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1.0
INTRODUCTION

The following provides supply support guidance for CANDI acquisitions to assist the  Program Manager (PM),  along with the appropriate Integrated Product Teams (IPTs), in providing support to the Fleet at the lowest cost possible without being detrimental to the Weapon System.  In accordance with the NAVSEA Program Manager Guide (PMG) the PM shall establish a Provisioning Team consisting of the PM, Technical Support Activity (TSA) and Naval Inventory Point (NAVICP) at a minimum, to determine the supply support methodology and establish the provisioning requirements for the acquisition.  


The PMG contains guidance for tailoring contractual requirements for an acquisition and can be found at www.nslc.fmso.navy.mil/TechLog/PMG/PMG.htm.  For further information please contact  Susan Farrar at NAVSEA  (703) 607-2442/ DSN 327-2442.  


The NAVICP Supply Support Handbook for NonDevelopmental Items also provides additional information and can be found at www.code05.icpmech.navy.mil/ndi/ndihome.htm. For further information contact Susan Keath at NAVICP (717) 790-1473/ DSN 430-1473, or at the following email address:  Susan_Keath@icpmech.navy.mil.


This document contains information to assist the Program Manager in the decision to acquire Commercial and NonDevelopmental Items (CANDI) and reflects the procedures utilized by NAVICP to support Commercial Off-the-Shelf (COTS) acquisitions supported via Just In Time Support (JITS).   


It is important to recognize that with the onset of acquisition reform the terms “Commercial Items, Commercial Off-the-Shelf  Items, and NonDevelopmental Items” have been redefined as follows:   


The Federal Acquisition Regulation (FAR) defines a Commercial Item as any item, other than real property, customarily used for nongovernmental purposes that has been offered and/or sold, leased or licensed to the general public;  This includes items that:  


a.   through advances in technology or performance, are not yet available in the commercial market, but will be available in time to meet the delivery requirements; 


b.  may incorporate modifications customarily available in the commercial market or minor modifications made to meet DoD requirements; 


c.  are customarily combined and sold in combination to the general public; 



d.  are for installation, maintenance, repair, training and other services procured to support an item if those services are offered to the general public and the Federal Government simultaneously and under similar terms and conditions, and the work force providing those services is the same used for providing such services to the general public; 


e.  are services offered and sold competitively in substantial quantities in the commercial market based on established catalog or market prices for specific tasks performed and under standard commercial terms and conditions; 


f.   are transferred between or among separate divisions, subsidiaries, or affiliates of a contractor; or 


g.  are nondevelopmental, if the procuring agency determines the items were developed exclusively at private expense and sold in substantial quantities on a competitive basis to multiple State and local governments.


The Federal Acquisition Reform Act (FARA) defines a Commercial Off-the-Shelf (COTS) Item as items  that are:

a. commercial;

b. sold in substantial quantities in the commercial marketplace; and


c.  offered to the government, without modification, in the same form in which it is sold in the commercial marketplace.”  Standard options are not considered modifications.

A NonDevelopmental Item is a statutory term describing items that have been previously developed for production.  More specifically, the FAR defines a NonDevelopmental Item as any previously developed item used exclusively for governmental purposes by a Federal agency, a State or local government, or a foreign government with which the U.S. has a mutual defense cooperation agreement; any item just described that requires only minor modification to meet the requirements of the procuring agency; or any item currently being produced that does not meet the requirements just described solely because the item is not yet in use.



A CANDI acquisition must meet the basic operational requirements of the Fleet and function in the operational environment.  Specifically, both CANDI and developmental acquisition programs must address logistic support, test and evaluation, Fleet operational assessment, reliability and maintainability, electromagnetic compatibility (when required), and safety issues.  An advantage of a CANDI acquisition is that it usually has a performance history addressing these issues that can be used to reduce or eliminate additional efforts required to resolve them.


The objective of any acquisition is to obtain a product that will do its intended job in its intended environment; can be repaired or replaced when it fails in a manner that does not degrade or add risk to its mission; and can do these things at the least cost.  Some major benefits of CANDI acquisitions are listed below.


(
Quick response to operational needs


(
Elimination or reduction of government R&D


(
Application of state-of-the-industry technology to current requirements


(
Reduction of technical, cost, schedule and performance risks


(
Access to commercial distribution networks


(
Selling to large number of users.  This provides the best protection against a vendor discontinuing production without offering a compatible replacement.


Any CANDI acquisition decision must consider life cycle cost, and both the benefits and risks of commercial items. Depending on the size of the market, the government may find itself with little or no control over future production or modification of the product.  Although the variety of applications for CANDI equipment contribute to support difficulties, effective methods of support are being developed.  The Provisioning Team has the flexibility to tailor support for each new CANDI equipment.  The Provisioning Team is a union of experts from individual areas of expertise, each knowledgeable in one or more elements of Supply Support.  The importance of teaming is discussed in Section 3.0 of this document.

2.0  CANDI CONCEPTS AND ISSUES

Flexible Integrated Logistic Support (ILS) should be applied to CANDI equipment because each acquisition will be unique.  Since traditional R&D and maintenance analysis are not required for the fielding of CANDI equipment, initial provisioning times can be compressed to meet accelerated installation dates.


The Federal Acquisition Regulations (FAR) mandate conducting a market survey to determine the availability of marketplace products for government use.  A market survey provides information on technologies, existing hardware and inherent industrial capabilities.  This information is evaluated by the various functional organizations to determine the suitability of a CANDI acquisition to meet operational, functional, service performance and ILS requirements.  Guidance for conducting market research can be found in SD-5 “Market Research,” July 1997.  This document can be found at www.acq.osd.mil/es/std/ndi/sd-5.htm.


The planning for CANDI supply support must start prior to the acquisition of the proposed CANDI end item.  The key to development of an accelerated supply support schedule is early involvement  with the Program Manager (PM) by the Technical Support Activity (TSA), In-Service Engineering  Agent (ISEA) or Cognizant Field Activity (CFA), and NAVICP.  These activities will assist the PM in developing the contractual requirements and support procedures with Defense Logistics Agency (DLA)/Navy material managers to allow for the most efficient and effective means of supply support.  The activities designated to perform specific functions and their responsibilities will vary with the uniqueness of each CANDI equipment and equipment sponsor.  When practical, use commercial practices and resources coupled with manufacturer’s warranty packages for the support of spare and repair parts.


For COTS acquisitions, the Provisioning Team should make every effort to develop a Just-In-Time Support (JITS)/Electronic Data Interchange (EDI) support method.  Using this support method will reduce the risk of stocking obsolete material.  It is essential that NAVICP coordinate the use of JITS/Paperless Ordering Placement System (POPS) with DLA managers to ensure timely response to Navy required material.  Other new and innovative approaches to support COTS acquisitions should be encouraged to ensure continued economy and efficiency.


Configuration management and control must be considered when evaluating CANDI alternatives during the acquisition process because the Navy has little control over configuration changes.  Changes to configuration are driven by the market’s functional requirements and technological advancements rather than by government forums such as Configuration Control Boards (CCBs).  We need to recognize CANDI affects and limitations on configuration management and control to allow for flexibility and adaptability in logistics planning.


CANDI supply support options are predicated on several key factors, most notably equipment cost, service life, configuration, and contractor capability to provide technical data.  In some cases, the contractor may perform functions (such as stockage, storage, issue, etc.) traditionally handled by the Navy supply system.  It is recognized that the mix of key factors will be different for every single CANDI acquisition, which complicates policy development and execution.

3.0
TEAM PROCESS


One of the biggest challenges of a CANDI acquisition is ensuring proper support for the system.  To meet this challenge it is imperative that support planning for a CANDI system occur as early as possible in the acquisition process.  Traditional ILS procedures, when applied to CANDI acquisitions, result in support planning much too late to influence the process of selecting, acquiring and supporting CANDI.  The rapid pace of CANDI acquisitions and deployment may surpass traditional support lead-times which is why ILS remains a critical factor in deciding what type of or whether a given CANDI acquisition/support strategy is feasible.


An acquisition strategy must be formulated by the Program Manager prior to conducting a market survey.  The market survey evaluates the suitability of CANDI as an acquisition approach.  Early participation by the various functional organizations helps to resolve issues affecting logistic support requirements and user operational suitability. The Naval Supply Systems Command (NAVSUP) designated the Naval Inventory Control Point as a point of contact for CANDI supply support issues.  The Program Manager may establish a specific Integrated Product Team (IPT) to develop logistic support for the acquisition.  This IPT membership for a CANDI acquisition may include:


* Acquisition Manager/Equipment Sponsor


* Program Manager For Acquisition (PMA) (NAVAIR)


* In-Service Engineering  Agent (ISEA) 


* Technical Support  Activity (TSA)


* Cognizant Field Activity (CFA)


* Type Commander (TYCOM) User/Customer


* NAVICP Logistics Management Specialist


* NAVICP Team:


      General Supply Specialist (GSS) (NAVICP, Mechanicsburg)


      Equipment Specialist (Provisioner) 


      (NAVICP, Philadelphia)


      Inventory Manager


      Reprocurement Technician


      Contracting Specialist


      Packaging and Preservation Specialist

 
      Budget Analyst


* Defense Logistics Agency (DLA) Representative


* Commercial Vendor

It is recommended that additional expertise from other disciplines be added if they will enhance the effectiveness of the team.

4.0
INTEGRATED LOGISTIC SUPPORT MANAGEMENT


Logistic support of CANDI is often a challenge due to compressed schedules, cost constraints and technology driven configuration changes.  Each CANDI logistic support strategy will be based on individual program needs and characteristics.  The CANDI support strategy chosen requires innovative and flexible logistic support approaches.


CANDI  is rapidly becoming the preferred way for Program Managers to procure hardware.  A CANDI acquisition enables the PMs to field systems more quickly without incurring R&D costs and ensures the latest state-of-the-industry technology is fielded.  These factors reduce overall program risk for the PM and are especially attractive in an austere funding climate.  Current supply support processes and mechanisms are designed to respond to the traditional acquisition process.  This process requires procurement of adequate Provisioning Technical Documentation (PTD) and a lengthy provisioning lead-time.  It is important to recognize that PTD is still required for CANDI.  Traditional supply support methodologies and Uniform Inventory Control Programs (UICP) often lack the flexibility to effectively deal with alternative or creative CANDI supply support philosophies.  To effectively support CANDI acquisitions, multiple supply support objectives must be achieved including:


(
Compressed provisioning timeframes


(
Development of contract strategies and methodologies to access the commercial support base


(
Negotiated requirements based on data rights constraints


(
Planned configuration control method (Configuration Management Plan)


(
Development of nonstandard ILS strategies.


CANDI supply support is a challenge requiring the evaluation of several key factors to design a method that is flexible, practical and cost effective.  These key factors include equipment cost, service life, configuration and a contractor’s ability to provide both technical and supply support.  Each factor must be weighed on its own merit, as well as in combination with other factors affecting supply support.  Development of a support methodology for each CANDI acquisition will differ with the mix of each of the key factors. Support considerations for CANDI should include alternative support options such as Direct Vendor Delivery (DVD) or Just-In-Time Support (JITS) if they are economically advantageous.


The Provisioning Team, including the Program Manager, should determine the supply support methodology for the CANDI acquisition.  The most cost effective and customer oriented supply support method should be selected.  There are various supply support methods to choose from:


*Traditional Support


*Local (purchase) Support


*Interim Contractor Support

*Lifetime Contractor Support


*Warranty



*Lifetime Buy/Procurement


*Lifetime Warranty


*Just-In-Time Support (JITS) 


*Traditional/JITS (mix)

*Direct Vendor Delivery (DVD)


With the exception of  JITS, DVD and warranty, these supply support methods are established options with separate handbooks/instructions.  Warranty utilization by an automated process through the supply system is being developed.  JITS is a new option available and is most suitable for COTS equipment/systems which have technology that changes at a rapid pace.  Policy for DVD is still under development.

The success of a CANDI acquisition depends on the combined efforts of all disciplines to plan an acquisition strategy.  The IPT(s) should be formed as soon as the PM becomes aware of a new system/equipment scheduled to be fielded.  The PM should ensure the TSA and NAVICP are involved early in the acquisition process for a new CANDI item.  Support planning must begin early enough to influence the acquisition and support of CANDI.  The appropriate IPT, with input from the Provisioning Team, should define the supply support and contract requirements necessary to deliver logistic support to the end user.  Since each CANDI acquisition is unique, front end support planning should be based on the following five major factors impacting the CANDI decision:


(
How will the CANDI item be used?


(
Where will the CANDI item be used?


(
How long will the CANDI  item be used?


(
When will the CANDI item be used?


(
Why is a CANDI item being used?

These decision factors are presented in Figure 1, which can be used to help determine the appropriate support method by evaluating each factor along each of the continuums shown in the figure.  Flexible planning must be used in developing a support method that can keep pace with rapid acquisition and deployment of the CANDI acquisition.  The PM may consult with the TSA and NAVICP contracting, provisioning, reprocurement and inventory management personnel when additional technical information is needed.


Early involvement by the TSA and NAVICP in the acquisition process is necessary to achieve rapid and low cost CANDI supportability.  Planning must be flexible without the use of a complex, protracted effort requiring extensive documentation and review requirements normally associated with Military Specification (MILSPEC) acquisitions.  The supply support drivers/requirements listed below should be simplified when implementing a CANDI acquisition.


(
Maintenance Philosophy


(
Provisioning Requirements


(
Sparing Methodology


(
Contract Execution


(
Equipment Population


(
Service Life


(
Repairables Management


(
Funding


(
Post Production Delivery


(
Post Production Support


(
Alternative Support Options


(
Phase Out Planning


Departure from traditional methods is necessary to meet the challenge of sound planning and careful tailoring of a CANDI acquisition at the lowest possible cost.


Typically, the greatest impact on the acquisition process can be the lengthy process of 

standard provisioning.  To compress the provisioning timeframe when the CANDI acquisition is being supported non-organically, only the minimal data elements required to support the CANDI Auto-Load should be requested.  It may be possible to extract the minimum data for provisioning from contractor drawings, commercial technical manuals, product catalogs or by a team sent to the contractor’s facility to perform a teardown of the equipment.  This nonstandard form of provisioning can save a considerable amount of time in processing PTD.  The time required for data analysis and validation is decreased because fewer data elements are required and the degree of validation is significantly reduced.  Completion of the provisioning cycle provides the baseline for preparation of allowance documents, which can be quickly made available to meet customers’ readiness objectives.  The following list provides the minimum data elements required for JITS for COTS acquisitions:


(1)  Source (CAGE number)


(2)  Part Number (contractor/OEM)


(3)  Item Name/Nomenclature (descriptive name)


(4)  Quantity per Assembly (as commercially delivered)


(5)  Price (negotiated)


(6)  Predicted Failure Rate (if available)
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Full competition for CANDI systems/equipments is normally performed by the PM 

as part of the initial acquisition.  CANDI acquisitions, as a rule, do not include full technical data and data rights because commercial vendors fiercely protect proprietary information.  A NAVICP Reprocurement Technician (RT)/Equipment Specialist (ES) develops a reprocurement Technical Data Package (TDP) within the Integrated Technical Item Management and Procurement (ITIMP) system to support the JITS process.  The TDP is developed as soon as the National Stock Numbers (NSNs) are assigned and a support contract is in place.


The appropriate IPT should plan a responsive and efficient method of support for the CANDI acquisition.  Generally for a COTS acquisition, the direct delivery associated with the JITS method is less costly and should be considered if the material is readily available from the commercial supply source.  However, special delivery needs may have to be addressed to meet CASREP, Non-Mission Capable Supply (NMCS)/Partial Mission Capable Supply (PMCS) requisitions and other Issue Priority Group (IPG) “I” material requirements.  This method of support also transfers many of the Item Manager (IM) functions to the contractor.  With this in mind, planned support should be based on reduced inventory levels. This may require the Item Manager to perform levels of analysis for monitoring item performance.


Primary to negotiations for the contract requirements is the computation of demands based on equipment population and the Technical Replacement Factors (TRFs) supplied by the contractor.  Even with JITS procurement where inventory control (stockage, storage and issue) is the contractor’s responsibility, it will be necessary to compute the expected demands.  The contractor can use these values to determine what levels of inventory should be maintained to support the JITS process.  For NAVICP, demands are made up of several categories including supply echelon and whether the demand is recurring or non-recurring.  From these categories, levels of inventory are built for wholesale, retail intermediate and consumer retail.  The contractor’s inventory should replace the need for wholesale system stock.  The NAVICP LMS has the option to establish a system stockage objective if forecasted requirements exceed the capacity of the JITS process or item management must be intensified as a function of usage, dollar-weighted usage, weapons systems critically, etc.  The same can be said for geographic support of the retail intermediate level; however, the risk of obsolescence increases with stockage at this level.  Consumer retail inventories of limited range and depth are computed using a selected COSAL or AVCAL allowance model.  The NAVICP LMS must determine if the cost of buying a greater depth of inventory provides a more responsive service to the customer.  


Planned Program Requirements (PPRs) are established to enable the IM to initiate procurement or repair actions to ensure availability of the material.  This form of advance planning by NAVICP is not required since the contractor fills each requirement upon receipt.  PPRs for anticipated non-recurring demand or protected special stock levels are not authorized for load against a JITS item including:


(
Fleet Modernization Program


(
Geographic Support (GEOSUP)


(
LO-MIX Maintenance Philosophy


(
War Reserve


(
Follow-On System Stock (FOSS)


(
Outfitting

Basically, the IM should not have to procure for any PPRs or backorders suspended awaiting material.  Material will be available at the contractor’s facility for the life of the contract.  The rules governing the management of COTS Field Level Repairables (FLRs) or Depot Level Repairables (DLRs) require flexibility to meet the support requirements for COTS items.  Traditional repair requires the IM to compute repair requirements and transmit repair directives to a Designated Overhaul Point (DOP) which is a costly and restrictive process.  A less costly method has the carcasses directly shipped back to the contractor by correctly coding the Master Repairable Items List (MRIL).  Since the Navy relinquishes custody of the carcasses, NAVICP does not need to track the repair and disposition of the contractor carcasses.  The objective is to get a carcass back to the contractor for each issue.  The savings equation can be simply put:

NUMBER OF CARCASSES = LOWER UNIT COST


NUMBER OF ISSUES


The responsibility for budgeting remains with the NAVICP LMS.


Navy requisitioning channels are greatly influenced by our policy to position assets close to the consumers.  The response time advantage gained by this policy is not necessarily traded off for the cost savings of JITS direct shipment.  The support contract allows the NAVICP LMS to set a response time based on requisition priority and criticality.  This contractual requirement is important since JITS is based on a centralized requisition process at NAVICP.  All requisitions pass through NAVICP for spot procurement and direct ship to the customer or a designated destination.  The NAVICP LMS should set guidelines for the IM to resolve any requisition that does not process automatically.  


Many of the items provisioned for future COTS will be consumable in nature.  To identify consumables to DLA that can be supported under the JITS concept, an Acquisition Advice Code (AAC) of “H” should be loaded against these items.  When Supply Support Requests (SSRs) are released to the appropriate DLA activity, support for these items will be acknowledged for potential support through JITS/POPS.  It should be noted that it is still up to the discretion of the DLA activity to use JITS/POPS, not the NAVICP LMS.  Those consumables determined to be design unstable are to be coded for retention under NAVICP management as IMC of “J.”


Repairables will be managed by NAVICP with inventory being stored at either stock points and/or a contractor's facility.  The NAVICP LMS should pursue JITS when it is possible to reduce the cost and risk involved with maintaining an inventory.  DLR repair support is a matter of degree and the NAVICP LMS must balance the degree of support with the cost of that support.  This will involve looking at each and every aspect of repair, which can be best explained through a series of example questions.


What form of repair do I need to support this item?


Is traditional repair cost effective?


What form of repairables support will the contractor perform?


Will the contractor give a receipt/acknowledgment report for returned carcasses for 

            negotiating yearly price?


Is carcass tracking required?


Can we accept refurbished material as new for a replacement?

The answer to these and other questions must be evaluated by the NAVICP LMS to select the best repair philosophy.  To keep the JITS cycle going for DLRs, carcasses are directed back to the contractor via the Advance Traceability and Control (ATAC) Hub to get the lower unit price.  To realize this goal, the MRIL must be loaded correctly citing the following information:


(
List the universe of NSNs


(
Are they COTS


(
LRC


(
CAGE(s)


(
Contractor(s) shipping address(es)


(
MOD Code set to “1”


(
Are B08 and PR12 required for support


A COTS item supported by the JITS process does not require Cyclic Repairables Management (B08) or Workload Forecasting (PR12) to manage its DLRs.  No carcasses are to be moved by B08, and PR12 is not to compute repair requirements.  The MRIL maintenance personnel must be made aware of these stipulations so the NSNs can be excluded from MRIL quality assurance programming and a unique Shipper Code can be assigned.  Like the procurement process, repair must be flexible.


Budget requirements will be based on the data provided on Program Support Data (PSD) Sheets supplied by the PM.  A budget is to be developed so NAVICP will be able to assume responsibility for the support of new operating units.  The execution of budgeted funds for COTS material will be monitored through the establishment of unique accounting cost codes, one for consumables and one for repairables.  The accounting cost code, as well as the entire long line of accounting, will be entered via ITIMP into the requisition funding line.  PSD Sheets provide NAVICP with the foundation to compute the buy-out dollars needed to process requisitions through the JITS/ITIMP process.  The NAVICP LMS is not to use these budgetary estimates to load PPRs for system stock or allowance requirements.


The PM and the NAVICP LMS must establish a COTS Support Date (equates to the Material Support Date (MSD)) early in the acquisition.  The COTS Support Date will be the key factor in planning support because it is the date when all necessary elements of  the JITS process are operational.  Under JITS, this date could be as early as when the allowance documents are built and contract terms and conditions are met.


Buying CANDI does not mean logistic support can be ignored.  The basic support requirements for CANDI are the same as with a MILSPEC system/equipment except it is more timely, flexible, innovative and cost effective.
5.0
JUST-IN-TIME SUPPORT (JITS) PROCESS


JITS may be the most cost effective and time efficient method of supply support for COTS items.  The funds invested in inventory are minimal or non-existent since the contractor assumes responsibility for stockage, storage and issue of the COTS spares and repair parts to support the commercial market.  This philosophy reduces the cost of carrying material that may become stock overage or obsolete due to the dynamic nature of the commercial market.  The use of JITS inventory management is the preferred strategy because of the efficient processes and cost savings to the Navy as listed below:


(
Immediate supportability


(
Elimination of levels of inventory stock


(
No source inspection


(
Large commercial distribution system


(
Commercial packaging


(
Fast delivery


(
Direct shipment to customer or designated destination


For JITS to be successful, a data processing system must be established by NAVICP to achieve the desired rapid delivery of parts to the customer and a reduction in hard copy exchanges.  This processing system is comprised of Uniform Inventory Control Program (UICP) systems, NAVICP unique programs and the use of electronic means for placing orders directly with contractors via EDI and/or paper.  The system allows the Fleet to requisition from NAVICP using standard MILSTRIP where JITS requirements will be identified by the requisition processing system for processing and uniquely passed to the ITIMP system.  Through either EDI and/or paper, NAVICP issues the award document to the contractor expediting the award process and ultimately the delivery of the required material.  To work effectively, specific steps must be taken to set up the JITS process long before the COTS support date.


The first step occurs during the IPT process where specific contracting issues and types of contract clauses unique to JITS of COTS items are negotiated.  A contract strategy for spares support must be developed to cover JITS/ITIMP/POPS, contractor receipt reporting, special delivery requirements, warranties, option years, lead-times, technology improvements, Trading Partner Agreement for EDI, electronic signature, data rights, PTD and ICAPS format data transmission.  It is recommended that a COTS procurement which relies on the JITS process consider an indefinite delivery type contract at the HSC or NAVICP for supplies and services.


An indefinite delivery type contract supports an indefinite quantity of specific supplies or services for a defined time period, which is preferably the service life of the COTS item.  Advantages of this type of contract include the Navy’s ability to order any quantity during the contract period up to a set monetary ceiling.  More importantly, the JITS process establishes a contract requirement for a minimal shipment delay time after receipt of an order by the contractor.  This allows NAVICP to respond quickly to fleet requirements by placing orders with the contractor and having the part shipped directly to the customer.


The next step is to apply identification to the JITS NSNs so the unique program will recognize COTS requirements contracted for processing under JITS.  The data listed below are to be loaded prior to the receipt of a Fleet requirement.


(
NSN


(
Part Number/CLIN/SLIN


(
Item name


(
Contract number


(
Contractor name/CAGE


(
Acquisition Method Code (AMC)/Acquisition Method Suffix Code (AMSC) of “3Y”


(
AMC Expiration Date


(
Generic Technical Data Package (TDP)


(
Unit price (B055)


(
Item Management Code of “J”/“E”

Up front loading of the ITIMP system should result in no technical referrals being generated upon receipt and processing of Fleet requisitions.  Any JITS referrals will be recognizable to the recipients by the 4-5 position of the LRC for rapid resolution.


The requisition will be input into ITIMP via a batch load.  ITIMP will match the NSN against the contract award vehicle.  If a match occurs, the requisition will be placed in a designated contacting specialist’s workload as an order to be placed under the basic contract.  The contract specialist will then review it and release it (making corrections if necessary).  If there is no match ITIMP will initiate an electronic Request For Quotation (RFQ) to the contractor.  The contractor will send a quote to NAVICP.  After the receipt of the quote, an automated award will be initiated through the ITIMP system, which is then transmitted to the contractor via fastest means available.  The contractor, upon receipt of the funded order, will prepare and ship the item directly to the customer or a designated destination within the contracted turnaround time.  Figure 2 reflects this data flow.


Utilizing the JITS/ITIMP process provides the added flexibility and creativity needed for the timely support of COTS items while minimizing risk to the Navy.
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Figure 2

6.0
ELECTRONIC DATA INTERCHANGE (EDI) PROCESS


EDI is the computer-to-computer exchange of information.  In the context of COTS, EDI means the communication of procurement information between the Government and the contractor without use of paper documents.  Unless no award vehicle is found, RFQs are electronically transmitted to a contractor’s mailbox; the contractor sends a quote to the Government’s mailbox; the Government sends an order to the contractor’s mailbox.  Each transaction is automatically entered to the recipient’s computer system.  This results in reduced lead-time and administrative costs.


Use of EDI requires the establishment of a Trading Partner Agreement between the contractor and the Government.  This agreement defines the responsibilities, technical capabilities and requirements of both partners.  This agreement should be part of the PMs contract, but may be part of a NAVICP contract.


EDI is currently available only through the ITIMP System.  In the JITS process, the contract must be loaded in ITIMP with the JITS items identified.  When a requirement is received, an order is automatically generated for Contracting Officer review.  After approval by the Contracting Officer, the order is electronically transmitted to the contractor’s mailbox.  Currently, paper copies are still provided to other users (payment office, etc.).

7.0
CONTRACTING FOR JITS


The PM contracting group solicits for long term support contracts to meet the requirements.  Regardless of the support methodology, the NAVICP LMS must have a contractual arrangement to support COTS.  The NAVICP LMS and the contract specialist coordinate with the PM to ensure NAVICP support requirements are included in the initial contract.  Special provisions for lead-times, unique delivery needs, repair/maintenance considerations, inspection and acceptance criteria, “fast payment procedures,” packaging, etc., can also be negotiated.  JITS contracting uses close coordination to take advantage of the commercial support infrastructure.  JITS requires an established contract to allow fleet/user requisitions to pass through NAVICP and be forwarded to the contractor on an order.  The contractor ships the material directly to the customer or another receiving activity.  JITS is based on substantial contracting effort long before the first requisition hits the supply system.


JITS contracting should involve close coordination with the PM to ensure NAVICP requirements are included in the initial COTS contract wherever possible.  Special considerations such as testing requirements, unique delivery needs, repair/maintenance considerations, etc. should be identified to the NAVICP contracting organization for inclusion in the  acquisition contract.  Long term contracts (3-5 years) will be utilized to the maximum extent possible.


The contracting effort can be broken down into 3 phases consistent with the life of the equipment:  pre-award, post-award and post production support/phase out.  During the pre-award phase, close cooperation with the PM is required to develop an acquisition strategy that will reflect the requirements as defined by the IPT(s).  The solicitation issued by the PM should include provisions for NAVICP to order spare parts, support contractor receipt reporting requirements if needed, special terms/ conditions, warranties, special delivery requirements, etc.  These provisions should be consistent with commercial practices to the maximum extent possible.


Once the contract is awarded, the contract terms and conditions, stock numbers, prices, delivery, etc. are entered into the ITIMP files.  In order to facilitate EDI award processing a Trading Partner Agreement will be established between NAVICP and the contractor.


Post-award actions include but are not limited to monitoring delivery, insuring contractor payment, verification of carcass turn-ins to the contractor, if required, and negotiation/modification of the contract to reflect changing requirements when appropriate.


Verification of carcass turn-ins is important since it is anticipated that the unit price charged to the customer for repairable items will be predicated on a specified number of carcasses being returned to the contractor.  If those failed assets are not turned in to the ATAC Hub by the Fleet and then forwarded to the contractor in adequate numbers, the unit price will increase accordingly.


Post Production Support/Phase Out considerations involve close cooperation between the NAVICP LMS/IM and the contracting officer.  If the contractor provides information of planned obsolescence or the end of production for a particular system, the contracting officer should forward that data to the appropriate NAVICP LMS/IM.  Should the NAVICP LMS/IM require continued support for that weapon system, the contracting officer can negotiate with the contractor for post production support/phase out support. This could include but is not limited to, life-of-type acquisitions for spares/repair parts, technical data requirements, etc.  It is essential that the NAVICP LMS/IM provide their requirements to the contracting officer as soon as they are identified.


End-of-life of a COTS item can occur several ways.  A planned end-of-life may be that the technological advances supersede the existing system; the support contract expires; or the COTS item no longer supports the Fleet’s mission.  The other forms of end-of-life are not so well planned.  For example, a company goes bankrupt; notification of diminishing manufacturing sources; contractor loses technological capability; or obsolescence of parts.  The appropriate IPT should plan for the system/equipment’s Post Production Support/Phase Out early in the acquisition to ensure we do not reach end-of-life before anticipated and allow for supportability later in the program.  There are several solutions to be considered for Post Production Support/Phase Out, “End-Of-Life.”


Contracting for JITS requires a flexible approach.  Close cooperation between the PM and NAVICP is essential to ensure terms and conditions are included in the contracts to cover the wide-range of JITS options.  Finally, cooperation from the receiving activities is critical to the contract execution, as it is important that “F” (failed) condition coded material is turned in when required.


The PM/HSC contracting group is a critical member of the IPT(s) and should coordinate with the NAVICP contracting group to ensure that NAVICP JITS requirements are included in the initial  JITS contract wherever possible.  While it is the intention of NAVICP to utilize and take advantage of the HSC contract whenever possible, occasionally it may be necessary to modify an existing HSC contract to incorporate additional product support requirements not identified under the initial award document.  The NAVICP contracting group can coordinate with the HSC’s contracting group to accomplish this modification.  If the HSC contract cannot be modified, the NAVICP contracting group can provide these additional product support requirements under a separate contract.  When NAVICP JITS requirements are not incorporated in the initial HSC contract, or equipment is fielded by the TYCOMS and they want supply support, the NAVICP LMS can work with its contracting group to establish a contract for  JITS.


It is anticipated that both HSC and NAVICP JITS contracts and modifications will mirror the commercial marketplace contracting practices as much as possible.  There will remain guidelines, regulations, and policy issues that impact the contracting effort, but the focus of the contract itself will be to incorporate only those terms and conditions which are absolutely required to accomplish the  JITS process.


Contracts and/or modifications can, however, be tailored to accommodate the special needs of a particular weapon system.  It is essential that these requirements are provided to the contracting group as soon as they are identified.  Some of the product support options that can be incorporated into contracts are summarized below:


(
Failure analysis reports


(
Warranties and extended warranties


(
Training


(
System enhancements (upgrades)


(
Various maintenance plans

It should be noted if any of these additional requirements are made a part of the JITS contract it may have an associated cost  impact on that contract.
8.0
Summary


CANDI acquisitions may offer significant payoffs in terms of cost and time because the item has already gone through R&D and been proven in the Department of Defense (DoD) or commercial sector.  The DoD is no longer in a position to dictate technology direction.  However, the DoD should take advantage of these new acquisition strategy options and the increased capability at lower costs.  If DoD does not participate in a transition to the CANDI arena and continues to develop unique product lines, it will likely face escalating costs (against dwindling financial resources) while falling further and further behind in technology and capability.


To realize the maximum benefits of the commercial sector, DoD must become a commercial consumer.  Getting out of the traditional MILSPEC environment can allow for the following:


(
Rapid equipment introduction and support to meet new operational requirements


(
Affordability



— State-of-the-Industry commercial technology



— Large commercial runs



— Support infrastructure in place and large user base


(
Wholesale cost avoidance


(
Selective evolvement of legacy systems


(
Rapid introduction yields rapid performance improvement


(
Delivered largely debugged due to large commercial user base


Formation of  appropriate IPTs allows for:


(
Enhanced Logistics Teamwork with the PM.  In traditional development efforts, much of the supply support planning occurs during the Engineering and Manufacturing Development Phase.  This will not be the case anymore because CANDI acquisitions force NAVICP to be an up front partner with the PM to ensure support is in place upon delivery date.


(
COTS will allow us to take advantage of new information technology methods.  Through the use of EDI and JITS, the Navy can save time and money.


(
Built in reliability and redundancy of CANDI may afford us the opportunity to adjust range and depth of parts required to support systems, saving even more money.


Like any new system, there will be new challenges.  The CANDI arena is no different.  The major challenges include:


(
Configuration Management:  The traditional Navy mind set of design and configuration management and control be changed to reflect more management and less control.  Any acquisition decisions for CANDI must have a technology migratory path built into the contract (i.e. if a card is modified it must be able to function in older models).  This will allow us to ensure that as the contractor changes its equipment we will not be without support.  This also allows the Navy to keep pace with current technology.


(
End of Production:  The requirement to support users who have not bought into the latest technology may remain an ongoing concern.  Post production support/phase out needs to be addressed up front to ensure uninterrupted customer support.  This support may be through a series of support contracts with the OEM or a vendor or by helping establish organic support for the old technology. This issue may also address phasing out of old technology and phasing in new technology.  Whatever the decision, each scenario may be different and flexibility will be required.


(
Some of the aforementioned opportunities may also be challenges.   The JITS process is dependent upon the success of the IPTs and also NAVICP’s ability to rapidly implement EDI.


(
Fleet maintenance philosophy:  In order to get the best cost benefits from the CANDI arena, the Navy must become a commercial customer.  As a commercial customer the Navy may need to follow commercial maintenance practices because differentiating from the commercial sector may come at a high cost (manuals, piece parts, test equipment, training, etc.).


The ultimate goal for CANDI support is the same as any acquisition:  to provide reliable, supportable systems to the Fleet and our industrial customers in a timely manner and at a reasonable cost.  CANDI should achieve this goal, affording the potential of flexible support and reducing time and cost for the customer.

9.0
WARRANTY


  NAVICP has developed a Warranty Advisory Team to further analyze the Navy Warranty tracking process. Recognizing that warranty is a stand alone issue due to size and depth of subject matter, the splinter team was developed and is in the process of gathering information  that will assist the Navy and possibly DoD.  The Warranty Team is developing a recommendation for a single centralized automated method to track and enforce the warranties for which the Government has paid.  Warranty goes hand in hand with the concept of CANDI by taking advantage of low costs to the customer for supply support and repair.


For further information regarding warranties contact Dennis Murphy at NAVICP (215) 697‑2559/ DSN 442-2559.


A congressional mandate decrees that the government should take advantage of commercial warranties, especially for CANDI acquisitions.


Currently, the Program Manager and NAVICP do not directly participate in the establishment or monitoring of warranties.  However, it is important that NAVICP LMSs be aware of how warranty provisions are tailored to the type of CANDI and existing supply and maintenance methods.  Commercial warranties often require unique procedures, forms and notification processes which may not be compatible with the usage of government logistic support procedures.  To the maximum extent possible, warranties are to be transparent to “Organizational” and “Intermediate” maintenance levels.


During the CANDI warranty period, customers turn in a failed LRU to the contractor via the Program Manager’s designated representative for the system/equipment.  The representative can be directed to collect NRFI material, ship the failed LRUs to the contractor, collect failure data, generate warranty reports and monitor the overall technical aspects of the warranty program.  The contractor will, at no additional cost to the government, supply all maintenance and repair parts for the contracted warranty period.  Repair parts are shipped either directly to the customer or a destination point.


The warranty reports can serve as a useful tool for NAVICP when computing the quarterly demand for files update prior to CANDI support date.  This data can also highlight critical items that may require additional logistic support.


Four examples have been provided outlining various warranty terms used to support CANDI.  Take note of how provisions can be tailored to support a system/equipment under warranty in a manner similar to the post-warranty period.

Example 1 Warranty


Terms:


(
90 day warranty period


(
Contractor provides all repair and repair parts


(
Toll free warranty assistance telephone number while in port


(
Contractor provides 100% allowance requirements (on-hand or on-order) to users by warranty end


Synopsis:  This warranty stipulates that the contractor will provide repairs, repair parts and spares during the 90 day period following installation of the CANDI system.  

Example 2 Warranty


Terms:


(
2 year warranty period


(
Contractor provides all maintenance and repairs (labor and parts)


(
Any warranty which exceeds this warranty granted to the contractor by the OEM will be offered to the government


(
Contractor bears all charges for packing, transportation, rigging and insurance


(
Cause of failure and corrective actions are to be provided to the government by the contractor


Synopsis:  For 2 years the contractor will repair or replace any failed LRU upon completion of a successful performance period.  Costs incurred for the return of a failed LRU or the shipment of a replacement is paid for by the contractor.  Contractor will report cause of failure and corrective actions taken to preclude recurrence to the government.

Example 3 Warranty


Terms:


(
2 year warranty period


(
Contractor will replace or repair any failed LRU at no cost as follows:



— Continental United States (CONUS) failures will be corrected within 24 hours (excluding weekends and US Government holidays).



— Outside Continental United States (OCONUS) failures will be corrected within 72 hours (excluding weekends and US Government holidays).


(
All repairs performed at user’s site


(
User self-maintenance of the equipment does not affect warranty provided contractor installation instructions are followed


(
All maintenance repairs are warranted for 90 days following completion of repair


Synopsis:  This is a 2 year warranty where the contractor will at no cost repair or replace a failure within a specified response time requirement.  In addition, all repairs performed during the warranty period will be accomplished at the user’s site.  The warranty is not voided by self-maintenance performed by government personnel provided contractor instructions are followed.  Maintenance repairs performed by the contractor will be warranted for 90 days and should the same failure occur within that period, the repair will be performed again at not cost.

Example 4 Warranty


Terms:


(
2 year warranty period


(
Warranty service provided on-site, world-wide


(
Contractor will be compensated for travel OCONUS


(
Replacement parts will be shipped within 24 hours of the original customer request


(
The government will be monetarily compensated for any response time or delivery time requirements not met


(
There will be no additional contractor charges for (1) preventive or remedial maintenance, (2) time spent awaiting delivery of parts or (3) replacement parts


(
Government authorized personnel will be permitted to perform maintenance and attempt repairs without affecting warranty


Synopsis:  Warranty service will be provided for a 2 year period for on-site or by shipment of a replacement part within given response time.  If the contractor fails to meet any response time or delivery time requirement, the government will be compensated.  The contractor will not charge for any preventative or remedial maintenance, regardless of when performed.  In addition, there will be no charges for replacement parts or the time spent by maintenance personnel awaiting the delivery of parts.


As the examples show, warranty provisions can vary.   In the CANDI world, “What you see is what you get” so if it is not a solid, reliable product with a good warranty, it should not be considered during the market survey.
ACRONYMS LIST
AAC
Acquisition Advice Code

AEL
Allowance Equipage List

AMC
Acquisition Method Coding

AMSC
Acquisition Method Suffix Code

APL
Allowance Parts List

ATAC
Advanced Traceability and Control

AVCAL
Aviation Consolidated Allowance List

BOA
Basic Order Agreement

BIT
Built-In-Test

CAGE
Commercial and Government Entity

CANDI
Commercial and Nondevelopmental Items

CARRRS
Computer Assisted Requisition Review Reentry System

CASREP
Casualty Report

CCB
Configuration Control Board

CLIN
Contract Line Item Number

CONUS
Continental United States

COSAL
Coordinated Shipboard Allowance List

COTS
Commercial Off-the-Shelf

DEN
Data Element Number

DLA
Defense Logistics Agency

DLR
Depot Level Repairables

DOD
Department of Defense

DOP
Designated Overhaul Point

DRIPR
Disposal, Redistribution, Issue, Procurement and Repair

EDI
Electronic Data Interchange

ESD
Electrostatic Discharge

FAX
Telephone Facsimile (Communications)

FISC
Fleet and Industrial Supply Center

FLR
Field Level Repairable

FMSO
Fleet Material Support Office

FSC
Federal Supply Classification

F3
Form, Fit and Function

HM&E
Hull, Mechanical and Electrical

HMIS
Hazardous Materials Information System

HSC
Hardware Systems Command

I Level
Intermediate Maintenance Level

ICAPS
Interactive Computer Aided Provisioning System

ILS
Integrated Logistics Support

IM
Inventory Manager

IPT
Intgrated Product Team

ISEA
In-Service Engineering Activity

ITIMP
Integrated Technical Item Management and Procurement

JITS
Just-In-Time Support

K
$1,000

LMS
Logistics Management Specialist

LRC
Local Routing Code

MIF
Master Item File 

MILSPEC
Military Specification

MILSTD
Military Standard

MILSTRIP
Military Standard Requisitioning and Issue Procedures

MOO
Material Obligation Outstanding

MRIL
Master Repairable Item List

MSD
Material Support Date

MSDS
Material Safety Data Sheets

NAVAIR
Commander, Naval Air Systems Command

NAVSEA
Commander, Naval Sea Systems Command

NAVSUP
Commander, Naval Supply Systems Command

NDI
NonDevelopmental Items

NMCS
Non Mission Capable Supply

NRFI
Not-Ready-For-Issue

NSN
National Stock Number

NSO
Numeric Stockage Objective

O Level
Organizational Maintenance Level

OCONUS
Outside Continental United States

OEM
Original Equipment Manufacturer

PHS&T
Packaging, Handling, Storage, & Transportation

PLT
Procurement Lead-time

PM
Program Manager

PMCS
Partial Mission Capable Supply

PN
Part Number

POPS
Paperless Order Placement System

PSICP
Program Support Inventory Control Point

PTD
Provisioning Technical Data

RAC
Reject Action Code

R&D
Research and Development

RFI
Ready-For-Issue

RFP
Request for Proposal

RFQ
Request for Quotation

RT
Reprocurement Technician

SBA
Small Business Administration

SDR
Supply Demand Review

SLIN
Secondary Line Item Number

SMA
Supply Material Availability

SMIC
Special Material Identification Code

SPAWAR
Commander, Space and Naval Warfare Systems Command

SPS
Ships Provisioning System

SSR
Supply Support Request

TDP
Technical Data Package

TRF
Technical Replacement Factor

TSA
Technical Support Agent

TYCOM
Type Commander

UICP
Uniform Inventory Control Programs

WSC
Weapon System Code

WSF
Weapon System File

Commercial and NonDevelopmental Item/

Commercial Off-the-Shelf

Points Of Contact
NAVSEA CANDI  POLICY POC:
Sally Pritsch (Code 0422P)









Phone:  (703) 602-9177 x116  
DSN:
332-9177






FAX:  (703) 602- 8787



Mailing Address:
NAVSEASYSCOM 






ATTN:   SALLY PRITSCH (Code 0422)






1921 Jefferson Davis Highway






Arlington, Virginia



Internet Address:
PRITSCH_SALLY@HQ.NAVSEA.NAVY.MIL
NAVSEA CANDI SUPPLY 

SUPPORT POC:    


Susan Farrar (Code 0412B)





Phone:  (703) 607-2442 

DSN:    327-2442






FAX:  (703) 602-2453



Mailing Address:
NAVSEASYSCOM






ATTN:   SUSAN FARRAR (Code 041)






1921 Jefferson Davis Highway






Arlington, Virginia



Internet Address:
FARRAR_SUSAN@HQ.NAVSEA.NAVY.MIL

NAVICP CANDI POC:

Susan Keath (Code 05732A)








Phone:  (717) 790-6843

DSN:
430-6843






FAX:  (717) 790-7139



Mailing Address:
NAVICP- MECHANICSBURG 






ATTN:  SUSAN KEATH (Code 05732A)






5450 Carlisle Pike






P.O. Box 2020






Mechanicsburg, PA  17055-0788



Internet Address:
SUSAN_KEATH@ICPMECH.NAVY.MIL
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CANDI/COTS DECISION FACTORS
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