31








448 SCMW  
Performance Based Logistics 

[image: 448TH SUPPLY CHAIN SUSTAINMENT WING COLOR_Transparentjun08]
Guidebook


Version 3 (01 Aug 2014)








Jeffrey Valentin, 448 SCMW PBL SME





Change Revisions

This Guidebook is a living document.  Revisions may be ongoing due to changes in strategy, policy, roles, missions or integration of other Air Force or joint-service references.


	Ver Nr
	Section
	Contents
	Page No.

	2
	4.2.3.3.3
	CSAG Cost Recovery – Updated per closure of 448 SCMW Quarterly PBL Review action item 02212013-1.
	25

	2
	4.2.6
	448 SCMW Quarterly PBL Review – Clarified that the review is a part of the Wing Transformation Board.
	26

	3
	2.1
	Updated the PBL definition.
	8

	3
	3
	Updated the term “Eight-Step Commodity Council Process” to “Eight-Step Process”.  Also, updated some of the items listed under the eight different steps.
	11 thru 19

	3
	3.1.5
	Removed statement that PBL is a service contract.
	16

	3
	4.3.2
	Removed statements that PBL is a service contract.
	27

	3
	4.2.10
	Added a section outlining contractor access to flying hour data.
	27

	3
	4.3.13
	Updated the drawdown of existing DLA inventory information.
	31






(This page was left blank intentionally.)
[bookmark: _Toc358803419]

Table of Contents

1.	Issue.	7
1.1	Problem Statement.	7
1.2	Purpose.	7
1.3	Content.	8
1.4	Guidebook Maintenance.	8
2.	PBL Overview.	8
2.1	PBL Definition.	8
2.2	PBL Types.	8
2.3	Potential PBL Benefits.	10
2.4	PBL Governance (Policy and Procedures).	10
2.5	PBL Monitoring and Reporting.	11
3.	PBL Process.	11
3.1	Eight-Step Process.	11
3.1.1	Step One  Review Current Strategy.	12
3.1.2	Step Two – Evaluate/Assess Current Market.	12
3.1.3	Step Three  Analyze Future Demands.	13
3.1.4	Step Four  Create The Future Strategy.	14
3.1.5	Step Five  Approve Strategy.	15
3.1.6	Step Six  Establish Contract Instruments.	16
3.1.7	Step Seven  Rollout Strategy.	18
3.1.8	Step Eight  Monitor and Improve.	18
4.	PBL Concept.	19
4.1	PBL Team.	19
4.1.1	Working Level IPT.	19
4.1.1.1	Program Manager (PM).	19
4.1.1.2	Procurement Contracting Officer (PCO).	19
4.1.1.3	Data Analyst.	19
4.1.2	Key Stakeholders.	19
4.1.2.1	ESM.	19
4.1.2.2	CC Director.	19
4.1.2.3	Supply Chain Manager (SCM).	20
4.1.2.4	System Program Manager (SPM).	20
4.1.2.5	Product Support Manager (PSM).	20
4.1.2.6	Product Support Integrator (PSI).	20
4.1.2.7	Product Group Manager (PGM).	20
4.1.2.8	Product Support Provider (PSP).	20
4.1.2.9	Public Private Partner (PPP).	20
4.1.3	Key Support Personnel.	20
4.1.3.1	448 SCMW PBL SME.	21
4.1.3.2	Office of Counsel Representative.	21
4.1.3.3	Budget Analyst.	21
4.1.3.4	Cost Analyst.  Develops the BCA.	21
4.1.3.5	Equipment Specialist.	21
4.1.3.6	Engineer.	21
4.1.3.7	Item Manager/Material Manager.	21
4.1.3.8	Defense Logistics Agency (DLA) Representative.	21
4.1.3.9	Depot Supply Chain Manager (DSCM).	21
4.1.3.10	Information Technology (IT) System Analyst.	21
4.1.4	Customers.	21
4.1.4.1	MAJCOMs.	21
4.1.4.2	System Program Office (SPO).	21
4.2	Key Processes.	21
4.2.1	BCA.	22
4.2.1.1	BCA Governance (Policy and Procedures).	22
4.2.1.2	BCA Documentation Requirements.	23
4.2.2	Integrated Master Schedule (IMS).	23
4.2.3	Financial Management and Budgeting.	23
4.2.3.1	Manual Budgeting.	23
4.2.3.2	CSAGS Fenced Target.	23
4.2.3.3	Financial Enablers.	24
4.2.3.3.1	AFWCF Funds.	24
4.2.3.3.2	Fenced Funding.	24
4.2.3.3.3	CSAG Cost Recovery.	25
4.2.3.3.4	Funding Shortfalls.	25
4.2.3.4	Annual Operating Budget (AOB).	25
4.2.4	Communication.	25
4.2.4.1	Governance Approval Plan.	25
4.2.5	Wing Training Plan.	25
4.2.6	448 SCMW Quarterly PBL Review.	26
4.2.7	AFPEO/CM Services Acquisitions Reviews.	26
4.2.8	Service Acquisition Workshop (SAW).	26
4.2.9	Better Buying Power 2.0 (BBP 2.0).	26
4.2.10	Contractor Access to Flying Hour Data.	27
4.3	Key Considerations.	27
4.3.1	Contract Structure.	27
4.3.2	Service or Supply Contract.	27
4.3.3	Commerciality.	27
4.3.4	Contract Type.	28
4.3.5	Contract Length.	28
4.3.6	Contract Metrics.	28
4.3.7	Incentives.	28
4.3.8	Engineering/Technical Issues.	28
4.3.8.1	Configuration Management.	28
4.3.9	Data Rights.	29
4.3.10	Technical Orders (TOs).	29
4.3.11	Item Unique Identification (IUID).	29
4.3.12	Information Technology (IT).	29
4.3.12.1	PBL IT Policy.	30
4.3.12.2	Contractor Access to D035.	30
4.3.12.3	Requisition Processing.	30
4.3.12.4	Asset Receipts/Issuance/Balance Adjustments.	30
4.3.12.5	Cataloging.	30
4.3.12.6	D200 File Maintenance and Asset Reconciliation.	30
4.3.12.7	Requisition Objectives and Readiness Based Leveling (RBL).	31
4.3.13	Drawdown of Existing DLA Inventory.	31
4.3.14	End State Program Management Responsibility.	31
4.3.15	Service-Level Type Agreements.	31
4.3.15.1	Performance Based Agreement (PBA).	31
4.3.15.2	Expectation Management Agreement (EMA).	31
4.3.15.3	Partnering Agreement (PA).	32
4.3.15.4	Implementation Agreement (IA).	32
5.	Context.	32
5.1	Time Horizon.	32
5.2	Risks.	32
Attachment A – Glossary of Acronyms	34
Attachment B  PBL Levels	37



Performance Based Logistics (PBL) Guidebook

[bookmark: _Toc395002392]Issue.

1.1 [bookmark: _Toc395002393]Problem Statement.  The current Air Force (AF) supply chain challenge is to balance efficiency and effectiveness while preparing, deploying, supporting and redeploying the systems, subsystems, and components required by an expeditionary AF.  This challenge is presented in an environment of reduced available funding with increased joint-services operations and all of the associated technical, supply chain management, and operational complexities. 

To meet these requirements, the Department of Defense (DoD) instructed all Services in Directive 5000.01 (first issued in May 2003):

To maximize competition, innovation, and interoperability, and to enable greater flexibility in capitalizing on commercial technologies to reduce costs, acquisition managers shall consider and use performance-based strategies for acquiring and sustaining products and services whenever feasible. For products, this includes all new procurements and major modifications and upgrades, as well as re-procurements of systems, subsystems, and spares that are procured beyond the initial production contract award...[Program Managers] PMs shall develop and implement PBL strategies that optimize total system availability while minimizing cost and logistics footprint.

In addition to this Directive, a memorandum from the Office of the Secretary of Defense (OSD) Acquisition, Technology and Logistics (AT&L) dated 14 May 2012 subject Endorsement of Next-Generation Performance-Based Logistics Strategies stated:

We must find ways to lower our O&S expenditures while maintaining the right readiness for our Warfighters. A key method to lowering O&S costs is the implementation of sustainment strategies that optimize readiness at best value. Appropriate use of Performance-Based Logistics (PBLs) will help to achieve affordable sustainment strategies and is a method for achieving our Better Buying Power (BBP) goals.

Over the last decade, several successful PBL strategies have been developed and implemented.  Still the full potential of PBL strategies to deliver cost-effective support to the Warfighter has yet to be realized.  There remain many systems, subsystems, and components that could be sustained via a PBL strategy which could maintain the right Warfighter readiness at a significant cost savings to the AF.  

1.2 [bookmark: _Toc395002394]Purpose.  This Guidebook serves as a “how-to” process guide intended to help accelerate development and execution of PBL strategies within the 448 Supply Chain Management Wing (SCMW).   This Guidebook can assist in the development, implementation and execution of PBL strategies.  Intended users are representatives from the various Commodity Councils (CC), Planning and Execution (P&E) squadrons and supporting functional groups.  

1.3 [bookmark: _Toc395002395]Content.  This Guidebook addresses the following topics:

· A general overview of the types of PBL strategies and the governing policies and procedures.
· The PBL strategy process (development, implementation and execution) using the Eight-Step process
· The PBL concept (the PBL team, key processes and key considerations)
· Context (time horizon, assumptions and risks)

1.4 [bookmark: _Toc395002396]Guidebook Maintenance.  This Guidebook will be maintained and revised by the 448 SCMW PBL Subject Matter Expert (SME).  At a minimum, the Guidebook will be reviewed/revised on an annual basis.  This Guidebook is available on the following Sharepoint site (hereafter referred to as the “Wing PBL Sharepoint site”):

https://org.eis.afmc.af.mil/sites/948scmg/429scms/GUMC/PBL/default.aspx

The Enterprise Sourcing Support Flight (ESSF) maintains access control to the Wing PBL Sharepoint site.  Please contact the 448 SCMW PBL SME to obtain access, as of the Guidebook publishing date that individual is Jeffrey Valentin 429 SCMS/GUMB.

[bookmark: _Toc395002397]PBL Overview.

2.1 [bookmark: _Toc395002398]PBL Definition.  In simple terms, PBL is a long-term contract for a system, subsystem, and/or component where a contractor is incentivized to achieve performance outcomes through the use of contract incentives and/or a performance-based approach (e.g. price-per-flying-hour).

2.2 [bookmark: _Toc395002399]PBL Types.  PBL strategies can vary greatly in scope and complexity.  A PBL strategy can be for a specific system/subsystem/component, several systems/subsystems/components, or some combination.  PBL strategies can involve multiple Services, have multiple metrics and have multiple incentive structures.  Historically, PBL strategies were classified as being a level I, II, III, or IV.  This classification is no longer used by the Services or industry.  For reference purposes, Attachment B provides an overview of the PBL levels.

Note that while a PBL strategy can be for a system, subsystem, or component this Guidebook focuses PBL strategies for subsystems and components.

	The AF PBL Center of Excellence (COE) at Wright Patterson AFB, OH (office symbol HQ AFMC/A8R) disseminates PBL information, policy, guidance, and other relevant information to help the AF develop PBL strategies.  The PBL COE is also responsible for providing the classification criteria used to assess if a program, contract, or commodity strategy can be classified as a PBL strategy.  Currently, the PBL COE is establishing criteria based upon the ten tenants of PBL as identified by the University of Tennessee in their report titled, “The Tenets of PBL.”  This report is available on the Wing PBL Sharepoint site under the folder titled Misc.  After the PBL COE has completed developing the classification criteria, this Guidebook will be updated accordingly.  Below is a synopsis of the ten tenets of PBL.

	Success Factor#1 – Alignment

Tenet #1 – PBL Knowledge and Resources.  Best practice success factors: (1) comprehensive organizational knowledge and experience in PBL, (2) organization has a PBL COE that leverages the PBL knowledge base, (3) a formal PBL benchmarking program exists, (4) PBL readiness assessment has been completed with an action plan to close the “gaps”, and (5) repeatable processes have been established to enable the implementation of better PBL in a timelier manner and at a reduced cost. 

Tenet # 2 – Organizational Support for PBL.  Best practice success factors: (1) strong consensus and participation from all stakeholders towards a common objective, (2) strong top-down support to align stakeholders for optimal solutions, (3) full engagement from customer and supplier senior leadership, and (4) PBL champions within both the Government and PBL contractor organizations.

Tenet #3 – Align Interests.  Best practice success factors: (1) Government and PBL contractor organizations have a common vision driving to a “win-win” solution, (2) business model is based upon achieving desired outcome – not a transactional approach, (3) True “partnership” mentality between Government and PBL contractor organizations, (4) focus is on total value proposition and total ownership costs, and (5) PBL rewards the contractor for innovation.

Tenet #4 – Workload Allocation and Scope.  Best practice success factors: (1) workloads are distributed to the most effective providers and (2) customer develops a Statement of Objectives that has a desired outcome in terms of high-level objective metrics that gives the PBL contractor the “flexibility to achieve the outcomes.”

Tenet #5 – Supply Chain Integration.  Best practice success factors: (1) organization has a supply chain management strategy focused on maximum integration for optimal effectiveness, (2) supply chain components align to optimize the end to end process, (3) established and well defined processes that guarantee alignment, coordination and horizontal integration, (4) transparency of customer and supplier involvement, and (5) customer allows supplier to make significant supply chain management changes to drive improvement. 



Success Factor #2 – Contract Structure

Tenet #6 – Appropriate Risk and Asset Management.  Best practice success factors: (1) balance risk by having a mitigation plan, (2) responsibility for managing most resource aspect and the risk is shifted to the supplier, (3) full inventory management and risk should be shifted to the supplier, (4) PBL contract includes adequate exit phase, and (5) PBL contract has off ramps that ensures flexibility as program matures and has identified limitations.

Tenet #7 – Contracting Environment.  Best practice success factors: (1) pricing model is based on mutual self-interest, optimal pricing model typically either fixed price or cost plus with profit margin tied to meeting desired targets, (2) incentives tied to top-level outcomes, (3) pre-defined contract price adjustment timeframes, (4) contract length is commensurate with payback period for supplier’s investments, and (5) longer terms contracts are preferred.

Tenet #8 – Funding.  Best practice success factors: (1) PBL funding is prioritized to maintain significant confidence of funding availability over total contract term and (2) complete visibility of funding.

Success Factor #3 – Performance Management

Tenet #9 – Establish and Align Top Level Desired Outcomes.  Best practice success factors: (1) performance focused on a few top-level outcomes, (2) metrics are aligned to the desired outcomes, (3) metrics are identified and tracked for the entire process, (4) metric accountability is aligned with the scope of suppliers authority, (5) data sources are accurate and timely, and (6) clear understanding of metrics across all levels.

Tenet #10 – Performance Reporting and Continuous Improvement Focus.  Best practice success factors: (1) supplier is incentivized to and given the flexibility to plan for and implement continuous product/process improvements, (2) metrics are reported on a regular basis at frequent intervals, (3) metrics are regularly reviewed by all functions and levels, (4) metrics are used to drill down and change the process to get results, and (5) fully automated dashboards with “drill down” functionality for root cause analysis.

2.3 [bookmark: _Toc395002400]Potential PBL Benefits.  Successfully implemented PBL strategies can have numerous benefits for the AF.  These benefits can include, but are not limited to: (1) cost savings, (2) improved subsystem/component availability and reliability, and (3) improved Depot Maintenance capability and efficiency. 

2.4 [bookmark: _Toc395002401]PBL Governance (Policy and Procedures).  Throughout the AF, the AF PBL COE disseminates PBL information, policy, guidance and other relevant information to help develop/implement/execute PBL strategies.  Within the 448 SCMW, there are two primary policies:
	
· 448 SCMW policy letter dated 4 Sep 2012, Subject: Use of Performance Based Logistics (PBL) Product Support Strategies.  This policy letter outlines the Wing policy on increasing the use of PBL strategies to assist the Wing in meeting logistics and installation mandated efficiency targets.  The policy letter provided a framework for the Wing to follow.

· Enterprise Sourcing Manager (ESM) policy letter dated 20 Jan 2013, Subject: Performance Based Logistics (PBL) Process.  This policy letter outlines the ESM responsibilities for managing PBL strategies and instituted a recurring Wing PBL review process.

A copy of these policies is available on the Wing PBL Sharepoint site under the folder titled Policy and Guidance.

2.5 [bookmark: _Toc395002402]PBL Monitoring and Reporting.  The AF PBL COE is responsible for reporting all PBL strategies in execution or development stages through the AF to the OSD.  Within the 448 SCMW, the reporting of all PBL strategies in the execution or development stages is conducted via the 448 SCMW Quarterly PBL Review (see Section 4.2.6).  

[bookmark: _Toc395002403]PBL Process.

3.1 [bookmark: _Toc395002404]Eight-Step Process.  To illustrate the PBL process from the development stages to the execution stage, this Guidebook utilizes the Eight-Step Process[footnoteRef:2].  Figure 1 below provides a brief overview of the process.  While it may appear as if the process steps are sequential, many are concurrent meaning that tasks from the various steps will likely be worked at the same time.  Also, at the beginning of the Eight-Step process it will likely not be known if a PBL strategy is the strategic sourcing option that should be pursued.  The determination of whether a PBL strategy should be pursued is usually dependent upon having a Commodity Sourcing Strategy (CSS) approved by the Sourcing Governance Board (SGB) and is assisted by a Business Case Analysis (BCA) (see Section 4.2.1). [2:  The accepted OSD 12-step PBL model provides the framework for the key concepts, activities, and implementation tasks necessary or required to execute a PBL strategy.  Because the CCs are responsible within the 448 SCMW for developing and implementing strategic sourcing initiatives, the Eight-Step process is being utilized by this Guidebook.  The OSD 12-step PBL model has been integrated into the Eight-Step process.] 





Figure 1: Eight-Step Process
[image: ]

3.1.1 [bookmark: _Toc395002405]Step One  Review Current Strategy.  The purpose of this step is to ascertain the how the subsystem/component being analyzed is currently supported.  The following is a sample list of the information, data, or tasks that may be collected or completed during this step:

· What are the Source of Repair Assignment Process (SORAP) requirements? (i.e. what are the Depot Maintenance workload requirements)

· What is the current and historical mix of Depot Maintenance and Contractor repair?
· If this mix does not align with the SORAP requirements what are the barriers and/or impediments?
· When will any repair contracts expire?

· What metrics (e.g. backorders, Mission Capable [MICAP] hours, Requisition Objective fill rate, etc.) represent the Key Performance Parameters (KPPs)?
· What are the KPP requirements and how does that translate into metric requirements?
· How is the current and historical metric performance?

· In terms of technical data, what data rights (limited, Government purpose, or unlimited) does the AF have?

· Who are the major stakeholders and customers?  What is their required level of support or involvement?
· This may include Major Commands (MAJCOMS), other Services, Depot Maintenance facilities, P&E squadrons, and contractors.

3.1.2 [bookmark: _Toc395002406]Step Two – Evaluate/Assess Current Market.  The purpose of this step is to review the current market to determine what strategic sourcing opportunities are available or possible.  Note that during this step it is important to consider the likeliness that a strategic sourcing opportunity is a sole-source or a competitive effort.  The following is a sample list of the information, data, or tasks that may be collected or completed during this step:

· Review past market research.

· Conduct current market research.
· Cross talk with other CCs.
· Perform internet searches.
· Review trade journals.
· Review market research from similar efforts.
· Submit a Request For Information (RFI).
· Issue surveys and questionnaires.
· Host industry days.
· Conduct site visits.
· Contact Small Business and Source Development offices.

· Review sourcing of parts (both DLA and Service managed).
· Review Depot Maintenance or Contractor repair Bill of Materials (BOM).
· Determine if parts are sourced via multiple, only a few, or one vendor.  Note that for PBL strategies the more parts that are sole-sourced increases the likelihood of a sole-source effort.

· Ensure any required AFMC Form 761 (AMC/AMSC Screening Analysis Worksheet) and AFMC IMT 762 (Contract Repair Screening Analysis Worksheet) screen actions are up to date.

· Ensure the NIINs associated with the PBL strategy have been input into the Strategic Contract Investigation Database (SCID).
· CCs and P&E squadrons shall, upon creation of a strategy, enter that information into the SCID module of the Strategic Sourcing Database (SSD). This ensures that the compliance database within Purchase Request Process system (PRPS) remains current.  

3.1.3 [bookmark: _Toc395002407]Step Three  Analyze Future Demands.  The purpose of this step is to fully analyze all of the strategic sourcing opportunities and determine the option that provides the AF with the best-value while meeting or exceeding the KPP requirements.  The following is a sample list of the information, data, or tasks that may be collected or completed during this step:

· Identify all possible strategic sourcing options.

· Identify any known or possible modifications/efforts/initiatives (i.e. an on-going reliability improvement program) that may impact future demands.

· Complete the initial BCA (see Section 4.2.1).  

3.1.4 [bookmark: _Toc395002408]Step Four  Create The Future Strategy.  The purpose of this step is to fully develop a PBL strategy.  Note that for the remainder of Section 3.1, the assumption shall be that a PBL strategy was selected as the way forward strategic sourcing option because it was the best option per the initial BCA .The following is a sample list of the information, data, or tasks that may be collected or completed during this step:

· Determine the full PBL strategy scope?
· Will this PBL strategy encompass a specific subsystem/component, several subsystems/components, or some combination?
· Will this be a joint-service or AF only effort?
· Will support of Foreign Military Sales (FMS) and/or other Services be required?

· Determine whether the strategy will be a sole-sourced or competitive effort.

· Determine workload allocation between Depot Maintenance and Contractor repair.[footnoteRef:3] [3:  Per Title 10: (1) Section 2464 - the DoD must maintain core logistics capability to perform maintenance and support of mission-essential equipment, (2) Section 2466 - not more than 50% of the funds available to a military DoD agency in a fiscal year for Depot-level maintenance and repair workload may be used to contract for performance of this workload by nonfederal Government personnel and (3) Section 2469 - existing Depot-level maintenance or repair workload valued at $3 million or more must be neither contracted out nor moved to another Depot-level activity without using public and private competition procedures or merit-based selection procedures.] 

· Must take into account the SORAP requirements.

· Work with the necessary stakeholders to develop PBL strategy metrics that accurately measure the KPPs and adhere to the ten tenets of PBL.
· Metrics should also align with overall Warfighter requirements.
· Determine how often metrics shall be monitored/reported.

· Work with the necessary stakeholders and customers to develop a Performance Work Statement (PWS), Statement of Work (SOW), or Statement of Objectives (SOO)[footnoteRef:4] that meets stakeholder and customer requirements and adheres to the ten tenets of PBL.  Note that sample PBL PWSs/SOWs are available on the Wing PBL Sharepoint site under the folder titled Examples/PWSs and SOWs. [4:  A SOO requires a contractor to develop and submit a SOW as part of their proposal.  The contractor SOW will be based upon the SOO requirements as well as any requirements specified within a technical requirements document.] 


· Identify and mitigate potential PBL strategy risks.

· Make sure the PBL strategy meets AF PBL guidance and policy.

3.1.5 [bookmark: _Toc395002409]Step Five  Approve Strategy.  The purpose of this step is to obtain all of the required approvals for the PBL strategy.  The following is a sample list of the documents or tasks that may need to be completed during this step:

· Approved Commodity Management Plan (CMP).
· Each CC shall have a CMP approved by the Sourcing Governance Board (SGB).
· The CMP details a CC’s overarching plan for how they will develop and implement strategic sourcing initiatives for the federal stock classes or components within their purview.  Each strategic sourcing initiative is defined as a unique “Spiral”.

· Approved CSS.
· As of the Guidebook date, each “Spiral” within the CMP that has an estimated total contract value of $75M or higher shall have a CSS that has been approved by the SGB.
· The CSS provides specific details concerning the “Spiral” or strategic sourcing initiative.
· Sample CSS template is available on the Wing PBL Sharepoint site under the folder titled Examples/CSS.

· Early Strategy and Issue Session (ESIS).
· Intent is to provide a roadmap for the Acquisition Strategy Plan (ASP), thereby reducing the risk of re-work and schedule delays.
· The required level of approval is dependent upon the estimated dollar value of the acquisition. 

· ASP.
· An ASP is a high-level business and technical management approach designed to achieve program objectives within specified resource constraints.
· The required level of approval is dependent upon the estimated dollar value of the acquisition. 

· Approved Justification and Approval (J&A), if required.
· An approved J&A is required for acquisitions that are sole-sourced or have limited competition. 
· The required level of approval is dependent upon the estimated dollar value of the acquisition. 

· Acquisition Plan.
· An acquisition plan is a documented plan that addresses all technical, business, management, and other significant considerations that will control an acquisition.
· The required level of approval is dependent upon the estimated dollar value of the acquisition.

· Approved Workload Approval Document (WAD), if required.
· A WAD is required if any portion of the repair touch labor for a PBL strategy is to or may be performed by a contractor.
· The required level of approval is dependent upon the estimated dollar value of the acquisition.
· Examples of WADs used in support of past PBL strategies can be found on the Wing PBL Sharepoint site under the folder titled Examples/WAD. 

· Approved Requirement Approval Document (RAD), if required.
· A RAD is required for all AFMC organizations that use contract support services and assigns responsibilities for processing and approving all support service requirements.
· The required level of approval is dependent upon the estimated dollar value of the acquisition.  
· Reference AFMCI 63-403 for information on the RAD process.
· Examples of RADs used in support of past PBL strategies can be found on the Wing PBL Sharepoint site under the folder titled Examples/RAD.  Note that any example RAD should only be used as an aid in developing a new RAD.  Due to the uniqueness of each PBL strategy, a new RAD should not simply “cut and paste” from a sample RAD. 

· Ensure the NIINs associated with the PBL strategy have been input into the SCID.
· CCs and P&E squadrons shall, upon creation of a strategy, enter that information into the SCID module of the SSD. This ensures that the compliance database within PRPS remains current.  

· Multi-Functional Independent Review Team (MIRT) Reviews, if required.
· At several critical decision points throughout the acquisition process, a MIRT may be required to provide an independent review and assessment.
· MIRT reviews can be referenced in Air Force Federal Acquisition Regulation Supplement (AFFARS) 5301.9001(b).


3.1.6 [bookmark: _Toc395002410]Step Six  Establish Contract Instruments.  The purpose of this step is to complete all of the required tasks from finalizing an RFP to contract award.  The following is a sample list of the information, data, or tasks that may be collected or completed during this step for sole-sourced efforts:   

· Complete development of a PWS, SOW, or SOO.

· Complete development of a Request For Proposal (RFP).

· Obtain business clearance.

· Issue RFP to the potential PBL contractor.

· Receive PBL contactor proposal.

· Evaluate proposals.  If required the following tasks may be required:
· Technical evaluations
· Pricing evaluations
· DCAA audit

· Obtain business clearance to enter into contract negotiations.

· Negotiate with contractor.

· Update the BCA to ensure negotiated contract prices achieve either “break-even” or a cost savings for the AF.

· Award contract to the PBL contractor.

The following is a sample list of the information, data, or tasks that may be collected or completed during this step for competitive efforts:

· Complete development of a PWS, SOW or SOO.

· Complete development of a Request For Proposal (RFP).  To include the Sections L (instructions, conditions, and notices to offerors or respondents) and M (evaluation factors for award).

· Obtain business clearance.

· Issue RFP via FedBizOps.

· Receive proposals from one or more offerors.

· Set the competitive range of offerors (this could occur multiple times after the proposals have been received).

· Evaluate proposals using the source selection process.  If required the following tasks may be required:
· Technical evaluations (acceptability and/or risk where applicable)
· Pricing evaluations
· Past performance evaluations

· Submit Evaluation Notices (ENs) (this could occur multiple times).

· Receive EN responses.

· Request Final Proposal Revision (FPR) from offerors.

· Receive FPRs from offers.

· Finalize evaluation reports from respective teams.

· Brief results of source selection evaluations to Source Selection Authority.

· Select offeror for contract award.

· Update the BCA to ensure contract prices achieve either “break-even” or a cost savings for the AF.

· Award contract to selected offeror.

3.1.7 [bookmark: _Toc395002411]Step Seven  Rollout Strategy.  The purpose of this step is to complete necessary tasks following contract award that will ensure successful PBL strategy implementation and execution.  The following is a sample list of the information, data, or tasks that may be collected or completed during this step:

· Work closely with the PBL contractor(s) to ensure a successful transition to PBL.

· Establish and execute an implementation plan.
· Establish a Transition Team of contractor and AF personnel.
· Notify all stakeholders, key support personnel, and customers of contract award.
· Finalize functional supply chain management responsibilities between AF personnel and the PBL contractor. 
· Finalize any required information technology interfaces.  See Section 4.3.12.
· If necessary, move assets to contractor warehouses (keep accurate records of all inventory movements).

3.1.8 [bookmark: _Toc395002412]Step Eight  Monitor and Improve.  The purpose of this step is to complete the necessary tasks to: (1) maintain PBL strategy effectiveness, (2) identify areas for improved effectiveness, and (3) provide lessons learned to the 448 SCMW PBL SME.  The following is a sample list of the information, data, or tasks that may be collected or completed during this step:

· Monitor contractor performance against contract metrics.

· Collect feedback and input from all stakeholders, key support personnel, and customers.

· Document lessons learned and provide to the 448 SCMW PBL SME so this information can be made available throughout the 448 SCMW.

[bookmark: _Toc395002413]PBL Concept.

4.1 [bookmark: _Toc395002414]PBL Team.  To successfully develop, implement, and execute a PBL strategy there must exist: (1) a dedicated cross-functional Working Level Integrated Product Team (IPT), (2) informed key stakeholders that support PBL strategies, (3) key support personnel that the Working Level IPT can rely upon for assistance, and (4) supportive customers.  
3.2 
3.3 

4.1.1 [bookmark: _Toc395002415]Working Level IPT.  A critical, early step is to establishing a cross-functional Working Level IPT that is dedicated to successfully developing, implementing, and executing a PBL strategy.  Note that as a PBL strategy progresses from development to execution the Working Level IPT will likely change.  This would be true when a CC develops and implements a PBL strategy and then the P&E squadron assumes responsibility for execution.  The following is a list of potential Working Level IPT members:

4.1.1.1 [bookmark: _Toc395002416]Program Manager (PM).  Responsible for overall management of the PBL strategy.

4.1.1.2 [bookmark: _Toc395002417]Procurement Contracting Officer (PCO).  Responsible for overall contract support of the PBL strategy.

4.1.1.3 [bookmark: _Toc395002418]Data Analyst.  Provides detailed analysis of data required to support the BCA, contract metric development, etc.

4.1.2 [bookmark: _Toc395002419]Key Stakeholders.  PBL strategies require an integrated, expanded, and coordinated relationship based on shared information among all participants operating in a joint environment across the AF weapon systems and supply chain management organizations.  The following is a list of potential participants who may be required to take part during the PBL strategy development, implementation, and execution stages:

4.1.2.1 [bookmark: _Toc395002420]ESM.  Single manager for all 448 SCMW sourcing strategies and processes responsible for development of commodity sourcing strategies for the supply chain enterprise.

4.1.2.2 [bookmark: _Toc395002421]CC Director.  Single manager assigned at each supply chain planning operating location (Hill AFB, UT; Robins AFB, GA; Tinker AFB, OK) to lead the development of the CMP and any required CSSs.

4.1.2.3 [bookmark: _Toc395002422]Supply Chain Manager (SCM).  Single manager of a group of Federal Stock Classes (FSC) or commodities responsible for demand and supply planning, cost, and warfighter support commodity sustainment activities.  Most likely this will be the subsystem/component Program Manager within the owning P&E squadron.

4.1.2.4 [bookmark: _Toc395002423]System Program Manager (SPM).  Designated individual with responsibility for and authority to accomplish weapon system program objectives for development, production, and sustainment to meet user’s operational needs. 

4.1.2.5 [bookmark: _Toc395002424]Product Support Manager (PSM).  A product support manager for a major weapon system implements a comprehensive product support strategy for the weapon system to ensure achievement of warfighter requirements.

4.1.2.6 [bookmark: _Toc395002425]Product Support Integrator (PSI).  An entity that can be within the Government or outside Government charged with integrating all sources of product support, both private and public, defined within the scope of a product support arrangement.

4.1.2.7 [bookmark: _Toc395002426]Product Group Manager (PGM).  Single manager of a product group responsible for all cost, schedule, and performance aspects of a product group and related sustainment activities.  PGMs have the same responsibilities as a weapon or military SPM. 

4.1.2.8 [bookmark: _Toc395002427]Product Support Provider (PSP).  Provides PBL support functions.  The PSP could extend to multiple tiers, including all levels of maintenance, and involves both public and private entities.  The PSPs are responsible for working with the assigned 448 SCMW PBL SME and affected key stakeholders to understand customer requirements and satisfy consumer demands.

4.1.2.9 [bookmark: _Toc395002428]Public Private Partner (PPP).  The Depot Maintenance organization providing the hands on labor for the repair portion of the PBL strategy.  Normally located within the Air Force Sustainment Center (AFSC) at the Air Logistics Complexes.  Also includes other service manufacturing, repair, and overhaul facilities.  The specific PBL strategy may include other DoD Depot Maintenance complexes depending upon the subsystem or component.

[bookmark: _Toc395002429]Key Support Personnel.

4.1.3.1 [bookmark: _Toc395002430]448 SCMW PBL SME.  Provides focused management support, schedules and facilitates lean events, monitors overall 448 SCMW PBL spend, and documents lessons learned.

4.1.3.2 [bookmark: _Toc395002431]Office of Counsel Representative.  Provides guidance and regulatory experience in review of acquisition documents, an RFP, a contract, etc. 

4.1.3.3 [bookmark: _Toc395002432]Budget Analyst.  Provides budgetary assistance and guidance.

4.1.3.4 [bookmark: _Toc395002433]Cost Analyst.  Develops the BCA.

4.1.3.5 [bookmark: _Toc395002434]Equipment Specialist.  Provides technical expertise on complex and sophisticated subsystems/components to support the overhaul and repair process. 

4.1.3.6 [bookmark: _Toc395002435]Engineer.  Provides engineering expertise for data screening, drawing reviews, determinations of commerciality, and other engineering decisions.

4.1.3.7 [bookmark: _Toc395002436]Item Manager/Material Manager.  Provides inventory management control for subsystems/components that are under their authority. 

4.1.3.8 [bookmark: _Toc395002437]Defense Logistics Agency (DLA) Representative.  Provides DLA requirements information and other PBL strategy information as needed.

4.1.3.9 [bookmark: _Toc395002438]Depot Supply Chain Manager (DSCM).  Provide interface and integration required to obtain support from Depot Maintenance, DLA, or other providers.

4.1.3.10 [bookmark: _Toc395002439]Information Technology (IT) System Analyst.  Provides AF IT systems assistance and guidance.

[bookmark: _Toc395002440]Customers.

4.1.4.1 [bookmark: _Toc395002441]MAJCOMs.  MAJCOM representative(s) responsible for the operations and logistics supportability of assigned weapon systems on behalf of all like weapon system users.
4.1.4.2 [bookmark: _Toc395002442]System Program Office (SPO).  The single point of contact with industry, Government agencies, and other activities participating in system acquisition process.

4.2 [bookmark: _Toc395002443]Key Processes.  The following is a list of possible key processes (beyond the normal required acquisition processes such as an acquisition plan, J&A, etc.) that may be required during the development, implementation, and execution stages of a PBL strategy:

4.2.1 [bookmark: _Toc395002444]BCA.  A BCA, also referred to as a business case or business plan, is a decision support document that identifies alternatives and presents business, economic, risk, and technical justification for selecting an alternative to achieve organizational or functional missions or goals. A BCA does not replace the judgment of the decision maker, but rather aid that judgment by evaluating the costs, benefits, and risks of the different alternatives.  A BCA can vary in size and scope depending on the requirements of the decision maker or reviewing organization.

Note that not all subsystems/components are good PBL candidates.  Subsystems/components that have the following tend to be better candidates for PBL strategy implementation: (1) significant installed populations, (2) high operational use and demand, (3) known costs and established demand patterns, and (4) have poor availability or reliability.

BCA information and examples are available on the Wing PBL Sharepoint site under the folder titled BCA.


4.2.1.1 [bookmark: _Toc395002445]BCA Governance (Policy and Procedures).  A BCA is required by OSD AT&L for PBL strategies.  Per AFI 63-101, Integrated Product Support Planning and Assessment, Section 6.6:

The PM shall perform a product support BCA to validate the product support strategy is cost effective, financially feasible, and optimizes system readiness…The PM revalidates the business case prior to any change in the product support strategy or every five years, whichever occurs first.

Note that an update to the BCA is required prior to PBL contract award as this represents a “change in the product support strategy” from the current product support strategy.  

There are two primary BCA guidance documents:

· AFI 65-509, Subject: Business Case Analysis.  Outlines when a BCA is required, the roles and responsibilities of the Stakeholders involved, and special considerations for the Air Force.

· AFMAN 65-510, Subject: Business Case Analysis Procedures.  Provides specific instructions on implementing AFI 65-509.  Specifically, this document synopsizes all of the required BCA documentation.

4.2.1.2 [bookmark: _Toc395002446]BCA Documentation Requirements.  AFI 65-509, Section 1.5 outlines specific BCA documentation requirements.


4.2.2 [bookmark: _Toc395002447]Integrated Master Schedule (IMS).  An IMS is also known as a Plan of Actions and Milestones (POAM) or a timeline.  An IMS is a fundamental management tool that is critical to performing effective planning, scheduling, and execution of work efforts.  An IMS provides a roadmap schedule of all the critical requirements and tasks from the development stage through contract award.  The IMS allows for identification of the critical path as it identifies requirements/tasks that are dependent upon other requirements/tasks.  Example IMSs are available on the Wing PBL Sharepoint site under the folder titled Examples/Integrated Master Schedules.

4.2.3 [bookmark: _Toc395002448]Financial Management and Budgeting.  PBL requires standard and responsive financial management processes covering planning, programming, budgeting, flexible resource allocation, budget execution, cost analysis, cost estimating, tracking, and reporting.  In the AF Working Capital Fund (AFWCF) environment, understanding the process to collect budget requirements for subsystems/components not in D200 and how to calculate the fenced funding required to meet a specific PBL strategy must be established and managed.  The Consolidated Sustainment Activity GroupSupply (CSAGS) is primarily responsible for AF-managed budget code 8 components. 

4.2.3.1 [bookmark: _Toc395002449]Manual Budgeting.  The ability to collect PBL CSAGS funding requirements and utilization depends upon the specific PBL strategy and level of contractor support required by the contract.  For example, for PBL strategies where the contractor is responsible for buy and repair forecasts the responsible Budget Analyst will “zero out” the Automated Budget Compilation System (ABCS) buy and repair requirements for each associated National Item Identification Number (NIIN).  The Budget analyst will then file maintain by Position Control Number (PCN) column H of ABCS.

4.2.3.2 [bookmark: _Toc395002450]CSAGS Fenced Target.  Figure 2 provides the SGB approved target for total PBL strategy spend as a percentage of total 448 SCMW spend[footnoteRef:5].  Note that the PBL spend target is an objective that may change over time and may be adjusted according to the results achieved by implemented PBL strategies.   [5:  448 SCMW spend is the sum of all forecasted repair, buy, and some engineering services spend.] 




Figure 2: PBL Spend Targets

[bookmark: _Toc343678102]
4.2.3.3 [bookmark: _Toc395002451]Financial Enablers.  Within the 448 SCMW, AFWCF are the primary source of PBL funding for the AF supply chain.  Support equipment uses annual Operations and Maintenance (O&M) funding.

4.2.3.3.1 [bookmark: _Toc395002452]AFWCF Funds.  The AFWCF may be used to fund PBL strategies only if: (1) the components are budget code 8 and currently supported organically by the 448 SCMW, (2) there is a defined customer base, (3) a well-defined and established buyer and seller relationship exists, and (4) the subsystems/components are currently managed and paid for by the CSAGS.  Note that if subsystems/components are not already funded by the AFWCF, it is not appropriate to move subsystems/components under the AFWCF for the purpose of establishing a PBL strategy.

4.2.3.3.2 [bookmark: _Toc395002453]Fenced Funding.  The PBL strategy is designed to use long-term support arrangements.  Due to this nature, significant funds are usually required to cover the cost of the agreement.  Setting aside large amounts of money hinders the 448 SCMW’s flexibility and can be harmful for subsystems/components that are not on an executing PBL strategy.  Setting aside funding is called fenced funding.  Fenced funding for PBL strategy programs is managed by the 448 SCMW/FM and any allocation to a PBL strategy must be approved by the SGB.  It is recommended that the PBL PM contacts the 448 SCMW/FM for any financial issues related to a PBL strategy.

4.2.3.3.3 [bookmark: _Toc395002454]CSAG Cost Recovery.  A point paper outlining a step-by-step process to set the latest acquisition cost and latest repair cost for PBL NIINs was developed in response to a 448 SCMW Quarterly PBL Review action item (#02212013-1).  This point paper can be found on the Wing PBL Sharepoint side under the folder titled Policy and Guidance.

4.2.3.3.4 [bookmark: _Toc395002455]Funding Shortfalls.  All PBL strategies should address funding flexibility in the contract.  This is required to accommodate force structure and operational changes or any other changes that could impact a PBL contract and/or available funding.  Procedures should be established within the contractual documents to allow for insufficient funding.  Examples of how a PBL contract can handle possible funding shortfalls can be found on the Wing PBL Sharepoint site under the folder titled Examples/Funding. 

4.2.3.4 [bookmark: _Toc395002456]Annual Operating Budget (AOB).  The AOB is the process the AF uses to allocated funds to the AF supply chain.  Funds are typically released several times throughout a fiscal year.  The availability of funds must be properly planned for to ensure appropriate funds are available for a PBL contract.

4.2.4 [bookmark: _Toc395002457]Communication.  Communication is vital for PBL strategies and the processes can vary widely depending upon the strategy, the potential contractor, the CC, and the P&E squadron.  Open and continual communication across the entire PBL team is critical to ensure all parties have the same understanding of the strategy and awareness of the current strategy status.   

4.2.4.1 [bookmark: _Toc395002458]Governance Approval Plan.  Within the AF Supply Chain 448 SCMW, strategic sourcing processes are governed by the following operating instructions:

· 448 SCMW Operating Instruction 23-0002, Subject: Strategic Sourcing.  This operating instruction establishes the 448 SCMW policy and procedures for strategic sourcing.

· 448 SCMW Operating Instruction 23-0003, Subject: Commodity Councils.  This operating instruction establishes the 448 SCMW policy and procedures for sustainment Commodity Council management of material sourcing activities.

4.2.5 [bookmark: _Toc395002459]Wing Training Plan.  The ESM, in conjunction with the Workforce Development Office, is developing a 448 SCMW PBL training plan.  This is currently an open 448 SCMW Quarterly PBL Review action item (#01302013-1).  This Guidebook will be updated accordingly after this action item has been closed. 

4.2.6 [bookmark: _Toc395002460]448 SCMW Quarterly PBL Review.  Purpose of this review is to brief the 448 SCMW leadership on: (1) the status of PBL strategies that are in development or execution, (2) review open action items associated with PBL, and (3) track PBL spend against total spend for the 448 SCMW.  This review is a part of the Wing Transformation Board which is held quarterly.  Past review briefing are available on the Wing PBL Sharepoint site under the folder titled Wing Quarterly PBL Reviews.

4.2.7 [bookmark: _Toc395002461]AFPEO/CM Services Acquisitions Reviews.  Per the AFPEO/CM Services Acquisition Guide, there are several reviews involving the AFPEO/CM.  These reviews include the Annual Execution Review (AER) and the Initial Contract Performance Review (ICPR).  The Strategic Sourcing Program Manager (SSPM) is responsible to manage the services contract review process across AFSC which includes contracts outside of the 448 SCMW.  These reviews are mandatory with explicit reporting templates and all PBL strategies will be reported using this process.  A copy of the AFPEO/CM Services Acquisition Guidebook as well as the DoD Services Acquisition Guidebook are available on the Wing PBL Sharepoint site under the folder titled Misc.  

4.2.8 [bookmark: _Toc395002462]Service Acquisition Workshop (SAW).  Per the OSD AT&L memorandum dated 06 Dec 2012 subject: Service Acquisition Workshop, each multi-functional team (this would be the Working Level IPT) that supports service acquisition requirements valued at $1B or more must participate in a SAW or an equivalent program, as provided by the Defense Acquisition University (DAU) or other appropriate provider.  The SAW, as offered by DAU, is an interactive, centrally-funded course that applies performance-based techniques to services acquisitions.  As of the Guidebook publishing date, Lyle Eesley at DAU (lyle.eesley@dau.mil or 703-805-4853) is the primary point of contact.  A copy of the referenced memorandum can be found on the Wing PBL Sharepoint site under the folder titled Policy and Guidance.

4.2.9 [bookmark: _Toc395002463]Better Buying Power 2.0 (BBP 2.0).  The OSD AT&L Better Buying Power memorandum dated 24 Apr 2013 subject: Implementation Directive for Better Buying Power 2.0  Achieving Greater Efficiency and Productivity in Defense Spending details seven focus areas to achieve greater efficiency and productivity in defense spending.  Those seven areas are:

1. Achieve affordable programs.
2. Control costs through the product lifecycle.
3. Incentivize productivity and innovation in industry and Government.
4. Eliminate unproductive processes and bureaucracy.
5. Promote effective competition.
6. Improve tradecraft in acquisition of services.
7. Improve the professionalism of the total acquisition workforce.

Addressing the initiatives within the BBP 2.0 is a requirement of both the ESIS and CSS.  The Better Buying Power tool is available on the Wing PBL Sharepoint site under the folder titled Misc.  This tool can aid the Working Level IPT in meeting the BBP2.0 ESIS and CSS requirements.  Additional information and training on the BBP 2.0 can be found on the DoD Better Buying Power website located at http://bbp.dau.mil.

4.2.10 [bookmark: _Toc395002464]Contractor Access to Flying Hour Data.  Past and future flying hours can be provided to a contractor by a PM or a PCO so long as:

1. A non-disclosure has been signed by the contractor  within the last 12 months.
2. A DD-254 from the contractor has been approved within the last 12 months.
3. The contractor has a legitimate "need to know" (e.g. contractor is submitting a proposal on a PBL strategy or the contractor has an awarded PBL contract, a contractor cannot have access to AF flying hour data unless they need it for a specific legitimate reason).

Also, if the flying hour data provided is only detailed down to the mission design series then there are no additional concerns.  However, if the flying hour data is detailed down to the unit level or by location, deployment schedule, etc. then there may be additional security concerns that would have to be overcome (it is highly unlikely a  contractor would ever need to know that level of detail).  As of the Guidebook publishing date, the POCs at AF-A3-5 are Melissa Atwood and Brenda Sullivan.

4.3 [bookmark: _Toc395002465]Key Considerations.  The following is a list of possible key considerations that may need to be addressed during the development, implementation, and execution stages of a PBL strategy:

4.3.1 [bookmark: _Toc395002466]Contract Structure.  The contract is the document that establishes the legally binding agreement between the AF and the PBL contractor. 

4.3.2 [bookmark: _Toc395002467]Service or Supply Contract.  A PBL can be a service or a supply contract.  Reference the AFMC Supply vs Service Decision Tool for assistance:

https://cs.eis.af.mil/aq/Programs/Services/default.aspx

4.3.3 [bookmark: _Toc395002468]Commerciality.  A determination of commerciality is made by the PCO with support from the cognizant engineering authority (usually the P&E squadron assigned engineer).   Federal Acquisition Regulation (FAR) Part 12 applies to subsystems/components determined to be commercial.  FAR Part 15 applies to subsystems/components that are not determined to be commercial.  Determinations of commerciality impact the proposal pricing support required by a contractor.

4.3.4 [bookmark: _Toc395002469]Contract Type.  Either an Indefinite Delivery Indefinite Quantity (IDIQ) or requirements type contract can be used.  A requirements type contract is generally recommended when improved reliability is one of the KPPs.

4.3.5 [bookmark: _Toc395002470]Contract Length.  Contract length can vary depending upon the PBL strategy.  Multi-year contracts (e.g. a 5-year base with a 5-year option) are permissible but funding flexibility must be addressed in the event of funding shortfalls (see Section 4.2.3.3.4).  Per the ten tenets of PBL:

Contract length is commensurate with payback period for supplier’s investments.  Long term contracts encourage long-term investments to improve product or process efficiencies.
[bookmark: _Toc343678101]
Funding strategies need to be evaluated on a case by case basis and determinations regarding duration should be based on individual characteristics and merit.  

4.3.6 [bookmark: _Toc395002471]Contract Metrics.  Contract metrics should be high-level metrics/KPPs that align with the desired outcomes.  A PBL strategy should allow the PBL contractor as much flexibility as possible to meet the contract metrics.

4.3.7 [bookmark: _Toc395002472]Incentives.  A PBL contract may include both positive and negative performance incentives.  As an example, a firm-fixed price cost per flying hour PBL contract positively incentivizes a PBL contractor to improve reliability as fewer failures of the subsystem/components represents decreased costs and increased profit for the PBL contractor.  Either way, any incentive should be designed to “drive” the PBL contractor to achieve the desired PBL strategy outcomes.  

4.3.8 [bookmark: _Toc395002473]Engineering/Technical Issues.  Several engineering and technical issues need to be addressed when developing a PBL contract PWS or SOW.  Note that special considerations should likely be given to subsystems/components that are critical application items or critical safety items.

4.3.8.1 [bookmark: _Toc395002474]Configuration Management.  With a PBL strategy the AF will retain cognizant engineering authority and control.  For Engineering Change Proposals (ECP) (Class I and Class II) and deviations (major, minor, and critical), the PWS, SOW, or SOO must address the following:

· How will classification occur?  Possible approaches: (1) the AF and PBL contractor jointly determine classification or (2) the PBL contractor determines the classification and the AF approves of the classification.

· How will the PBL contractor submit an ECP or deviation?   The recommended approach is for the contract to identify specific Contract Data Requirements List (CDRLs) for Class I and Class II ECPs as well as deviation submissions.

· How and who will approve ECP and deviations submissions?  There are several possible approaches that should be fully vetted by the Working Level IPT and approved by the key stakeholders and customers.  For repair workload done at a Depot Maintenance facility, the AF could allow the PBL contractor the ability to implement Class II ECPs and deviations without AF engineering approval or the AF could require AF approval for Class II ECPs and deviations.  Note that approval delegated to a PBL contractor must be in accordance with the Air Force Life Cycle Management Center (AFLCMC) engineering authority or the authority delegated by AFLCMC to the P&E squadron.  For Class I ECPs, the AF will need to approve all submissions as this is required for the AF to retain cognizant engineering authority and control.  Note that no matter who has authority to approve ECP and deviation submissions, every effort should be made to reduce the approval lead time.  Examples are provided in the example PWSs/SOWs that are available on the Wing PBL Sharepoint site under the folder titled Examples/PWSs and SOWs.

4.3.9 [bookmark: _Toc395002475]Data Rights.  If the PBL contractor is granted authority to make component design changes, the Working Level IPT must structure the contract to allow the changes but retain data rights.  This can be accomplished upon completion or termination of the contract.  Appropriate CDRLs requiring submittal of the engineering data with the appropriate data rights markings is required.

4.3.10 [bookmark: _Toc395002476]Technical Orders (TOs).  The PBL contract must specify what repair manuals the PBL contractor is to use or is allowed to use.  If the PBL contractor is using AF TOs then the PWS, SOW, or SOO must specify how changes are made to the AF TOs (likely through the classification, submission, and approval of ECPs and deviations).  Note that under a PBL the AF still retains the responsibility to update the actual TOs, distribute them, and budget for any updates and distribution.

4.3.11 [bookmark: _Toc395002477]Item Unique Identification (IUID).  IUID requirements are applicable to PBL contracts and should be included within the contract per the Defense Federal Acquisition Regulation Supplement (DFARS) and MIL-STD-130.

4.3.12 [bookmark: _Toc395002478]Information Technology (IT).  The IT interface requirements between the AF and the PBL contractor will be defined based upon the PWS, SOW, or SOO requirements.  Improvements to existing AF IT infrastructure in support of PBL strategies is an open 448 SCMW Quarterly PBL Review action item (#01132013-1).  This Guidebook will be updated accordingly after this action item has been closed.  It is recommended that during the development of a PBL strategy that the Working Level IPT includes support from an IT Systems Analyst.  The following is a list of IT interface issues that should be considered:

4.3.12.1 [bookmark: _Toc395002479]PBL IT Policy.  Currently there is no approved PBL IT policy.  However, AFMAN 23-5, Volume 4, Chapter 24 has been drafted and will likely be approved in the near future.  This Guidebook will be updated once that approval occurs.  A copy of this document along with additional information on PBL and IT can be found on the Wing PBL Sharepoint site under the folder titled IT.  

4.3.12.2 [bookmark: _Toc395002480]Contractor Access to D035.  Currently the AF does not allow a PBL contractor direct access to D035A.

4.3.12.3 [bookmark: _Toc395002481]Requisition Processing.  In cases where the PBL strategy requires the PBL contractor to release requisitions, the PBL contractor will need an IT system that can interface with D035 to receive and process requisitions.

4.3.12.4 [bookmark: _Toc395002482]Asset Receipts/Issuance/Balance Adjustments.  In cases where the PBL strategy requires the PBL contractor to release requisitions, the PBL contractor will need an IT system that can interface with D035 to input asset receipts, issues, and adjustments.

4.3.12.5 [bookmark: _Toc395002483]Cataloging.  Under PBL, the AF retains cataloging responsibility.

4.3.12.6 [bookmark: _Toc395002484]D200 File Maintenance and Asset Reconciliation.  For detailed guidance on D200 file maintenance (i.e. budget program codes, termination codes, etc.) for subsystems/components on a PBL contract reference AFMAN 23-1.  Per AFMAN 23-1, section 1.14.1:

When a PBL contractor is required by the contract to do all the demand and supply planning including requirements calculation for the items and is using its own data systems to fulfill the obligation, the PBL contractor and ALC inventory management specialists, equipment specialist and production management specialist are not required to check within D200A/F the inputs of Government systems overlaying to D200A/F for those items covered by the PBL contract. The input systems are responsible for the accuracy of the data provided.

AFMAN 23-1, section 28.1 states that even when the PBL contractor is responsible for demand and supply planning that the Item Manager/Material Manager is still responsible for maintaining all asset reconciliation records.

4.3.12.7 [bookmark: _Toc395002485]Requisition Objectives and Readiness Based Leveling (RBL).  When D200A is not being file maintained for demand and supply planning then the subsystems/components will need to be added to the RBL exclusion list.  This can be done by contacting AFSC /LGPM.  As of the Guidebook publishing date, George Zeck at AFSC/LGPM is the primary point of contact.  Note that the peacetime operating stock portion of the requisition objectives will still adjust based upon the Repair Cycle Demand Level (RCDL) (reference AFMAN 23-110, Volume 2, Part 2, Chapter19).

4.3.13 [bookmark: _Toc395002486][bookmark: _GoBack]Drawdown of Existing DLA Inventory.  Per DoDM 4140.01 volume 3, “[The Services and DLA will] maximize the use of existing government owned inventory before seeking new commercial support on all PBL arrangements and partnering agreements.”  A PBL strategy must include a drawdown of existing DLA inventory to avoid DLA having significant quantities of unused inventory which would negatively affect their cost recovery.  Local DLA representatives should be contacted early in the PBL strategy development process to develop a DLA drawdown agreement which specifies the drawdown approach and quantities.  An example of a DLA drawdown agreement between the AF, the PBL contractor, and DLA is available on the Wing PBL Sharepoint site under the folder titled Examples/DLA Drawdown.  Note that the AF and DLA must also have a plan in place for DLA parts sustainment during PBL implementation.

4.3.14 [bookmark: _Toc395002487]End State Program Management Responsibility.  The associated P&E squadron must be involved during the PBL strategy development stage to improve the efficiency and success of the transition of the end state program management from the CC to the P&E squadron.   A transition plan and continuity books detailing all program management responsibilities is recommended.  Examples of a transition plan and continuity books can be found on the Wing PBL Sharepoint site under the folder titled Examples/PBL Program Management.

4.3.15 [bookmark: _Toc395002488]Service-Level Type Agreements.  There are other service-level type agreements that should be considered as they may impact PBL strategy development, implementation, and execution.  The following is a sample list:

4.3.15.1 [bookmark: _Toc395002489]Performance Based Agreement (PBA).  A negotiated agreement between key stakeholders that formally documents the performance and support expectations.  This includes the commensurate resources, either commercial or government, that may be required to achieve the desired performance outcomes.

4.3.15.2 [bookmark: _Toc395002490]Expectation Management Agreement (EMA).  An agreement between the SPM and MAJCOMs that provides support expectations.  Purpose is to proactively resolve or de-conflict any potential issues over the program life-cycle sustainment.

4.3.15.3 [bookmark: _Toc395002491]Partnering Agreement (PA).  A public-private partnership between a contractor and either the AF or a specific ALC.

4.3.15.4 [bookmark: _Toc395002492]Implementation Agreement (IA).  An agreement between the PBL contractor and the associated Depot Maintenance organization(s). This agreement should provide the required manufacture, repair, and overhaul support required by all parties.  This agreement is not part of the contractual documentation but must align with the PWS, SOW, or SOO and other contractual requirements.  Usually, an IA requires a PA to be in place.

[bookmark: _Toc395002493]Context.

5.1 [bookmark: _Toc395002494]Time Horizon.  Multiple factors impact the length of time from PBL strategy development to PBL contract award.  The size and scope of the PBL strategy, whether the strategy is a sole-source or a competitive effort, whether the subsystems/components are commercial or not can all have a significant impact upon timeline.  It is recommended that the Working Level IPT create an IMS early in the development stage and maintain/update throughout the acquisition.  It is also recommended that the Working Level IPT keep all key stakeholders, key support personnel, and customers informed of any significant IMS changes. 

5.2 [bookmark: _Toc395002495]Risks.  There are several risks associated with PBL strategies that the Working Level IPT must consider or be cognizant of as a strategy is in the development, implementation, or execution stages.  The following is a sample list:

· Resource constraints and commitments/prioritizations (i.e. fiscal, manpower, equipment/materiel, and infrastructure, etc.).

· Failure to incorporate PBL strategies with the right KPPs could lead to increased costs.

· Too many PBL contracts with fenced funding commitments could reduce the flexibility of the CSAGS budget.

· Inability to use CSAGS funding to accomplish all PBL strategy requirements.

· Future budgets cuts, changes in the overall AF sustainment strategy, a lack of supplier performance, or legislative changes could hinder the effectiveness of PBL strategies.

· An inability to improve the AF IT infrastructure in support of PBL strategies could limit the effectiveness of PBL strategies.

· Excessive Government approval requirements can limit the effectiveness of a PBL contractor’s ability to meet contract requirements and achieve cost savings.

Note that the risks identified above represent only a small portion of the risks associated with the development, implementation and execution of PBL strategies.  The Working Level IPT must complete a formal acquisition strategy risk assessment using a standard process assisted by the Acquisition Center of Excellence at each Air Logistics Complex (ALC).

[bookmark: _Toc395002496]
Attachment A – Glossary of Acronyms

	ABCS
	Automated Budget Compilation System

	AER
	Annual Execution Review

	AF
	Air Force

	AFFARS
	Air Force Federal Acquisition Regulation Supplement

	AFLCMC
	Air Force Life Cycle Management Center

	AFSC
	Air Force Sustainment Center

	AFWCF
	Air Force Working Capital Fund

	ALC
	Air Logistics Complex

	AOB
	Annual Operating Budget

	ASP
	Acquisition Strategy Plan

	AT&L
	Acquisition, Technology and Logistics

	BBP
	Better Buying Power

	BBP 2.0
	Better Business Buying Power 2.0

	BCA
	Business Case Analysis

	BOM
	Bill of Materials

	CC
	Commodity Councils

	CDRL
	Contract Data Requirements List

	CMP
	Commodity Management Plan

	COE
	Center of  Excellence

	CSAG-S
	Consolidated Sustainment Activity Group-Supply

	CSS
	Commodity Sourcing Strategy

	DFARS
	Defense Federal Acquisition Regulation Supplement

	DLA
	Defense Logistics Agency

	DoD
	Department of Defense

	DoDIG
	Department of Defense Inspector General

	DSCM
	Depot Supply Chain Manager

	ECP
	Engineering Change Proposal

	EMA
	Expectation Management Agreement

	EN
	Evaluation Notice

	ESIS
	Early Strategy and Issue Session

	ESM
	Enterprise Sourcing Manager

	ESSF
	Enterprise Sourcing Support Flight

	FAR
	Federal Acquisition Regulation

	FMS
	Foreign Military Sales

	FPR
	Final Proposal Revision

	FSC
	Federal Stock Class

	IA
	Implementation Agreement

	ICPR
	Initial Contract Performance Review

	IDIQ
	Indefinite Delivery Indefinite Quantity

	IMS
	Integrated Master Schedule

	IPT
	Integrated Product Team

	IT
	Information Technology

	IUID
	Item Unique Identification

	J&A
	Justification and Approval

	KPP
	Key Performance Parameter

	MAJCOM
	Major Command

	MICAP
	Mission Capable

	MIRT
	Multi-Functional Independent Review Team

	NIIN
	National Item Identification Number

	O&M
	Operations and Maintenance

	OSD
	Office of the Secretary of Defense

	P&E
	Planning and Execution

	PBA
	Performance Based Agreement

	PBL
	Performance Based Logistics

	PCN
	Position Control Number

	PCO
	Procurement Contracting Officer

	PGM
	Product Group Manager

	PM
	Program Manager

	POAM
	Plan of Actions and Milestones

	PPP
	Public Private Partner

	PRPS
	Purchase Request Process System

	PSI
	Product Support Integrator

	PSM
	Product Support Manager

	PSP
	Product Support Provider

	PWS
	Performance Work Statement

	RAD
	Requirement Approval Document

	RBL
	Readiness Based Leveling

	RCDL
	Repair Cycle Demand Level

	RFI
	Request For Information

	RFP
	Request For Proposal

	SAW
	Service Acquisition Workshop

	SCID
	Strategic Contract Investigation Database

	SCM
	Supply Chain Manager

	SCMW
	Supply Chain Management Wing

	SGB
	Sourcing Governance Board

	SME
	Subject Matter Expert

	SOO
	Statement of Objectives

	SORAP
	Source of Repair Assignment Process

	SPLS
	Secondary Power Logistics Solution

	SPM
	System Program Manager

	SPO
	System Program Office

	SSD
	Strategic Sourcing Database

	SSPM
	Strategic Sourcing Program Manager

	TO
	Technical Order

	WAD
	Workload Approval Document





[bookmark: _Toc395002497]Attachment B  PBL Levels

PBL Level I

Government Responsibilities:
· Inventory Ownership
· Requirements determination and demand forecasting
· Requisition Management
· Basic data management (usage, demand, flight hours)
· Supplier performance monitoring/management
· Integration of logistics support elements 
· Sustainment Engineering (SE)

Supplier Responsibilities:
· Supplier Storage/Issue/Shipment
· Shipment of materials directly from supplier/repair point to user

Example Metrics:
· Repair and Delivery Performance

PBL Level II

Government Responsibilities:
· Same as PBL Level I

Supplier Responsibilities:
· PBL Level I supplier responsibilities plus
· Requisition status reporting
· Maintain agreed to Min/Max availability and delivery performance
· Supplier may share repair responsibility
· Supplier required to provide status & inventory visibility

Example Metrics:
· Repair and Delivery Performance
· Material Availability & Issue Effectiveness
 
PBL Level III

Government Responsibilities:
· All logistics support elements not transferred to supplier
· SE responsibilities not transferred to supplier
· Supplier performance monitoring/management
· Basic data management (usage, demand, flight hours)



Supplier Responsibilities:
· PBL Level I supplier responsibilities plus 
· Requisition management & status reporting
· Sole or joint responsibility for requirements determination
· Supplier owns or shares ownership of materials
· Supplier required to provide status & full visibility of Government-owned material
· Some logistics support elements moved to supplier

Example Metrics:
· Repair and Delivery Performance
· Material Availability & Issue Effectiveness 
· Reliability

PBL Level IV

Government Responsibilities:
· Contactor performance monitoring/management

Supplier Responsibilities:
· Most or all logistics support elements moved to supplier included are: inventory levels, maintenance philosophy, training manuals, full configuration control, and support equipment

Example Metrics:
· Operational Availability
· Sortie Generation Rate
· Mean time between operational maintenance failure
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