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                                                                                                                                           	             J&A #15-003

JUSTIFICATION FOR OTHER THAN FULL AND OPEN COMPETITION

1.  CONTRACTING ACTIVITY:  NAVSUP Fleet Logistics Center (FLC) Norfolk, Philadelphia Office

2.  DESCRIPTION OF ACTION BEING APPROVED:  The use of other than full and open competition to award a firm-fixed price contract to AAR Defense Systems & Logistics to provide continued inventory management, technical assistance and warehousing services for the GR9 Harrier material acquired by the United States Navy (USN) from the United Kingdom Ministry of Defence (MOD) pursuant to an Implementing Agreement (IA) executed on 18 November 2011 between the United States and the United Kingdom.

3.  DESCRIPTION OF REQUIRED SUPPLIES/SERVICES:  The proposed acquisition is for the procurement 
of inventory management, technical assistance and warehousing services for the Navy’s GR9 material acquired from the British Government in support of the AV-8B Harrier Program.  The GR9 is the UK variant of the United States AV-8B Harrier aircraft.  While the initial amount was estimated to be over 22,000 line items, the actual amount of GR9 material received consists of over 33,000 line items of repairable and consumable aircraft parts representing approximately 3.6 million parts.  This GR9 material was purchased by the U.S. Government for $               but is estimated to be worth as much as $              .  Services will include receiving, inventorying, issuing, storing, and packaging as required for storage; local transport; and disposal of government material.  The Contractor will coordinate and provide local transportation of assets in support of engineering analysis, repair or other efforts requiring movement of material to and from the warehouse.  In support of their efforts, the Contractor will also provide and maintain an Inventory Management System (IMS) that provides computerized storage of all inventory information and perform management and control functions with on-line web-based accessible interactive query on a real-time basis.  At the conclusion of the inventory effort and upon receipt of disposition instructions, the contractor will package any GR9 material remaining in the warehouse or not already disposed of to MIL-STD or commercial standards, as applicable, for movement into the Navy inventory system or transfer to DLA Defense Depots (located in Cherry Point, SC and San Diego, CA).  The resultant contract is expected to begin on 03 January 2015 and continue for a period of twelve months with two (2) six-month option periods to complete the transfer of the remaining material into the Navy supply system or to the DLA Defense Depots, as applicable, no later than the end of calendar year 2016.  The estimated value of these services is $                  , inclusive of the options.  The contract will be funded with Navy Working Capital Funds. 

4.  STATUTORY AUTHORITY PERMITTING OTHER THAN FULL AND OPEN COMPETITION:  Section 4202 of the Clinger-Cohen Act of 1996 - a sole source acquisition under the authority of the test program for certain commercial items, as implemented by FAR 13.501(a). 

5.  RATIONALE JUSTIFYING USE OF CITED STATUTORY AUTHORITY:  The Government intends to solicit and negotiate with AAR Defense Systems & Logistics on a sole source basis since they are the only known source at this time providing inventory management, technical assistance and warehousing services for the AV-8B Harrier aircraft and the only source with specific knowledge of Aviation Supply publications, practices and procedures related directly to the Harrier aircraft necessary to ensure all GR9 assets are managed and properly vetted for release into the US Harrier inventory by the end of calendar year 2016; the only source with existing facilities in close proximity to MCAS Cherry Point, NC to allow efficient access to MCAS logistics resources, AV-8B Fleet Support Team (FST) engineering assistance and local delivery to MALS 14; and the only source with an existing inventory management system set up for the GR9 material that can allow for inventory tracking and for all material to be completely capitalized into the supply system by the end of calendar year 2016.  Even if additional sources could be identified, opening up the effort to competition would result in substantial duplication of costs to the Government, estimated at $                 which could not be recouped through competition and would delay the GR9 material from being capitalized into the supply system by an estimated 18-20 months.  This delay would negatively affect the post-production support requirements for the Harrier and have a negative impact on the mission of the US Marines who fly the AV-8B.



On 18 November 2011 the United States Department of Defense U.S. DoD) and the United Kingdom Ministry of Defense (UK MoD) entered into an Implementing Agreement (IA) pursuant to a Memorandum of Understanding (MOU) which allows the MOU participants to provide each other with spares and repairables from their stocks to meet individual post-production support requirements.  The IA provided for the U.S. DOD to purchase GR9 material from the U.K. MOD at a cost of $                 but estimated to be worth as much as $            .   At that time it was expected that the GR9 material consisted of over 22,000 line items of repairable and consumable aircraft spares and support/test equipment representing approximately 1.5 million parts.  The terms of the IA itself were in flux and the date for finalizing the agreement was uncertain until late October 2011.  This uncertainty prevented the pursuit of a support contract until finalization of the IA.  

In order to comply with the terms of the IA to remove all GR9 material from UK airfields, bases and installations by 31 March 2012 and to prevent environmental damage to the GR9 material (from being stored outside), performance under the support contract had to begin the first week of January 2012.   Award was made to AAR Defense Systems & Logistics on an urgency basis (N00189-12-P-Z139) since they were the only source to have the necessary inventory management experience and knowledge specifically related to the US Harrier through their support under the Harrier Integrated Supply Support (HISS) performance-based logistics (PBL) contract; the personnel capability; and the warehouse space with immediate availability and close proximity to MCAS Cherry Point where the GR9 material was to be assessed and capitalized into the U.S. Harrier inventory (J&A #12-011).   

The HISS contract (N00383-07-D-001G) is a firm-fixed price (FFP) requirements, performance based logistics (PBL) contract awarded to Boeing for support of the Marines AV-8B Harrier aircraft.  Approximately 90+% of the AV-8B parts with demand are on the HISS PBL contract.  AAR Defense Systems & Logistics is a subcontractor to Boeing under this contract and provides inventory management and logistics for the AV-8B Harrier parts.  The HISS PBL contract is expected to end in June 2015.

The existing U.S. Harrier logistics infrastructure at MCAS Cherry Point, NC could not support an influx of the magnitude of non-US Harrier material that was anticipated and, until such time as the material could be inventoried and properly vetted for release into the US Harrier inventory, needed to be maintained in a separate facility to ensure no “cross-pollination” of the GR9 material with existing US Harrier inventory.  About half of the U.S. AV-8B Harrier aircraft are stationed at MCAS Cherry Point as part of MALS-14 (a Marine squadron) as well as all of the FST engineers who work for the Fleet Readiness Center East (FRC-E), collocated with MCAS Cherry Point.  The FST engineers are responsible for completing component analysis of the GR9 parts and determining their usability by the Marines on their AV-8B Harriers.

Since efforts under the initial contract could not be completed within the one-year term of the contract, a follow-on contract for support was necessary and was awarded to AAR Defense Systems & Logistics on a sole source basis (J&A #13-005).  Contract N00189-13-C-Z014 was awarded on 03 January 2013 and is scheduled to conclude on 02 January 2015.  The contractor’s inability to complete the effort under the original contract is due in large part to the number of assets ultimately received from the U.K.  While it was estimated that approximately 22,000 line items would be received (line items include repairables as well as consumables), over 33,000 line items of repairables and consumables were received representing approximately 3.6 million parts.  The increase in number of pieces from the original estimate for the initial contract and even the estimate for the current contract is attributable to the breaking down of larger assemblies into a number of smaller assemblies and the re-inventorying of them separately.  This is done to allow for the use of a majority of the inventory that might not have been realized at the large assembly level (e.g., the UK GTS assembly is not useable on the AV-8B Harrier but it can be broken down into a number of repairable and consumables about 80% of which are useable on the AV-8B Harrier).

Under the current contract an estimated 2.4 million parts are currently still in inventory under AAR management.  There is still an ongoing effort to analyze the major components of the GR9 material to validate if they are compatible with AV-8B material and usable on US aircraft.  This has become a longer and more intensive process than originally anticipated.  Out of the 822 repairable items, 678 have been submitted for analysis in two separate batches.  The last batch of 144 assets will be sent for analysis after the original two are fully complete.  A repairable item is a specific NIIN that is reusable and repairable (e.g. a duct) and is not to be confused with a consumable (.e.g., use and throw away parts).  There is also a need to retain weapons repairable assemblies (WRAs) with undetermined commonality for further analysis into the system repairable assembly (SRA) level so as to not dispose of any material that could be used to support the AV-8B fleet into the future.  Finally, there are some parts that only have part numbers; are GR9 particular; or simply do not have any data on them.  The component analysis is not anticipated to be completed prior to the conclusion of the current contract which is driving the requirement for a follow-on contract and is pushing out the date for which all material can be capitalized into the Navy supply system.

Over half of the 2.4 million parts still in inventory at AAR Defense Systems & Logistics are consumables which are generally managed by DLA with NAVSUP WSS responsible for the management of repairables.  The plan for the remaining inventory includes identifying all parts that can be used by the USMC to support readiness for the aircraft through 2025 as well as properly packaging them and ensuring their delivery to the DLA Defense Depots where it is expected they will be stored if not already capitalized into the supply system or disposed of prior to contract completion.  It is expected this process will take a minimum of 12-18 months to complete.  At the same time, the HISS PBL contract will end in June of 2015 and the AV-8B program will transition from PBL support to traditional organic supply chain management.  This transition will begin in 2015 and could stretch into 2016 as it will require the transfer of over 18,000 line items back from Boeing to US Defense Depots where space is limited.  This transition of the AV-8B parts will make it more difficult to transfer all of the GR9 parts back at the same time and is a major factor in the need for the two (2) six-month option periods.

Were the Government to identify another source for the support at this point, it would require all the remaining GR9 material to be properly packed and shipped to the new facility as well as unpacked and re-inventoried which is estimated to cost an additional estimated $                     and add an estimated 18-20 months to the timeline for capitalizing the material into the US inventory.  In order to prevent damage to the material, all parts must be packaged using MIL-STD packaging and the effort to package all assets properly would be estimated to take 6-8 months and cost $        .  Furthermore, local shipment of the material to a new vendor would cost an estimated $       based on average shipping costs per container and the number of containers estimated to be required to ship all the material.  Finally, the unpacking and re-inventorying of the material would be estimated to cost $         and take an estimated 12 months just to get the Government to where they will be at the completion of the current contract with the estimate based on the value and length of the current contract.  While some material has been processed under the current contract (i.e., capitalized into the supply systems or disposed of), the Government’s estimate for moving to another source has remained unchanged as a result of the increase in the number of parts due to the breakdown of the assemblies discussed earlier.

AAR Defense Systems & Logistics is the only source currently providing inventory management and warehousing services for US AV-8B Harrier aircraft under the HISS PBL contract and the only source with specific knowledge of
Aviation Supply publications, practices and procedures that are necessary to ensure the GR9 assets are inventoried and prepared for release into the US Navy inventory by the end of calendar year 2016; the only source with existing facilities in close proximity to MCAS Cherry Point, NC to allow efficient access to MCAS logistics resources; and the only source with an existing inventory management system set up for the GR9 material that can allow for the material to be completely capitalized into the government supply system by the end of calendar year 2016 and avoid duplication of costs and time to the Government estimated at $              and 18-20 months, respectively.  

6.  DESCRIPTION OF EFFORTS MADE TO SOLICIT OFFERS FROM AS MANY OFFERORS AS PRACTICABLE:  Based on market research, there are no known vendors capable of performing the requirement and having the assets capitalized into the Navy inventory system or disposed of by the end of calendar year 2016.  However, to allow industry to challenge the results of the market research, a synopsis will be posted to the Navy Electronic Commerce Online (NECO) website describing the requirement and stating the Navy’s intent to procure the support on a sole source basis from AAR Defense Systems & Logistics.    

7.  DETERMINATION OF FAIR AND REASONABLE COST:  The NAVSUP Fleet Logistics Center (FLC) Norfolk Philadelphia Office Contracting Officer has determined the anticipated cost to the Government of the services covered by this J&A will be fair and reasonable.

8.  ACTIONS TAKEN TO REMOVE BARRIERS TO COMPETITION:  For the reasons set forth in Paragraph 5 above, NAVSUP Fleet Logistics Center (FLC) Norfolk, Philadelphia Office has no plans for a future contact for the type of support services covered by this document.  It is expected that at completion of this anticipated contract effort, all GR9 assets will be completely capitalized into the government supply system.
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