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1. For each Performance Based Logistics (PBL) initiative, NAVICP will conduct a Business Case Analysis (BCA).  This BCA is designed to quantify any cost benefits the Navy will realize through the initiation of a PBL contract.  These cost benefits may take the form of cost savings or cost avoidance.  The savings goal is to break even or better in both the Navy Working Capital Fund (NWCF) and in total cost to the Navy.  The purpose of breaking even or better in the NWCF is to protect our fleet customers.  Spare and repair parts for the fleet are purchased with NWCF and subsequently purchased by the fleet in a revolving fund arrangement.  Since PBL arrangements are funded with NWCF, and the costs subsequently passed on to the fleet customer, it is important not to increase the costs to our customers.

2.  The BCA process involves determining the Navy’s current cost of doing business.  

     This “without PBL” cost is then compared to the cost to the Navy if we execute a   

     PBL arrangement.  This “with PBL” cost includes both the PBL supplier’s costs as   

     well as residual costs the Navy will retain even under a PBL arrangement.
3.  Some cost areas considered in the BCA are: 

a. Depot Repair: Costs NAVICP expends to effect depot level repairs for the system 

      under study.  This includes repair actions performed by both organic and 

      commercial repair activities.  Commercial management costs and the cost of 

      government furnished material or equipment are included.

b. Wholesale Spare Parts Procurements: The costs NAVICP incurs to replenish    

      wholesale inventories.  This includes costs for scrapped material and material lost  

      in transit.

c. Retail Spare Parts Procurements: The costs NAVICP incurs to lay in retail level 

      inventory.  This is a savings area in as much as improved reliability and/or 

      response time will lesson the need to procure retail level inventory.

d. Warehousing:  Costs charged by the Defense Logistics Agency to receive, store and issue material from government distribution depots.

e. Transportation: Costs incurred to ship material through the government transportation system.  This includes shipment of both ready for issue (RFI) and not ready for issue (NRFI) material.

f. Fleet Maintenance Labor: The value of labor hours expended by Organizational (“O”) and Intermediate (“I”) level maintenance activities in support of repair efforts for the system under study.  This will generally be a cost avoidance.

g. Fleet Consumables: The value of consumable parts expended by Organizational (“O”) and Intermediate (“I”) level maintenance activities in support of repair efforts for the system under study.

h. Sustaining Engineering: Engineering and support costs incurred by the government to support the system under study.  This includes both government and contractor engineering functions.

i. NAVICP Operating Costs: Includes both labor and non-labor costs at NAVICP.  Because projected savings have already been removed from NAVICP’s budget, this will generally be a cost avoidance.

j. PBL Administrative Costs: Additional costs the Navy will incur if we execute a PBL arrangement.  These costs may include up-front costs for a PBL provider to set up a logistics system or costs to redistribute material from a government warehouse to the PBL provider.

k. Other Miscellaneous Costs: Other cost areas that can be identified may be included in the BCA.  Examples include:

1. Component Packaging

2. Support of support equipment

3. “I” level maintenance training

4.  All savings must be quantifiable and trackable.  All savings used in the calculation will be approved by the appropriate Navy resource sponsor in order to be used to support approval of the BCA.  Savings not approved by the appropriate resource sponsor may be identified in the VCA as a cost avoidance.  A cost avoidance is an area where there is financial benefit to the Navy but there are either no funds currently in the Navy budget to support this effort or the funds can not be re-programmed by the Navy.  An example of a cost avoidance would be fleet or NAVICP labor.  Care must be taken to ensure that there is no double counting of savings amongst various NAVICP programs (e.g. Logistics Engineering Change Proposals).

