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BRAC 2005
Supply and Storage Joint Cross-Service Group

Meeting Minutes of June 30, 2003

Vice Admiral Gordon Holder, Director, Logistics (J4), the Joint Staff, chaired
this meeting. The list of attendees is attached. (Atch I)

The Chairman opened the third meeting of the Supply and Storage Joint
Cross-Service Group (JCSG) by requesting that the members review the draft
minutes of prior meetings and make corrections and/or clarification where
necessary. Copies were provided to all members.

The Chairman requested that each of the members briefly discuss their
proposed study items in response to the USD (AT&L) request that the group
consider and submit options for transformation. The Navy proposed that the
Supply and Storage JCSG examine Effective Business Strategies and incorporate a
strategic business analysis into the BRAC process. DLA proposed the group
evaluate extending the National Inventory Management Strategy for consumable
items beyond the wholesale level, and that we evaluate a “Hub and Spoke™
distribution concept. The Army proposed that the group consider a broad look at
the total logistics process, to include the use of Radio Frequency Technology, to
track and link the distribution pipeline, financial and procurement functions. The
Air Force proposed evaluating the consolidation of its ICPs. In subsequent
discussion, VADM Holder suggested that study of [CP consolidation should be
expanded to consider a broader universe of ICPs.

The Chairman distributed and briefly discussed the approved interim BRAC
2005 selection criteria, and advised that it will be used in the process until the
formal criteria are published and issued. (Atch 2)

On April 14, 2003, the Chairman requested that the USD (Acquisition,
Technology and Logistics) clarify the status of the retail exchange systems, and
determine if the Supply and Storage JCSG should include them in their analysis. In
a May 9, 2003, memorandum, the Deputy Secretary announced his decision to
create a single, optimized Armed Service Exchange System, under a plan that
should be developed by PDUSD (P&R) (Atch 3). Based on this decision, the
Chairman determined that the Armed Forces Exchange Systems would not be
included in the Supply and Storage JCSG analysis.

The members of the group expressed some confusion as to how various

models (Optimization and COBRA) would be used in the process, and their
responsibilities in developing questions to measure capacity. Discussion clarified

Draft Deliberative Document — For Discussion Purposes Only Do Not Release Under FOIA



Draft Deliberative Document — For Discussion Purposes Only Do Not Release Under FOIA
DCN: 11418

Supply and Storage capacity measures is their responsibility. The Chairman then
directed that the working group should revisit/research all available data
collection/analysis tools and report back to the main group at the next meeting.

After approval by the ISG, the Supply and Storage JCSG approach to capacity
analysis will be implemented through development of a Capacity data call, followed later
in the process by a Military Value data call.

The working group provided an update briefing on its recent work on determining
capacity and capacity analysis. (Atch 4) The Chairman directed that they continue their
efforts in regards to the capacity measure issue.

After discussions on the need to revisit and possibly redefine portions of the scope
of their work (definition of “above/below the installation”) when considering functional
evaluations and the need to further identify potential overlap with other JCSGs, the
meeting was concluded.

Approved: %/V@L

VADM Gordon Holder
Chairman, Supply and Storage Joint Cross-
Service Group

Attachments:
1. List of Attendees
2. Interim Selection Criteria - -Acting USD (AT&L)- 27 June Memo
3. DepSecDef 9 May Memo-Future of Armed Forces Exchange Systems
4. Working Group Briefing Slides

ACTIVITY: S&S JC8G )
CONTROL NUMBER#_340-c5 0
COPY___i OF i____COPIES
DATE RECEIVED 27 Avy 207

TIME RECEIVED_o8U

P,",?J_s‘ -2.%
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Members:

e VADM Gordon Holder, Director, Logistics (J4), Joint Staff

e LTG Charles Mahan, Assistant Deputy Chief of Staff, Logistics, G-4
e VADM Keith Lippert, Commander, Defense Logistics Agency
L ]

Supply and Storage JCSG Meeting
June 30, 2003

Attendees

DCN: 11418

RADM Linda Bird, Director, Supply, Ordnance, and Logistics Operations

Division, N41

Others:

Mr. Peter Potochney, Director, Housing, ODUSD (I&E)

CDR John Spicer, OPNAV N41
Colonel Mike Van House, AF/ILG
Colonel Rocky Hills, HQDA

Captain Dave England, JS J4

Colonel Bob Destafney, IL HQMC
Mr. Tilghman Schraden, DODIG

Mr. Terrance Wing, DODIG

LT Jason Bartholomew, IS J4

Colonel Joseph Lahue, DLA HQ

Ms. Patricia Kelly, AF/IG

Ms. Roxanna Zamora, USAF BRAC
Captain Jan Rivenburg, NAVY BRAC
Mr. Bob Meyer, OSD, ODUSD (I1&E)
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THE UNDER SECRETARY OF DEFENSE

3010 DEFENSE PENTAGON
WASHINGTON, DC 20301-3010

JUN 27 2053

ACQUISITION,
TECHNOLOGY
AND LOGISTICS

MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTMENTS
CHAIRMAN OF THE JOINT CHIEFS OF STAFF
INFRASTRUCTURE STEERING GROUP
CHAIRMEN, BRAC 2005 JOINT CROSS-SERVICE GROUPS

Subject: Interim Selection Criteria

The DoD Components and Joint Cross-Service Groups will use the attached
interim selection criteria to begin framing data calls and initiating analysis of the
Department’s functions and installations pending the issuance of the final criteria.
Military value criteria shall receive primary consideration in the analytical process. The
interim criteria, issued pursuant to “Policy Memorandum Onc--Policy, Responsibilities,
and Procedures” dated April 16, 2003, address the requirements of the National Defense
Authorization Act for FY 2002.

The Base Realignment and Closure (BRAC) statute requires the Department to
develop selection criteria to use in its analytical process. The BRAC statute requires that
by December 31, 2003, the Department publish draft selection criteria in the Federal
Register for a thirty day public comment period. After the public comment period the
Department must submit the final criteria to the congressional defense commitiees by
February 14, 2004. Unless the criteria are explicitly disapproved by an Act of Congress
the section criteria become final on March 15, 2004.

Acting USI{ Acquisition, Technology & Logistics)
Chairman, Infrastructure Steering Group
Attachment
As stated
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Interim Selection Criteria

Military Value

1. The current and future mission requirements and the impact on operational readiness
of the Department of Defense's total force, including impacts on joint warfighting,
training, and readiness.

2. The availability and condition of land, facilities and associated airspace, including
training areas suitable for maneuver by ground, naval, or air forces throughout a
diversity of climate and terrain areas and staging areas for the use of the Armed
Forces in homeland defcnse missions, at both existing and potential receiving
locations.

3. The ability to accommodate contingency, mobilization, and future total force
requirements at both existing and potential receiving locations to support operations

and training.

4. The cost and manpower implications.

Return on Investment

5. The extent and timing of potential costs and savings, including the number of years,
beginning with the date of completion of the closure or realignment, for the savings to
exceed the costs.

Impacts

6. The economic impact on existing communities in the vicinity of military installations.

7. The ability of both the existing and potential receiving communities’ infrastructure to
support forces, missions and personnel.

8. The environmental impact, including the impact of costs related to potential

environmental restoration, waste management, and environmental compliance
activities.
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DEPUTY SECRETARY OF DEFENSE .

1010 DEFENSE PENTAGON DCK}' %} 448
WASHINGTON, DC 20301-1010

MAY 9 2003

MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTMENTS
CHAIRMAN OF THE JOINT CHIEFS OF STAFF

SUBJECT: Future of the Armed Services Exchange Systems

I have decided that a single optimized Armed Service exchange system would best
serve the Department and exchange patrons. Such an action will require the development
of a detailed plan of necessary actions and may require an amendment to existing law.

The Principal Deputy Under Secretary of Defense for Personnel and Readiness
(PDUSD(P&R)) shall oversee the effort. Within thirty days, the PDUSD(P&R) shall
report to me, through the USD(P&R), his recommended plan with regard to optimizing
the exchange system. Upon determination of the optimum organizational structure, he
shall also have staff oversight of the organization, planning and execution and may issue
such instructions as may be necessary to provide for transition to the consolidated
organization. The USD(P&R), in coordination with the Director, Administration and

Management, the DoD General Counsel, and other cognizant officials shall oversee the
actions necessary to implement this effort.

Organization of the exchange system shall be carried out in a manner that
implements the principles of the President’s Management Agenda and the defense
transformation plan. Addressees are expected to provide support to the PDUSD(P&R) as
he implements the guidance contained in this memorandum. The resulting optimized
exchange system organization will protect the value of the benefit, continue to provide
dividends to the Service MWR programs, and be transparent to the customer. The
implementation process will seek best practices and be sensitive to geographic
considerations. This effort will not include the Defense Commissary Agency.

M%%M;
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2005 (BRAC-05)

Supply and Storage
Joint Cross Service Group
(S&S JCSG)

Working Group Update
30 June 2003
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« BRAC update and related 1ssues
* Work plan

* Remaining work
— Metrics development

— Data gathering
 Translating concepts into actual mechanics

 Service support requirements

e Potential roadblocks and detours
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The Current Situation
~ <+ F EFEEFREII
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« General BRAC structure is approved
(23 June Secretary of Defense letter)

 Data collection tool: under development
« Data model: under development

« Service/agency BRAC offices: some are
fully staffed, others have skeleton crews

« Defense agencies: assigned to individual
JCSGs for review.
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Work Plan
SHEES . FEEEEERL

3.

Segregate S&S into two
categories.

a) Above the installation:
infrastructure/facilities that
hold material not specific to
individual operating units
(infrastructure to support
inventory held for sale,
redistribution or production).

b) Installation and below:
infrastructure to support
organizational level needs
(1.e., ships, squadrons, wings,
battalions, repair shops).

Consolidate categories of
material to facilitate the review
process and assign lead
services.

4.

Bound the categories (what’s
included & what’s not)

Develop metrics.

a) Yardsticks to measure
capacity

b) Specific and appropriate to
each commodity grouping

Gather data.
a) Assign data gathering
organizations
b) Designated Navy commodity
representatives

c) Requires significant DoN
support

DCN: 114123

v Indicates action is complete
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Fuel, Special, Test Measurement and
Diagnostic Equipment (TMDE),
Ammo

«  Grouped together because of
special storage requirements.
«  Air Force lead

)
- Categories of Material
' B  EFEEEEEEELID
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Rations, Medical, Construction Material

e  Primarily commercial items covered
under Direct Vendor Delivery (DVD)
type arrangements.

Navy lead

Repair Parts, End-Items
«  Traditional, generic items with
common storage requirements.
«  Army lead

Clothing, Troop Support

«  Somewhat service specific (primarily
ground forces).

«  Marine Corps lead
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= What Remains
A B EREEFEERI
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3. Bound the categories (what’s =  Issue was identified during 29 May
included & what’s not) working group meeting
4. Develop metrics
a)  Yardsticks to measure —p Identified by standards of
capacity

measurement (staffed by

b)  Specific and appropriate to individual Services)

each commodity grouping
5 Gather data

a)  Assign data gathering —  Dependent on ISG/IEG approval of

organizations yardsticks and ability of Services
b)  Designated Navy to obtain and certify data (web
commodity representatives based data gathering tool)
¢)  Requires significant DoN
support
6. Identify key transformational —» 15 work
options
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&= Bounding Material Categories
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» [dentified as an 1ssue by the working group

« Examples offered
— Is medical equipment an end-item or a medical item?
— Is ADP equipment supporting repair parts considered in
repair parts supply and storage?

Impact can be partially mitigated by choice of
measures

Those that cannot will likely involve a certain
degree of negotiation
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Metrics Philowh
E FEFEEFIII

"« Measure current capacity
* Measure capacity currently being utilized
 Factor 1n

— Capacity required for future force

— Capacity required for surge (current and future
force)

« Whatisn’t in use or won’t be in use
represents excess capacity
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= Develop Metrics
o B EFEEFEEFEL

Standard of Measure

Capacity
Throughput
Personnel
Storage Aids
Utilities
Real Estate
Distribution

Yardstick

Represents specific
means of
measurement and
defines specific data
requirements.

Certified Data
Requirements

Specific, standard and
objective data
requirements.
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=, Process Example
SHEE . EFFEEEEIL

Standard of Measure

Capacity

Yardstick

Certified Data
Requirements

Throughput
Personnel
Storage Aids
Utilities
Real Estate
Distribution

» Throughput

Turnover
— Asset turnover
— Fixed asset turnover
— Inventory turnover
Profitability

— Return on assets

— Profit (loss) margin

— Gross margin

» Inventory value

Net property, plant
and equipment
value

Net sales

Cost of goods sold
Net income
Operating expenses

Non operating
expenses

FOR OFFICIAL USE ONLY - DRAFT DELIBERATIVE DOCUMENT FOR DISCUSSION PURPOSES ONLY

DO NOT RELEASE UNDER FOIA

10




DCN: 11418

)
@ Data Gathering Philosoph 1
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Work closely with Services

Lay out a well defined blueprint

Develop a well defined set of empirical data
requirements

Work through specific points of contact
Coordinate and streamline efforts

Ask for data only once e

s g
Minimize disruption
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Gather Data
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Data gathering organizations

—  Data gathering will be done via the Service BRAC office

—  JCSG cannot bypass

—  Procedures driven by data certification and control requirements

Role of Service commodity representatives
—  Would apply to metrics development only

—  Advisory vice participatory

Requires significant support

—  Service BRAC offices have skeleton crews

— Additional staffing required

Data collection

—  predicated on approval of measures
—  Cannot begin until late September
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@ Roadblocks and Detours
oSS F R ERFEEERELL

« Metrics development
— Requires Service participation
— Represents the bulk of the effort
Boundaries

— Not tightly defined
— Potential for significant overlap

« Data Collection and Modeling
— Collection tool 1sn’t in place

— Data collected may not be compatible with the model
— Model may not be ready to accept data

DCN: 114123
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Develop Metrics
—----IIIIIII

Standard of Measure

Capacity

Capacity can and should be defined in
different ways. First is Stockage/Line
capacity stated in lines for inventory
control; Second, Transaction capacity
stated in transactions with a given manning
level which establishes a transaction-based
workload; Third, Tons Per Person Per
Day is workload capacity based on
personnel strengths. Fourth is Process
capacity stated in terms of Supply and
Storage performance metrics against
transactional task times independent of
transaction volume or lines, but are
dependent on physical limitations of the
facility layout and process. Fifth is Surge
Capacity, the capacity to increase some or
all of the first four metrics in response to
National emergency needs. Sixth is
Materiel Handling/Tracking capacity, the
capacity to internally handle/move/track
materiel based on integrated materiel
management/handling/ tracking systems.

Yardstick
Stockage/Line Capacity

Transaction capacity

Sp———

Tons Per Person Per Day
capacity
Process capacity

Surge capacity

Materiel Handling Capacity

———

Certified Data Requirements

Inventory value: Lines
Stocked;horizontal/vertical/
outside storage square footage

»Transaction by type — Receive,

Store, Turn-in, Issue, Cyclic
Inventory

Tons of Inventory Issued/
Received and Manning level/costs
Accommodation,satisfaction,
Percent fill of inventory;

Time required to fill a

customer request (RWT);
Replenishment lead time;
Transaction times

P Total Line Stockge capacity:

Overtime and Second shift/costs
Automated inventory tracking
and retrieval systems capacity/
Costs; Integrated Distributive

L systems capacity/costs

DO NOT RELEASE UNDER FOIA
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Yardstick Certified Data Requirements
Transportation: Defined as Evaluate Requisition _ _
the movement of equipment Determine Mode Budget: Cost of maving goods
and materiel to a designated Required Delivery Date Customer Satisfaction: Faith
location Customer Wait time in Defense Transportation
* Surface: Designated as the System. JE .
economical movement of A Strategic Distribution: Monitor
equipment and materiel over f_?shl\?‘egfl"?nt L (o
land and ocean . i : aintain visionity in tne
* Air: Designated as the /L L N pipeline

/

ety e ion:

shipments by air I—— —‘
Storage Space: Defined as

designated facilities where
inventories of materiel can be v
maintained

/
\

+ Covered: Enclosed storage

facilities Surge Capacity -
» Open: Facilities where Tonnage Per Day

materiel can be expose to Inventory Control Levels

weather conditions Documentation

« Special: Facilities designed

for HAZMAT or sensitive items |e ONLY - DRAFT DELIBERATIVE DOCUMENT FOR DISCUSSION PURPOSES ONLY
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Storage Aids
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Standard of Measure

Material Handling Equipment

Containers

Dunnage and Bracing

Safety

Security

IT

Facilities Compatibility
Internal
External

Yardstick

>

Equipment Investment

Forklifts

Work Assist Vehicles
Conveyors

Cranes

Robotics

Sorting Aids

—>

Certified Data
Requirements

Equipment Purchases

Equipment Leases

Maintenance Costs

Location

Uniqueness /
compatibility

Unit/pieces per unit of
time

DO NOT RELEASE UNDER FOIA
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Personnel
SHEEE FEFEEEEI

Standard of Measure Yardstick Certified Data
Requirements
Process Administration Purchasing and Staffing
Storage Contracting » Annual contracts let
Distribution Productivity and administered
Specialty Areas Dollar value of
Environmental Compliance contracts
and Protection Professional
Occupational Safety and Qualifications
Health Education
Salary
Longevity
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Utilities
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b

Standard of Measure

Utilities
Utility cost for the storage facility. --
Consideration. Bases measure utilities
costs for the entire base. Services likely
have different ways to attribute the utility
costs to a particular activity or facility.

Yardstick

—e

»

Certified Data Requirements

Cost per standard unit of measure
for the facility, e.g., kilowatts
or cubic feet of gas

DO NOT RELEASE UNDER FOIA
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Real Estate

DCN: 114125

Standard of Measure

Facility value and type
Size by designated unit of measure.
Condition (codes vary by service) of the
facility.
Whether facility is covered storage or
outdoor storage
Value of the real estate

Yardstick

i

Certified Data Requirements

Facility is leased or owned?

Value of the leased facility. Lease
cost per year.

‘Value of facility. Construction cost

plus value of improvements or
decremented by depreciation.

Condition of the storage facility
(need Service real-property
experts agreements on code
definitions)

Open or covered storage

DO NOT RELEASE UNDER FOIA
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. Definitions of Principal Ratios
| E EE EFFEERELI

Profitability ratios:
Return on equity Net income/Shareholders’ equity

Return on assets = Net income/Assets

Return on invested capital = Earnings before interest and taxes x (1 — Tax rate)

Interest-bearing debt + Shareholders’ equity
Profit margin Net income/Sales

Gross margin Gross profit/Sales

Price to earnings Price per share/Earnings per share

TH}’HOV(,’T’ COHZ‘}’()[ }’ainS.'
Asset turnover Sales/Assets

Fixed-asset turnover Sales/Net property, plant, and equipment

Inventory turnover Cost of goods sold/Ending inventory

Collection period Accounts receivable/Credit sales per day
(If credit sales unavailable, use sales.)

Days sales in cash Cash and securities/Sales per day

Payables period Accounts payable/Credit purchases per day

(If purchases unavailable, use cost of goods sold.)
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