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Brief Description:

DLA Distribution Depots perform the warehousing function for the Department of Defense (DoD). The functions of receipt, storage and issue are the basic tasks of warehousing. These functions include all actions involving receipt and issue of materiel, redistribution of field returns; consolidation and containerization of materiel; preservation, packaging, packing and marking; physical inventory; quality control; traffic management; other transportation services; unit materiel fielding and set assembly/disassembly; transshipment and minor repair.

Distribution Depots provide products and services to military services, defense agencies, foreign countries, civil agencies and humanitarian activities. The primary customers of the Distribution Depots fall into two categories: Inventory Control Points (ICPs) which direct the movement of materiel in and out of the depots and pay for those services once accomplished; and operating units and maintenance facilities which receive the materiel directed from the depots by the ICPs and return unneeded materiel to the supply system.

Although all of the depots perform the function of receipt and issue, some of the depots perform unique services.  For example, one site does cylinder refurbishment; two sites handle hazardous materiel and waste.

There is now only one Defense Distribution center and 22 distribution depots and a Distribution Mapping Activity.  The distribution depot functions are a part of a much larger logistics complex.   The logistics complex is composed of organizations, facilities, policies, procedures and automated information systems supporting the three broad logistics management areas:  item management, distribution depot management and distribution depot maintenance.  The following details indicate the scope of depot operations:

          .    Average Cubic Footage Occupied                      

                 Covered                               241.3M     

  Open                                     69.8M

          .  Materiel Value                          80.7B

          .  Number of NSNs                        4.0M

          .  Annual Transactions                23.0M

Distribution Depots Business Area History:

Prior to FY 1992, all of the Military Services and Defense Logistics Agency (DLA) had their own distribution depots.  Each Service and DLA had independently developed organizations, policies, procedures, as well as Automatic Data Processing (ADP) hardware and software systems to manage and operate its respective distribution depots.

In July 1989, DoD completed the Defense Management Report that called for more effective management of defense resources.   As a result of the Defense Management Review process, one of the many proposals developed involved the consolidation of DoD distribution activities under a single manager.

During FY 1989 – FY 1990, the applications of the concept of unit cost were expanded within DoD.  This period was used to establish baseline information about outputs, costs, and systems.  The distribution depots were funded through direct Operation and Maintenance (O&M) appropriations until FY 1991 at which time they fully implemented unit costing and became a part of the Defense Stock Fund.  This eliminated direct O&M appropriations for depot operations costs and created an environment in which reimbursable sales to customers had to reflect and recover the total cost of depot operations.  In FY 1992, Distribution Depots became one of the Defense-Wide Working Capital Fund (DWCF) Business Areas, formerly known as the Defense Business Operations Fund Business Areas.

Primary Outputs:

With a mission of  “receive, store, and issue” the outputs used prior to DWCF were basically the number of items received and the number of items issued.  In order to associate unit cost goals with output, the production measurements were refined to the following:

Receipts and Issues:

          .  Cost per Bin Line Item Received

          .  Cost per Bin Line Item Issued On-Base

          .  Cost per Bin Line Item Issued Off-Base

          .  Cost per Medium Bulk Line Item Received

          .  Cost per Medium Bulk Line Item Issued On-Base

          .  Cost per Medium Bulk Line Item Issued Off-Base

          .  Cost per Heavy Bulk/Hazardous Line Item Received

          .  Cost per Heavy Bulk/Hazardous Line Item Issued On-Base

          .  Cost per Heavy Bulk/Hazardous Line Item issued Off-Base

          .  Transhipments

Storage:

          .  Cost per cubic foot for covered 

          .  Cost per cubic foot for open

Starting in FY 2002, Net Landed Cost will be implemented as the new pricing mechanism for processing (receipts and issues) and transportation workload.  It will provide the customer with better visibility of their distribution costs by commodity, customer and transactions so that they may make more informed supply decisions as well as develop more accurate surcharges.  

Unit Cost Reporting:

Unit cost reports for the Distribution Depots are produced by DLA.  All of the cost information collected by Defense Business Management System (DBMS) is extracted and formatted into unit cost data.  The workload data used in the unit cost report is collected from the Distribution Management Information System (MIS).  The unit cost reports are distributed to varying levels of management within DLA and the Office of the Secretary of Defense (OSD).  

Financial and Workload Systems:

DLA Distribution Depots are supported by two types of automated information systems that are critical to the successful development of unit cost data.  The DLA uses DBMS to collect financial data to collect and stratify costs associated with the performance of the mission, and the Distribution Management Information System (MIS) to collect workload data that is provided to Defense Finance and Accounting Service (DFAS).  Cost account structure changes have been incorporated to enable direct, indirect, and general & administrative costs to be associated with the primary outputs.

Effectiveness Measures:

The following key performance measures for distribution are contained in the FY 1999 Chief Financial Officer Annual Financial Statement dated March 1, 2000 

Depot Logistics Response Time (LRT):  Measures in average number of days the time required for the depots to process customer requisitions/Materiel Release Orders (MROs) from receipt of the MRO to date shipped.  MRO processing time is measured in two categories, high priority and routine, in accordance with guidelines set by the Uniform Materiel Movement and Issue Priority System.

 Sample Inventory Accuracy:  Measures the accuracy of inventory records based on a random sample.  Record accuracy is based on whether the physical count matches the recorded balance at the depot.  Samples are taken and accuracy is measured semiannually, in March and September of each year.  

Denials:  Measures denial incidents per 1,000 requests for issues.  A denial incident occurs when an item recorded on the inventory records is not on hand or cannot be located and made available to the customer.

Infrastructure Reduction: In an effort to reduce infrastructure costs, the Depot Distribution Business Area measures storage capacity and occupancy to identify improvements in space utilization rates and eliminate unnecessary space.
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