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ABSTRACT 

Some U.S. Navy ships operate under Navy Working Capital Fund (NWCF) while 

others are mission funded. This thesis evaluates the feasibility, cost implications, 

and operational impacts of transitioning Navy ship inventories from mission-funds to the 

Navy Working Capital Fund. This study builds upon prior research by expanding the data 

set and incorporating updated logistics performance metrics. Using a Cost Effectiveness 

Analysis via the Multi-Objective Decision-Making framework, the study analyzes 30 

months of supply effectiveness data, inventory valuation, and manning data. In 

addition to quantitative analysis, this thesis also incorporates qualitative analysis of 

procedural, policy, and cultural factors that influence transition feasibility. The 

analysis includes a cost estimate for inventory capitalization, an assessment of system 

compatibility, and a phased implementation aligned with the Optimized Fleet Response 

Plan. The findings show that NWCF platforms consistently outperformed mission-

funded counterparts in terms of supply responsiveness and funding availability, 

particularly during periods of high operational demand. The projected annual 

transition cost was modest, with no major system or procurement disruptions 

identified. By combining quantitative and qualitative insights, this study provides a 

data-driven framework for Navy leadership to evaluate a potential enterprise-wide 

transition of unit-level ship inventory funding to the NWCF model. 
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I. INTRODUCTION

Efficient inventory management is essential to maintaining operational readiness 

of U.S. Navy ships. Currently, Navy surface platforms operate under two distinct inventory 

funding models. End use ships such as Landing Platform Docks (LPDs), Guided Missile 

Destroyers (DDGs), Guided Missile Cruisers (CGs), and Mine Counter Measures (MCM) 

ships rely on mission funds, while force-level ships such as Nuclear Aircraft Carriers 

(CVNs), Landing Helicopter (LHAs), Landing Helicopter Dock (LHD), and USS 

Normandy (CG-55) use the Navy Working Capital Fund (NWCF).  

Additionally, this study responds to a Navy Supply Systems Command (NAVSUP) 

leadership task to evaluate the feasibility and implementation plan for transitioning MF 

surface platforms to NWCF. To respond to the task, we assessed the potential benefits, 

risks, and costs of such a transition and identified implementation considerations, including 

manpower, systems readiness, and organizational adoption. 

A. OVERVIEW

While prior efforts (Cormier and Carroll, 2013) and the USS Normandy NWCF

Pilot Project explored the impacts on supply effectiveness and readiness between MF and 

NWCF, there is still no structured process for evaluating the feasibility, cost, and logistics 

of transitioning MF ships to the NWCF. This study builds on Cormier and Carroll’s 2013 

thesis by incorporating 30 months of updated supply data and expanding the scope to 

include implementation planning, inventory valuation, manning, and inventory 

management systems considerations. By conducting a cost effectiveness analysis, this 

research compares supply effectiveness onboard ships across the two different funding 

models. This report provides NAVSUP leadership with a direct comparison of funding 

methods and offers actionable recommendations should leadership determine that 

transitioning Navy unit-level ship inventories from MF to the NWCF is appropriate. 
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B. BACKGROUND

The Navy employs two primary funding models for shipboard inventory: MF and

NWCF. This discussion outlines their differences and examines wholesale versus retail 

inventory ownership, supply readiness, and supply effectiveness metrics. These concepts 

formed the basis for understanding the inventory’s financial structure, ownership 

responsibilities, and management practices aboard Navy ships, and provided a framework 

for evaluating their impact on supply chain responsiveness, financial accountability, and 

operational performance. 

1. Inventory Funding Models: MF and NWCF

Mission funding is utilized to purchase inventory onboard smaller combatant ships 

such as DDGs and CGs, which are often referred to as unit-level ships. Under MF, each 

unit receives an annual Operational Target (OPTAR) allocation from direct congressional 

appropriations (Congressional Budget Office [CBO], 2007). These funds are used to 

purchase inventory and sustain the ship’s operations. 

In contrast, the NWCF operates as a revolving fund applied to larger platforms 

inventories, such as CVNs, LHDs, and LHAs, which are often referred to as force-level 

ships. NAVSUP retains inventory ownership until the ship submits a requisition, after 

which the ship reimburses NWCF using OPTAR funds (Naval Education and Training 

Professional Development and Technology Center [NETPDTC], 2002). NWCF enables 

centralized control and, theoretically, provides greater cost transparency and financial 

traceability. 

2. Wholesale vs. Retail Inventory Ownership

A fundamental difference between MF and NWCF lies in how inventory ownership 

is managed. With mission funding, inventory is expensed from wholesale sources and 

immediately becomes the property of the ship and its Type Commander (TYCOM). This 

materiel is considered “retail-owned” once it arrives on board. Figure 1 provides an 

enhanced understanding of this process. 
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In the NWCF model, the inventory remains part of NAVSUP’s wholesale account 

even after being delivered to the ship. It is only transferred to the unit and expensed when 

formally requisitioned. As a result, NWCF-funded ships function more like afloat supply 

depots, holding wholesale-owned inventory that can be accessed and billed on demand, as 

reflected in Figure 2. This distinction has important implications for accountability, 

inventory valuation, and funding flow. 

3. MF and NWCF Process Flow 

As shown in Figure 1, MF ships use OPTAR funds upfront to purchase inventory 

(NAVSUP, 2005). Once a requisition is processed through the One Touch Support (OTS) 

system via a Military Standard Requisition and Issue Procedures (MILSTRIP) upload, 

OPTAR funds are obligated, the materiel is delivered, and ownership transfers to the ship. 

If the requested part is already onboard, it is issued without additional cost, having been 

previously paid for during initial stocking. This model ties inventory availability directly 

to real-time OPTAR funding, which can delay procurement and reduce flexibility. 

 
Figure 1. Process Diagram for MF. Adapted from NAVSUP (2005) 

This contrasts with the NWCF process, which defers OPTAR reimbursement until 

a requisition is issued, shifting inventory ownership, funding flow, and supply 

responsiveness. NWCF is based on a customer-provider model mandated under the 1947 
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National Security Act (Department of Defense [DoD], 2023). The system is designed to 

operate on a break-even basis, with congressional appropriations serving only to 

recapitalize the fund. Inventory costs include storage, handling, and other overheads; 

pricing is managed to recover those costs over time. 

Force-level (NWCF) ships do not own their onboard inventory; instead, NAVSUP 

retains ownership until parts are formally requisitioned. As illustrated in Figure 2, when a 

part is pulled, NWCF is reimbursed by the ship’s OPTAR. Until that point, the parts remain 

wholesale-owned and unavailable for use, making these ships function like afloat supply 

depots. 

 

Figure 2. Process Diagram NWCF. Adapted from NAVSUP (2005) 

4. Supply Readiness and Effectiveness Metrics 

Supply readiness is a critical component of operational effectiveness for any Navy 

ship. A ship’s ability to meet its materiel requirements directly impacts its mission 

capability, maintenance efficiency, and overall fleet readiness. Each ship is equipped with 

a tailored inventory based on its platform size, operational mission, and the complexity of 

onboard systems. These inventory requirements are governed by the Coordinated 

Shipboard Allowance List (COSAL), a structured logistics baseline that identifies the 
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specific range and depth of parts needed to support the ship’s equipment and mission 

profile (NAVSUP, 2003). 

The COSAL is designed to ensure ships are adequately equipped to operate 

independently during deployments, minimizing the need for frequent external resupply. To 

evaluate how effectively a ship’s inventory supports this objective, the Navy uses several 

standardized supply effectiveness metrics, which are tracked through the Continuous 

Monitoring Program (CMP). CMP provides real-time metrics to assess and improve 

shipboard logistics readiness by monitoring supply performance, inventory accuracy, and 

requisition processing efficiency, and is applied consistently across both MF and NWCF 

ships. 

The three principal effectiveness metrics used in this study are: 

1. Gross Effectiveness (GE): Measures the percentage of all onboard

materiel requests that can be filled from existing storeroom stock

(NAVSUP, 2005). It provides a broad indicator of supply support

capability without regard to request type or priority.

2. Net Effectiveness (NE): A refined version of GE, net effectiveness

excludes certain demand categories such as planned maintenance system

(PMS) items or non-COSAL requisitions (NAVSUP, 2005). It more

accurately reflects responsiveness to operational demands.

3. COSAL Allowance Effectiveness (AE): Measures how well the onboard

inventory aligns with the authorized COSAL (NAVSUP, 2005).

Specifically, it reflects the percentage of COSAL-demanded items carried

onboard, directly indicating how closely the ship adheres to its prescribed

logistics baseline.

Together, these metrics serve as standardized benchmarks for evaluating the 

materiel readiness of ships across different funding models. Although NWCF and MF 

platforms vary in how inventory is financed and managed, supply effectiveness remains a 

universal standard for operational performance. This study leveraged these metrics to 
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assess whether inventory funding models influence readiness outcomes and to support a 

data-driven evaluation of potential policy changes. 

C. PURPOSE 

Carroll and Cormier (2013) evaluated the applicability, effectiveness, and financial 

impact of transitioning to NWCF, finding that end-use offers higher supply effectiveness 

at the ship level. While they found NWCF provides greater cost efficiency, budget 

flexibility, and enterprise-wide asset visibility, their analysis left several other key 

questions unanswered. Their study did not address implementation costs or optimal 

transition timing, highlighting the need for a more comprehensive, data-driven framework 

to evaluate a fleet-wide shift to NWCF. 

This research focused on addressing those gaps by building on previous findings 

and introducing a more wholistic analysis using thirty months of standardized logistics 

performance data across MF and NWCF platforms. It also re-evaluated whether 

transitioning to NWCF improves operational effectiveness and financial sustainability, 

while examining the organizational and implementation trade-offs involved. In addition to 

assessing performance metrics, this study estimated inventory capitalization costs, 

identified manpower and system impacts, and explored the optimal timing for transition 

based on the Navy’s Optimized Fleet Response Plan (OFRP), a 36-month cycle structured 

around maintenance, training, deployment, and sustainment phases (CNO, 2014). 

The following research questions guided the study: 

Primary Research Question 

1. What is the financial viability, operational effectiveness, and overall 

impact of transitioning ships in the U.S. Navy from MF to NWCF? 

Secondary Research Questions 

2. What is the impact of unit-level ship inventory capitalization on 

operational readiness? 

3. What are the projected inventory, manpower, and systems costs of 

transitioning ships from MF to NWCF? 
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4. During which Optimized Fleet Response Plan OFRP phase should the 

transition occur to minimize operational disruption? 

5. What qualitative factors are involved regarding the transition of ships from 

MF to NWCF? 

This study used a Cost Effectiveness Analysis framework via the Multiple 

Objective Decision Making Model (MODM) to evaluate both quantitative and qualitative 

factors related to the funding transition. Key CMP metrics, GE, NE, AE, and Pending 

Requisition Release Value (PRRV), were analyzed across a representative sample of 

NWCF and MF platforms. Inventory valuation data from Fleet Inventory Management and 

Reconciliation System (FIMARS) and manpower data from Fleet Training Management 

and Planning System (FLTMPS) supported cost modeling and feasibility assessment. 

Utilizing the Optimized Fleet Response Plan (OFRP) construct, this study identified the 

most appropriate phase for implementing the transition. Together, these resources are 

expected to provide Navy leadership with a comprehensive framework to evaluate 

inventory capitalization effectiveness and informed decision-making on whether, when, 

and how to transition surface ship inventories from MF to NWCF funding. 

D. SCOPE AND LIMITATIONS 

Several limitations impact the scope of this study. First, while CMP provides 

consistent, fleet-wide performance metrics, the analysis assumes relative stability in 

historical trends, despite potential variations in OFRP cycles, funding levels, or shipboard 

practices. Second, data quality may be affected by inconsistent entry or intentional 

manipulation, impacting the accuracy of CMP metrics. Third, manning and operational 

assumptions are based on current billet documentation and treated as static, though real-

world transitions may require personnel adjustments not captured in this analysis. Lastly, 

and most limiting, was the absence of data from the 2008 USS Normandy NWCF pilot, 

which prevented this research from directly modeling a unit-to-force level ship transition 

and assessing previously recorded impact on operational effectiveness.  
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E. ORGANIZATION 

This thesis is organized into five chapters progressing from foundational contexts 

to conclusions. This chapter introduced the topic, explained the purpose of the study, and 

provided essential background on the Navy’s fleet inventory funding structures, along with 

the scope and limitations of the research. Chapter II critically reviews the existing literature 

on military inventory funding models. It identified knowledge gaps in prior research and 

situated the present study within the broader context of logistics and financial management 

in naval operations. Chapter III outlines the data sources, systems, and standardized 

performance metrics used in the analysis and describes the methodological approach for 

evaluating operational effectiveness and cost feasibility. Chapter IV displays the analytical 

approach and findings, applied quantitative and qualitative evaluation methods to address 

the research questions. Chapter V concludes the study with final conclusions, policy 

implications, and recommendations.  
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II. LITERATURE REVIEW 

Understanding the differences between Navy inventory funding models is essential 

to evaluating the effectiveness gained and the feasibility of transitioning unit-level ship 

inventories from a MF to NWCF structure. Existing research outlined the basic distinctions 

between the two, MF’s reliance on annual appropriations versus NWCF’s cost-recovery 

approach, but offered limited insight into real-world implementation challenges, system 

and manning impacts, and application feasibility. 

While the USS Normandy pilot provided the only documented case of a mission 

funded to NWCF inventory transition, the absence of underlying data restricted its value 

for broader analysis. Additionally, prior studies often overlooked critical factors such as 

administrative workload, personnel requirements, and systems compatibility. The 

following review examined the most relevant literature and identified key gaps that inform 

the need for this study’s expanded dataset and structured analytical approach. 

A. FUNDING AND COMPARATIVE ANALYSES OF RESOURCES 

To effectively analyze the difference between the two funding models, it is 

necessary to understand the fundamentals of both funding models and of how allocation 

occurs. The key distinction lies in NWCF’s structure as a cost-recovery model, which 

reimburses expenses rather than relying on annual congressional appropriations (DoD 

Financial Management Regulation, 2015). This framework reduces dependence on 

uncertain budget cycles by enabling more predictable and stable funding for logistics and 

maintenance activities (CBO, 2007). As a result, the NWCF has garnered attention for its 

potential to improve financial management and operational efficiency. 

Norell et al. (2019) serves as a key reference for understanding how Working 

Capital Funds can enhance operational flexibility, cost transparency, and resilience during 

periods of funding volatility. Norell et al. (2019) provides a view that, when properly 

managed, NWCF structures can improve mission execution and long-term investment 

planning, which are critical factors in evaluating the NWCF’s suitability for mission funded 

platforms. 
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Cain (2006) examined the operational and financial impacts of the two funding 

models in the context of Navy maintenance activities. By analyzing trade-offs in cost 

visibility, managerial flexibility, and budgeting processes, Cain provided a framework for 

assessing funding effectiveness. This resource directly informed the present study by 

highlighting the practical challenges and benefits of each funding model. These insights 

are critical to evaluating the feasibility, cost, and performance impacts of NWCF 

implementation on mission funded platforms. 

Carroll and Cormier’s (2013) report is a foundational study that examined the 

financial and operational impacts of the different inventory funding models on mission 

funded ships. Using the USS Normandy (CG 60) as a pilot case, the authors evaluated 

whether the NWCF or MF inventory provided superior supply effectiveness and financial 

performance. The study compared Normandy’s performance before and after transitioning 

to NWCF against other guided missile cruisers and amphibious assault ships, using metrics 

such as gross and net supply effectiveness and Equipment Maintenance Related Materiel 

(EMRM) obligations as a metric for funding availability. It established baseline 

performance metrics critical to this research and highlighted cultural, administrative, and 

logistical considerations that continue to influence the way logistics is conducted 

throughout the fleet. This research followed a similar approach as the Carroll and Cormier 

report but utilized additional performance metrics and primarily focused on establishing a 

Measure of Effectiveness (MOE) value and a summation of costs to implement such 

transition. 

The 2024 report by the National Academy of Public Administration (NAPA) 

emphasized NWCF’s strengths in cost transparency, effective cost recovery, and price 

stability, while noting its ability to leverage market fluctuations to improve purchasing 

efficiency. Cain (2006) and Carroll and Cormier (2013) also highlighted NWCF benefits 

pointing to how businesslike incentives and long-term financial planning improve supply 

efficiency and readiness. Carroll and Cormier’s (2013) review of the USS Normandy pilot 

showed that switching to NWCF funding enhanced supply readiness without impacting 

financial or operational performance. The Congressional Budget Office (CBO, 2007) 

added that while both NWCF and mission funding involve trade-offs, NWCF provided 
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greater cost visibility and, potentially, stronger managerial incentives, even if no clear 

operational performance advantage was found between the two funding models. 

B. FUNDING STABILITY 

Cormier and Carroll (2013) found that NWCF has no significant financial benefit 

because its efficiency gains are offset by increased administrative complexity. They argued 

that the cost-tracking requirements and revenue adjustments made MF a simpler alternative 

model. CBO (2007) also noted that NWCF’s cost-recovery pricing model may exaggerate 

procurement costs and reduce asset utilization. As a result, while NWCF offers greater cost 

visibility, its administrative burden and pricing structure may ultimately limit its 

operational advantage over the simpler, more flexible MF model.  

On the other hand, Cain (2006) stated that NWCF improves cost-effectiveness by 

balancing inventory spending with operational demand, thereby mitigating issues 

associated with procurement delays and increasing financial flexibility. Cain offered that 

NWCF promotes efficient use of resources, reduces wastage, and increases budget 

predictability. Norell et al. (2019) backs NWCF, citing “increased financial viability, 

supply chain efficiency, and shorter procurement cycles.” NWCF enables real-time 

inventory management, allowing ships to adjust procurement to mission requirements 

instead of fixed budgets. 

This debate begs the crucial question: Is NWCF financially flexible enough to 

justify its administrative cost? Whereas Cain focused on efficiency gains, Cormier and 

Carroll highlighted bureaucratic inefficiencies that may outweigh cost benefits. It is 

important to recognize that the structure of shipboard inventory management and TYCOM 

oversight has evolved since 2013 when the most recent study was accomplished. While 

TYCOM oversight of NWCF platforms was traditionally more stringent, the change of 

inventory management practices aboard both NWCF and MF platforms has led to a 

significant convergence between the two. While the procedural differences in inventory 

management have become minimal, this analysis incorporated the administrative cost 

implications for Naval Supply Systems Command (NAVSUP), attributing these costs not 
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to an increase in inventory management processes, but to the expansion in the number of 

line items that NAVSUP will be required to manage under the new model. 

While acknowledging the financial viability of NWCF, the NAPA report (2024) 

provided a critical reflection on contemporary governance issues that earlier literature did 

not address. Despite NWCF’s operational soundness, NAPA (2024) identified fragmented 

decision-making and lack of cross-organizational understanding that have undermined the 

fund’s financial viability and, consequently, operational readiness. This insight builds on 

Cain (2006) and the CBO (2007) analyses which primarily addressed the structural and 

fiscal characteristics of NWCF and mission funding without addressing more general 

decision dynamics. NAPA (2024) also noted that funding transitions, such as removal of 

shipyards from NWCF, while rational, can erode cost transparency and undermine 

sustainable resource management unless supported by strong oversight and data-driven 

decision frameworks (CBO, 2007; Cain, 2006). 

C. CONCLUSION 

The existing literature offered a useful foundation for understanding the structural 

and functional differences between NWCF and MF inventory models. However, 

significant gaps remain, particularly in the areas of implementation feasibility, personnel 

and systems costs, and operational effectiveness impact. Much of the current research is 

constrained by limited datasets and lacks consideration of transitional dynamics that affect 

real-world outcomes. 

These limitations underscore the need for a more comprehensive, data-driven 

approach. The present study built on prior work by addressing these gaps through a broader 

and more representative dataset, updated performance metrics, and structured cost-

effectiveness analysis. This foundation not only strengthened the analytical framework of 

this research but also positioned it to offer more practical and operationally relevant 

insights into the potential transition of small surface combatants from MF to NWCF 

funding structures. 
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III. DATA AND METHODOLOGY  

This chapter summarized the data collection methods used and explained their 

relevance to the research objectives. It also detailed the analytical frameworks applied, 

including the comparative research basis and cost analysis methodology, and concluded 

with a discussion of key assumptions and limitations that may influence how results are 

interpreted.  

To conduct a structured comparison of cost and effectiveness between funding 

models, the study employed a Cost-Effectiveness Analysis (CEA) via the MODM 

framework. This approach provided the basis for inventory valuation, systems feasibility 

assessment, and performance evaluation. To address the study’s primary and secondary 

research questions comprehensively, a MODM methodology was adopted. This allowed 

for the integration of both quantitative metrics and qualitative considerations in evaluating 

the potential transition from mission funding to the NWCF model. 

The selected MODM methodology is justified by its ability to integrate key 

effectiveness metrics while accounting for fluctuations in preferences that various decision 

makers may have. For example, a key decision maker could value performance metrics 

higher than funding availability. As such, the weighting for each objective metric can be 

tailored to those unique preferences. Previous research, most notably Carroll and Cormier 

(2013), relied heavily on the USS Normandy NWCF pilot (2008–2011); however, original 

source materials from that effort, including point papers, managerial records, and 

supporting documentation, are no longer available. Consequently, this study draws on a 

30-month dataset from CMP to capture performance across various life cycle phases, 

accounting for fluctuations in supply readiness, supervisory oversight, and personnel 

transitions over time. 

A. DATA SOURCES AND VALIDATION  

The sources of quantitative and policy-driven data used in this study are outlined 

below, along with the validation measures taken to ensure their reliability. A 

comprehensive foundation for analysis was established by integrating multiple logistics, 

Acquisition Research Program 
department of Defense Management 
Naval Postgraduate School 

13



financial, and personnel reporting systems, and aligning them with governing supply 

regulations. 

1. Continuous Monitoring Program (CMP)  

The CMP is an authoritative tool used across the fleet by supply officers and 

TYCOMs to assess supply readiness (Commander, Naval Surface Force [CNSF], 2008). 

This research focused on four primary logistics effectiveness metrics: gross effectiveness, 

net effectiveness, COSAL allowance effectiveness, and pending requisition release value. 

These metrics are collected monthly in CMP, enabling real-time monitoring of a ship’s 

supply posture. They are considered “pulse points” and can be thought of as a quick 

snapshot of the overall health of the supply and logistics operations aboard the ship. In an 

ideal world, all effectiveness metrics would be at 100% and PRRV would be zero. This 

ideal scenario would mean that anything and everything the ship needs would be 

immediately available in stock and ready for issue and with a limitless amount of money 

to do so. Obviously, this is not a likely scenario, but ships strive to achieve the highest 

performance metrics while generally keeping PRRV as low as possible. 

CMP data was extracted with a two-and-a-half-year window, the longest available 

timeframe based on current system permissions and data retention policies. Each ship’s 

Relational Supply (RSUPPLY) a logistical information system collects and provides the 

raw data input to CMP in order to compute the metrics. It then uploads to the CMP 

dashboard and verified by TYCOM readiness staff. Performance metrics were broken 

down and compared by their individual OFRP phases that each ship was currently in to 

account for natural fluctuations in logistical demand. These phases are broken down into 

maintenance, basic, advanced, sustainment, and Integrated Logistics Overhaul (ILO).  

Ships undergoing an ILO will not report monthly CMP metrics, and as such, these 

months are reported as a zero value within CMP and were removed from the data. Each 

phase of the ship’s life cycle within the OFRP framework is given varying priority for 

requisition fill rate and shipping priority (NAVSUP P-485). Ships preparing to deploy or 

in ongoing sustainment operations are given higher priority than say, a ship undergoing 

extensive shipyard maintenance. The varying priority given to each ship based on OFRP 
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phase can skew data for fill rates of needed parts and common items onboard. Comparing 

the performance metrics in this way gives a more accurate representation than looking at 

the data solely from a linear timescale perspective.   

The CMP datasets utilized were checked for anomalies outside of the ILO phase 

for any unreported values from ships that would have resulted in a zero score for the month 

and otherwise would have skewed the data.  

2. Fleet Inventory Management and Reconciliation System  

FIMARS, operating under the Navy Data Platform, is a system designed to provide 

real-time inventory valuation and visibility across surface units (Naval Supply Systems 

Command, n.d.). The use of this system was suggested for this study by LCDR Ari Hague 

(personal communication, January 2025), because it provides stock valuation and line-item 

counts by ship, enabling cross-platform inventory comparisons. A one-time data pull from 

this system provided the on-hand inventory value for the MF units. All non-surface 

platforms were removed from the data pull, to only include surface force platforms. As of 

January 2025, the result was 1,886,703-line items across 117 ships, with a total on-hand 

inventory value of $2.37 billion (Naval Supply Systems Command, n.d.). Ship by ship 

details are provided in Appendix A. This dataset served as the financial foundation for 

modeling inventory cost in the event of capitalization. Valuations were verified using 

NAVSUP’s OTS to confirm current prices of items reflected of the shipboard inventories.  

3. Fleet Training Management and Planning System  

FLTMPS is a web-based platform used to track personnel training, qualifications, 

and readiness (Chief of Naval Operations, 2022). FLTMPS was used because it provided 

access to manning data for Logistics Specialists (LS) onboard active CGs. Having access 

to this information across both MF and NWCF cruiser platforms enabled the comparative 

assessment of whether additional personnel requirements would arise under a NWCF 

structure. The breakdown of all the ships that were utilized for this comparison can be 

found in Appendix C.  
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4. Policy Documents and Guidance  

Key policy documents supported the modeling assumptions and established 

procedural authority for inventory, accounting, and manpower processes. These included 

the DoD Financial Management Regulation (FMR), Vol. 4, Chapters 1, 4, and 11 that 

outlined financial reporting principles, obligation recording, and inventory transfer 

processes; NAVSUP P-485 (Afloat Supply Procedures), provided details of standard 

shipboard logistics procedures; NAVSUP P-723 (Inventory Accuracy Procedures), 

provided the guidance on managing NWCF inventories; NAVSUP P-732 (RSUPPLY User 

Guide), provided guidance for the Navy’s shipboard logistics system; and NAVSUPINST 

5320.8, defined manpower requirements and management through Billet Identification 

Numbers (BINs), which ultimately assisted in the NAVSUP-Weapons System Support 

(WSS) manpower computation. 

These instructions provided the regulatory, procedural, and operational foundations 

necessary to accurately model, assess, and identify the differences in inventory 

management; and the manpower requirements between MF and NWCF structures. 

Additionally, validation involved cross-referencing these documents with NAVSUP and 

TYCOM operational procedures to ensure alignment with current practices. Each 

document was thoroughly reviewed to confirm the relevance and accuracy of the data.  

In order to validate our approach, we sought expert input and operational insight 

from the project sponsor to validate the use of instructions, understand system limitations, 

and confirm data interpretation. These engagements reinforced the credibility of the data 

and confirmed PRRV as a suitable surrogate metric. Additionally, the team visited 

Commander Naval Surface Force Atlantic (CNSL) N41 Readiness and N01F Comptroller 

Divisions to better understand manpower and cost constraints.  

B. DATASET CONSTRUCTION AND COMPARATIVE ANALYSIS 
GROUPS  

The data collected provided a comprehensive, normalized, and policy-aligned 

foundation for the accurate use and interpretation of metrics, costs, and procedures within 

a CEA framework. Although legacy data from the USS Normandy pilot (2008–2011) was 
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unavailable, the scope and quality of current data are sufficient to support both statistically 

and operationally meaningful comparisons between MF and NWCF inventory constructs, 

as well as the broader implications of capitalization. 

To ensure the integrity and relevance of the comparative analysis, dataset 

construction followed strict inclusion criteria, platform equivalency, and operational 

alignment. The objective was to isolate the effect of funding mechanisms on logistics 

performance, minimizing potential distortions caused by mission-specific deviations, life 

cycle disparities, or incomplete reporting. Platforms were grouped by funding construct 

(NWCF or MF) and by ship class. Each dataset was normalized using OFRP 

categorizations to align data with comparable operational phases. 

Ships undergoing ILO or major maintenance availabilities, as identified by their 

OFRP cycle, were excluded to prevent skewed results. This structured methodology 

ensured a fair and balanced comparison of logistics performance across two distinct 

funding paradigms. By grouping “like with like,” the analysis assigned weighted relevance 

based on sample size, mission consistency, and statistical confidence. 

C. METHODOLOGICAL FRAMEWORK AND JUSTIFICATION  

This project began by evaluating a range of traditional program assessment models, 

including the well-established 10-step CEA framework proposed by Cellini et al. (2015). 

Other approaches considered included Cost-Benefit Analysis (CBA) and Multiple Criteria 

Decision Analysis (MCDA). However, these frameworks proved inadequate for this 

research, either due to limitations in the quantifiability of available data or because their 

methodologies lacked the flexibility and scope necessary for a comprehensive evaluation. 

The most effective model identified was the MODM framework. This framework 

is a variation of a CEA and provides a structured analytical approach that evaluates 

alternatives by comparing their costs against multiple performance objectives (Wall & 

MacKenzie, 2015). Unlike models that rely on a single metric, MODM accounts for trade-

offs among several criteria, such as efficiency, readiness, and funding, allowing decision-

makers to assess the overall value of different strategies or systems. 
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Ultimately, the MODM model was selected for its ability to integrate both 

quantitative performance metrics and qualitative factors, enabling robust cross-platform, 

cross-functional comparisons. It supports the use of weighted criteria and decision rules 

that reflect stakeholder priorities, including logistics readiness, cost efficiency, systems 

compatibility, and administrative feasibility. Through MODM weighting, one can filter out 

datasets that are affected by limited sample size and reporting inconsistencies, which 

allows for useful data to be evaluated and applied based on its composition.  

Furthermore, MODM enables the application of descending priority by providing 

flexibility to weigh the core metrics used in this study. This structured approach allowed 

for objective performance comparisons while incorporating field-informed judgments from 

TYCOM and NAVSUP experts.  

MODM also supported the prioritization of metric importance. For example, 

funding availability (represented by the PRRV metric) can be weighed more heavily than 

pure inventory alignment (e.g., COSAL allowance effectiveness). This prioritization 

reflects operational realities; a technically accurate COSAL is useless if funding gaps 

prevent execution. Similarly, MODM enabled the down-weighting of datasets where a 

variance or limited sample size could affect reliability (e.g., the USS Normandy vs. CGs 

comparison).  

In conclusion, while other CEA and decision-making models provided useful 

framing tools, only the MODM methodology allowed for the complexity, nuance, and 

flexibility needed to evaluate a potential enterprise-wide shift in inventory funding. It is 

the only model that could integrate fiscal, operational, and organizational variables at both 

the unit and fleet levels in a scalable and comparative manner. MODM’s flexibility and 

ability to tailor it to mission-specific requirements made it the most appropriate choice for 

this research.  

D. METRIC PRIORITIZATION AND WEIGHTING  

The metrics PRRV, GE, NE, and AE were selected from CMP based on their 

availability across both funding constructs and their operational relevance. The MODM 

Acquisition Research Program 
department of Defense Management 
Naval Postgraduate School 

18



model enabled these four key metrics to be carefully evaluated and weighted in assessing 

the effectiveness of NWCF versus MF inventory structures. 

1. Weighting Criteria 

The weighting of these metrics was determined through discussions with the supply 

network stakeholders and based on shipboard experience of the thesis members. The 

consensus prioritized indicators reflecting funding-related delays and readiness impact, 

particularly PRRV. AE, while important for provisioning policy, was considered less 

relevant to real-time operational support and thus assigned the lowest weight. The MODM 

scoring framework aggregated these weighted performance metrics and dataset priorities 

into a composite effectiveness index.  

2. Key Metrics 

These metrics were prioritized based on descending operational impact, with initial 

weights assigned within the MODM framework and reflect quantitative readiness 

performance.  

1. Pending Requisition Release Value: PRRV provides a practical measure 

of funding responsiveness and resource sufficiency for both MF and 

NWCF inventories and carries the highest weight. While it does not fully 

replicate the DEF to RO metric used in Carroll and Cormier (2013), it 

serves as a suitable surrogate by capturing requisition backlogs for both 

stock replenishment and DTO demands. Despite some limitations, PRRV 

offers valuable insight into funding delays and supply chain bottlenecks, 

particularly under the mission-funded model. 

2. Gross Effectiveness: Measures the percentage of total requisitions filled 

from storeroom stock, regardless of allowance status. GE carries the 

second highest weight as it indicates the overall responsiveness of the 

ship’s supply system and storeroom depth. High GE rates are associated 

with stronger logistics execution and reduced reliance on external 

sourcing.  
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3. Net Effectiveness: NE measures fulfillment rates for COSAL-authorized 

items, offering a narrower view than GE by focusing on pre-defined 

allowance lists. High NE scores reflect better alignment between 

provisioning strategies and actual materiel demand. This metric has been 

emphasized in previous NWCF studies and remains vital for evaluating a 

ship’s operational readiness; however, in our assessment we are assigning 

it a lower weight than GE. 

4. COSAL Allowance Effectiveness: This metric represents the proportion of 

COSAL-authorized items onboard relative to total demand. It helps assess 

the alignment between technical requirements and onboard inventory. 

While valuable for diagnosing provisioning adequacy from NAVSUP and 

TYCOM, it was given the lowest weight due to its indirect relationship to 

daily materiel readiness impacts from funding constraints. 

Overall, the MODM scoring framework enabled the aggregation of these weighted 

performance metrics and dataset priorities into a composite effectiveness index. This index 

will be used to rank each platform’s logistic readiness under their respective funding 

structures. It formed the empirical basis for the conclusions regarding the viability and 

value of transitioning to NWCF.  

E. FINANCIAL EVALUATION AND CAPITALIZATION COSTS  

This section evaluates the financial implications and capitalization costs associated 

with transitioning shipboard inventory to the NWCF. 

1. Inventory Cost  

Capitalizing shipboard MF inventory into the NWCF requires a structured 

transition. This process is governed by DoD Financial Management Regulation (FMR), 

Volume 4, Chapter 4, which outlines the necessary steps and documentation to recognize 

previously procured assets as capital within the Navy’s Working Capital accounting 

structure (2023). At the core of this process is the non-reimbursable transfer of inventory 
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from TYCOM control to NAVSUP ownership. This is accomplished via DD Form 1150, 

which is the transfer documentation for the title and accountability of inventory assets.  

Under this model, the component activity that owns the inventory, the TYCOMs, 

transfers the inventory to NAVSUP. NAVSUP is not required to repurchase this materiel; 

instead, it assumes financial and logistical responsibility under working capital fund rules. 

Once the transfer is complete, TYCOM removes the inventory from its accounting records, 

and NAVSUP incorporates it into the NWCF accountability. This process eliminates the 

need for duplicate funding and enables centralized oversight of inventory valuation. 

Following the transfer, future requisitions must generally be reimbursed using OPTAR 

funds. However, per FMR Volume 4, Chapter 4, the TYCOMs may submit a request 

through USD(C) to temporarily issue materiel without immediate payment, up to an annual 

limit based on historical usage. Once this limit is reached, or at the end of the fiscal year, 

NWCF must resume charging for issued materiel on a reimbursable basis (Department of 

Defense, 2023). 

To accurately estimate the inventory cost and scope of this transition, the inventory 

valuation data was extracted from the FIMARS in January 2025. The data extracted listed 

all platforms that fall under the surface forces, whether unit or force. Therefore, further 

analysis was conducted to identify all the unit-level ships that would be impacted by the 

transition. The total number identified and that was used to estimate the inventory value 

and manning values (in manpower analysis) is that of 117 unit-level ships. The inventory 

breakdown for the 117 ships (see Appendix A) resulted in:  

• 1,886,703 total line items on hand as of January 2025 

• With a total on-hand valuation of $2,366,407,976  

This value represents a mix of initial spares, depot-level reparable (DLRs), 

consumables, and demand-based stock. Importantly, this inventory is already in possession 

and use, meaning that transitioning to NWCF does not require additional procurement, only 

administrative capitalization.  
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2. Manpower Cost  

In addition to the inventory cost of capitalization, the manpower cost was also 

considered for the ship, TYCOM, and NAVSUP WSS. An essential aspect of this study 

involved evaluating how the transition from MF to NWCF would influence manpower 

requirements and organizational responsibilities across the three echelons: shipboard 

personnel, TYCOM-level readiness and logistics managers, and NAVSUP enterprise-level 

supply operations.  

a. Shipboard Manning 

A detailed comparison of shipboard manning levels between NWCF and MF 

platforms was conducted using the BBD records in FLTMPS (see Appendix C). Analyzed 

the authorized and onboard LS billets for the USS Normandy (NWCF ship) and three 

comparable MF CGs (USS Gettysburg, USS Princeton, and USS Lake Erie). The initial 

hypothesis was that NWCF funding would require more logistics billets onboard, given its 

expected increase in reporting and fiscal control requirements. However, the analysis found 

parity across all platforms. Normandy was authorized 13 LS billets, which was consistent 

with USS Gettysburg (13 billets) and USS Princeton and USS Lake Erie (11-13 billets).  

This suggested that NWCF implementation does not inherently require additional 

shipboard logistics personnel, nor does it alter the core duties of Logistics Specialists 

onboard MF ships. Their responsibilities, inventory management, financial recordkeeping, 

materiel procurement, and issue tracking remain consistent under both funding constructs. 

This finding is significant because it underscores that a transition to NWCF can be executed 

without incurring additional billet requirements or disrupting existing manning plans at the 

ship level.  

b. TYCOM Manning 

The TYCOM Readiness Divisions play a critical oversight role in inventory 

reporting, audit compliance, and financial reconciliation. To assess whether NWCF 

imposes new burdens on TYCOM personnel, a site visit to CNSL and phone conversations 

with CNSP took place in addition to a review of standard operating procedures for both 
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MF and NWCF ships was also conducted. The findings from both show that the inventory 

management frameworks in place for MF ships are already similarly structured to comply 

with NAVSUP P-723 guidance used by NWCF ships, regardless of funding type.  

Specifically, TYCOMs oversee:  

• Annual inventory schedules and reconciliation audits  

• Quarterly NAVSUP Form 455/1 (Inventory Accuracy Reporting)  

• Quarterly NAVSUP Form 455/2 (Controlled/Classified Inventory Reporting)  

These reporting requirements exist under both MF and NWCF constructs. 

Interviews with TYCOM staff confirmed that the process of reviewing reports and 

supporting shipboard logistics personnel is functionally similar. Thus, not anticipating 

changes to inventory management responsibilities, workload, or staffing if additional ships 

transition to NWCF.  

c. NAVSUP-WSS Manning 

The greatest projected impact of NWCF expansion lies within NAVSUP-WSS, 

particularly the Inventory Accuracy team (N85) responsible for reconciling enterprise 

resource planning records and ensuring ledger integrity. As ships transition to NWCF, their 

inventory must be formally capitalized, transferred from unit-level end-use to NAVSUP-

owned stock via DD Form 1150.  

With 117 SURFOR ships under consideration for transition, NAVSUP is expected 

to gain responsibility for approximately 1.89 million additional line-items (see Appendix 

B). This represents a substantial increase in warehouse, financial, and ERP oversight 

functions. As detailed in Appendix B, the workload associated with managing this volume 

includes:  

• Reconciling Unreconciled Balances (URBs)  

• Performing Baseline Inventory Adjustments (BLAs)  

• Reviewing and validating Intermediate Documents (IDOCs)  
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• Managing data integrations with RSUPPLY and Navy ERP  

• Monitoring for and resolving invalid inventory requests  

To support this increase, NAVSUP N85 anticipates a rise in Full-Time Equivalent 

(FTE) requirements, as delineated by NAVSUPINST 5320.8. The analysis identified a 

need for the following personnel: 

• One GS-13 FTE for program oversight and systems analysis 

• Five GS-11 FTEs to serve as analysts and technicians for ERP reconciliation and 

audit support 

Based on the current General Schedule (GS) pay scale, the estimated annual base 

salary is $63,163 for each GS-11 and $90,025 for a GS-13, resulting in a combined total 

annual cost of $405,840 for the six positions (FederalPay.org, 2025). This figure reflects 

base salary only and does not include fringe benefits, training costs, or temporary surge-

related expenses associated with implementation. Fringe benefits were excluded from this 

estimate to maintain consistency with standard baseline costing practices and due to 

variability across regions and individual employment scenarios. Nonetheless, this estimate 

provides a foundation for budgeting future personnel requirements. 

This analysis confirms that NAVSUP is the only organizational echelon where 

staffing increases are essential to enable a full-scale transition to the NWCF model. 

3. System Requirements and Transition Feasibility  

The Navy’s existing inventory systems onboard ships already support the 

infrastructure required for a transition to NWCF when it comes to inventory management 

and funding. A primary system used by MF and NWCF platforms is the RSUPPLY 

application, operated on all surface ships. RSUPPLY, per the NAVSUP P-732 (RSUPPLY 

Unit User’s Guide), comprises five subsystems: site, inventory, logistics, financial, and 

query. These subsystems allow for the full range of inventory management operations from 

requisition generation to financial reconciliation. Importantly, the architecture and 

operational use of RSUPPLY is consistent between MF and NWCF ships, except for the 

FINANCIAL module, tailored to the funding source.  
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Email correspondence received from NIWC confirmed that the detailed RSUPPLY 

process for the NWCF transition would require two specific system-level changes:  

• Unit Supply Identifier (USID) Update. NAVSUP will need to change the USID from 

an end-use designation to a NWCF designation. This identifier is used throughout 

RSUPPLY and Navy ERP to route and process requisitions, manage funding codes, 

and track ownership status.  

• Logistics Item Control Number (LICN) to Routing Identifier (RI) Conversion. As the 

inventory is centrally owned by NAVSUP, they must map the LICN to a valid 

NWCF-compatible RI, thus enabling the system to recognize and manage inventory 

efficiently.  

The Naval Tactical Command Support System (NTCSS) RSUPPLY team at NIWC 

confirmed that these modifications are achievable without technical representative 

assistance or system reinstallation. “Ships already have the underlying RSUPPLY software 

necessary to manage NWCF deep stock inventory” said Allison William from NIWC code 

54440. A baseline configuration exists on all ships for such a conversion, and the required 

changes are administrative, not technical.  

Additionally, NAVSUP maintains a central financial and inventory management 

presence in Navy ERP (see Appendix B). NAVSUP will use ERP once inventory is 

capitalized in order to manage item-level records, track reconciliation cycles, and generate 

required financial reports. NAVSUP P-723 outlines procedural steps and oversight 

expectations, including monthly validation, discrepancy resolution, and audit trail 

maintenance for all NWCF inventory.  

Supporting systems such as Shipboard Configuration and Logistics Program 

(ShipCLIP), Intermediate Document (IDOC) protocols, and Unreconciled Balance (URB) 

reports should be integrated into the transition process (see Appendix B) to ensure full 

visibility and proper synchronization of inventory transactions. NAVSUP N85 has 

identified these as core requirements for the ongoing reconciliation and accountability 

functions associated with NWCF-managed items.  
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In conclusion, the systems infrastructure required to support the NWCF transition 

is already embedded in the Navy’s logistics enterprise. An administrative change directed 

via NAVSUP does not require major capital investment. When capitalization takes place, 

this system-level feasibility is expected to support the practicality of expanding NWCF 

inventory funding to additional unit-level platforms. 

F. ASSUMPTIONS AND LIMITATIONS  

This research was performed under several key assumptions necessary to ensure 

the feasibility and focus of the analysis. These assumptions were validated through 

consultations with SMEs and policy review. Nonetheless, certain limitations in data 

availability, system access, and fleet composition influenced the scope and methodology. 

These are detailed below to ensure transparency and contextual understanding of the 

findings.  

1. Key Assumptions:  

The following key assumptions were made to ensure the feasibility and focus of 

this analysis: 

PRRV serves as a reliable proxy for the deficiency to requisition objective (DEF to 

RO) metric. Due to current CMP system limitations and contractual transition to Nexagen 

Networks (as of February 2025), DEF to RO could not be replicated for (MF platforms). 

PRRV was the best available alternative based on its operational relevance and consistent 

reporting across all platforms.  

Ships in different life cycle phases (e.g., maintenance, basic, advanced, and 

sustainment) display different logistics readiness profiles. An assumption is made that this 

approach will account for readiness-related variations in performance by normalizing 

metrics according to each ship’s OFRP phase. 

The 117 SURFOR ships included in the FIMARS analysis were assumed to be 

representative of the broader surface fleet inventory characteristics. Excluded units 

“surface units” that were not identified as a ship platform. 
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It was assumed that the systems currently used by the Navy (RSUPPLY and ERP) 

have the baseline capability to support the NWCF transition with only minor administrative 

modifications and that no major technical upgrades are necessary for implementation.  

Shipboard and TYCOM logistics staffing models are assumed to remain unchanged 

post-transition, with increases required only at NAVSUP for inventory reconciliation and 

ERP maintenance.  

It is assumed that TYCOM will transfer inventory ownership to NAVSUP without 

the need for “re-purchase,” since the established FMR procedure for similar inventory 

capitalization scenarios, does not require the gaining activity to provide funds for the 

purchase.  

Sensitivity analysis was conducted by weighting different priorities higher or lower 

based on perceived decision maker preferences. A higher weighting was placed on funding 

availability and lower weighting was placed on performance metrics. Similarly, a second 

sensitivity analysis was performed where higher weighting was placed on performance 

metrics and lower weighting on funding availability.  

2. Limitations:  

The approach prioritized real-world operational constraints and data availability. 

Due to limited legacy pilot data, specifically from the USS Normandy’s 2008–2011 

transition, and constraints in replicating earlier methodologies such as DEF to RO. This 

study focused on currently available performance metrics collected over 30 months using 

the Navy’s CMP, FIMARS, and related authoritative systems and logistics policies. 

Despite the robustness of the data and methodology explained in this chapter, the following 

limitations must be acknowledged:  

The original pilot project for USS Normandy’s transition provided valuable proof-

of-concept insights. However, that pilot’s data, point papers, and project documentation 

are no longer available, and key personnel have rotated. This required us to rely solely on 

current CMP and ERP data.  
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While DEF to RO was used in earlier NWCF studies, this data could not be accessed 

or replicated within CMP due to system structure limitations and policy constraints. 

Creating comparable values required manual data pulls from approximately 60 individual 

ships, which was not operationally feasible.  

With many guided-missile cruisers decommissioned or undergoing Service Life 

Extension Programs (SLEPs), the available sample for comparing MF-funded CGs to 

NWCF-funded USS Normandy was limited. A re-working or longer timescale analysis of 

previous research on CGs, such as in Carol and Cormier, was deemed not feasible.  

Ships undergoing ILOs or in extended maintenance periods often report artificially 

low logistics performance. While these data points were excluded from the analysis, they 

underscore the sensitivity of metrics to the life cycle stage and the importance of OFRP-

based normalization.  

While GE, NE, AE, and PRRV provide a comprehensive snapshot of supply 

performance, they do not capture broader impacts such as procurement lead times, vendor 

reliability, or non-materiel readiness (e.g., training impacts). These factors, while relevant, 

were outside the scope of this study. Additionally, CMP system only allows for the access 

of 24 months of data to be accessed at any given time. 

There may be unknown lags or inaccuracies in RSUPPLY or ERP data reporting 

due to delayed entries, training gaps, or configuration errors. These are assumed to be 

randomly distributed across platforms, though they could introduce minor anomalies.  

In sum, while this study offered a thorough and representative analysis of NWCF 

feasibility, it is constrained by certain unavoidable data and access limitations. These were 

mitigated wherever possible through expert interviews, OFRP normalization, and cross-

system validation. Acknowledging these constraints ensures that the findings are 

interpreted within the proper analytical context.  

G. CONCLUSION   

This chapter established the framework for evaluating the transition of Navy unit-

level ship inventory funding from MF to the NWCF model. A MODM approach was 

Acquisition Research Program 
department of Defense Management 
Naval Postgraduate School 

28



selected for its ability to balance both quantitative metrics and qualitative considerations, 

offering a more flexible and mission-relevant alternative to traditional models like Cost-

Benefit Analysis or Cellini’s 10-step CEA. Core performance metrics: GE, NE, AE, and 

PRRV were selected based on operational relevance, data availability, and stakeholder 

validation. 

Dataset construction followed strict criteria for platform comparability and 

readiness phase alignment, with a robust validation process applied across all data sources 

to ensure consistency and reliability. With the methodology in place, the next chapter will 

present the results of this analysis; examining and presenting real-world data from CMP, 

FIMARS, and FLTMPS to assess how NWCF-funded platforms compare to their mission-

funded counterparts in logistics performance, financial efficiency, and operational 

readiness. 
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IV. ANALYSIS AND EVALUATION OF FUNDING MODELS 

This analysis sought to determine the overall MOE for MF and NWCF by 

identifying key objectives and evaluating their relative importance. Effectiveness is 

defined as the extent to which an alternative enables the pursuit of objectives while 

considering the relative importance of each factor analyzed (Mackenzie, 2015). Using a 

top-down approach, it compared MF-funded ships (CGs, LPDs, DDGs) with NWCF-

funded ships (USS Normandy, LHDs, LHAs) to derive MOE values for each model. 

A. OBJECTIVE HIERARCHY AND EVALUATION CRITERIA 

The objectives for the MOE analysis are defined as gross effectiveness, net 

effectiveness, COSAL allowance effectiveness, and pending requisition release value. The 

weighting of these factors assigns equal importance to performance metrics and funding 

availability to ensure a balanced assessment. Sensitivity analysis is conducted later in this 

chapter to account for potential variations in decision-maker priorities, allowing for 

scenarios where greater emphasis may be placed on either performance or funding 

availability. Additionally, qualitative factors that are difficult to quantify but considered 

operationally significant are included to inform decision-making. Finally, the estimated 

cost of implementation is also presented to provide decision makers with a comprehensive 

understanding of the effectiveness gained relative to the resources required. Figure 3 shows 

the hierarchical structure used for developing the value function. At the topmost level, the 

single overarching objective is to determine maximum effectiveness. 
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Figure 3. Maximum Overall Effectiveness Values 

B. METRICS PERFORMANCE   

Performance scores for each funding model were calculated using three weighted 

metrics: gross effectiveness, net effectiveness, and COSAL allowance effectiveness. These 

measures reflect inventory accuracy, requisition responsiveness, and allowance sufficiency 

across operational phases. The results from the performance component of the overall 

MOE for each funding method. 

1. OFRP Phase Consideration 

Carroll and Cormier (2013) highlighted that supply effectiveness varies across the 

OFRP life cycle, with deployment and sustainment phases typically yielding higher 

performance than maintenance or basic training phases. To ensure meaningful comparison, 

effectiveness metrics in this study were organized by OFRP phase and funding model 

rather than by calendar month. Figure 4 presents average performance data across three 

key metrics: net effectiveness, gross effectiveness, and COSAL allowance effectiveness, 

for both NWCF and MF-funded ships. The chart shows that NWCF platforms (blue bar) 

generally outperform MF (orange bar) counterparts in gross and allowance effectiveness 
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across most phases. However, MF ships demonstrate a slight advantage in net 

effectiveness, particularly during the basic and maintenance phases.  

 
Figure 4. Metrics Effectiveness across OFRP 

2. Performance  

To calculate the performance score for NWCF and MF platforms, each 

effectiveness metric was weighted based on its assigned importance. Table 1 represents the 

value based on the calculations and provides the total sum of each performance metric that 

will be included in the final calculation of MOE.  

When the performance metrics are summed up as displayed in Table 1, we have the 

total performance score for the NWCF at a value of .6220 and MF at a value of .6063. In 

an ideal world, a ship that is 100% effective in its performance metrics would receive a 

value of 1 as its final score. In this scenario the NWCF would be 62.2% effective and MF 

being 60.63% effective. The NWCF ships being 1.57% more effective in performance 

ranking compared to the MF ships. 
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Table 1. NWCF and MF Weighted Values 

Navy Working 
Capital Fund 

Average 
Across OFRP 

Weight Weighted Value 

Gross Effectiveness 0.5058 0.50 0.2529 
Net Effectiveness 0.7562 0.40 0.3025 
COSAL AE 0.6656 0.10 0.0666 
Total Performance Score 0.6220 

 
To assess funding availability, this analysis employed PRRV, a metric that captures 

the total value of materiel requisitioned by ship’s force, either for stock replenishment or 

for Direct Turnover (DTO) to its customers, but not yet released or purchased by the supply 

department. While not a perfect proxy, PRRV is a useful indicator of how well operational 

requirements are supported by available funds. However, it is important to note that 

fluctuations in PRRV may also reflect non-funding-related factors such as prioritization 

decisions, administrative delays, or changing operational demands. This study leveraged 

firsthand experience as surface fleet supply officers to affirm that PRRV serves as a 

practical and intuitive indicator of funding sufficiency at the unit level. 

An illustrative analogy compares PRRV to the concept of a digital shopping cart. 

When household items are added to a cart, they represent validated needs, just as shipboard 

requisitions reflect verified materiel requirements. The act of “checking out” parallels the 

role of supply department logisticians who release or procure the requisitioned items. 

Under conditions of adequate funding, the entire cart can be purchased, ensuring full 

operational support. Conversely, funding constraints can delay or prevent purchases, 

leaving critical requirements unmet.  

Figure 5 presents PRRV data for four NWCF ships that were randomly selected, 

the USS Essex, Normandy, Bataan, and Kearsarge, and highlights a consistent trend: 

requisitions pending release under OPTAR (MF) funding (circled in orange below) are 

Mission Funded  Average 
Across OFRP 

Weight Weighted Value 

Gross Effectiveness 0.454 0.50 0.227 
Net Effectiveness 0.815 0.40 0.326 
COSAL AE 0.533 0.10 0.0533 
Total Performance Score 0.6063 
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generally higher in both value and count than those under NWCF (circled in blue below). 

BP-28 is a unique budget project code that pertains specifically to Defense Logistics 

Agency-furnished consumables for NWCF ships.  

 
Figure 5. Force-Level Ships Pending Requisition Release Snapshot 

As of the dates shown, USS Essex reported no BP-28 (NWCF) requisitions 

pending, while its OPTAR backlog totaled $498,474.97 across 164 orders. USS Kearsarge 

showed a similarly low BP-28 value of $510.35 for just two requisitions, compared to 

$973,497.41 across 401 pending OPTAR orders. Both USS Bataan and USS Normandy 

reported zero BP-28 requisitions, with respective OPTAR PRRVs of $94,912.81 and 

$152,995.63. This trend suggests that NWCF requisitions may be released more promptly, 

whereas OPTAR-funded (MF) requisitions experience greater backlog, indicating a 
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potential advantage of NWCF in funding responsiveness and inventory processing 

efficiency. 

The reason behind the consistent delay in releasing MF requisitions cannot be 

definitively determined without direct insight into each ship’s financial operations. 

However, Figure 5 provides a financial snapshot of ships that possess both funding 

mechanisms, where NWCF is used to replenish inventory, and OPTAR funds are required 

to purchase items from that inventory or to requisition part off ship, when the item is not 

onboard. This suggests that while units may have adequate NWCF funds to stock 

inventory, they may lack sufficient OPTAR resources to complete the purchase, resulting 

in higher pending requisition values.  

Additionally, Figure 6 displays PRRV data retrieved from CMP for four MF ships 

that were randomly selected, the USS Gettysburg, Sentry, Truxtun, and San Diego, all of 

which operate solely under MF and do not manage BP-28 (NWCF) inventory. 

 
Figure 6. Unit Level Ships Requisition Release Value Snapshot 

Looking only at MF ships does not provide a comparison to NWCF ships, but does 

illustrate the extent of OPTAR-constrained requisition backlog. As of the reported dates, 

USS Gettysburg recorded 159 unreleased requisitions totaling $107,339.13, USS Sentry 
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reported 24 requisitions valued at $18,269.57, USS Truxtun reported 167 requisitions 

totaling $1,417,604.92, and USS San Diego recorded 146 pending requisitions worth 

$386,307.84. These values reflect a combination of unreleased storeroom replenishment 

and DTO requisitions, both of which are critical for maintaining operational supply 

readiness. 

As previously noted, MF ships must rely on OPTAR to fund both inventory 

replenishment and DTO support, making these backlogs particularly concerning. While the 

specific reasons for the delays are unknown, potentially involving prioritization, funding 

shortfalls, or administrative lags, the data suggests a recurring trend. When compared with 

the NWCF requisitions in Figure 5, MF requirements consistently demonstrate higher 

pending requisition release values and counts. This may indicate that despite validated 

supply requirements, mission-funded ships often lack the timely funding or administrative 

capacity to release requisitions, creating vulnerabilities in materiel readiness and 

operational support. NWCF ships do not have the same constraints in this regard and have 

a consistently lower PRRV as a result.  

PRRV captures the full spectrum of requisitioned needs, including both storeroom 

replenishment and DTO demands, making it a comprehensive and operationally 

meaningful indicator of supply support performance. To assess funding responsiveness 

over time, PRRV was tracked monthly across a 30-month period. As shown in Figure 7, 

NWCF-funded platforms (blue line) consistently maintained lower PRRV values than MF-

funded platforms (orange line), suggesting a more reliable and timely funding support 

under the NWCF model. 
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Figure 7. PRRV Performance 

 To integrate PRRV into the MODM framework and enable direct comparison with 

performance metrics, normalization was applied. This process converts raw values into a 

unitless scale, allowing for consistent interpretation across different metrics (Han et al., 

2011). Specifically, monthly average PRRV values were normalized using the observed 

maximum and minimum values across the dataset. The following equation was used to 

standardize PRRV values for inclusion in the MODM analysis. 

a. Normalized Value (NV) Formula: 

NV  = Maximum Value−Average Value 
   
  Maximum Value−Minimum Value 

NWCF Funding Availability Normalization: 

𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁 = 568,888.54−208,366.83    = 360,521.71  =  0.6853 
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  568,888.54−42,844.69 526,043.85 

MF Funding Availability Normalization: 

𝑁𝑁𝑁𝑁𝑀𝑀𝑀𝑀     =  568,888.54−386,704.19   =   182,184.35  =  0.3463 
 
  568,888.54−42,844.69 526,043.85 
 

To obtain the overall MOE for each funding method, the performance score and 

normalized PRRV are each weighted equally at 50%: 

b. MOE Calculation: 

𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁 𝑀𝑀𝑀𝑀𝑀𝑀 = (0.2529 + 0.3025 + 0.0666) × 0.5 + 0.6853 × 0.5𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁 𝑀𝑀𝑀𝑀𝑀𝑀

= (0.2529 + 0.3025 + 0.0666) × 0.5 + 0.6853 × 0.5𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁 𝑀𝑀𝑀𝑀𝑀𝑀

= 0.311 (𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃) + 0.3427 (𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹 𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴)

= 0.6537𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁 𝑀𝑀𝑀𝑀𝑀𝑀

= 0.311(𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃) + 0.3427(𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹 𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴) = 0.6537 

 

𝑀𝑀𝑀𝑀 𝑀𝑀𝑀𝑀𝑀𝑀 = (0.227 + 0.326 + 0.0533) × 0.5 + 0.3463 × 0.5𝑀𝑀𝑀𝑀 𝑀𝑀𝑀𝑀𝑀𝑀

= (0.227 + 0.326 + 0.0533) × 0.5 + 0.3463 × 0.5𝑀𝑀𝑀𝑀 𝑀𝑀𝑀𝑀𝑀𝑀

= 0.3032 (𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃) + 0.1732 (𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹 𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴)

= 0.4764𝑀𝑀𝑀𝑀 𝑀𝑀𝑀𝑀𝑀𝑀

= 0.3032(𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃) + 0.1732(𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹 𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴) = 0.4764 

Based on the calculations, the NWCF produced an MOE that is 0.1773 points 

higher than the MF when performance and funding availability are weighted equally. In a 

perfectly funded scenario, a ship would have no pending requisitions, every supply request 

would be fulfilled immediately, resulting in a PRRV of zero. Because the normalization 

formula used in this study favors lower PRRV values (i.e., a lower backlog indicates better 

funding responsiveness), a PRRV of zero yielded a normalized score of 1.0. Accordingly, 

the higher normalized PRRV score observed for NWCF-funded ships reflected greater 

funding availability and more responsive inventory management. On average, NWCF 

platforms demonstrated a 17.73% improvement in normalized PRRV values compared to 
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their MF counterparts (see Table 2), highlighting NWCF’s superior performance in 

meeting operational supply demands. 

C. SENSITIVITY ANALYSIS 

This section evaluates how the overall MOE shifts when the relative weighting of 

performance and funding availability is altered to reflect varying priorities among decision 

makers. Using the established MODM framework, two alternative weighting scenarios are 

analyzed to simulate different strategic emphases: one prioritizing performance, and the 

other emphasizing funding availability. 

1. Scenario A: Emphasis on Performance 

In this scenario, and as reflected in Figure 8, decision makers place greater 

emphasis on operational performance, particularly valuing NE and AE over GE and 

funding availability.  

 
Figure 8. Maximum Overall Effectiveness with Higher Performance Weight 

The modified MOE calculations reflect the updated weighting, where performance 

is weighed at 70%, while funding availability is weighed at 30% is provided below: 

NWCF MOE (Performance-Weighted): 

Maximum 
Overall 

Effectiveness

Performance: 0.7

Gross 
Effectiveness: 0.3

Net Effectiveness: 
0.4

COSAL Allowance 
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𝑀𝑀𝑀𝑀𝑀𝑀 =  �(0.5058 × 0.3) + (0.7562 × 0.4) + (0.6656 × 0.3)�
× 0.7�(0.5058 × 0.3) + (0.7562 × 0.4) + (0.6656 × 0.3)� × 0.7 
+ (0.6853 ×  0.3) 

𝑀𝑀𝑀𝑀𝑀𝑀 =  (0.6539 ×  0.7)  + (0.6853 ×  0.3)  =  0.6633 

MF MOE (Performance-Weighted): 

𝑀𝑀𝑀𝑀𝑀𝑀 =  �(0.454 × 0.3) + (0.815 × 0.4) + (0.533 × 0.3)�
× 0.7�(0.454 × 0.3) + (0.815 × 0.4) + (0.533 × 0.3)� × 0.7 
+  (0.3463 ×  0.3) 

𝑀𝑀𝑀𝑀𝑀𝑀 =  (0.6341 ×  0.7)  + (0.3463 ×  0.3)  =  0.5394 

Under a performance dominant weighting, NWCF outperformed MF by 0.1239, 

representing a relative improvement in overall effectiveness when operational performance 

is prioritized. 

2. Scenario B: Emphasis on Funding Availability 

In this scenario, and as reflected in Figure 9, funding availability is prioritized over 

performance. 

 
Figure 9. Maximum Overall Effectiveness with Higher Funding Availability 

Weight 
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Effectiveness

Performance: 0.3
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The modified MOE calculations reflect a weighting of 70% for funding availability 

and 30% for performance metrics as reflected in Figure 9. The calculations below place 

focus on financial responsiveness and operational readiness through adequate resourcing. 

NWCF MOE (Funding Availability-Weighted): 

𝑀𝑀𝑀𝑀𝑀𝑀 =  [(0.2529 +  0.3025 +  0.0666) ×  0.3] +  (0.6853 ×  0.7) 

𝑀𝑀𝑀𝑀𝑀𝑀 =  (0.622 ×  0.3)  +  (0.6853 ×  0.7)  =  0.6663 

MF MOE (Funding Availability-Weighted): 

𝑀𝑀𝑀𝑀𝑀𝑀 =  [(0.227 +  0.326 +  0.0533) ×  0.3] + (0.3463 ×  0.7) 

𝑀𝑀𝑀𝑀𝑀𝑀 =  (0.6063 ×  0.3)  + (0.3463 ×  0.7)  =  0.4243 

When funding availability is weighted more heavily in the MOE calculation, 

NWCF demonstrated a 0.242-point advantage over MF, reflecting a 24.2% relative 

improvement in funding responsiveness and overall supply support effectiveness (see 

Table 2).  

Across all weighting scenarios evaluated, the NWCF model demonstrated higher 

overall effectiveness scores compared to MF. This trend remained consistent regardless of 

whether the analysis emphasized operational performance, funding responsiveness, or a 

balanced approach. These results suggest that the NWCF model may offer broader utility 

across diverse decision-making priorities without presupposing superiority. 

Table 2 Summarizes the MOE values under each weighting scenario: 

Table 2. MOE Summary 

Weighting Scenario NWCF MOE MF MOE Difference 
Even (50/50) .6537 .4764 +.1773 
Higher Performance .6633 .5394 +.1239 
Higher Funding Availability .6663 .4243 +.2420 
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D. COST OF IMPLEMENTATION 

Implementation costs were assessed across three categories consistent with the 

MODM framework: inventory capitalization, manpower, and system configuration. A 

summary of findings is provided in Table 3. 

1. Inventory Capitalization Cost 

Table 3 displays the estimated implementation costs associated with transitioning 

117 unit-level surface ships to the NWCF. Overall, the analysis found that most transition-

related costs are relatively minimal, with the exception of recurring manpower 

requirements at NAVSUP. 

Table 3. Summary of Cost of Implementation 

Cost Category Data Source Estimated 
Annual Cost 

Notes 

Inventory FIMARs (see Appendix A) $0 Administrative transfer, based on 
FMR process and the assumption that 
TYCOM will not require purchase. 

Manpower FLTMPS and Appendix B $405,840 NAVSUP-WSS was identified as the 
only command requiring manning 
increase of 1 x GS-13 FTE + 5 x GS-
11 FTEs at NAVSUP WSS. 

System 
Configuration 

NAVSUP P-732 and 
NIWC email 
correspondence 

$0 Administrative RSUPPLY 
configuration updates only. 

Inventory capitalization is expected to occur through a non-reimbursable 

administrative transfer from TYCOM to NAVSUP. According to 10 U.S.C. § 2208, “a 

supply management activity may not make credits to an appropriation funded activity for 

capitalized inventories” (Department of Defense, 2023, para. 5.7.1). In practice, this means 

TYCOM relinquishes ownership of the inventory without receiving financial 

compensation, and the inventory is added to NAVSUP’s wholesale account. 

Once capitalized, ships must still use OPTAR funds to requisition these parts from 

NAVSUP, even if they originally procured the same items under the mission-funded 

model. However, FMR Volume 4, Chapter 4 allows an activity to request, as part of its 

formal budget submission to Congress, that the Under Secretary of Defense (Comptroller) 

authorize issues without reimbursement (Department of Defense, 2023). 
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This process aligns with the NWCF’s cost-recovery structure and does not result in 

double payment. Nevertheless, it presents a significant operational consideration for 

TYCOMs, which must ensure that future OPTAR budgets reflect the costs of drawing from 

inventory that was previously transferred. 

System configuration costs were determined to be negligible. Both MF and NWCF 

ships operate on the same RSUPPLY architecture, and NIWC technical experts confirmed 

that only minor administrative updates are required, such as modifying unit supply 

identifier codes and adjusting routing identifier codes. No reinstallation, software 

reconfiguration, or external technical support is anticipated. 

Manpower costs represent the only recurring expense identified in the transition. 

Based on the resources used to analyze shipboard manning, TYCOM, and NAVSUP 

staffing, the study estimates an annual cost of $405,840 to support one GS-13 and five GS-

11 full-time equivalents at NAVSUP WSS. These positions would be responsible for 

managing approximately 1.89-million-line items across the 117 transitioning ships. This 

estimate reflects base pay only and excludes fringe benefits, training, or overhead costs. 

Manning levels aboard ships and at the TYCOM level are not expected to increase, as the 

transfer of inventory ownership to NAVSUP does not introduce a significant change to 

workload requirements for shipboard personnel or TYCOM staff.  

In summary, the cost of implementation analysis reinforces that transitioning unit-

level ships to NWCF is financially feasible and administratively achievable. While the loss 

of inventory ownership without reimbursement may be a concern for TYCOMs, the 

model’s long-term benefits, such as centralized inventory control, improved funding 

transparency, and greater supply responsiveness, justify the modest upfront adjustments.  

E. QUALITATIVE ANALYSIS 

While quantitative metrics assess cost and effectiveness, the success of 

transitioning mission funded ships to NWCF also depends on institutional and operational 

factors. This section examines three critical areas that influence implementation feasibility: 

(1) procedural adaptation and training, (2) policy alignment and cultural integration, and 
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(3) inventory accountability and audit demands. Together, these elements provided insight 

into how the shift to NWCF could be absorbed by the fleet with minimal disruption. 

1. Procedural Adaptation and Training Requirements 

While transitioning unit-level ships to NWCF introduces some procedural and 

training updates, these changes largely build on existing practices already familiar to the 

fleet. Current guidance, such as NAVSUP P-485 and TYCOM instructions, already govern 

NWCF operations for NWCF ships, and TYCOMs routinely manage these standards. 

Expanding the model across additional platforms would involve only minor administrative 

steps, such as the annual inventory plans, would need to be forwarded to PACFLT or 

USFFC via TYCOM, rather than just TYCOM submission as it is currently set for mission 

funded ships. 

Training at Navy Supply Corps School (NSCS) and LS “A” School already 

incorporates NWCF fundamentals. Enhancing this teaching with additional emphasis on 

NAVSUP inventory management, audit trails, and reconciliation practices would represent 

a refinement, not an overhaul, of the current curriculum. Over time, supply policies and 

instructions can be updated to eliminate now-redundant distinctions between force 

(NWCF)- and unit (MF)-level platforms. 

These adjustments are not extraordinary; they reflect the Navy’s standard process 

of adapting policies and training as mission demands evolve. With coordinated messaging 

and stakeholder alignment, including TYCOMs, NAVSUP, OPNAV, logistics enterprise, 

and the fleets, this transition can be integrated into existing governance processes without 

significant disruption. Furthermore, the National Academy of Public Administration 

(2024) advocated the development of specialized NWCF training programs for senior 

leaders and staff. These programs are designed to enhance understanding of the financial 

and operational linkages between the general fund and the NWCF, raise awareness of the 

potential unintended consequences of decision-making, and promote more informed and 

effective leadership (NAPA, 2024). 

Acquisition Research Program 
department of Defense Management 
Naval Postgraduate School 

45



2. Policy Alignment, Procedural Integration, and Cultural Adaptation 

Following the establishment of baseline processes and training requirements, the 

next critical step in transitioning to NWCF is aligning policies and procedures across 

platforms. This integration must be carefully coordinated, with TYCOM leading efforts in 

collaboration with NAVSUP to standardize inventory ownership transfers, afloat stock 

management, and financial reconciliation through RSUPPLY and Navy ERP systems. 

Currently, unit-level ships operate under mission funding, where inventory is 

purchased with OPTAR and owned outright by the ship. In this model, issues and transfers 

MILSTRIPS serve primarily as accountability records, not financial transactions. Under 

the NWCF model, the inventory is NAVSUP-owned, and all issues or transfers must be 

reimbursed through OPTAR at the time of requisition. This shift necessitates clearly 

defined financial procedures to avoid improper accounting and ensure ships are not issuing 

already onboard materiel without funding. 

Cultural dynamics must also be addressed. Afloat supply officers accustomed to 

broader flexibility under mission funding may perceive the NWCF’s customer-provider 

structure as restrictive. For example, if a ship lacks available OPTAR but has the required 

part on hand, that part cannot be issued under NWCF until funding is secured. Under the 

current MF model, supply officers could release such materiel at their discretion, ensuring 

operational continuity even when funding was constrained.  

However, we find it curious that MF ships have a higher PRRV, implying they are 

resource constrained. This could lead one to believe that because they have pre expended 

or pre purchased inventory available to them they should have a correspondingly higher 

level of effectiveness. We likely do not see this effectiveness increase as the MF ship is 

using their current year OPTAR to buy parts that will not be consumed in the present year. 

In contrast, the NWCF ship can devote its entire OPTAR to current year needs.  

To mitigate resistance, transition planning must emphasize deliberate change 

management. “Senior leaders from OPNAV, the program offices, and the NWCF should 

reinforce the importance of breaking down organizational silos and building a culture of 

transparency and trust... Developing trusting, collaborative working relationships depends 
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on sustained commitment from leaders of all involved entities and requires a shift in 

organizational culture” (NAPA, 2024, p. 3). Engagement with TYCOMs, NAVSUP, and 

afloat commands should include clear communication strategies, targeted training (e.g., via 

Afloat Training Group), and structured feedback loops. Ensuring supply officers 

understand and are involved in shaping procedural changes will be critical to fostering buy-

in and ensuring successful adoption. Ultimately, implementation success will depend as 

much on cultural acceptance as on policy alignment. 

3. Transparency and Inventory Accountability 

While the NWCF model enhances enterprise visibility and financial accountability 

(Norell et al., 2019), it also introduces stricter oversight requirements that may limit local 

flexibility. All inventory transactions under NWCF must be fully auditable, price-justified, 

and traceable to NAVSUP ownership and financial systems. This heightened scrutiny 

promotes fiscal discipline but also imposes additional procedural and documentation 

burdens on afloat units. For example, NWCF policy mandates adherence to NAVSUP P-

723 inventory accuracy standards, including a 100% wall-to-wall (W2W) annual inventory 

for controlled materials (Category C) and a 98% accuracy goal for most other inventory 

categories (Categories A and B). 

These requirements represent a notable shift from the mission-funded model, where 

inventory accuracy standards, though governed by similar schedules and thresholds per the 

Supply Afloat 4400.1a instruction, are often applied with greater operational flexibility. 

While the increased accountability benefits enterprise-level auditability, it may present 

challenges for afloat logistics teams that lack the personnel, training, or resources needed 

to meet more stringent NWCF audit and accuracy demands. 

In summary, the qualitative analysis suggests that procedural and training changes 

required by NWCF are incremental and build on existing practices. TYCOMs and training 

institutions already support NWCF operations for force-level ships, and expansion to MF 

platforms would largely follow established frameworks. However, policy shifts, 

particularly the requirement to fund all issues from NAVSUP-owned inventory may limit 

Acquisition Research Program 
department of Defense Management 
Naval Postgraduate School 

47



afloat flexibility and require careful coordination. Clear guidance and fleet engagement 

will be essential. 

F. CONCLUSION 

This chapter presented a structured analysis of the Navy Working Capital Fund and 

Mission Funding structures using a Multi-Objective Decision-Making framework. 

Effectiveness was measured through a combination of performance metrics: gross 

effectiveness, net effectiveness, and COSAL allowance effectiveness; and funding 

availability, represented by pending requisition release value. NWCF consistently 

outperformed MF across all weighting scenarios, with the greatest advantage observed 

when funding availability was prioritized. 

Under equal weighting, NWCF achieved an MOE of 0.6537, compared to 0.4764 

for MF. This represented a 17.73% (see Table 2) increase in overall effectiveness. 

Sensitivity analysis confirmed that NWCF maintained its advantage whether performance 

or funding availability was given greater priority. 

The cost of implementation was found to be minimal. Inventory capitalization 

involves no new procurement expense, and system configuration changes are 

administrative in nature. The only recurring cost identified was an estimated $405,840 in 

annual manpower requirements at NAVSUP to manage the expanded inventory scope. This 

cost structure supports the feasibility of transition from a financial standpoint. 

A qualitative assessment further identified institutional and operational factors that 

could influence transition outcomes, including procedural training, cultural resistance, and 

command-level autonomy. While these do not alter the comparative effectiveness results, 

they highlight areas that may require consideration during any future implementation 

planning. 

The results presented in this chapter established the analytical foundation for the 

next phase of this study. Chapter 5 builds upon these findings by outlining 

recommendations to inform decision-making regarding funding model transitions within 

the Navy’s surface fleet logistics enterprise. 

Acquisition Research Program 
department of Defense Management 
Naval Postgraduate School 

48



V. CONCLUSION AND RECOMMENDATIONS  

Following a comprehensive analysis of MF and NWCF inventory funding methods, 

the final stage of this research consolidates the key findings, interprets their significance, 

and outlines recommended actions. The analysis compared NWCF and MF across 

performance, funding availability, cost, and operational feasibility. By integrating 

quantitative and qualitative findings, the study offered a foundation for actionable 

recommendations, ultimately supporting enhanced logistics management and operational 

readiness across the surface fleet.  

A. SUMMARY  

The primary objective of this research was to assess the financial viability, 

operational effectiveness, and impact of transitioning unit-level ship inventories from MF 

to the NWCF. No initial hypothesis was formed at the outset, allowing the study to maintain 

objectivity throughout data creation, analysis, and evaluation. The research aimed to 

examine each funding model’s effect on supply effectiveness, evaluate the actual cost of 

implementation, and assess the overall feasibility of transition across the fleet.  

The study employed a MODM framework to compare three key performance 

metrics of GE, NE, AE, and PRRV over a 30-month period. Metrics were evaluated in 

relation to the ships’ life cycle phases to ensure consistent and operationally meaningful 

comparisons. Cost and implementation analysis were conducted to estimate inventory 

capitalization requirements, additional manpower needs, and system configuration 

adjustments associated with a transition from MF to NWCF. Qualitative factors such as 

cultural resistance, operational flexibility, and procedural adaptation were assessed to 

identify non-quantitative risks and broader feasibility considerations.  

Through this approach, the study addressed the following research questions:  

1. What is the financial viability, operational effectiveness, and overall 

impact of transitioning inventory funding for unit-level ships in the U.S. 

Navy from mission-based OPTAR funds to NWCF?  
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The analysis found that NWCF has an effectiveness measure that is 17.73% greater 

than MF (Table 2). This could lead to overall effectiveness gains across the fleet for 

relatively low cost of implementation.  

2. What is the impact of unit-level ship inventory capitalization on 

operational readiness?  

The findings showed that transitioning to NWCF is expected to improve fleet 

operational readiness by increasing materiel availability and reducing funding-driven 

delays in requisition processing. Lower PRRV under NWCF ensures faster fulfillment of 

supply requirements, allowing ships to maintain higher inventory levels across all OFRP 

phases.  

3. What is the projected inventory, manpower, and systems cost of 

transitioning unit-level ships from OPTAR to NWCF?  

The projected transition cost is limited to $405,840 annually to support additional 

manpower at NAVSUP WSS, primarily for inventory reconciliation and management. No 

new procurement expenses or major system reconfigurations are required, as the transition 

is expected to rely on administrative realignment of existing inventory and minor 

RSUPPLY updates.  

4. During which OFRP phase should the transition occur to minimize 

operational disruption?  

Based on a ship’s OFRP schedule, the most optimal transition time would be during 

a CNO availability period. This prolonged maintenance phase allows for complete 

inventory accounting and validation, ensuring NAVSUP assumes control over a fully 

verified and accurate inventory. Integrated Logistics Support (ILS) teams can assist during 

this phase, minimizing operational disruption and maximizing transition accuracy.  

5. What qualitative factors are involved regarding the transition of ships from 

MF to NWCF? 

A qualitative assessment identified institutional and operational factors that could 

influence transition outcomes, including procedural training, cultural resistance, and 
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command-level autonomy. While these do not alter the comparative effectiveness results, 

they highlight areas that may require consideration during any future implementation 

planning. 

B. FINDINGS AND CONCLUSIONS  

The research shows that transitioning MF ship inventories to the NWCF offers a 

clear and measurable improvement in operational effectiveness and funding availability. 

Across all weighting scenarios applied within the MODM framework, NWCF consistently 

outperformed MF.  

Specifically, under an even 50/50 weighting of performance metrics and funding 

availability, NWCF achieved a measure of effectiveness of 0.6537, compared to 0.4764 for 

MF, a difference of 0.1773 points, or a 17.73% improvement (see Table 2). Sensitivity 

analysis further validated these results, showing that NWCF maintained its advantage even 

when decision-making priorities were shifted to individually emphasize operational 

performance or funding flexibility.  

To reinforce these findings, Table 4 summarized the MOE outcomes across three 

weighting scenarios evaluated in this study, and Figure 10 displayed a side-by-side 

comparison under each weighting scenario.  

Table 4. Summary of MOE Comparison Between NWCF and MF 

 
As reflected in Figure 10, NWCF consistently outperformed MF regardless of the 

weighting priority, whether decision-makers emphasize operational performance, funding 

availability, or a balanced approach.  
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Figure 10. MOE Comparison Across Different Weighting Scenarios  

The evaluation of funding availability indicated that NWCF ships maintained 

significantly lower unreleased requisition values compared to MF ships, particularly during 

high operational demand phases. This advantage stems from NWCF’s structure as a self-

replenishing, revolving fund that operates independently of annual appropriations, 

allowing for more consistent and responsive inventory support across operational cycles 

(Norell et al., 2019). 

Regarding implementation feasibility, the projected recurring transition cost was 

modest, estimated at $405,840 annually to fund additional NAVSUP manpower 

requirements. Inventory capitalization costs were classified as administrative, requiring no 

new procurement actions, and system configuration updates were assessed as insignificant, 

requiring no additional technical infrastructure investments. These findings, as reflected in 

Table 5 below, demonstrate that the financial viability of transitioning to NWCF is 

favorable, directly answering the study’s primary research question.  
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Table 5. Simplified Summary of NWCF Costs   

Cost Category Estimated Cost 
Inventory Capitalization $ 0 
Manpower (NAVSUP WSS) $405,840  
System Configuration $0 
Total Annual Recurring Costs $405,840 

In addition to the quantitative findings, qualitative assessment reinforced that while 

NWCF offers substantial benefits, leadership must proactively manage cultural resistance, 

ensure thorough training on new procedures, and preserve operational flexibility to 

maintain the effectiveness of mission funded supply organizations during and after 

transition. Institutional acceptance will be a critical determinant of long-term success.  

Overall, the study validated the primary objective outlined at the outset: assessing 

whether transitioning to the NWCF model would offer the Navy a cost-effective means of 

improving operational readiness onboard MF ships, enhancing supply effectiveness, and 

modernizing fleet logistics management. The analysis demonstrated that the NWCF model 

provides a sustainable and operationally advantageous funding structure for the currently 

mission funded surface ships when implemented thoughtfully and phased appropriately.  

C. RECOMMENDED IMPLEMENTATION PLAN  

A phased and deliberate approach is recommended to transition unit-level surface 

ships inventory funding from MF to NWCF structure.  

1. Phase 1: Planning and Policy Development  

 To initiate the transition, NAVSUP WSS, working in coordination with TYCOMs 

through USFFC and PACFLT, should develop a comprehensive transition framework. 

This framework must address inventory transfer procedures, funding mechanisms, audit 

requirements, and necessary system updates. As the principal force providers to the 

Navy’s operational commands, USFFC and PACFLT oversee TYCOMs by establishing, 

maintaining, and certifying readiness standards for ships, aircraft, and personnel. In 

parallel, Navy logistics policy documents such as NAVSUP P-485 and 

COMNAVSURFORINST 4400.1a should be revised to explicitly update procedures and 

best practices for NWCF ship operations. 
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 Early stakeholder engagement will be critical. Briefings with TYCOM leadership, 

the surface force, ship commanding officers, supply officers, and financial managers 

should be conducted to build awareness, secure leadership buy-in and ensure alignment 

across all organizational levels. Additionally, due to the strategic implications of shifting 

inventory ownership from TYCOM to NAVSUP, higher-level stakeholders, including the 

fleet commanders, CNO, Secretary of the Navy, and Congressional oversight committees 

such as the House and Senate Armed Services Committees, should be formally notified 

of the policy change. 

 Another critical factor in transition planning is ensuring ships can procure 

capitalized inventory under NWCF. As requisitions shift to a reimbursement model, 

TYCOM must forecast OPTAR requirements accordingly during annual budget 

submissions or follow FMR Volume 4 procedures to request delayed billing authority. 

Failure to account for these financial demands could result in shortfalls that impact 

operational readiness and resupply capabilities. 

2. Phase 2: Pilot Transition Phase  

A small group of MF ships should be selected based on their upcoming maintenance 

schedules, ideally three to five cruisers or destroyers. Based on a ship’s OFRP cycle, the 

most optimal time to perform the transition is during a CNO availability period, a major 

planned maintenance event during the ship’s maintenance phase. This prolonged phase 

allows for complete inventory accounting and validation, ensuring NAVSUP assumes 

control of a fully verified and accurate inventory. Integrated logistics support organizations 

can assist with ILO during this period to ensure the ship’s logistics systems are fully 

validated and updated to meet mission requirements (COMNAVSURFPACINST 4105.1, 

2013). During pilot transitions, targeted training must also be provided to shipboard supply 

and financial personnel covering NWCF requisition processes, funding management, and 

financial reconciliation procedures.  
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3. Phase 3: Full Transition Rollout  

Following the successful completion and evaluation of the pilot phase, the NWCF 

transition should be expanded by ships going into a CNO availability, and this can take an 

estimated 10–15 years to execute as OFRP phases sometimes are impacted by operational 

requirements. Lessons learned during the pilot phase should be incorporated to refine 

transition procedures, training curricula, and policy guidance before scaling fleet wide.  

4. Phase 4 (Final Phase): Sustainment and Institutionalization   

To ensure permanent adoption, NWCF transition procedures must be codified into 

official Navy logistics doctrine and TYCOM operational policies. Annual effectiveness 

reviews should be conducted to assess operational outcomes between transitioned and non-

transitioned ships, providing data-driven validation of improvements. Additionally, 

sustained investment in change management, including success story dissemination, 

leadership endorsements, and structured feedback loops, will reinforce cultural acceptance 

and ensure long-term success.  

By applying this phased, structured approach anchored around critical maintenance 

periods such as CNO availabilities, the Navy can execute an orderly, efficient, and 

operationally beneficial transition that maximizes the long-term advantages of adopting the 

NWCF model across the surface fleet.  

D. RECOMMENDATIONS FOR FUTURE RESEARCH   

While the results of this study strongly support transitioning MF ships to the NWCF 

structure, it is important to acknowledge that the conclusions were drawn based on the 

available data, which was limited in scope. Therefore, several opportunities exist for future 

research to refine the analysis, expand the data set, and optimize implementation strategies. 

Continued study is necessary to strengthen the analytical foundation, adapt to evolving 

operational dynamics, and ensure the long-term success of a fleet-wide transition.  

Data collection and analysis should be expanded. A longer study timescale of five 

to ten years should be pursued to capture historical trends across multiple fiscal years and 

better account for operational fluctuations. Performance metrics assessed in the MODM 
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framework should be expanded to include repair part allowance effectiveness to provide a 

more targeted measure of repair part readiness, independent of consumables. COSAL 

metric integrity efforts should be improved by implementing data validation techniques 

that identify and prevent artificial inflation of performance metrics.  

Additional funding availability metrics should be incorporated. Specifically, the 

DEF-to-RO report should be leveraged to refine funding assessments beyond PRRV alone, 

particularly for NWCF platforms. Moreover, the fiscal year-end analysis should focus on 

PRRV and DEF-to-RO trends during critical funding periods to better assess model 

performance under end-of-year resource constraints.  

Future thesis research should investigate the feasibility and policy implications of 

allowing appropriated fund (APF)/ MF commands to utilize the Return to Stock (RTS) 

process, rather than mandatory capitalization, when transferring inventory management 

responsibilities from APF activities to NWCF entities. One of the assumptions underlying 

this study was that the TYCOM, as an APF command, would willingly allow NAVSUP to 

capitalize over $2 billion in inventory. However, it is unrealistic to expect a command to 

relinquish ownership of assets only to repurchase them later under a different funding 

model. Current DoD FMR guidance restricts RTS to items that are being capitalized for 

repurchase (Department of Defense, 2023). A future study should examine whether 

implementing a standardized RTS-like mechanism can prevent APF commands from 

effectively paying for the same inventory twice during the transition to NWCF. 

A finding not addressed in the research, but of interest to the authors involves 

COSAL allowance effectiveness. The data for COSAL allowance effectiveness for NWCF 

ships dominated MF ships in nearly every period for 30 months. The root cause for this 

increase in AE was not determined but could suggest that NWCF ships have an innate 

increase in supervisory oversight that provides them naturally with a better COSAL 

product.  

Finally, institutional recommendations are essential for long-term success. CMP 

metric data storage should be expanded from the current two years to a minimum of ten 

years. A phased transition should be piloted by initially selecting a small group of ships, 
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thereby refining transition procedures before scaling fleet wide. Leadership must also 

invest in change management through command-wide communications, targeted training, 

and proactive engagement with key stakeholders to ensure a successful and sustainable 

cultural transition.  

E. CLOSING STATEMENT  

This study provided a data-driven evaluation of transitioning mission funded ship 

inventories to the NWCF structure and builds on previous research through quantitative 

and qualitative analysis. The findings demonstrated that NWCF offers measurable 

improvements in operational readiness, funding responsiveness, and logistical efficiency 

at a manageable cost. The research showed that, when implemented deliberately and 

phased appropriately, NWCF can modernize inventory management practices while 

strengthening the supply posture of the surface fleet.  

Moreover, modernizing how the Navy funds shipboard inventories directly support 

the strategic objectives outlined in the CNO’s NAVPLAN 2022 and NAVPLAN 2024. The 

Navy must ensure supply systems are agile “Through better use of data, improve the 

resilience and responsiveness of the Navy Supply System by improving parts reliability, 

allowancing, time in transit, and wholesale procurement” (CNO 2022, p. 17). Transitioning 

to NWCF aligns with this vision by enhancing supply chain responsiveness and improving 

financial transparency.  

By building on the foundation established in this study through expanded data 

collection, enhanced performance metrics, and deliberate change management, the Navy 

can achieve a more resilient, transparent, and operationally effective logistics enterprise. 
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APPENDIX A. FIMARS REPORT 

 
As of January 2025   
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APPENDIX B. N85 MEMO 

N85B Organic TIRs Team   
   
Good Morning!  My name is Drew Johnson, Supervisor for the Organic TIRs team for 
Inventory Accuracy N85B.  The introduction of 117 additional ships to NWCF would 
require those ships to report their transactions with either Relational Supply (RSupply) or 
Shipboard Configuration and Logistics Program (ShipClip) depending on the ship’s 
mission and function.  Currently, we have 101 ships reporting via RSupply and 40 ships 
reporting via ShipClip.     
   
For Navy ERP understanding, we have transactions from reporting systems called 
Intermediate Documents (IDOCs).  These transactions can be receipts, issues, gains, 
losses, condition code changes, or end of day balances.  For end of day balances, those 
transactions are DZA or DZH.  Once a DZA/DZH IDOC transmits to Navy ERP, Navy 
ERP will do a comparison of the on hand currently in Navy ERP and of the quantity sent 
in from the Reporting System.  If there is a difference between the quantities, Navy ERP 
will generate a movement to plus or minus our inventory to match what was reported 
from the Reporting System.  These movements are either a 909 URB Gain or a 908 URB 
Loss.  These movements allow us to keep us in sync and allow us to see where inventory 
differences have occurred.  Most of my team’s work is regarding the DZA/DZH IDOCs 
and the generation of 909s/908 URBs and navigating Navy ERP to correct these 909s/
908 URBs.     
   
For Organic TIRs, we handle inventory accuracy related requests for our Organic 
Reporting Plants for NWCF, RSupply and ShipClip being two of the reporting systems. 
For my teams dealing with RSupply and ShipClip, the bulk of our workload is managing 
the Annual Reporting BLA to ERP Comparisons, working Unreconciled Balances 
(URBs), and working additional invalid inventory requests.  I have two teams currently, 
one team is working the BLA to ERP Comparison and invalid inventories, and one team 
that is working the URBs that are generated.  This workload requires a lot of research in 
Navy ERP (looking at transactions, NIIN information, Failed IDOCs, etc.) and getting 
support from Afloat/Marine Aviation Logistics Liaison Office (AMALLO) on finding the 
solutions from the Fleet.   
   
For the BLA to ERP Comparisons, we have an annual requirement for RSupply and 
Shipclip reporting plants (all 141 plants) to process the comparisons.  This process 
requires coordination between several parties to get the comparisons scheduled between 
the fleet, our contractor support at AMALLO, and ourselves.  Once the comparisons are 
processed from the fleet to AMALLO who uploads the files into Navy ERP, my team 
will pull the data in Navy ERP to get the comparison data.  Through this comparison data, 
we can find inventory issues between RSupply/ShipClip and Navy ERP.  The inventory 
issues falling into three categories, DZA Failures (Issues with NIINs, COGs, etc.), URBs, 
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and BCRs (Inventory that is showing in ERP that RSupply/ShipClip didn’t report as on 
hand).  Working with AMALLO, we can correct these inventory issues.     
   
For the URB team, they work the URBs generated from RSupply and ShipClip reporting 
plants.  A URB indicating there was an inventory quantity difference between what the 
plants reported as on hand and what Navy ERP reported as on hand.  As of Feb 2025, for 
the 141 RSupply/ShipClip reporting plants, we have 9,323 URBs that have not been 
cleared for a dollar value of $60,699,597.29.  Through the clearing of URBs, we can 
correct inventory issues, see trends where there may be errors in RSupply/ShipClip or 
Navy ERP, or see where other issues generated the URB.     
   
Currently, I have 5 employees on the BLA to ERP Comparison team and 6 employees 
working for the URB team.  In my assumption, our workload would essentially be 
doubled if we would add an additional 117 ships to NWCF.  The assumption then being 
that would require more coordination for the additional ships added to the comparison 
workload and the additional URBs (assuming 18,000 URBs for $120 million).  With this 
assumption, I would need an additional 6 FTEs to help handle the BLA to ERP 
Comparison, the invalid inventories, and the URBs generated from the two systems.     
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APPENDIX C. FLTMPS LS MANNING DATA 

As of January 2025   
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