives are incentives designed to relate profit or fees to results achieved by the PSI in meeting the performance standards.  One type cost-based incentive that is applicable to PBL is profit sharing, which is generally applicable in those instances where there is a known performance level, such as for fielded systems.  Under profit sharing, the PSI is allowed to keep a percentage of any cost savings that are achieved.   

· Award-fee contract arrangements use evaluation factors established in an award fee plan.  Award-fee contracts are a tool for subjectively assessing PSI performance for a given evaluation period and are applicable to new systems while establishing a performance baseline.  They allow contractors to earn a portion (if not all) of an award-fee pool established at the beginning of the evaluation period.  The award-fee evaluation should be based on a subjective assessment of how well the PSI meets or exceeds the applicable performance standards.

· Award-term arrangements are very similar to award-fee contracts, however, instead of money as compensation for quality performance, the PSI is awarded additional periods of performance. This incentive might be appropriate for use with an organic PSI when performance stability is valuable.  Alternatively, if the performance is below standard, the period of performance can be shortened.   Award-term arrangements are very suitable for PBL strategies where establishing a long-term relationship is valuable both to the government and to the potential contractor.  Award term arrangements can also be included in MOA and MOU in order to incentivize organic organizations.  Another benefit to Award-term arrangements is that they have been shown to be less likely to result in unintended consequences than cost-base incentives.  Award-term arrangements differ from options in that award terms are based on a formal evaluation process and do not entail the regulatory procedures associated with priced options.

· Schedule incentives focus on getting a PSI to exceed delivery expectations.  They can be defined in terms of calendar days or months, attaining or exceeding milestones, or meeting rapid-response or urgent requirements.

Whatever incentives are chosen, it is critical that the incentives are tied to the performance objectives and standards, and that those standards are both measurable and attainable.  If the performance standards do not clearly communicate the desired results, there is only a small chance that the desired outcome will be achieved.

Incentives should also be realistic and attainable.  The incentives need to be consistent with the level of effort and the value of the contract and should reflect value to both to the government and to the PSI.  The incentives should also be reviewed to ensure that there are no unintended consequences.  Determining potential ways the PSI could meet the performance standards, while otherwise resulting in potentially unacceptable outcomes, can identify potential unintended consequences.   If potential unintended consequences are identified, the contract language should be modified accordingly.

Performance based contracts should also include remedies for non-performance.   Remedies include reductions in price (i.e., fees) when performance standards are not met.  However, the PSI should be given an opportunity to correct performance problems at no increase in contract price.     Because some PBL strategies may require multiple organizations to work together, one non-performing organization has the potential to adversely affect the entire strategy.  For that reason, the contract should include exit clauses so the government has an exit strategy if a PSI consistently does not meet the performance standards.

Contract length considerations are of special importance to PBL efforts where long-term business relationships enable the necessary investments to reduce both the demand for logistics and the resource requirements.    This is particularly relevant to contracts greater than five years in length.   The following are four acquisition strategy considerations that must be addressed:

· The PBL strategy must articulate when and how the provisions of the Competition in Contracting Act (CICA) will be addressed.

· Continued performance or contract term must be contingent on continual successful performance.  Performance outcomes must be clearly articulated.

· Price guarantees, options, and cost based ceilings should be agreed upon by both parties, either competitively or non-competitively, to ensure that commitments are established and maintained throughout the period of performance.  Acquisition personnel are urged to build in flexible pricing guarantees or alternatives to adapt to budget and quantify fluctuations.

· Contract terms must be consistent with statutory funding limitations on the purpose and amount of appropriated funds expenditures.  Provisioning and availability of funds is a key consideration in using long-term contracts.

More information on incentives can be found in document Flexible Sustainment Guide, developed by the Joint Aeronautical Commanders Group, which focuses on the different types of contracts that can be employed, and the advantages and disadvantages of each.

· Performance Assessment Plan – The performance assessment plan describes how the government will evaluate and assess PSI performance.  The processes and systems used to collect performance data should be described in the BCA.  The performance assessment plan focuses on how the data collected would be used to assess PSI performance.  There are several ways to assess PSI performance, the following are commonly used methods:

· Random Sampling – Random sampling measures PSI performance using statistical methods based upon measuring contractor’s performance at random intervals.  Random sampling is most applicable when the number of instances is very large and a statistically valid sample can be obtained.

· Periodic Sampling – Periodic sampling measures PSI performance at specific intervals.   Generally, periodic sampling is used for tasks that occur infrequently.

· Trend Analysis – Trend analysis is used to assess the contractor’s performance over an extended period.    Performance-based contracting best practices suggest a database should be built from data gathered through performance assessments.  This database should be created and maintained by government personnel.

· Customer Feedback – Customer feedback is input received directly from the Warfighter.   Customer feedback can be acquired in a number of ways; however, the most common method is using quality surveys.  

· Third-party audits – The term third-party audits refers to PSI evaluation by a third-party organization that is independent of the government and the contractor.  All documentation supplied to, and produced by, the third party should be made available to both the government and the contractor.

The performance assessment methods chosen should be linked to the performance standards and objectives.  Each performance standard should have an associated method to assess performance.  Key questions that must be answered in developing assessment methods include:

· Does the assessment method accurately measure the associated performance objective?

· How critical is the performance standard to meeting the high-level performance objective?  A high degree of accuracy and precision in tracking performance should correspond to increased costs.  Therefore, more resources should be invested in tracking performance objectives that are critical to the success of the PBL strategy.

· How frequently assessments should be performed?  This is related to the criticality of the performance standard.   The relative importance of the performance standard should govern how frequently it is assessed.

· What resources are necessary to perform the assessment?   Resources requirements that should be assessed include the labor necessary to make the assessments and the information technology requirements necessary to store and analyze data.  

· Do the proposed evaluation methods represent common commercial practice for the particular service?

·  Is repeat performance practical or reasonable?

· Contract Administration/Exit Strategies – One of the keys to PBL is cooperation between government and industry.  Cooperation drives down long-term support costs because it allows industry and government to work together in order to develop innovative solutions to problems.  Cooperation is developed by maintaining open lines of communication between the PM and the support providers.    

One technique that is used to maintain open lines of communication and to prevent disputes from occurring is partnering through use of an Integrated Product and Process Development (IPPD) management process.   Partnering involves the PM and the support providers working together once the contract has been awarded to discuss mutual expectations.   The parties develop performance goals, identify potential sources of conflict, and establish cooperative ways to resolve any problems that may arise during contract performance.  The parties should agree to regular meetings through out the life of the contract in order to resolve issues as they arise.  

Other best practices for contract administration and conflict resolution can be found in the OFPP, Best Practices for Contract Administration.  

On those occasions where poor contract performance or other unresolved issues causes the government to decide to terminate the performance based contract, it is essential that an “exit strategy” has already been developed and made part of the original contract.  The exit strategy should include the identification of alternative organizations that are capable of providing support, a transition plan to facilitate such matters as the turnover of technical documentation, and appropriate contract clauses to execute the exit strategy. Alternative organizations should have been identified in the market analysis and can include both organic and commercial organizations.  The transition plan should identify specific roles, responsibilities, and actions required to transition the support from the existing contractor to an alternative organization.  Contract clauses should then be selected that would enable the government to execute the transition plan.  
2.3.8.
Manage Support Contract Through PSI

After awarding the performance-based support contract the PM, as the Total Life Cycle Systems Manager, is responsible for overseeing the contract and is accountable for delivering the agreed upon level of support to the Warfighter.  As discussed previously, PBL best practice is to establish a PSI who is responsible for delivering the product support.  Therefore, it is critical that the PM and the PSI cooperate in order to achieve Warfighter product support objectives     

The PSI should be selected and the performance-based product support contract should be documented and signed before the program enters the production and deployment phase.  In addition, funding should be available for testing and implementation of the selected PBL strategy.   After the weapon system is deployed the PM is responsible for periodically reviewing the PBL strategy in order to make improvements and to ensure the strategy continues to meet Warfighter requirements.

2.3.9.
Reassess Support Requirements and Strategy Periodically
As part of the Pre-Initial Operational Capability (IOC) review, the PM should verify that the PBL strategy is in consonance with the PSI’s plans to meet Warfighter objectives, that the performance based product support contract has been completed and signed, and that the necessary resources and product support elements to execute the PBL support strategy are available.   This assessment could be done in conjunction with the ILA.  For example, the PM should ensure the PSI has arranged for the necessary support equipment and facilities, the required training is being implemented, a maintenance plan has been developed, and critical spares have been acquired.  The PM and the PSI should discuss the plans with the Warfighter in order to ensure critical details are not being overlooked. 
Once the system has been deployed the PM should reassess the PBL support strategy at regular intervals.  The assessments should occur nominally every three to five years after IOC, or when there are changes in requirements/design or performance problems.  The PBL strategy should be reviewed to ensure that the level of support meets the level agreed to in the PBA.  In addition, the PM should meet with the Warfighter to ensure that the requirements documented in the PBA are still valid.   The PM, along with the PSI, should discuss any product support problems with the Warfighter in order develop improvements.  The PM should document the lessons learned in order to maintain and increase the Navy’s corporate knowledge of PBL.
2.4.
In-Service Systems 


The PBL strategy development process for in-service systems follows the same steps as outlined at the start of this chapter.  However, there are several characteristics unique to implementing a PBL strategy for an in-service system:

· Most in-service systems are supported through traditional organic processes, and, therefore, consideration of product support alternatives often leads to a strategy that is focused on providing commercial supply support through a single provider.  This strategy has also been called “prime vendor support.” 

· Implementing design changes that reduce the support requirement might be inhibited because the system is already developed and fielded.  Modifications to reduce support requirements, reduce logistics footprint and/or reduce TOC not only would be required to be substantiated through a BCA, but would also be subject to overall program modernization priorities. 

· More extensive cost and performance data should be available in order to perform a BCA and identify a preferred alternative support strategy.  Cost and performance data should be evaluated at the system, subsystem, and/or component level (see section 2.3.4.1) to assist in identifying PBL candidates.   The availability of this data also facilitates the development of a system cost and performance baseline within the BCA. 

The above characteristics unique to in-service systems should be considered during implementation.  
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CHAPTER 3: 
SUMMARY OF PROGRAM REQUIREMENTS
The DoD Template for Application of TLCSM and PBL in Weapon System Life Cycle, included in the 7 March 2003 memorandum issued by the Under Secretary of Defense for Acquisition Technology and Logistics (USD (AT&L)), summarizes the program requirements for PBL.  The template is the primary benchmark for assessment of weapon systems and associated sustainment strategies.  The key activities that a weapons system program implementing PBL must complete before each milestone are summarized as follows:

Key logistics activities that must be completed before Milestone B:
· Preparation and/or assessment of sustainment planning and parameters in the Capabilities Development Document (CDD) 

· Description of the product support strategy as documented in the Acquisition Strategy (AS) 

· Description of the appropriate logistics metrics, criteria, and funding requirements in the APB

· Description of the appropriate logistics considerations and test points in the TEMP

· ILA and logistics certification

Key Logistics information/activities that must be completed or updated before Milestone C:
· Updated support strategy within the AS

· Updated logistics criteria and parameters with the APB

· Logistics and overall sustainment requirements as referenced in the Capabilities Production Document (CPD)

· Logistics parameters and test points in the TEMP

· Acceptable performance in development, test and evaluation, and operational assessment, to include:

· Mature software capability

· Acceptable interoperability

· Acceptable operational supportability

· Demonstration that the system is affordable throughout the life cycle, optimally funded, and properly phased for rapid acquisition

· ILA and logistics certification

Key logistics activities that must be completed or updated before Operations and Support:
· Satisfaction of sustainment criteria addressed in Initial Operational Test and Evaluation (IOT&E)

· Performance Based Logistics Agreements (PM, Product Support Integrator and Warfighter, PM, Product Support Integrator and Providers).

· Fully funded sustainment program

· Pre-IOC Review
· This review performed at Service – level is carried out to:
· Confirm design maturity of the system

· Determine status of correction of any deficiencies identified.

· Confirm configuration control

· Certify Product Support Integrator/Providers plans to meet Warfighter requirements

· Verify Product Support Integrator/Provider agreements/contracts and funding in place

·  ILA and logistics certification

A graphical representation of the PBL process as it relates to the system life cycle is shown in Figure 2.7.




APPENDIX A: 
NAVSEA PBL STRATEGIES
This appendix supplements the information in the main body of the Program Manager’s Guide to the Application of Performance Based Logistics (PBL) and provides specific guidance to help Naval Sea Systems Command (NAVSEA)/Program Executive Officer (PEO) Program Managers and their PBL Integrated Product Teams (IPTs) implement PBL for their respective programs. There may be methods to achieve PBL other than those identified in this appendix. Each program must do what best achieves its specific needs and those of the Navy in general. The goal of this appendix is to provide methods, tools and examples that may be useful to programs in the process of implementing PBL concepts. In particular, the Appendix is intended to provide tools for developing the Tailored PBL Strategy, specific examples of objectives and metrics, and lessons learned from PBL implementations. This document does not provide specific directions to every circumstance. Additional guidance can be obtained by contacting SEA 04L. This document, in conjunction with the Program Manager’s Guide, supports NAVSEA Instructions (NAVSEAINST) 4000.7 and 4000.8.

Figure A - 1.  PBL Development Process 
A.1.  Tailored PBL Strategy
A.1.1 Evaluate PBL Candidates

This section supplements information provided in Section 2.3.4 of the Program Manager’s PBL Guide.

As discussed in Section 2.3.4.1 and Figure 1-6 of the Program Manager’s Guide, there are numerous possible candidates for PBL implementation. PBL concepts can be applied at the system level and equipment level, as well as the component level as indicated by the S1 (all elements for entire system) to C3 (single element for single component) designations of the PBL Codes. Furthermore, in treating the ship as a total system, PBL can be applied and tailored at the ship level. PBL is applicable during all stages of the acquisition process from MS A through MS C.  

PBL candidates can also refer to specific product support functions as compared to specific systems. In some instances there may not be an organization with the capability or motivation to function as a PSI. In such cases an acquisition program can consider implementing PBL for specific logistics elements vice the entire system. Examples of this are some of the Naval Inventory Control Point (NAVICP) PBL contracts that focus on supply support.
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Figure A - 2.  Sample PEO/IWS As-Is Process Template
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Figure A - 3.  Sample As-Is Process Diagram

One method to address specific logistics elements, particularly for in-service programs, is to develop a model of existing processes, or an As-Is Process model. This will provide a baseline of the current processes and products for each logistics element, along with who is creating the products. Once the baselines are developed, they are analyzed for potential improvements in terms of performance and resources required to execute the process. The baseline processes, modified with improvements, become alternatives or To-Be Processes. These improvements not only detail process improvements, but also who can perform the processes more cost effectively. With these improved logistics element alternatives/To-Be models, the Program Office can engage the contractor in an effort to jointly develop PBL requirements based on the enhanced processes. All processes must be compatible with and transparent to existing Warfighter logistics processes. Figure 3 is an example of an As-Is template. Figure A-3 depicts an actual As-Is Process diagram.

The PBL IPT must identify product support constraints, or “knowns” (identified under ‘Control’ in the As-Is template), that the program must work within and any assumptions, or “unknowns,” that must be made concerning supportability. Constraints and assumptions play significant roles in shaping system supportability concepts. The acquisition program manager documents his assumptions and constraints for each logistics area under consideration in the As-Is Template shown in Figure 3. Examples of program constraints and assumptions are identified in Table A-1.
	Program Constraints
	· All product/system spares will be owned and managed by the system PSI

· Two-level maintenance concept: on equipment routine maintenance (Organizational Level (O-Level)) and for Depot Level (D-Level) refurbishment by remove and replace

· Off-equipment (D-Level) maintenance is performed by the contractor

	Program Assumptions
	· Total number of systems to be procured and supported

· Technology refresh and insertion cycles

· System operational life expectancy


Table A - 1.  Sample Program Constraints and Assumptions

A.1.2.  Formulate Product Support Alternatives

Initially the IPT is encouraged to brainstorm several different support alternatives. Once all alternatives have been identified, the PBL IPT then begins the process of narrowing these to three or four distinct and viable approaches or combination of alternatives.

Table A- 2 provides three examples of support strategy alternatives developed for typical NAVSEA acquisition programs.   This supplements information provided in Section 2.3.4.4 of the Program Manager’s PBL Guide.  The examples are notional and do not include all possible strategies.
	Alternative #1

 Contractor Logistics Support: Government Contractor Partnership
	Alternative #2

Mix of Government and Contractor Logistics Support
	Alternative #3

Organic Logistics Support: Contractor-Government Partnerships

	· End users function as on-equipment maintainers supported by Government technicians.
	· End-users function as on-equipment maintainers for each operationally deployed system supported by remote / shared government and or contractor technicians.
	· End-users function as on-equipment maintainers for each operationally deployed system, supported by remote / shared government technicians.

	· End users function as on-equipment maintainers supported by Government technicians.
	· Hardware depot maintenance performed by government and contractor activities under separate contracts for specified items. The contractor performs software depot maintenance.
	· Hardware depot maintenance is performed by government activities using commercial sub-contractors as necessary.

	· Hardware depot maintenance performed by government and contractor activities under separate contracts for specified items. The contractor performs software depot maintenance.
	· The contractor performs software depot maintenance.
	· The contractor performs software depot maintenance.

	· The government provides supply support using prime vendor or direct vendor delivery relationship with the OEM and/or secondary suppliers.
	· The government provides supply support using prime vendor or direct vendor delivery relationship with the OEM and/or secondary suppliers.
	· The government provides supply support using prime vendor or direct vendor delivery relationship with OEM or secondary suppliers.

	· The government owns rights to all technical data. The contractor develops maintenance and operator training materials and devices and provides documentation published in government format.
	· The government owns rights to all technical data. The contractor develops maintenance and operator training materials and devices and provides documentation published in government format.
	· The government owns rights to all technical data. The contractor develops maintenance and operator training materials and devices and provides documentation published in the government format.

	· The government provides maintenance and operator training and owns/operates associated training equipment and facilities.
	· The government provides maintenance and operator training and owns/operates associated training equipment and facilities.
	· The government provides maintenance and operator training and owns/operates associated training equipment and facilities.

	· The government develops all tactical training materials, provides training and owns/maintains training equipment and facilities and provides documentation published in a government format.
	· The government develops all tactical training materials, provides training and owns/maintains training equipment and facilities and provides documentation published in a government format.
	· The government develops all tactical training materials, provides training and owns/maintains training equipment and facilities and documentation published in government format.

	· The contractor performs engineering and configuration management, including obsolescence management.
	· The contractor performs engineering and configuration management, including obsolescence management.


	· The government performs engineering and configuration management, including obsolescence management.




Table A - 2.  Sample Support Strategies

A.1.3 Descriptive Assessment Method

It is recommended that the PBL IPT employ the descriptive assessment method as an early evaluation of supportability concepts for each logistics element as part of the process of tailoring the PBL strategy. The descriptive assessment method provides a structured approach to alternative development and assessment. It helps the PBL IPT to collect information and data for multiple criteria analysis, to develop best-value criteria, and to generate trade-off options. It serves to identify and assess the variables that affect each product support alternative. It supports future evaluation and selection efforts and provides the basis for key elements of product support agreements.

This assessment method yields a product that is highly useful for qualitative and quantitative evaluation of supportability alternatives. The method supports future evaluation and selection efforts and also provides the basis for key elements of product support agreements.

In assessing support alternatives, the PBL IPT must address the following questions:

· How will each alternative be delivered?

· How will it be implemented?

· Who will benefit and how?

· Who will be adversely affected and how?

· What supporting actions are required to achieve the benefits?

· What supporting actions are required to mitigate the disadvantages?
The assessment template provides a framework to capture the information and data associated with these questions. Once complete, each PBL alternative is evaluated against program-specific, best-value criteria.

Table A –3 is an example of the descriptive assessment template. The template is used to capture data regarding potential supportability alternatives.

A.1.4 Concept Nomenclature

These fields identify the name of the support concepts that are under evaluation by the PBL IPT (e.g., CLS, organic support). The Alternative Description field is where the support concept is defined.

An example of a CLS definition is:

Contractor performs all supply, maintenance and support and test functions and owns all associated material. Contractor has primary responsibility to provide material support to include training and configuration management. The Defense Working Capital Fund (DWCF) is not used.

A.1.5 ILS Elements

This template allows the PBL IPT members to tailor and focus on specific ILS elements and how they would function within the different supportability concepts. This template facilitates a critical view of the other ILS elements and how they may function in various support concepts.

A.1.6 Qualitative Assessment
Alternative advantages and disadvantages are identified as well as their associated enablers and mitigators. This information allows the PBL IPT to:

· Address each assessment element and its attributes;

· Provide specific, clear descriptions of each product support alternative;

· Individualize the evaluation of the advantages and disadvantages of each alternative;

· Develop specific recommendations on how to capitalize on the advantages of an alternative; and

· Identify actions that can mitigate the disadvantages of an alternative.

A.1.7. Best-Value Evaluation Criteria
In tailoring the PBL strategy, the assessment of product support alternatives requires an evaluation of the different technical capabilities contained within them. The best-value method uses both financial and non-financial factors to weigh the full range of benefits offered by each alternative approach. The best-value approach will provide an assessment of alternatives and associated preliminary cost data that will serve as an input to the business case analysis.

Decision makers must consider factors beyond financial results. These non-financial factors tend to be more subjective and harder to quantify. This multiple-criteria-based assessment method to rate product support alternatives makes this possible. The most important issue in selecting the criteria will be to determine how well the criteria reflect the long-term support needs of the program and how well they differentiate those needs among the different alternatives. The number of criteria will vary based on the specific needs of the program.

A.1.8 Non-Financial Criteria
Non-financial evaluation criteria are applied to address each supportability alternative’s technical and performance efficiency. The attributes for these criteria may include such considerations as technical approach and capabilities and management approach and capabilities. Attributes must be developed specifically for each tradeoff decision, taking into consideration the particular objectives and requirements of the decision. The evaluation criteria and their attributes should be discriminators determined by thorough research and evaluation as most likely to reveal substantive differences in technical approaches or risk levels among competing alternatives.

Evaluation criteria should be chosen only if the trade-off objectives warrant a comparative evaluation of that area. The following are three basic requirements for a non-financial evaluation criterion:
· There is a reasonable expectation of variance among alternatives in that area.

· A measurable variance differentiates alternatives either quantitatively or qualitatively.
· The criterion must be a true discriminator.
	Support Category
	Concept Nomenclature 
	ILS Elements
	                                                                    Qualitative Assessment

	
	Concept Name
	Description
	Maintenance
	Supply
	Transportation
	Training
	Technical data
	Support Equipment
	Pros
	Cons
	Pro Enablers
	Con Mitigators

	Contractor Logistics Support
	Full-service support contractor (contractor ownership)
	Contractor owns supply, maintenance, and support equipment and has primary responsibility to provide materiel support to include training, configuration management and most maintenance and supply required for system operation.  Does not use DWCF.
	O-level performed by FSRs.  
All maintenance above O-level performed by contractor personnel at contractor facility.
	Contractor owns, manages, and distributes all supply items. (Contractor has title to all reparable parts and consumable parts.
	Contractor responsible for transportation within supply chain.
	Training:  Prime contractor provides operational training and on-site FSR support.  
Training support: Prime contractor owns, operates and maintains operations simulators in support of training program.  Prime contractor owns and manages IETMs and other relevant ICW.
	Contractor retains control of and rights to technical data. Government need not own any of the tech data but should have access to it in exceptional, narrowly-defined circumstances.  
	Contractor retains ownership and responsibility for peculiar support equipment.
	1.  Single point of responsibility. 
2. Less risk in design/support disconnects.  
3. More efficient technology infusion.  
4. Less government support infrastructure. 
5. Program risk assumed by contractor. 
6. More design improvements from contractor reducing O&S costs.
	1. Contractor will try to optimize internal objective function.  
2. Risk of contractor's ability to surge or redirect efforts. 
3. Risk of contractor termination.  
4. Contractor may lack economies of scale in parts acquisition.  
5. Contractor may have to duplicate some of existing support infrastructure. 
6. Interface with government IT systems.
	1. As stipulated in program Acquisition Strategy.  
2. Inherent result of contractor's authority.  
3. Requires open system architecture and contract incentives.
4. Beyond PO responsibility.
5. Ensure contractor has appropriate authority commensurate with assumed risk.
6. Contractor incentives to encourage design improvements.
	1. Contract incentives, length and/or type.  
2. Contract incentives.  
3. Develop transition clauses in case contractor terminates agreement, including tech data.  
4.  No apparent solution - no obvious ROI for alternatives 
5.  Contract length and/or type. 
6.  Ensure contractor has interface.

	Organic Logistics Support
	Organic (Service)
	This concept utilizes military and government facilities for most support requirements.  In this case, each Service maintains its own support infrastructure to include maintenance and supply.  
	O-level maintenance performed by Service-specific organizations with contractor tech support as required. D-level work is assigned to the owning Service depot. 
	Consumables: DLA manages and distributes items for Services.  Reparables: Services manage, stock, and distribute for their own requirements.
	Government responsible for transportation within supply chain.
	Training: Prime contractor provides initial cadre training for maintainers.  Services assume responsibility thereafter.  Training support:  CLS for life-cycle of operations simulators. Short-term, initial support for maintenance simulators and/or IETMs used for training.  Services assume support responsibility thereafter.
	Government has data access rights as required.  Contractor retains ownership. 
	Government owns and manages.
	1.  Support assets within military chain of command ensuring responsiveness.
	1.  Risk of redundancy in capability.  
2. Potentially more costly due to duplicate stockage requirements.
	 
	1.  Relies on unit commanders to encourage meeting and exceeding readiness goals.  
2.  Can utilize funded R&M improvements.  
3.  Increasing depot output levels may require incentive payments to workers.


Table A - 3.  Descriptive Assessment Template

The simplest way to assess any potential evaluation criteria is to ask: “Will superiority in this criterion provide value to the program, and is the program or Warfighter willing to pay more for that superiority?”

In selecting evaluation criteria, one should avoid:

· Criteria that doesn’t accurately reflect Warfighter requirements

· Using too many criteria that dilute the true effect

· Criteria that is too resource intensive to evaluate

Following are examples of potential qualitative best value criteria:

· Wartime Readiness

· Maintainability:  Ability to keep system operating – repair of hardware and software failures, faults and anomalies

· Mobilization:  Ease of moving logistics support supplies and personnel to the battlefield

· Surge:  Maintenance capacity, supply capacity, stability of logistics workforce

· Peacetime Readiness

· Support training for wartime

· Stability and capability of maintenance organization and workforce

· Ability to respond to Operations Tempo (OPTEMPO) changes

· Ability to respond to requirements changes/demands through technology investments

· Ability to respond to obsolescence and diminishing resources

· Modernization (Technology Preservation)

· Ability to yield performance or support improvements through technology investments

· Ability to maintain systems technological capability

· Supply Chain Integration

· Synchronization of all parties involved in the supply chain (suppliers, manufacturers, distributors, dealers, customers, etc.) to meet the customer’s needs

· IT capabilities to enable seamless exchanges of information, goods, and services across organizational boundaries
A.1.9 Financial Criteria

Financial evaluation criteria address acquisition and operating costs of the supportability alternatives. The financial evaluation criteria are applied during the cost analysis process.

These evaluation criteria are used to assess the ability of the supportability alternatives to reduce cost from the program baseline cost estimate and stay within the allotted funding profile.  

Examples of quantitative best-value criterion are:

· Acquisition Costs

· Training and training equipment

· Technical data

· Interim contractor support

· Interim spares
· Operations and Support

· Hardware and software maintenance

· Contractor Logistics Support

· Supply support (contractor and/or Government)

· Training facilities, equipment and courses
A.1.10 Criteria Weighting

Using the Analytical Hierarchy Process (AHP), which is a systematic method to compare a list of objectives or criteria, Allows decision makers to weigh and place criteria in order of importance. 

For each criteria pair, the PBL IPT will

· Identify which criterion is most important

· Decide how much more important it is via an “intensity scale”

· Record answer in the criteria prioritization worksheet

Quantitative factors are compared with the qualitative factors initially to determine their rank in importance. When ranking alternatives against criterion, cost criteria are removed. Cost is addressed in the Business Case Analysis (BCA) step of the process.

The IPT will rank the best-value criteria from most important to least important. Using the information captured in the descriptive assessment template, the PBL IPT will assess the alternatives based on which alternative best satisfies program and Warfighter requirements based on the weighted best value criterion.

Table A-4 identifies the intensity scale and prioritization definition for weighting criteria. All criteria are assessed against each other (pair-wise comparison) to determine the criteria that will have the highest ranking. Table A-5 represents the criteria prioritization worksheet.

	Intensity Scale
	Prioritization Definition

	1
	Two criteria contribute equally

	3
	One criterion is slightly favored over another

	5
	One criterion is strongly favored over another

	7
	One criterion is very strongly favored over another

	9
	One criterion is favored to extremely important over another

	2, 4, 6, 8
	Use even numbers for compromise values


Table A - 4.  Intensity Scale and Prioritization Definition



	Criterion 1
	9
	8
	7
	6
	5
	4
	3
	2
	1
	2
	3
	4
	5
	6
	7
	8
	9
	Criterion 2

	Wartime readiness
	
	
	X
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Cost

	Wartime Readiness
	
	
	
	
	
	
	
	
	X
	
	
	
	
	
	
	
	
	Peacetime Readiness


Table A - 5.  Criteria Prioritization Worksheet
A.2. Objectives and Metrics

Program Office objectives will significantly affect the PBL strategy and alternatives for support.  Table A-6 provides sample Program Office objectives and system metrics for applicable logistics elements to assist in tailoring PBL strategies. The PSI should develop logistics support processes in a manner that will support these objectives. Successful achievement of these objectives is measured through metrics tailored to each of the logistics elements.

	Logistics Element
	Objectives
	System Metrics

	Supply Support
	· Delivery and replenishment of system spares concurrent with system delivery to meet test and evaluation, as well as operational requirements throughout the life cycle. These include Pre-Production Units (PPUs,) Low Rate Initial Production (LRIP), and Full Rate Production systems

· Transparent order fulfillment processes using Government-approved automated systems

· Integration with commercial military transportation and distribution systems

· Development and maintenance of spares computations and allowance levels in accordance with approved sparing models 

· Capture of system demand and order rate data 

· Spares changes delivered concurrently with equipment changes

· Material deliveries in accordance with Uniform Material Issue Priority System (UMIPS) response requirements

· Use of processes that facilitate obsolescence management and interchangeability of the end item
	· Customer wait time

· Fill rate

· Age and quantity of backorders 

· Response delivery time

· Requisition response time

· Repair turnaround time

	Training
	· Use of training processes that provide end users with the knowledge and proficiency to safely and effectively operate and maintain system     

· System training provided until migration to the life-cycle support activity

· Factory training provided through the use of simulation or system equipment hardware or software

· Curriculum development to support Operations and Maintenance (O&M)

· Use of Interactive Multimedia Instruction (IMI) to minimize life-cycle training cost

· Maximum use of existing training programs and infrastructure 

· Operator and technical training tied to Warfighter performance needs

· Training course effectiveness evaluated by end user testing and feedback
	· Estimated number of topics required vs. actual number provided

· Estimated vs. actual periods of instructional times

· Written test score results

· Performance test score results

· Training course through rate vs. pass rate

· Trainee formal feedback report analysis of results

· Reduction in the number of operator/maintainer-induced failures,

· Reduction in the number of requests for technical assistance

	Computer 
Resources 
Support
	· Creation of an environment where the PSI performs or manages all software mainte​nance functions throughout the system life cycle

· Establishment of processes and techniques that provide for software maintenance regardless of system location or operational status using secure methods to ensure information assurance
	· Percentage reduction in software maintenance actions performed by end user

· Reduction of software-induced failures

· Improvement in software Mean Time Between Failure (MTBF)

· Reduction in fault density

	Technical Data


	· Development of an Integrated Electronic Technical Manual (IETM) format that is easily adaptable to multiple system configurations

· Maximum use of existing Technical Data (TD) for updating, efficiency and cost effectiveness

· TM changes provided concurrently with equipment changes

· Integration and consistency of TD across ILS elements and products

· TD electronic formats compliant with DoD requirements (e.g., Automated Technical Information System (ATIS))
	· Training course pass rate

· Total number of Technical Manual Deficiency Reports (TMDRs)

· Change in the number of technical assist visits

· Total number of Planned Maintenance System (PMS) feedback reports submitted

	Configuration Management


	· Collaboration on proposed changes at the Government-specified level 

· Optimized management of obsolescence, interchangeability, and technology refresh for the end item

· Change documentation and processes are compatible with the DoD Configuration Management (CM) systems (e.g., Navy Data Environment (NDE), Ship Maintenance (SHIPMAIN))
	· Configuration baseline accuracy 

· Number of reliability improvements based on configuration changes



	Maintenance
	· O-Level maintenance consisting of remove and replace using an automated built-in maintenance fault isolation and fault detection capability 

· Elimination of maintenance assist modules or ready spares

· Reduction in the total maintenance man-hours required 

· Elimination of Intermediate Level (I-Level) maintenance requirements 
	· Reduction of maintenance induced failures

· Maintenance man-hour reduction

· Reduction in mean time to repair

· Increase in mean time between maintenance actions

· Reduction in total maintenance /repair costs

· Reduction in the number of non-failed items returned for repair

	Manpower and Personnel
	· No induced increase in shipboard manpower based on system requirements  

· Achievement of O-Level manpower requirements for O&M as specified in the Manpower Estimate Report 
	· Reduction in system manning requirements

	Support 

Equipment
	· Elimination of unique Systems Engineering (SE) requirements

· Reduction of system/equipment MTTR
	· Reduction in the number of unique SE requirements

· Reduction in system/ equipment Mean Time To Repair (MTTR)


Table A - 6.  Example Objectives and Metrics
A.3.  Lessons Learned

The PBL IPT should be prepared to address challenges to the necessity of developing the PBA. One of the key functions of the PBL IPT is to develop a set of metrics and corresponding performance measurement methodology for the system. DoD, Assistant Secretary of the Navy (ASN), and NAVSEA PBL Guidance documents provide references regarding potential metrics. Viable PBL metrics must be realistic, quantifiable, measurable and capable of being used to influence design. They also must support high-level end-user support requirements.

Linking metrics to existing Warfighter measures of performance and reporting systems is most beneficial. Many existing logistics and financial metrics can be related to top-level end-user performance outcomes.  In structuring the metrics and evaluating performance, it is important to clearly identify any factors that could affect performance but are outside the control of the support providers. While objective metrics should form the bulk of the evaluation of a support provider’s performance, the end user and the Program Office should consider adding some subjective metrics to provide flexibility in rating overall performance.
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APPENDIX B: 
Sample Documents

SAMPLE  B-1 – INITIAL PROGRAM ASSESSMENT

Purpose:  This document provides evaluation criteria to be used by Program Mangers (PMs) and their logistics managers to determine if a PBL strategy is appropriate for their program.  PMs and their staff should assess each new start program and ACAT I/II fielded program under their cognizance against each of the following six criteria and make a summary recommendation.  The assessment needs to weight the potential benefits and risks of PBL in terms of affordability and readiness improvements against overall program requirements, plans and future acquisitions.  The PBL strategy assessment also needs to assess the potential benefits received by an individual program against the systemic impacts on supportability and affordability across other programs/weapon systems.

	Item 1
	Criteria:  Life Cycle Stage
	Criteria Definition.  The earlier in the system life cycle that a PBL strategy is implemented, the greater the potential benefits.  PBL solutions require sufficient time to generate the positive returns necessary to off set the related capital investments.  Assess the current life cycle status of your program and the potential benefits (cost and readiness performance) associated with implementing a PBL strategy either now or as part of a planned system modification (i.e., spiral integration). Also address the impact that implementing a PBL strategy would have on overall program planning, schedule and cost.

	
	Program Office Assessment:  

AN/XX   XXX  System is pre-production.  There is good potential for improved readiness and decreased costs.  Discussions are underway with NAVICP Mechanicsburg for a PBL effort.


	Item 2
	Criteria:  Acquisition Program Strategy
	Definition.  PBL implementation must be incorporated within the overall program acquisition strategy.  Synopsize acquisition logistics and sustainment plans for your program’s Acquisition Strategy.  Identify any programmatic risks associated with implementing a PBL strategy.

	
	Program Office Assessment:  

The production contract will be awarded after a competitive solicitation.  PBL should be implemented as part of, or in concert with a production contract.  The NAVSEA Program Office is budgeting for interim support spares funds that could be used to award a PBL contract.


	Item 3
	Criteria:  Organic Impact
	Definition.  DoN logistics is aligned both horizontally by function and vertically by program.  Accordingly, an optimal PBL strategy at the program level may lead to sub-optimizing at the DoN or DoD functional level.  Assess the impact of your proposed PBL solution in terms that permit assessment of the effect of the PBL strategy on the DoN/DoD infrastructure.

	
	Program Office Assessment:  

The AN/XXX PBL contract will be awarded by NAVICP or in concert with NAVICP.  It will be structured to use MILSTRIP requisitions and normal DoD processes.  This will allow optimal returns at the program level without detracting from DoN/DoD infrastructure.


	Item 4
	Criteria:  Commercial Base


	Definition.  PBL may require both capital investment as well as shift in the Government/Industry relationships.  Industry partners may be required to commit to long-term relationships and assume additional risk, including peacetime and wartime considerations.  Assess your commercial business base in terms of their understanding of the DoN environment, ability to perform successfully, management ability, understanding of system supportability issues, and corporate commitment.  Given the current organic and industrial base, describe the long-term prospects for continued competition and sources of logistics products and services.  If performed, describe the results of the independent analysis (NCCA or other activity) regarding life cycle cost effectiveness of your PBL strategy.



	
	Program Office Assessment:  

The current prime contractor is XXX.  While the production and PBL contracts will be competed, XXX or another large defense contractor will likely be the PBL prime.  XXX has proven to be a stable, committed defense contractor with a robust understanding of Navy support processes and infrastructure.  XXX already provides life cycle support on the XXX, which is another PMSXXX program.




	Item 5
	Criteria:  Design Considerations
	Definition.  Assess the system design in terms of potential PBL benefits and risks.  Consider current and projected requirements and their introduction into the operational environment.  Address the risk associated with establishing incentives based on performance.  Address the risk associated with achieving ORD, KPPs, thresholds and other performance requirements.

	
	Program Office Assessment:  

AN/XXX is a technically complex system.  It will operate from the XXX class ships and will be the first XXX system.  The risk of reliability and operational problems is significant.  An incentive based PBL contract could lower the risk of achieving KPPs.




	Item 6
	Criteria:  Technology Considerations
	Definition.  Assess the technology base for your system in terms of potential PBL risks and benefits.  Address life cycle technology insertion/refreshment and the associated challenges and benefits to supportability.  Address the risk associated with achieving ORD, KPPS, thresholds and other performance requirements.

	
	Program Office Assessment:  

AN/XXX is a technically complex system.  However, its sub-components are commonly supported Navy systems.  Life cycle technology insertion/refreshment is anticipated to be similar to a normal Navy combat system.  There is some rapidly moving technology such as software and processing equipment, but there is also stable technology such as Launch and Recovery gear.




	Item 7
	Criteria:  Summary Assessment
	Definition.  Provide your recommendation as to whether or not your program is a viable PBL candidate.  Discuss the pros and cons, risks, benefits and other relevant aspects of your PBL recommendation.  Provide Fleet/Warfighter concerns and recommendations regarding a PBL strategy for your system.  If your program is a viable PBL candidate, describe the scope of applicability and proposed start and end date (fully implemented).  Address any factors that may not have been address in the other six (6) criteria areas.  If your program is not a PBL candidate provide supporting justification.

	
	Program Office Assessment:

AN/XXX is a viable PBL candidate.  

Supply support through PBL will likely be implemented in the FY04 timeframe and continue indefinitely.

Other support functions such as training, fleet technical assistance, technical documentation maintenance, modernization are also PBL candidates.  These functions will be more difficult to integrate into a PBL contract due to program office funding constraints.  Fleet funding lines would have to fund some of these functions.  USC Title 10 and A-76 also imposes possible constraints on placing these functions under PBL.



Acquisition Logistics Manager

Date


Program Manager


Date


Program Executive Officer

Date
Sample B-2 -  Performance Based Agreement
PERFORMANCE BASED AGREEMENT BETWEEN (XXXX Program Office) 

AND THE FLEET

1. Purpose.  This System/Subsystem/Component Level Performance Based Agreement (PBA) sets forth the life cycle performance objectives as agreed to by Commander, Fleet Forces Command (CFFC), and the _____Program Office.  These objectives form the basis of a x-year life cycle support contract for the ______Program Name.  The life cycle support contract will provide - explain the level (system, subsystem or component) and areas of support (single, multiple or all logistics elements), design, engineering and technical support addressed by this agreement.

2. Scope.  This paragraph should identify which/how many systems, subsystems and/or components to which the agreement applies, the platforms to which the agreement applies, and information related to length and content of contract, if known.
3.   Warfighter Performance Objectives. This ________PBA identifies performance objectives that will be the driving focus for implementing the PBL strategy for the __________systems.  This PBA incorporates system performance metrics as identified by the designated _______Fleet Representative and the ______Program Office in terms that are quantifiable for these ships. Detailed objectives based on these metrics should be contained in the Logistics Support Contract and be reviewed at major program milestones and annual reviews by the Fleet and ______Program Office include IPT representatives. 

3.1.
Warfighter Performance Objectives and Associated Metrics. The following overarching performance objectives and metrics are examples of those important to the Warfighter, and could be used in the Logistics Support Contract.

3.1.1. Objective – Availability. 

· Metric – Availability: Ao: the time free of C3 and C4 CASREPs for the system/sub-system/component that is the subject of the PBA.  

· Associated Metric: Fleet wide average for all systems over a 12-month period 

· Associated Metric: Time free of C3 and C4 CASREPs for a particular group of systems, such as those in a deployed Battle Group.

· Metric - Increased Availability: The change (increase) in the time free of C3 and C4 CASREPs from one 12-month period to the next, beginning with the start of the support contract.

· Metric - Readiness: Number of hours in a 24-hour period that the system is ready in a fully operational condition.

· Associated Metric: Fleet wide average for all systems in a 12-month period
· Associated Metric: Number of hours for the least ready system, of all systems, over a 12-month period.

3.1.2.  Objective – Cost.
· Metric – Mean Cost to Repair per Operating Hour: The average total cost (labor hours and material cost) and time required to restore equipment, or equipment interfaces within the _____ system to normal operational characteristics and/or design specifications, after a failure for any reason.

· Metric – First Pass Yield: The cost and schedule impact of drawing/technical data corrections for Title K and KP alterations and installation rework compared to the total drawing and technical data cost/time (as a percent) for corrections/rework required.
3.1.3.  Objective – Logistics Support.

· Metric – On Time and Accurate Delivery of Technical Data: Percentage of Technical manuals, operating procedures (e.g., EOSS, CSOSS) and other Technical Data provided to the ship or warehoused ashore are delivered on time and do not require rework.

· Metric - Configuration Management: The accuracy and currency of the Configuration Baseline as it relates to software and hardware.

· Metric – Alteration and ILS Document Deficiencies: The number of alteration and ILS documents delivered with no deficiencies compared to the total number delivered (percent) at End of Availability (EOA) or Installation (EOI).  A deficiency is the non-delivery of an ILS product (s) in at least an interim format. The metric would be applicable over the duration of the Life Cycle Support Contract.

· Metric – Fleet ILS Overrides: The number of alterations that the Fleet has granted permission to install prior to Ship Program Manager (SPM) certification of ILS for the alteration.  Metric applicable over the duration of the Life Cycle Support Contract.

3.2.  Warfighter Resources (Funding, Manpower, Facilities).  Define the funding for the phase you are in, and the Warfighter resources related to that phase. This section of the PBA needs to be updated as the program evolves and Warfighter resource requirement's change. 

4.  Roles and Responsibilities.  The roles and responsibilities of the participants are as follows:

a) Commander, Fleet Forces Command will: This section should include but not be limited to the following:

· Coordinate major Life Cycle Support efforts such as: Scheduled maintenance, training course schedules, and other schedule sensitive events with the operating schedules of the ships. 

· Monitor and analyze appropriate metrics in support of this PBA.  Additionally, as fleet measurement tools evolve, provide recommendations to improve or change metrics

· Provide material management interface and supportability data including historical demand data, reliability, and maintenance data to support metrics analysis and assessment of this PBA. 
· Provide Fleet IPT members (if applicable) to participate, together with Program Office designate representatives, in assessing performance objectives for the purpose of determining associated award incentives in support of the PBL contract.

· Designate representatives from the Fleet IPT to participate as voting members of the Award Fee Board to develop incentives associated with the agreed upon performance objectives from this PBA to be used in the PBL Support Contract.

b) The Program Manager Code will:

· Manage and assume responsibility for contract execution in support of the XXX Acquisition Strategy and/or Supportability Plan including the monitoring and analyzing of appropriate metrics for the PBA award fee and incentive processes
· Participate, together with a Fleet representative, in the assessment of performance objectives in accordance with the PBA for the purpose of determining award incentive based on PBL contract.

5. Constraints and Boundary Conditions.  The terms and conditions of this agreement: 

a) Will not supersede top-level program goals as stated in the Operational Requirements Document (ORD), Initial Capabilities Document (ICD) or revisions thereto.

b) May be affected by external factors such as DoN Planning, Programming, and Budgeting decisions, programmatic issues, and other unpredictable changes that would require this PBA to be re-addressed. 

c) Are limited to ships’ operation within the normal operating cycle (training for deployment, pre-deployment, deployment, stand down, routine maintenance period, etc.) and the performance objectives are required during wartime operations.

d) Do not apply to equipment subjected to failure such as battle damage during wartime operations or acts of terrorism.  Unusual damage that results in multiple catastrophic casualties and system deterioration are outside of the scope of the logistics support performance objectives.

6. Period of Performance.  The PBA is not a one-time event. These agreements reflect the dynamic relationship between Warfighter, government and the PSI throughout the system life cycle as the system evolves and requirements change. This agreement should be reviewed and updated annually or as deemed appropriate by the signatories. 
7. Implementation.

a) Upon signature approval of this PBA, ____(Program Office) will:

· Initiate development of a Performance Based Logistic (PBL) solicitation based on the performance objectives represented herein

· Assess proposals and award PBL contract 

b) At delivery, the ship’s crew will initiate tracking and reporting of applicable metrics prescribed herein.

c) _________(Program Office) will initiate collection and comparison of metrics prescribed in the PBL contract in support of performance objectives prescribed herein as part of the ___ (system, subsystem or component to be supported) Supportability Plan.  This will be performed progressively as ____ (system, subsystem or component to be supported) through ___ (specify duration).

d) _________(Program Office) and CFFC will jointly establish an IPT, which will:

· Meet semi-annually to review compliance with performance objectives and to make recommendations with respect to contract incentives/disincentives

· Meet annually to review efficacy of the PBA and to make recommendations to improve, revise, maintain or extend the PBA

· Meet as needed to resolve potential Reliability, Cost or Logistic Support issues identified during monitoring in the event that action is required prior to the next semi-annually meeting 

8. Approving Officials.

_____________________________                                  _____________________________ 
Program manager


        WARFIGHTER Rep 

_______________________
                    __________________           


DATE




 
        DATE

SAMPLE B-3 – PERFORMANCE WORK STATEMENT EXTRACTS*

*The following language is only intended as an example.  Specific language used in actual Performance Work Statements should be based on a program's own requirements.
Logistics

The goal of the Government is to establish a two-level maintenance concept with Government maintenance on-site and contractor depot support including: depot maintenance, inventory management, spares/supply support, provisioning, technical manual management and distribution, and emergency on-site assistance.
Training

The goal of the Government is to establish a single Government training center to handle maintenance and operator training for all three services using interactive training equipment and software that permits “lock-step” and “self-paced” instruction.
Data

The goal of the Government is to minimize the delivery of data in Government format and hardcopy and to maximize the use of a contractor-maintained electronic data library with data required to support SOW activities in contractor format.  Access to the current version of all program data would be provided to contractor and Government personnel working on the program.
Production and Support Planning

Acquire production planning for a follow on sole-source contract for sixteen (16) XXXX units.

Acquire support plans for spares, support equipment, technical data and training (maintainer and operator) during follow-on production and operations phase.

Acquire depot-level contractor logistics support plans for the operations phase.

Acquire Life Cycle Cost estimates including detailed production costs.
Logistics Objectives

Develop and Integrated Logistics Support (ILS) program to include technical maintenance and Commercial and Non-Developmental Items (CaNDI) documentation, prime contractor spares, provisioning technical documentation, inventory documentation, configuration documentation, training documentation, and other support elements needed to maintain and operate the training device when fielded.  The documentation shall be used during life cycle support for the device.

Establish contractor “Turn-Key” Logistics Support to operate and maintain the training device to a guaranteed reliability and availability level, including spares, associated user documentation, support data, test equipment, and maintenance training.

Train personnel in the operation and use of the XXXXX system and train Service Engineers in the configuration management responsibilities of the XXXXX system product baseline.
Support Objectives

Maintain an active Reliability and Maintainability program

Decreased number of unique repair parts and assemblies.

Decreased maintenance structure.

Decreased organizational training burden.

Increased flexibility of the approach to contractor logistics support with the benefit of supporting Logistics Directorate’s efforts to re-compete the CLS contract.

Greatly improved ability to conduct system upgrades, and to integrate new weapon systems and munitions.
Reduce organization manpower requirements both in the government and contractor support in efforts associated with exercise rotations and maintenance activities.
Repair, Replace, and Overhaul

The contractor shall make the decision to repair, replace, or overhaul as necessary the Equipment to meet the performance metrics of CLS.  All repair, manufacture, or overhaul work shall be to the Original Equipment Manufacturer’s (OEM’s) published standards and/or Service equipment data as applicable.

Maintenance Philosophy – The Government intends that organizational preventive maintenance is to be performance by Service personnel.  Organizational preventive maintenance is considered to be routine preventive maintenance, which is within the technical scope and ability of the frontline, user.

Emergency Maintenance – The equipment in question is subject to military operations.  The contractor shall provide procedures and policies for emergency repair and maintenance by Service personnel where operations and national interests dictate or failure of equipment occurs while at sea.

Warranty – The proposal shall address warranty of products and services and product or service recall procedures including independent engineering analysis supporting recall decisions.

Technical Publications – The contractor shall maintain applicable maintenance manuals and illustrated parts breakdown lists for the equipment in electronic format.  The Service prefers SGML format, tagged to Service standards.  This includes issuing periodic revisions to maintain accuracy of the data including, but not limited to, part numbers, maintenance procedures, repair limits, and test specifications.

Customer Service
The Contractor shall be required to provide a single point of contact service for Service users.

The contractor shall accept material and services requests electronically (electronic data interchange) or in writing (facsimile), with electronic data interchange (EDI) the preferred method.

The contractor shall propose a 24 hour 7 days per week electronic data link for the purpose of allowing designated Government personnel access to program data such as stock levels, repair data and performance metrics.  A report shall be required 90 days prior to the end of yearly contract term.

The contractor shall provide equipment reporting using mutually agreed upon software.  In addition, achieved reliability and availability data will be reported periodically in contractor’s format to substantiate compensation in accordance with the plan proposed by the contractor.

The contractor shall provide, at time of award, a 24/7-pager phone number for Government to notify the contractor of urgent requisitions, or other requisitions being transmitted during non-working hours that need to be filled on an emergent basis.  All urgent requisitions shall be processed during working hours.  Working hours are defined as Monday through Friday 0730-1700 CST, excluding holidays.

The contractor shall have the following information available for all orders and provide a report upon request from the government: Order Number, Date of Order, Cog, National Stock Number, OEM Part Number, requisition number, and unit address.

Logistics Objectives:
Sustain daily equipment serviceability (ES) of 90% for a Common Family of Medium Armored Vehicle systems.  ES is a readiness measure of the Brigade Combat Team’s ability to perform intended missions.   ES of 90% must be maintained for system and on board or integrated mission equipment regardless of source, and includes designated Operational Readiness Floats.  The Brigade Combat Team receives support from a tailored Support Battalion and through use of Reach-Back and use of an Intermediate Staging Base as agreed upon by the Government.

Technology Insertion

Offeror shall provide interface and integration support for new technologies and innovations for the life of the system.

Contractor Performance Metrics and Incentives
The goal of this contract is to encourage the Contractor to improve two key logistics metrics, availability and reliability, in order to reduce the cost of ownership over time.  The Contractor shall be responsible for maintaining accurate fill rate and reliability data in a contractor-developed database, which is subject to Government audit.  The database shall be described in the contractor’s proposal.

Operational Availability (Ao)

The overall objective of this specification is to attain an Ao as follows:


0.95 or higher at a 95% confidence level for each major component


0.975 or higher at a 95% confidence level for each system

The logistics down time shall be incentivized to provide sustainment repair parts and labor in less than 36 hours per action.  In no case should the Mean Logistics Down Time (MLDT) go above 100 hours at a 95% confidence level.  The contractor will be deincentivized by a factor of 1% per quarter, for any quarter, which they do not make their goal.
Mean Time Between Failure (MTBF)

With a 95% confidence, the MTBF shall have a minimum amount of operating hours in a field installed operational environment.  The following provides average operating hours for the 4 applications:


AAAA – 4400 hours annually


BBBB – 3000 hours annually


CCCC – 2800 hours annually


DDDD – 2000 hours annually
Mean Time To Repair (MTTR)

With a 95% confidence, the MTTR shall be 5 hours and have a maximum repair time of less than 24 hours for 95% of all failures.
Mean Time Between Overhaul (MTBO)
The MTBO will be 15,000 operating hours for major assembly removal.  The MTBO will be based on the highest failure rate item, which requires the major assembly to be removed.  The following provides the approximate number of years between overhaul for the 4 applications:


AAAA – 3.4 years


BBBB – 5 years


CCCC – 5.4 years


DDDD – 7.5 years

Contained in a Statement of Work (SOW) comes the following:  Statement of Objectives (SOO)
· Serve as the “go-to” organization for the user in the field for software solutions

· Improve readiness through quick response to field user’s issues and inquiries

· Provide outstanding support to PEO/PM for acquisition of new systems.
· Maximize actual work performed based on the system priorities and funding constraints

· Establish closer relationships with customers, improve responsiveness to user problems, and improve overall software support to the Warfighter

· Provide an unparalleled service for all MIL-STD-1553 integration and test issues for DoD

· Provide quality and comprehensive MIL-STD-1553 products for maintenance, by reducing the logistics footprint and improving readiness
SAMPLE B-4 – PBL Integrated Product Team Charter
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APPENDIX c:
ACRONYMS
AHP – Analytic Hierarchy Process

AoA – Analyses of Alternatives

APB - Acquisition Program Baseline

AQL – Acceptable Quality Levels
ASN (RD&A) – Assistant Secretary of the Navy for Research, Development & Acquisition 

AS – Acquisition Strategy
BCA – Business Case Analysis

BVA – Best Value Analysis

CDD – Capabilities Development Document
CICA – Competition in Contracting Act

CPD – Capabilities Production Document

DLA – Defense Logistics Agency
DoD – Department of Defense
DoN – Department of the Navy

DRPM – Direct Reporting Program Manager
DUSD (L&MR) – Deputy Under Secretary of Defense, Logistics and Material Readiness 

EOSL – End of Service Life

HSI – Human System Integration

ICD – Initial Capabilities Document

ICP – Inventory Control Point

ILA – Independent Logistics Assessment

IOC – Initial Operational Capability

IPPD – Integrated Product and Process Document

IPT – Integrated Product Team
ILS – Integrated Logistics Support

IOT&E – Initial Operational Test and Evaluation

ISEA – In Service Engineering Agent

JDMAG – Joint Depot Maintenance Activities Group
KPP – Key Performance Parameters

MDA – Milestone Decision Authority

MFOP – Maintenance Free Operating Period

MOA – Memorandum of Agreement

MOU – Memorandum of Understanding

MTTR – Mean Time To Repair
NAVICP – Naval Inventory Control Point
NAVSEA – Naval Sea Systems Command
NPDC – Naval Personnel Development Command

OFPP – Office of Federal Procurement Policy
ORD – Operational Requirements Document

OSD – Office of the Secretary of Defense
PBA – Performance Based Agreement
PBL – Performance Based Logistics

PEO – Program Executive Officers

PM – Program Manager
PSI – Product Support Integrator
RM&A – Regional Maintenance & Acquisition
SOE – System Operational Effectiveness

SOO – Statement of Objectives

TEMP – Test Evaluation Master Plan

TLCSM – Total Life Cycle Systems Management

TOC – Total Ownership Cost
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Figure 1- 4.  The Spectrum of Performance Based Logistics
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Figure B-1.  PBL Development Process
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Figure 2- 7.  PBL Process Overlay on System Milestones
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