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What is it and why?
• 10 USC 2466 is a statute that mandates a 50% ceiling, 

measured in dollars, on the amount of depot maintenance 
workload that may be performed by contract for a military 
department or Defense Agency during a fiscal year.

• 1980s was the 80-20 rule, later became 60-40 in the late-80s 
and 1990s, and in late 90s changed again to 50-50. 

• The original contract ceiling was set at 40% by the FY 1993 
National Defense Authorization Act (NDAA). The statute was 
subsequently revised by the FY 1998 NDAA to set the 
contract ceiling at 50%. 

http://uscode.house.gov/view.xhtml?req=(title:10%20section:2466%20edition:prelim)%20OR%20(granuleid:USC-prelim-title10-section2466)&f=treesort&edition=prelim&num=0&jumpTo=true


What is it and why?
• The original statute also provided for waivers to be issued at the military 

department level. In both FYs 2000/2001, The Air Force breached the 
50% contract ceiling, and the Secretary of the Air Force waived the 
statutory requirement. Subsequently, the FY 2002 NDAA revised the 
statute to limit waiver authority to the Secretary of Defense. 

• The Air Force FY 2000/2001 breaches are the only times the statutory 
contract ceiling has been exceeded.

• Waiver of Limitation - SECDEF may waive the limitation, for a fiscal 
year, if-
– (1) the Secretary determines that the waiver is necessary for reasons of national 

security; and
– (2) the Secretary submits to Congress a notification of the waiver together with the 

reasons for the waiver.



What is it and why?
• Since the 50% contract ceiling requirement applies to military 

departments rather than Services, for purposes of 
determining compliance with this statute, Marine Corps data 
is included within the Department of the Navy's data.

• However, since the reporting requirement applies to the 
armed services, Marine Corps data is also reported 
separately from Navy data. 



What is it and why?
• The Secretary of Defense is required to submit an annual 

report to Congress detailing depot maintenance expenditures 
in the public and private sectors for each of the armed forces 
(excluding the Coast Guard) and Defense Agencies. 

• The report, which is due within 90 days of submission of the 
President's budget, addresses actual expenditures for the 
previous year and projected expenditures for the current year 
and one out year. 



Complex processes increase demand for integration

What is Depot Maintenance?



What is Depot Maintenance?
• The annual report must also separately identify expenditures 

covered by 10 USC 2474. That statute provides that funds 
expended for performance of contract depot maintenance 
workload at an organic Center of Industrial Technical 
Excellence pursuant to a public-private partnership are not to 
be included in the calculation of compliance with the 
percentage limitation. In practice, these “excluded” funds, 
although expended for contract work, are not included in the 
numerator when calculating the percentage of funds that a 
military department or defense agency has expended (or is 
projected to expend) on contract depot maintenance. NOTE: 
10 USC 4544 contains a similar exclusion for depot 
maintenance workload performed at an Army industrial 

        

http://uscode.house.gov/view.xhtml?req=(title:10%20section:2474%20edition:prelim)%20OR%20(granuleid:USC-prelim-title10-section2474)&f=treesort&edition=prelim&num=0&jumpTo=true
http://uscode.house.gov/view.xhtml?req=(title:10%20section:4544%20edition:prelim)%20OR%20(granuleid:USC-prelim-title10-section4544)&f=treesort&edition=prelim&num=0&jumpTo=true


What is it and why?
• The Secretary of Defense may waive the 50% contract 

ceiling requirement for a military department or Defense 
Agency, providing the Secretary determines the waiver is 
necessary for reasons of national defense and notifies 
Congress of the waiver and the reasons for it. 

• This statute is commonly referred to as the"50-50" statute, 
but that is somewhat of a misnomer, since any distribution of 
contract/organic depot maintenance workload is acceptable 
as long as non-excluded contract workload does not exceed 
50% of the total. For example, a distribution of 75% organic 
and 25% non-excluded contract for a military department 
would be in compliance with the statute. 



What is the necessity for Core Logistics 
Capabilities?

• It is essential for the national defense that the Department of 
Defense maintain a core logistics capability that is 
Government-owned and Government-operated (including 
Government personnel and Government-owned and 
Government-operated equipment and facilities) to ensure a 
ready and controlled source of technical competence and 
resources necessary to ensure effective and timely 
response to a mobilization, national defense contingency 
situations, and other emergency requirements.



What is the necessity for Core Logistics 
Capabilities?

• The Secretary of Defense shall identify the core logistics 
capabilities … and the workload required to maintain those 
capabilities.

• The core logistics capabilities … shall include those 
capabilities that are necessary to maintain and repair the 
weapon systems and other military equipment (including 
mission-essential weapon systems or materiel not later than 
four years after achieving initial operational capability, 



What is the necessity for Core Logistics 
Capabilities?

• Cont. … but excluding systems and equipment under special 
access programs, nuclear aircraft carriers, and commercial 
items described in paragraph (5)) that are identified by the 
Secretary, in consultation with the Chairman of the Joint 
Chiefs of Staff, as necessary to enable the armed forces to 
fulfill the strategic and contingency plans prepared by the 
Chairman of the Joint Chiefs of Staff under section 153(a) of 
this title.



Differences between Core and 50/50
• Although 10 USC 2466 is commonly associated with the core 

logistics statute (10 USC 2464), there are some significant 
differences: 
– The core requirement is levied on the Secretary of Defense, while the 

50-50 requirement is levied on the individual military departments and 
Defense Agencies. 

– Core is commonly measured in direct labor hours (DLH), while 
compliance with 50-50 is measured in dollars. 

– The calculation of core is deterministic, in that it is driven by certain 
real-world factors stipulated in the DoD Core Methodology. 50-50, on 
the other hand, establishes an arbitrary contract ceiling. 

http://uscode.house.gov/view.xhtml?req=(title:10%20section:2464%20edition:prelim)%20OR%20(granuleid:USC-prelim-title10-section2464)&f=treesort&edition=prelim&num=0&jumpTo=true
http://www.dtic.mil/whs/directives/corres/pdf/415120p.pdf


Differences between Core and 50/50
– Core is determined on a weapon system/item basis, based on 

whether or not the item is "tasked" in a Joint Chiefs of Staff 
contingency scenario. 50-50, on the other hand, is calculated at the 
military department/Defense Agency level. Which weapon 
systems are repaired in which sector (public or private) is not 
necessarily a consideration for 50-50, as long as the contract ceiling 
is not breached. 

– However, weapon systems that are primarily depot-maintained via 
contract may potentially need to be "compensated" for by organic 
workload of other weapon systems to prevent a contract ceiling 
breach. 



Differences between Core and 50/50
– While core capability requirements are driven by individual weapon 

system characteristics, which provides some level of certainty in core 
capability planning for individual programs, 50-50 compliance is 
managed at the military department level, and its applicability to 
individual programs may not be as easily discernable, thus potentially 
introducing a higher level of uncertainty for individual programs in 50-
50 compliance planning. Circumstances entirely outside a program 
manager’s control may drive organic depot maintenance assignment, 
even when the weapon system does not require core capability, and 
the business case analysis has led to establishment of contract depot 
maintenance. For such weapon systems, at any point in time, it might 
become necessary to arbitrarily reassign contract depot workload to 
an organic source in order to ensure 50-50 compliance. 



Differences between Core and 50/50
– Core workload performed organically contributes to 50-50 

compliance, but, in and of itself, does not necessarily ensure 50-50 
compliance. Additional “non-core” workload may need to be assigned 
to organic sources to ensure that the contract ceiling is not breached.



Also Applicable to:
Distribution Depots
Transportation Hubs
Base Support Facilities

Depot Maintenance Partnering



Depot Maintenance reporting
• The annual report must also separately identify expenditures 

covered by 10 USC 2474. 

• That statute provides that funds expended for performance of 
contract depot maintenance workload at an organic Center 
of Industrial Technical Excellence pursuant to a public-
private partnership are not to be included in the calculation of 
compliance with the percentage limitation. 

http://uscode.house.gov/view.xhtml?req=(title:10%20section:2474%20edition:prelim)%20OR%20(granuleid:USC-prelim-title10-section2474)&f=treesort&edition=prelim&num=0&jumpTo=true


Centers of Industrial and Technical Excellence

• The Secretary concerned, or the Secretary of Defense in the 
case of a Defense Agency, shall designate each depot-level 
activity or military arsenal facility of the military departments 
and, 

• The Defense Agencies (other than facilities approved for 
closure or major realignment under the Defense Base 
Closure and Realignment Act of 1990 (part A of title XXIX of 
Public Law 101–510; 10 U.S.C. 2687 note)) as a Center of 
Industrial and Technical Excellence in the recognized core 
competencies of the designee

http://thomas.loc.gov/cgi-bin/bdquery/L?d101:./list/bd/d101pl.lst:510(Public_Laws)
https://www.law.cornell.edu/uscode/text/10/2687


Depot Maintenance reporting
• In practice, these “excluded” funds, although expended for 

contract work, are not included in the numerator when 
calculating the percentage of funds that a military department 
or defense agency has expended (or is projected to expend) 
on contract depot maintenance.

• NOTE: 10 USC 4544 contains a similar exclusion for depot 
maintenance workload performed at an Army industrial 
facility by non-Federal government personnel pursuant to a 
cooperative arrangement entered into under the provisions of 
that statute. 

http://uscode.house.gov/view.xhtml?req=(title:10%20section:4544%20edition:prelim)%20OR%20(granuleid:USC-prelim-title10-section4544)&f=treesort&edition=prelim&num=0&jumpTo=true






(A) For employees of the Center, private industry, or other entities outside the 
Department of Defense to perform (under contract, subcontract, or otherwise) 
work related to the core competencies of the Center, including any depot-
level maintenance and repair work that involves one or more core competencies 
of the Center.

(B) For private industry or other entities outside the Department of Defense to 
use, for any period of time determined to be consistent with the needs of the 
Department of Defense, any facilities or equipment of the Center that are not 
fully utilized for a military department’s own production or maintenance 
requirements.

Public-Private Partnerships



Centers of Industrial and Technical Excellence 
(CITE)

• The CITEs allow depots to:
– Leverage contractors’/OEMs’ tech data, 

expertise, and/or facilities, as well as 
relationship-building for future organic workload

– Maintain/improve organic maintenance expertise

– Develop PPP and have work performed that 
does not count against the 50/50 calculations.  
Any dollars performed in a PPP are excluded

f)Exclusion of Certain 
Expenditures From 
Percentage 
Limitation.— Amounts 
expended for the 
performance of a depot-level 
maintenance and repair 
workload by non-Federal 
Government personnel at a 
Center of Industrial and 
Technical Excellence under 
any contract shall not be 
counted for purposes of 
applying the percentage 
limitation in section 2466(a) 
of this title if the personnel 
are provided by private 
industry or other entities 
outside the Department of 
Defense pursuant to a 
public-private partnership.

https://www.law.cornell.edu/uscode/text/10/lii:usc:t:10:s:2466:a


Desired End-State:

Dramatic increase in depot maintenance public-private partnerships, resulting in:

• Greater private sector investment in facilities and equipment

• Increased facility utilization

• Reduced cost of ownership

• Workforce integration

• Improved business processes

• Improved customer support

Depot Maintenance Partnerships



Maintenance Roles in Supply Chain

Maintenance and repair activities play two major roles in the DoD supply 
chain: 

• They are the major customers of supply chain inventory. 

• They are the major source for replenishing the reparable
item  inventory.



Planning/Programming
– How integrated

Scheduling
– How current
– How often updated

Induction/Execution
– When to repair
– How much

Repair Cycle Time (RCT)
– Retrograde (Return) Time
– Repair Turnaround Time (RTAT)

Inventory Investment
$4.5B total
$50M per day

Determines

Item Availability
Repair Cost/

Efficiency

Impacts Supply Chain Response to the 
Warfighter

Repair of Depot Reparable Items
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