THE DEPARTMENT OF DEFENSE BUDGET

The Department of Defense budget requests $421.1
billionin budget authority* and $426.3 billionin outlays
for Fiscal Year 2006. The budget authority isanincrease
of 4.8 percent over FY 2005, and acumulativeincrease
of nearly 32 percent over the FY 2001 (pre-9/11) en-
acted amount.®

DoD isresponsblefor ensuring, by timely and effec-
tive military action, the security of the United States, its
possessionsand areasvita toitsinterest and for advanc-
ing the national policiesand interests. The DoD budget
requeststheresourcesand authori zation necessary for ac-
complishingitsmission and supporting the President’ sgod
of protecting America

Asthe President’slead agency onthe budget, the Of -
fice of Management and Budget defineshisgoa interms
of the current Globa War on Terrorism and transforming
to beready for future wars. In OMB’swords, the goal
involves

» Leadingthe Globa War on Terror by elimi-
nating sanctuariesfor terrorism, capturing or
killing al-Qaida’'smost senior leadersand al-
Qaidaassociated individuals.

»  Supporting democratic el ectionsin Afghani-
stan and Iraq.

» Enablingfield commandersiniraqtofundre-
construction projectsquickly.

» Transforming theway warsarefought, with

both new organi zationd strategiesand wegpon
systemsand equi pment:

o Executing new strategiestoimprovethe
way the Army and Navy deploy their
forces,

o Movingtroopsfromtheir Cold War foot-
ing to new strategic locations and
approachesthrough the Global Posture
Initistive; and

o Pursuing anaggressive strategy of “spi-
ral” development to ensure that new
technol ogies are deployed sooner.®

The DoD budget supportsthe President’spledgeto
win the Global War on Terrorism and to transform the
armedforces. At the DoD FY 2006 Budget Briefing on
7 February 2005, Secretary of Defense Donald H.
Rumsfeld stated,

Theattackson September 11th, and thecampaigns
inAfghanistan and Iraq provided impetusto the
department’seffortsto transform our military into
amoreagile, lethd and expeditionary force. . . . It
isn't thesize of theforcethat waswrong, it'sthe
shape of theforceand the capability of theforce.
All branchesof thearmed serviceshavebeenre-
structuring to deploy more combat power with
increased speed, |ethality, agility and precision....
[A]sanation at war, an overriding priority must

4 U.S. Department of Defense News Release, No. 129-05, February 7, 2005, Subject: Fiscal 2006 Department of Defense Budget is
Released, states that the Department of Defense requests $419.3 billion in discretionary budget authority. The Budget of the U.S,,
Historical Tables, Table 5.1 Budget Authority displaystherequest as $421.1 hillion. This document usesthe $421.1 billion figure.

5 The President’s Budget presents the administration’s request for funds; what is enacted will differ. And, what is enacted initially
may change with supplemental and recessions in subsequent acts. All dollar amountsin this analysis are from the Budget of U.S.

for FY2006, unless otherwise identified.

6 Budget of the United States Government, Office of Management and Budget, Department of Defense, http://www.whitehouse.gov/

omb/budget/fy2006/defense.html.
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be to ensure that commanders have the troops
and the equi pment that they need to prevail inthe
globa struggleagaingt extremigts.’

The Secretary essentially restated the President’sna-
tional security goa—to prevail inthe GWOT and, at the
sametime, to transform the military servicesto generate
morerelevant combat power to meet theemerging threats
of the 21st century.

Tofulfill the Presdent’sgoal, the Secretary hasestab-
lished prioritiesfor the Defense Department and for the
department’sFY 2006 budget:®

»  Support the Globa War on Terrorism;

* RestructureU.S. forces,

* Managedemandontheforce;

* RestructureAmerica sgloba defense posture;

* Devedopandfiddjoint military capabilities, and
» Takecareof our forces.

The DaD budget presents programs, initiativesand
actionsand requests fundsto support the priorities. The
DoD budget requests “sizable sums’ (the Secretary’s
words) from the American taxpayers. The DoD budget
authority (BA) proposal of $421.1 billionfor FY 2006is
more than 16 percent of the total U.S. budget and 46
percent of all discretionary fundsfor the entirefederal
government.

Comparing the FY 2006 outlay estimateto FY 1990
(thefinal fiscal year of the Cold War) provides another
perspective on the“ sizeable sum.” The FY 2006 outlay
estimate, $426.3 billion equatesto 17.2 percent of all
federal spending, down from 23 percent in FY 1990; it
equatesto 3.3 percent of the Gross Domestic Product,
downfrom5percent in FY 1990. Comparisonsto the
total federal budget and the GDP providerelativein-
sightson trends but no insightsinto whether theamount
istoo little, too much or about right for accomplishing
themission.

The primary questionin reviewing any plan or bud-
get must be, “Is this what we need to accomplish the

mission?’ TheDoD Budget for FY 2006 will enablethe
department to accomplish much of itsmission, but the
budget does not include fundsfor conducting the war-
fighting operations—thosefundswill beinasupplemental
budget request.

Congressional rulesfor submitting abudget require
the departmentsto submit funding proposalsfor specific
programs, activitiesand operations, but not for uncertain
“current operations’ inafutureyear. Thedepartmentsmay
request fundsfor current operationswhen the scope of
the operationsisbetter known and allowsfor amore de-
finitivebudget proposd . Thisrequest after the President’s
Budget submissoniscaled asupplementa budget request.

Supplementa funding makescomparisonsacrossfis-
cal yearsdifficult because BA and spending outlay data
for prior and current yearsincludes supplementa funds,
but future-year budget proposal s do not. Supplemental
funding can bevery substantia, asisthe casefor thewars
inAfghanistan and Irag. For example, Congress passed
and the President signed supplemental billsinto law for
support of U.S. military actionsin Afghanistanand Iraq
and for reconstruction of those countries. Asenacted, the
supplemental billsfor FY 2003, FY 2004 and FY 2005
provided $79 billion (April 2003), $87.5 billion (Novem-
ber 2003) and $25 billion (August 2004). Additionally, a
second supplemental for FY 2005 requested $82 billion
(February 2005), whichincludes$75 billion for Defense.
Thissecond supplemental request isunder consideration
by Congress.

In return for so much money from the American tax-
payers, DoD hasaduty to act asaresponsible steward of
their trust.

NATIONAL DEFENSE BUDGET -THE TOPLINE

Thefederd government usesaunified or consolidated
budget concept asthefoundation for itsbudgetary analy-
gsand presentation. Thisincludesafunctiond classfication
structure containing 18 broad areas. Classifying budget
authority and outlaysdatainto functions occursaccording
totheprimary purpose of theactivity and without regard
to distinctionswithin the departments or agencies. The

7 Defense Department Fiscal Year 2006 Budget Briefing, 7 February 2005, available online at http://www.defenselink.mil/transcripts/

2005/tr20050207-2103.html.

8 DoD Budget Summary, 7 February 2005, available online at http://www.defenselink.mil/comptroller/defbudget/fy2006/.
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functionsprovideacoherent and comprehensivebasisfor
andyzingthenationa budget.

Nationa Defense, designated as050, isone of the 18
functiona aress. Itincludesthree subfunctions:

* 051 Department of Defense-Military;
» (053Atomicenergy defenseactivities,
» 054 Defense-related activities.

A discussion of thetop linefor defenserefersto bud-
get authority and outlaysfor Nationa Defense. Obvioudy,
not all National Defensedollarsareinthe DoD budget,
but al DoD dollarsarein subfunction 051 Department of
Defense-Military. The DoD budget constitutesthe pre-
ponderance of the Defensefunctional classfication. Table
10 providesasnapshot of National Defenseand itsthree
subfunctionsfrom the FY 2006 budget.

Table 10 presentsprior-year actud dollarsfor FY 2003
and FY 2004, the enacted amountsfor FY 2005, and the
President’sBudget request for FY s2006-10. The BA for
FY 2006is$441.8 billion, upfrom FY 2005, but the FY
2005 estimate does not include the pending supplemental
request for an additional $75 billion. None of the BA pro-
posalsfor FY 2006 to FY 2010includecurrent operations
dollars, and thefiveyearsdisplay asteady increase. The
Outlaysfor FY 2006 are $447.4, down by $18.5 billion,

or 4 percent. Similar to BA, none of the Outlay estimates
for FY 2006 to FY 2010 include current operationsdol -
lars, and thefiveyearsdisplay asteady increase.

Prior tothe 9/11 attacks, the BA for the DoD-miilitary
subfunctionwas$319.4 hillionin FY 2001—$102 bil-
lion, or 32 percent, lessthanin FY 2006. The 32 percent
increasedoesnot includean amount equivdent tothelarge
supplemental funding for current operationsin FY 2004
or pending for FY 2005. The 32 percent dollar increaseis
not matched by personnel growth (i.e., thesize of thede-
partment, intermsof numbersof membersand employees,
remainsrelatively constant). The 32 percent increase does
includepay raisesand inflation, new programsand growth
Inexisting programs.

BUDGET PERSPECTIVES

DoD tracesitsrootsto the War Department, estab-
lished in 1789. The department includes more than three
million active, Guard and Reserve servicemembersand
civilian employees, and two millionretireesand families
receiving benefits. The department operatesfrom 6,000
locations, using more than 600,000 buildingsand struc-
turesand morethan 30 million acresof land. DoD hasa
presencein 146 nationswith nearly 500,000 personnel
overseasor &l oat. The department’ srevenue-equiva ent—
budget authority—ismorethan $400 billion annually.

N 7

National Defense Functional Category
{Current § billions " )

| Fvos | Fyos | Fyos | Fyos | Fyo? | Fyoe | Fyos | Fy1o
Budget Authority®
Dapartment ol Dalanse—Military 4374 4.71.0 402.0 4211 445.0 464 .4 484.0 484 2
Atamic Energy Defanse Activiies 18.4 16.8 18.0 17.5 7.1 16.1 16,3 16.1
Defense-related Activities 1.8 2.8 3.8 3.2 3.3 3.4 3.5 3.8
Total Budget Authority, Defense 456.2 430.6 423,86 441.8 465.4 483.9 503.8 513.9
ﬂutlaysz
Department of Dafansa—Military 387.3 43B8.5 44349 4268.3 428.0 4455 468 1 4851
Atamic Ener-g@.I Defansse Activibes 16.0 16,8 18.7 18.0 17.8 16.2 16,2 16.1
Defense-related Activities 1.6 2.8 3.3 3.1 3.3 3.3 3.4 3.5
Total Outlays, Defense 404.9 | 4559 | 4859 | 4474 | 4489 | 4660 | 4877 | 5047
' Mumbars may nof add dua ta rounding
“F¥03 and FY04 are actual dollars, FY(05 are enacted dellars, FY0E and beyond are estimatas
Soupe: Budoed of the LS, Governmant, Histodcal Tables, Tabie 1.7 Outleys and 5 7 Budge! duthartdy
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DoD conductswarfighting, peacekeeping, evacuation
and homeland security missions; trainsrigorously to be
ready, relevant and agilewhen caled upon; and researches,
developsand acquiresthe capabilitiesto giveit thedeci-
sive edge over all enemies, present and future. The
department recruits, trainsand providesfor thewel l-being
of itsmembersand their families. All of thismakesDoD
not only the oldest but a so thelargest and busiest organi-
zational entity inthe United States.

The department’ smilitary servicesand DoD agencies
are organized to accomplish themission effectively and
efficiently. DoD and subordinate organi zations conduct a
vast array of functions. The DoD budget isorganizedinto
subordinate budgets for the military services and the
Defensawide agencies, and thebudgetsare organi zed func-
tionally based on the congressiona consolidated budget
concept withitsfunctionsand subfunctions.

Thissection presentssummary-level BA information
from both perspectives: by Defense componentsand by
functions. Thedollar and percentage datafor each of the
two perspectivesisat tables 11-15. Thetablesbegin with
FY 1985 dataand include other fiscal yearsat five-year
intervals, uptothe President’sFY 2006 Budget. Thispro-
vides a baseline that includes the peak years of the
mid-1980s, thelast fiscal year of the Cold War, the peace
dividends of the 1990s, and the present. All but one of

thesefivetablesdisplay current or “thenyear” dollars, as
enacted or spent; table 14 displays constant dollarsthat
include adjustment to current-year dollarsfor subsequent
pay raises, inflation and other price growth.

DoD Budget Authority by Title

The DoD budget titles are groupings of appropria-
tionsfrom acrossthe military departmentsand Defense
agenciesby functiond categories, e.g., Military Personnel
(MILPERS), whichincludesall military pay appropria-
tionsfor al activeand reserve servicemembers. The DoD
Budget for FY 2006includesdollarsby titlesfor FY 2004
outlays, for FY 2005 enacted amountsand for FY 2006
proposal amounts.

Table 11 includesthe FY 2006 budget dataplussimi-
lar datafrom the peak yearsin the mid-1980s, FY 1990
(thelast fiscal year of the Cold War), and the budget re-
duction years of the 1990s. These data add long-term
trendinsghts.

The Operation and Maintenance (O& M) and Mili-
tary Personndl titlesare consistently thelargest snce FY
1995, and bothtitlesareincreasing from FY 2005to FY
2006. The Procurement and Research, Development, Test
and Evduation (RDT&E) titlesareessentialy congtant be-
tweenFY 2005 and FY 2006; together they areonly dightly
larger than O&M for thesefiscal years.

N 7

Department of Defense Budget Authority by Title
{Current § hillions" )

FYas5 FY30 FYa95 FYQD FYid FYDS FY0B"
Military Personnel g7.8 78.9 7.6 73.8 116.1 105.5 111.3
Operation and Maintanance 7.8 da.4 H3.7 108.7 189 8 138.4 148 4
Fracuremeant g5 8 21.4 436 25,0 531 78,3 f8.0
ROTA&E’ 31.3 36.5 34.5 38.7 84.6 68.8 §9.4
Military Construction 9.9 =1 2.4 =1 6.1 .1 7.8
Family Housing 28 3.1 34 3.5 38 4.1 4.3
Revalving, Management & Trust Funds 4.7 (0.4) 34 3.6 7.5 0.8 1.8
Total Budget Authority, DoD* 286.8 293.0 255.6 290.4 471.0 402.0 4211
" Nurnbers may not add due o rounding.
* Datla not avadable beyond FY0G
1 Fagearch, Developmeant, Test and Evaluation.
* FYB5-04 actual dollars, FY05 enacted dollars, FY08 estimals
Saurpe: Bodoed of the U8, Governmant, Misdodcal Tabdes, Tabie 5.7
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Animportant point to remember isthat the FY 2005
fundsincludetheinitia $25 billion supplemental for the
war operationsbut not thelarge supplemental similar to
FY 2004.

Thetotal dollarsalonefor FY 1990 and FY 2000 do
not adequately convey thesizeof thereductionin Defense
spendinginthat decade. However, areview of thedollars
by title shedslight on the reductions. For example, Mili-
tary Personnel dollarsare down dightly duetothelarge
reductionsin endstrength but offset by pay raisesover the
10years. The Operation and Maintenancetitlegrowsby
23 percent, reflecting the emphasison thereadiness of the
forces, pluscivilian pay raises. The Procurement titledrops
by morethan 32 percent, reflecting thereductionin Pro-
curement associated with the decision to “skip a
generation.” The Procurement and RDT& E oscillations
over the 20 yearsarevery interesting.

Between FY 2000 and FY 2006, thetotal DoD bud-
getisup by 45 percent. Thegreatest increaseis 79 percent
inRDT&E, whichreflectstheimportanceof exploring tech-
nologiesfor new transformationa capabilities. Ultimately,
the older equipment must be repl aced because of obso-
lescence, excessvecost to maintainit, or smply equipment
failureat theend of auseful life. A mgjor challengeisse-
lecting and acquiring the material systemsthat will enable
thetransformation of America smilitary forces.

DoD Budget Authority Percentageby Title

The Military Personnel and Operation and Mainte-
nancetitlestogether account for 61 percent of the DoD

budget for FY 2006. The RDT& E investment titlesac-
count for 36 percent. Between FY 2005 and FY 2006,
theMilitary Personnel and O& M titlestogether increase
by 1 percent, and the Procurement and RDT& E titlesto-
gether decrease by 1.5 percent.

Animportant observation isthat the FY 2005 funds
includetheinitia $25 billion supplementa for thewar op-
erationsbut not the pending large supplemental similar to
FY 2004. Seetable 12 for percentagesby title of thean-
nual total budget authority.

InFY 1990, the Military Personnel and O& M titles
accounted for 57 percent, and the Procurement and
RDT&E titles accounted for 40 percent. In FY 1985,
Military Personnel and O& M were 45 percent, and Pro-
curement and RDT& E were51 percent. Since FY 1985,
there has been aprogressive shift away from theinvest-
ment accounts, theFY 2006 Procurement titleis 15 percent
lessthanin FY 1985.

Theshiftismoresgnificantinlight of thefact that be-
tween FY 1990 and FY 2000 DoD military and civilian
personne endstrengthswerereduced Sgnificantly and have
remanedfairly congtant since. Thepay for themilitary and
most of thecivilianlabor forceisintheMilitary Personnel
and O& M titles, and yet thesetitlescontinuetoriseasa
percent of the budget.

DoD Budget Authority by Serviceand Defensewide
—Current Dollars

Themilitary serviceand Defensewideactivitiespre-
paretheir own budgetsusing thefunctiond areasdiscussed

N 7

Title Percentages of Department of Defense Budget Authority

FYB35 FYS0 F¥85 FYDO Fyid FY¥05 FYy0g*

Military Parsonnal 23.6% 26.9% 28.0% 25.4% 24 6% 26.2% 26.4%
Operation and Maintanance 27 1% 30.2% A6 7% 37 4% 40 3% 34 4% 35,2%
Pracurement 33.8% 27.8% 17.1% 18.9% 17.6% 19.5% 18.5%
ROT&E" 10.8% 12.5% 13.5% 13.3% 13.7% 17.1% 16.5%
Military Construction 1.8% 1.7% 2.1% 1.8% 1.3% 1.5% 1.8%
Family Hnu*_:.ing 1.0% 1.1% 1.3% 1.2% 0.8% 1.0% 1.0%
Fevoking, Management & Trust Funds 1.6% -0, 1% 1.3% 1.8% 1.6% 0.2% 0.5%
Total 100.0%( 10000%) 100.0% 100005 100.0%) 100.0%| 100.0%
* Ressarch, Developmeant, Tesl and Evaluabon

Soaume: Budgeld af the U5, Governmenf, FY 2006, Ristodcal Tables, Tebie 5.7
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above. Thissubsection consolidatesthefunctional areas
dataintototalsfor themilitary serviceand asinglelinefor
al Defensawideorganizations.

Thissubsection and table 13 providethe BA for the
military servicesand Defensewidein current-year dollars.
Thecurrent-year dollarsarethe actual amounts spent, en-
acted or proposed. The next subsection and table 14
providethe BA datain constant dollars. The constant dol-
lar reflectsthe adjustment of earlier current dollarsfor
variouspriceincreasesto acommon baseyear cons stent
withthe President’ sBudget.

Table 14 includesthe FY 2006 budget dataplussimi-
lar data from the peak yearsin the mid-1980s, the last
fiscal year of the Cold War (FY 1990), and the budget
reduction yearsinthe 1990s. The 20-year trend dataand
the constant-dollarstableadd interestinginsights.

Inthe current budget submission, between FY 2004
and FY 2006 the Army budget decreasesby 36 percent.
However, FY 2004 doesinclude most of the $87.5 billion
supplementa for the Globa War onTerrorism. InFY 2005
alarge part of the Army continuesto be deployed, con-
ducting wartime operationsand using equipment and other
meateriel a leve sfar above peacetimeoperations. TheArmy
requires supplemental funding in FY 2005 at about the
samelevd asinFY 2004 for the continuing current opera:
tions. Thisleadsto an assumption that agreat deal of the
proposed FY 2005 supplemental will gototheArmy, and
theArmy will dearly need supplementa fundingin FY 2006
if thewar continuesat about the samelevd of effort.

Thefunding for theother two serviceand Defensewide
activitiesremainrather consistent over thethreefiscd years
inthe FY 2006 budget.

The 20-year comparison demonstratessimilar fund-
ing patternsamong the services. However, thefunding for
the Defensaewide activitiesdemongiratescontinua growth.
Thegrowthin Defensewidedollars, inlargepart, reflects
program consolidationsand transfersfrom the servicesto
the Defensewide organizations. For example, inthe 1990s,
supply functionsmoved to the Defense L ogisticsAgency,
health carefundingmovedto DoD, and theBalisticMis-
sile Defense Organi zation was established.

DoD Budget Authority by Serviceand Defensewide
—Constant Dollars

This subsection and table 14 present the BA for the
military servicesand Defensewide activitiesin constant
dollars. The prior subsection and table 13 providethe BA
datain current-year dollars. The constant dollar table con-
vertsthe prior, current amountsto acommon base year
equal tothe President’sBudget proposdl, i.e., adjustsfor
variouspriceincreases.

The use of constant dollarsintable 14 demonstrates
therea reductionin buying power over time. For example,
between FY 1985 and FY 2000, Army buying power fell
by 36 percent; between FY 2000 and FY 2004 it jumped
by nearly 86 percent. Intermsof buying power, the FY
2006 budget proposal for theArmy is27 percent bel ow
FY 1985 spending.

N 7

Department of Defense Budget Authority by Component
{Current § billions " )

FYES Fya0 FY85 FY¥00 Fyid FY05 FY06
BTy 4.3 TB.5 633 7a.2 1531 100.2 88.5
Mawy |49 0 212 B2 6.9 g88.8 124.3 119.6 1254
Air Force 99.4 829 738 B83.1 125.5 117.8 127.4
Defensewide 14.1 21.7 41.6 45.5 BE.1 644 E0.8
Total Budget Authority, DoD® 286.8 293.0 255.7 290.6 471.0 402.0 421.1
" Numbars may not add due to rownding
* FY85-FY¥04 actual dollars, FY05 anacted daollars, FY 06 astimates.
Sauwrce: Dol Greenbook Table 610
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N 7

Department of Defense Budget Authority by Component
{Constant 5 bhillions*)

FY835 Fya0 FYa5 FY00 FY04 FYD5 FY06

Army 1348 1220 86,4 863 160. 7 1023 B8.3
MNawy 171.4 14968 101.3 104.1 130.68 1222 125.4
Air Force 168.7 13768 872 96,8 131.89 1201 127.4
Defensewide 24.4 30.7 537 54.3 727 66,4 £0.8
Total Budget Authority, DoD 499.4 439.9 338.6 3417 495.9 411.2 421.1
* Numbers may not add due to rounding.

Soure: Dol Greentoo Table &=10

For theother services, the decrease between FY 1985
and FY 2000 waslarger: down 39 percent for the Navy
and down 43 percent for the Air Force. The difference
between FY 1985 and FY 2006 for all three servicesis
essentially thesame: Army down 27 percent, Navy down
27 percent and Air Force down 25 percent.

Theamount for the Defensewide activitiesincreases
at every time period; from FY 1985 to FY 2006 it in-
creasesby 186 percent. Thisgrowthis, toalargedegree,
afunction of the program consolidationsand tranfersfrom
the servicesto Defensewide organizations.

DoD Budget Authority Percentage by Service and
Defensewide

A review of the percentage distribution within each
fiscal year providesrelativeinsghtsacrosstimewithout
distortionsfrom pay raisesand other cost growth. How-
ever, the transfer of programs from the services to
Defensewide activities does account for some portion of
the shiftsacrosstime.

Table 15 presentsthe DoD Budget percentage distri-
butionfrom FY 1985to FY 2006.

TheFY 2005 percentageisthe enacted amount, which
includesthesmall $25 billion supplemental for current op-
erations (but not thelater $75 billion supplemental); the
FY 2006 percentage doesnot includefunding for the cur-
rent operations. This suggests the relative baseline
relationship (i.e., theArmy isat about 24 percent and the
Navy and Air Forceareat about 30 percent each).

TheArmy providesthe preponderance of forcesfor
the current operationsand will likely continuetodoin

future sustained operations. Thisoperationa requirement
and the disparity between FY 2004 and FY 2005/2006
distribution suggest that anincreaseintheArmy distribu-
tion may need to be considered.

BUDGET PRIORITIES

TheDoD Budget Summary listsfour of thePresident’s
pledgesfor protecting America

* Defest global terrorism;

* Redtructurethearmed forcesand the global defense
posture;

« Deveopandfield advanced joint warfighting capa
bilities, and
» Takegood careof theforces.

Thesummary a so presentsthe Secretary of Defense's
prioritiesfor strengthening the department’scontribution
tothat goa, which strongly affect the DoD budget and the
yearsbeyond thebudget in the Future Years Defense Plan
(FYDP):

e Support the Globa War on Terrorism;

* RestructureU.S. forces,

* Managedemand ontheforce;

¢ RestructureAmerica sgloba defenseposture;

* Devedopandfiddjoint military capabilities, and
» Takecareof our forces.

Thissubsection providesingghtsinto each of thesesix
DaoD priorities.

21



N 7

Component Percentages of Department of Defense Budget Authority

{Based on current 5)

FY85 FY8a0 FY85 FY 00 Fyod4 FYO05 FY 06
Army 22.9% 26.8% 24 8% 22 2% 32.5% 24 9% 23.4%
Mawy 34.5% 24, 1% 30.1% 30.6% 26,4% 25.8% 29.8%
Air Force 34T%|  317%|  289%| 28.6%| 286%| 20.3%| 30.3%
Defensewide 4. 9% TA%| 16.3%| 15.7%| 14.5% 16.0%| 16.6%
Total Budget Authority, DoD 100.0%| 100.0%] 100.0%| 100.0%| 10000%| 100.0%| 100.0%
Source. Lol Greanbook, Taike B-10

Priority: Support the Global War on Terrorism

Thispriority focuses on strengthening DoD capabili-
tiesfor the GWOT and keeping U.S. forcescombeat ready.
Thisincludesimplementing lessonslearned from ongoing
operations, e.g., the need for flexibleand adaptablejoint
military forces, strong specid operationsforces, highly re-
sponsivelogisticsand the best possibleintelligence and
communicationscapabilities.

* Redtructureground for ces. Restructuring increases
the number and type of forcesneeded to fight terror-
ism. The budget accel eratesthe restructuring of the
Army to createamoremodular forceandtheMarine
Corpsto add more combat and support units.

* Srengthen chemical-biological defense. The bud-
get includesan increasein fundsfor protecting the
force—from detection to fighting—in achemical-
biological attack. Thebudget includes$1.6 billionfor
FY 2006 and $9.9 billion for FY 2006-11, whichis
anincreaseof $2.1 billion.

» Conduct homeland defense. The budget includes
$9.5hillionfor activitiesrelated to homeland security,
such asdetection and protection against weapons of
mass destruction, emergency preparednessand re-
sponse and protection of critical infrastructure.

* Fundahighlevd of readiness. The budget strongly
supports Operation and Mai ntenance accounts, where
training, maintenance and other readinessessentials
arefunded. TheFY 2006 O& M total equals$147.8
billion, nearly $11 billion above FY 2005.

» Sustain enhanced special operations forces
(SOF). Theseforces have been critical to thefight
against terrorism, and the U.S. Specia Operations

22

Command (USSOCOM) has been transformed to
giveitaprominent rolein defeating terrorism. TheFY
2006 budget includes $4.1 billion for SOF and sev-
erd initiativesin FY 2006.

* Increaseforeign language capability. The budget
includes $362 million for FY 2006—11.

Priority: Restructure U.S. Forces and Defense
Posture

Thispriority focusesonimproving capabilitiesto meet
thechallengesof the21st century by restructuring ground,
naval andair forces.

* Restructuring Ground For ces-Ar my. Restructur-
ing substantially increases avail able combat power.
DoD hasmade amajor commitment to add $35 bil-
lion over seven years (FY 2005-11) to the Army
baselineof $13 billion. DoD isrelying on supplemen-
tal appropriationsin FY 2005 and FY 2006 to fund
Army restructuring; in FY 2007, DoD includesrestruc-
turing fundsintheArmy baselinebudget.

* Restructuring Ground Forces-Marine Corps.
Between FY 2005 and FY 2008 the Marine Corps
will add combat and support units to increase its
warfighting power and reduce stress on its high-
demand forces.

* Navy. Restructuring enablesthe Navy to go from 12
to 11 aircraft carrierswithout diminishing itssurgeca-
pability.

* Air Force. Restructuring involvescreating 10Air and
Space Expeditionary Forces (AEFs), with more ca-
pability to meet the needs of U.S. combatant
commandersacrosstheglobe.



Priority: Manage Demand on theForce

Continuing operationsin Irag, Afghanistan and the
broader GWOT place high demand on U.S. forces. The
current mix of forcesrequiresinvoluntary mobilization of
Guard and Reserve personnel during theearly stagesof a
rapid-response operation and periodically during continu-
ing operations. This priority focuseson rebalancing the
mix of organizationsand the use of military personnel—
aongwithforcerestructuring—to meet current and future
deployment demands.

» Rebalancingfor ces. Thisinvolvesincreasing theunits
and personnel skillsthat have beenin high demand
and reducing thosethat have beeninlow demand—in
both active and reserve components. (For example,
theArmy isreducing artillery and air defenseunitswhile
adding military police and transportation units.)

* Military-to-civilian conver sons. Theseconversons
increase numbersof military personnel in combat and
other coremilitary functionsby reassgningthemfrom
commercid-likefunctions.

Priority: RestructureAmerica’'sGlobal Defense Pos-
ture

Restructuring America's global presence refersto
streamlining DoD basesand facilities. Thiswill enablethe
department to meet global requirementsmoredecisively
and make optimum use of itsfunding.

* Global posture. DoD seeksto better position forces
tostrengthen allied and partner nation relaionships, to
defeat terrorism and to meet other 21st century chal-
lenges. This includes overseas bases, personnel,
infrastructure and equipment. The department antici-
patesreturning 70,000 servicemembersand 100,000
family membersto the United States.

* Base Realignment and Closure (BRAC). The
BRAC Commissionfor 2005 will have completedits
decisonshby early September 2005; if both the Presi-
dent and Congress approve the commission’s
recommendationsin their entirety, implementation be-
ginsin FY 2006. Thebudget includes$1.9 billionfor
FY 2006 and $5.7 billionfor FY 2007. The previous
BRAC rounds eliminated about 21 percent of DoD
infrastructure and generated savings of about $7 bil-
lion per year.

* Transforming DoD management. DoD manage-
ment processesand systemsgenerateand sustain U.S.
military capabilities. The FY 2006 budget supports
continuing the department’ sambitious planto over-
haul its process and systems. An example is the
implementation of the National Security Personnel
Sysemfor managing DoD civilians whichinitidly con-
verts300,000 civiliansinto the new system beginning
asearly asJuly 2005.

Priority: Develop and Field Joint Military Capabili-
ties

Thispriority focuseson devel oping and fielding new
military capabilitiesthat can counter futurethreatstothe
nation and promotethetransformation of America smili-
tary forcesinto thefuture dominant force. A number of the
essentia capabilities, dong with FY 2006 budget funding
proposals, follow.

* MissleDefenseAgency. Thiscontinuesthedevel-
opment, testing and fielding of missile defense
technol ogiesthat can defeat ballistic missilesof any
range during any phase of their flight. The FY 2006
budget addsfive Ground-Based Interceptorsfor atotal
of 21 and 11 Standard Missile3 missilesfor atotd of
22 at acost of $7.8billion

e Army moder nization. The modernization of Army
cgpatilitiesiscritica tothefutureModular Force. Two
important areasfor modernization are:

o theFutureCombat Systems(FCS) program
(themost critical). FCSisafamily of advanced,
networked, air and ground systems providing com-
bat and support, manned and unmanned
capabilities. The program hasbeen restructured
to deliver transformational technologiesto the
Modular Forceassoon asthey arematureenough,
rather thanwait until all FCStechnologiesare suf-
ficiently mature. FCS prioritiesfor devel opment
are(1) networking capabilities, (2) unattended mu-
nitions, (3) unmanned systemsand (4) manned
ground vehicles. FCSfunding is$3.4 billion for
FY 2006.

o theArmy Aviation Modernization Plan, fo-
cused on achieving greater capabilities, riability,
sustainability, survivability and joint interopera
bility. Itincludesacquisition of new light utility and
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armed reconnaissance helicopters, unmanned
aeria systemsand more.

Navy shipbuilding. Thispriority focuseson devel-
opment of a new generation of ships that provide
increased capabilities and less manpower. The FY
2006 budget includes $9.4 hillion for the procurement
of four new shipsand for continuing advancesfor the
next generation of ships.

o CVN-21. Thisship classfeaturesaninnovative
electrical generation and distribution system, a
larger flight deck and asmaller crew (by at least
500) thantheaircraft carriersit will replace. Con-
gructionwill gartin FY 2008; the FY 2006 budget
provides $565 million to continue advance pro-
curement.

o DD(X). Theshipwill provideprecisionand high-
volumefires, at seaandin support of forcesashore.
Thelead shipwill befundedin FY 2007, and an-
other four funded through FY 2011. The budget
includes$716 millionfor advance procurement and
$1.1 billionfor continued research and devel op-
ment of thismultimission surface combatant.

o Littoral Combat Ship. Thisnew shipwill bea
fadt, agile, sedthy, relatively smal and affordable
surface combatant capable of operating in shal-
low water close to shore. The Navy planisto
acquire 21 ships. The FY 2006 budget is $613
million, including $249 millioninresearchand de-
velopment fundsfor ship construction.

o Virginia-classsubmarine. Thisnew attack sub-
marine has state-of-the-art stealth and enhanced
featuresto support special operationsforcesand
diversemissionsin coastal areas. Theplanisto
procure one ship per year through FY 2011, the
budget is$2.4 billion to continue procurement.

Tactical and mobility aircraft. Thispriority, sup-
porting transformation with funding for acquisition of
advanced aircraft toincrease U.S. capabilitiesand re-
place aging systems, cutsacrossmilitary services.

o F/A-22Raptor. Thisnext-generationaircraftis
designed to penetrate enemy airspace, achievea
first-look/firgt-kill capability against multipletar-
gets and conduct ground attack. Aircraft
procurement isfunded through FY 2008, toreach

atotal of 179 arcraft (including ninetest aircraft).
TheFY 2006 budgetis$4.3billion.

o Navy F/A-18E/F Super Hornet. Thismulti-
mission aircraft hasenhanced range, payload and
survivability when compared to F/A-18C/D mod-
els. TheFY 2006 budget is$2.9 hillion.

o Joint SrikeFighter. Thisnew strikefighter for
theAir Force, Marine Corps, Navy and U.S. al-
lieswill ultimately replaceAir Force F-16sand
A-10s, Marine CorpsAV-8Bsand Navy and Ma-
rine F/A-18C/Ds. The FY 2006 budget is $5.0
billion.

o C-17.Thisisacritical airlift asset with total pro-
curement at 180 aircraft. The FY 2006 budget is
$3.7hillionto continuefidding.

o Tanker replacement. Thedepartmentisanayz-
ing alternatives to replace its aging KC-135
arcraft.

Intelligence, communications and related sys-
tems. Intelligenceiskey to defeating terrorism and
predicting threets. Intelligenceinvolvescapabilitiesfor
collecting, producing, filtering, andyzing and commu-
nicating information. The FY 2006 budget ensures
continuing development and fielding of intelligenceca-
pabilities, and the simultaneous integration of the
capabilitiesinto al DoD information systemswithin
thesecure, trusted Global Information Grid. Programs
indude
o Advanced Extremely High Frequency Satel-
lite Communication System. Thiswill replace
Military Strategic/Tecticd Relay (MILSTAR) sat-
ellites, providing much greater capacity and more
secureand survivable communications. Thebud-
get provides $1.2 billion; the first launch is
scheduled for FY 2008.

o Transformational Satellite Communications.
Thisisafuture system based on laser communi-
cations and greatly enhanced radio-frequency
capability, which would free usersfrom current
bandwidth constraints and provide greatly en-
hanced interoperability and connectivity to support
net-centric operations. Thebudget provides $836
millionfor continuing development; first launchis
scheduled for FY 2013.



o Other key programs. Space-Based Radar,
Space-Based Infrared System High, Joint Tacti-
cal Radio System and Aerial Common Sensor
arcreft.

* Unmanned systems. Unmanned systems have been
invaluableto operationsin Iraq and Afghanistan and
arecentral tothetransformation of U.S. military ca-
pabilities. The FY 2006 budget includes morethan
$1.7 billion for continued devel opment and procure-
ment of several types of unmanned systems. Major
programsinclude:

o Joint Unmanned Combat Air Systems. These
systemswill fill existing capabilitieswith highly ef-
fectiveand affordable systems. Thebudget is$350
million to continue devel opment.

o Global Hawk and Predator. The FY 2006 bud-
get continues procurement and devel opment of
these unmanned agrial vehicles, which have been
critica tothe GWOT.

Priority: TakeCareof Our Forces

Thispriority recognizesthat people arethenation’s
most important defense asset. The FY 2006 budget main-
tainsthecommitment to servicemembersandtheir families.

» Pay. The budget fundsa 3.1 percent increase in
military base pay and a2.3 percent increasein ci-
vilian pay.

* Health care. The Defense Health Program (DHP)
providesgood health carefor military personnel and
their families. The FY 2006 budget isabout $20 bil -
lionindirect funding. In addition, another $7 billionfor
military personnel supports DHPand nearly $11 bil-
lionmoreiscontributed to the Medica Accrud fund
inFY 2006.

* Housng. Thebudget continuesthe department’ scom-
mitment to providegood housingtodl servicemembers

o BadgcAllowancefor Housng (BAH). Thebud-
get sustains DoD’s commitment to eliminate
out-of-pocket costsfor military memberslivingin
privatehousing. Before FY 2001, servicemembers
had to absorb, on average, 18 percent of their
out-of-pocket costs.

o Military family housing units. Thebudget con-
tinuesto movetoward eliminating al inadequate

military family housingintheUnited Statesby FY
2007, and al inadequate unitsworldwide by FY
2009.

o Privatization. Thisinitiative, begunin FY 1996,
alowsthedepartment toimprovemilitary housing
and get maximum benefit from the housing bud-
gets. By theend of FY 2006, privatization will
have produced nearly 172,000 high-quality fam-
ily housingunits.

* Benefits for reservists. This priority recognizes

DoD’scommitment toitsreservists.

o TRICARE€ligibility expansion provideshealth
care coveragefor up to 90 daysprior to activa
tionfor certain reserve component membersand
extends post-mobilization coveragefor 180 days.

o Thebudget also supportsanew “ Gl Bill for Re-
servists’ passed last year. This will provide
education benefitsfor Guard and Reserve per-
sonnel who have been mobilized. Depending on
length of active servicein support of acontingency
operation, membersreceive up to 36 months of
payments, from $400 to $800 per month. The FY
2006 budget isabout $200 million.

» Facilities. Thispriority recognizesthat taking care of
military and civilian personne includesprovidingthem
quality facilities. The FY 2006 budget requestsfund-
ing at 92 percent of facilitiessustainment (maintenance)
requirements—much higher thanthe 78 percent funded
inFY 2000.

FORCE STRUCTURE

Thebudget continuesto support thetransformation of
the department and the armed forces. Transformation re-
quires more than pursuing next-generation weapon
systems—it a so requires changing theforce structureto
producetheability to evolverapidly, adjust for changesin
theglobal environment and addressnew thrests.

Asapart of their transformation, each of the services
isinnovatively restructuring itsforces. Therestructuring
focuses on depl oying more combat power withincreased
Speed, lethality, agility and precision, and often with less
manpower. Restructuring drawsfrom the campaignsin
Afghanistan and Irag, aswell asthefuturethreats, both
conventiona and asymmetric.
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DoD isalso pursuing anumber of other initiatives
to complement theforcerestructuring. Theseincludere-
bal ancing the mix of unitsin theforceto add high-demand
units and reduce other units, conducting military-to-
civilian conversonsto redistribute servicemembersinto the
combat structure, and adjusting the global posture and
statesidebasing.

Seetable 16 for the major combat forces. Theforces
include active and reserve components. Although not
visbleat thisleve, other conventional forcesprovide op-
erational mission support across the spectrum of
operations, toinclude mobility forcesand special opera-
tionsforces.

Transformation of theArmy’sforcesbeginswiththe
movefrom adivision-based structureto abrigade-based
structure. The new brigade structure appliesa”“modular”
approach that adds capability and produces more self-
contained unitsthan current brigades. The new brigade
combat team (BCT) includesitsown artillery, engineers,
military police and supply capabilities, making it more
deployable and flexiblethan current brigades. Themodu-
lar brigade structure enablesactiveand reserve unitsto be
moreinterchangeabl e, thusreducing thefrequency of de-
ployment of high-demand unitsand providing moregtability
for Soldiersand their families.

TheactiveArmy expandsfrom 33 maneuver brigades
inFY 2003t043 BCTsin FY 2007; theArmy National
Guard restructuring produces 34 BCTsby FY 2010. DoD
plansto request an additional $35 billionfor theArmy for
modularity between FY 2005 and FY 2011.

Marine Corpstransformation adds combat and sup-
port unitsto increase its warfighting power and reduce
stress on its high-demand forces. The changesinclude
adding two activeinfantry battalionswith associated com-
bat and support elements, and severa reserve combat and
support units. The Marine Reserverestructuring addstwo
Light Armored Reconnai ssance companies, one Anti-
Terrorism Battalion and other combat support unitsto
increaseavailability.

U.S. Specia Operations Command has been trans-
formed togiveit aprominent rolein defeating terrorism.
Special operationsforcesadd 1,200 military personnel,
including four SEAL platoons.

Navy restructuring involves the Fleet Response
Plan (FRP) that allowsthe Navy to deploy moreaircraft
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Conventional Forces Summary

| Fyo4| Fros|Fros
Army
AC UEx'/Divisions J7| 55| &2
RC UEx'/Divisions el 26| 44
AC Armared Cavalry
Regiments 3 2 2
AL Brigade Combat Teams 36 39 43
RC Brigade Cambat Teams ag| 3| mx*
Mawvy
Alrcraft Carriers 12 12 11
Surface Combatants 103] 100] 102
Amiphiblous Warfare Ships 35 36 35
Attack Muclear Submarines =4 == o4
Ballistic and Guided Missile
Submarines 18 18 18
Support, Logistics, Mina Ships 70| 69| @689
Active Force Air Wings 18 18 18
Rasarve Forces Air Wings 5 a 5
Air Force
Active Fighter Squadrons 449 49 =0
Resarve Fighter Sguadrons 14 33 25
Reserve Air Defense Squadrons 4 4 4
Bombars (Combal-Coded) 2 i HE 28
Marine Corps
Expeditionary Forces 3 3 3
Expeditionary Brigades 4 4 4
Active Battalions 51 51 53
Fesarve Batialions 21 21 20
! Tactical-lavel Uil af El'l'q'l‘ll.'l]-"‘r'lElﬂ commanded I‘.'|:|-' Frdpor ;r-_-fner.-al
? Projected endstate for FYDB |s 34
Sovrces: Ammy SAMAS; Dall, Amay, Mavy, A Force Justificabon Mafenisls

carriersand supporting shipsmorerapidly by improving
manning, maintenanceandtraining. TheNavy isabletogo
from 12to 11 aircraft carrierswithout diminishing thesurge
capability. Such reductionsin personnel and older ships
alow thereallocation of fundsto support continuing Navy
transformetion.

Air Forcerestructuring involvescreating 10 Air and
Space Expeditionary Forcesthat can rapidly providethe
right mix of capabilities, from humanitarian relief tofull-
scaewarfighting. ThisAEF structureenablestheAir Force
to manage the heavy demand onitsforceswhilegiving
maximum predictability and stability toAirmen.



PERSONNEL ENDSTRENGTH

DoD includesthreemillion active, Guard and Reserve
servicemembersand civilian employees, plustwo million
retireesand familiesreceiving benefits. The department
has nearly 500,000 personnel overseasin 146 nationsor
afloat. Many of these servicemembersare conducting op-
erationsin Irag, Afghanistan and other locationsin the
GWOT, and as part of the Stabilization Force and Kosovo
Force in the Balkans and the Multinational Force and
ObserversmissonintheSinal.

Sustaining these operations over anumber of years
requiresrecurring deployments, which placesastrainon
servicemembersand their families. Theold structure of
the services added to the hardships of servicemembers.
All of theservicesareaggressively pursuing transforma
tioninitiativesto generategreater and morerel evant combat
power to meet the emerging threats of the 21st century.
Theadditiona combat power enablesthe servicesto bet-
ter manage the demands on servicemembers.

Thetransformation initiativesare producing the addi-
tional combat capability within existing endstrengths. The
initigtivesindude:

* Restructuring—creating new organizationsfocused
on deploying more combat power with increased
speed, lethality, agility and precision, and often with
lessmanpower.

* Rebalancingthemix of unitsand people—increas-
ing high-demand unitsand military skillsby shifting
among active and reserve components and phasing
out somelow-demand or late-deploying units.

o InFY 2003 and FY 2004, the Army, Navy and
Air Force rebalanced nearly 30,000 military
spaces.

o InFY 2005, the serviceswill rebalance nearly
20,000 more spaces.

o BetweenFY 2006 and FY 2011, theArmy will
rebal ance another 50,000 spaces.

* Military-to-civilian conver sions—converting po-
gtionscurrently filled by military personnel to positions
that could be supported by DoD civiliansor contrac-
tors, thusincreasing military personnd availabletothe
forcewithout increasing endstrength.

o InFY 2004, DoD converted morethan 7,600
military spacesto DoD civilian or contractor po-
gtions.

o InFY 2005, nearly 24,000 additional spaceswill
be converted.

o InFY 2006, thebudget includes$1.4 billionfor
converting morethan 6,400 spaces.

o Between FY 2007 and FY 2011, more conver-
sonsareplanned.

* Divedtinglower-priority functions—freeing up mili-
tary and civilian personnd for other military missons.

Thenet result of theseinitiativesby fiscal yearisin
table17.

Onthewhole, thereislittlechangein endstrength be-
tween FY 2005 and FY 2006. The Navy will experience
themost substantial changewith a3.6 percent reduction
inthe active component and a12.4 percent reductionin
thereserve component. One other important changeisin
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Department of Defense
Personnel Endstrength
(thousands*®)

| Fro4 | Fros | Froe

Active Military

ATy 4995 4824| 4B24

Mawy Jr3.2| 3.e58| 32T

Marine Corps 177.5] 17501 1750

Air Forca 376.8 J049.7) 3574

Activa Guard and

Reserve, Full-time B6.2 T2.0 3.6

Total Active Military 1,493.0| 1,455.0| 1.441.1
Selected Reserve

Armmy 5470 555.00 555.0

Mawy 226 834 [N

Marime Corps 8.7 8.6 J89.6

Air Forca 1820 182.8 180.8
Total Selected Reserve 8561.3| B60.8| B848.5
Civilians {Full-time

equivalents) 689.4| 697.7| 7019
* Mumbers may nod add due to rounding.
Sowrce: Deparimet of Defense Financial Summary Par I
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theActiveGuard and Reserve (AGR, reservistsswhowork
asfull-timeemployeessupporting their units). TheAGR
increasesin FY 2006 by 2.2 percent over FY 2005, by
11.2 percent over FY 2004.

MILITARY PERSONNEL FUNDS

TheMilitary Personnd titleincludesal themilitary pay
appropriationsfor the services, active and reserve com-
ponents. The FY 2006 budget includesa3.1 percent pay
rasefor military personnd. Thebudget dso eiminatesthe
out-of-pocket housing costsfor military personnel liv-
ing in private housing. Thisis a substantial benefit
because, prior to FY 2001, the average servicemember
paid 18 percent of the cost for living in private housing
out of his/her pocket.

Seetable 18 for military pay dollarsby service.

Military endstrengthisthe primary driver of themili-
tary pay appropriations, with no substantia changesinthe
number of servicemembers, pay raisesprincipally drive
military pay dollar growth. Thelargedollar amount for the
Army inFY 2004 reflectsthe many Guard and Reserve
Soldiersonfull-timeduty.

Retirement and M edical Accruals

TheFY 2006 budget includesatotal of $23.6 billion
for retirement and medical accrua, al.3 percentincrease
over FY 2005.

Theaccrual method of funding isused for both mili-
tary retirement and medical costs. Thismethod requires
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Military Personnel Budget
{$ billions ")

F¥04 | FY05 | FYDE
Army 48 6 381 41.4
Mawy 26.1 26.5 271
Maringe Corps 10.7 10.2 10.7
Air Force 287 28.2 28.8
Military Retirement Fund® 1.5 2.3
Total® 116.1 | 1055 [ 111.3

" Mumbars may not add des to rounding.
! Contribution to military retiremeant fund

T FY 04 actual, FYDS enacted, FYDB proposal and include pay
raises of 4.2, 3.5 and 31 percent, respeciively
Sowrce: Dol Financial Summary Tables S¥08 Par if
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the servicesto transfer into afund theamount necessary
to pay for future benefits each year. In the case of the
retirement fund, theamount transferred isapercentage of
the service' sbasic pay.

Theaccrua method requiresthe department to fund
the budgetary consequencesof decisionsimmediately in
theform of anincreasein the amount transferred to the
fund. For example, an additiona benefit for retireesor an
increasein endstrength would require adding an amount
to the current budget proposal for the payment of thefu-
ture benefit or the additional retirees. Clearly, theaccrua
fundsare sengtiveto endstrength.

Seetable 19 for databy accrual fund and services.

CIVILIAN PERSONNEL

TheFY 2006 DoD budget includesthe government-
wide 2.3 percent pay increasefor civilian personnedl. The
DoD civilian workforce, comprising 701,900 people,
equasnearly 49 percent of theactivemilitary endstrength.

Thecivilian workforce contributesto the capabilities
of the department by accomplishing many different
functionsat many locationsaround theworld. Thecivilian
workforce brings skillsand continuity that enablesthe
uniformed membersto focus on the combat and combat-
related assgnments.

Most civilian personnel work in Operationand Main-
tenancefunctions, but civilian personnel dsowork inmany
other appropriations. Civilian personnel pay and benefits
areincludedinthevariousappropriationswherethecivil-
ianswork, rather than in a separate appropriation title
smilartoMilitary Personnel.

DoD isstarting to implement two management ini-
tiativesthat will impact the civilian workforce over the
longterm:

» First, DoD iscontinuing to pursue opportunitiesfor
reducing direct civilian labor aswell asmilitary per-
sonnd by contracting out functionstothe privatesector;

»  Second, DoD isimplementing the Defense Transfor-
mationAct of FY 2003, which providesthe authority
to establish anew National Security Personnel Sys-
temfor managing DoD’scivilian personnd. TheDoD
budget includestheinitia implementation, covering
roughly 300,000 DoD civilian employees.
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Department of Defense Accrual Accounts
Payments to Retirement and Medical Accrual Funds

{Current 5 millions1)

| Fyoda | Fyos | Fyoe
Retired Pay Accrual
Military Pay, Army 4.8497.0 3.924.0 3,883.0
Reserve Personnel, Army 320.0 331.0 328.0
Mational Guard Parsonnal, Arrmy 488.0 2800 581.0
Subtotal Army Retirement Accrual 5.815.0 4. 835.0 4,833.0
Military Pay, Mavy 2.598.0 32,0320 2,948.0
Reserve Personnel, Nawvy 204.0 208.0 202.0
Subtotal Navy Retirement Accrual 3,202.0 3,241.0 3,150.0
Military Pay, Marina Corps 1,282.0 1,267.0 1,252.0
Reserve Personnel, Marine Corps 500 55,0 24,0
Subtotal Marine Corps Retirement Accrual 1,332.0 1,322.0 1,306.0
Military Pay, Air Force 3.405.0 3,230 3.200.0
Resarve Personnel, Air Force 103.0 1330 133.0
Mational Guard Parsonnal, Air Farce 240.0 272.0 278.0
Subtotal Air Force Retirement Accrual 3,748.0 3,639.0 3,611.0
Total Department of Defense Retired Pay Accrual® 14.087.0) 13,037.0] 12,900.0
Medical Accrual
Military Pay, Army 22520 25880 2,705.0
Resarve Parsonnal, Army 430.0 G730 T17.0
Mational Guard Personneal, Army 7050 1,148.0 1,218.0
Subtotal Army Medical Accrual 3,387.0 4.417.0 4,641.0
Military Pay, Nawy 1,729.0 1,977.0 2,006.0
Rasarve Parsaonnal, Navy 188.0 283.0 2820
Subtotal Navy Medical Accrual 1,927.0 2,260.0 2,298.0
Military Pay, Marine Corps 8080 2350 2982.0
Reserve Personnel, Marine Corps 81.0 128.0 137.0
Subtotal Marine Corps Medical Accrual 889.0 1,064.0 1,118.0
Military Pay, Air Farce 1,729.0 1,9280 2,010.0
FReserve Personnel, Air Force 144.0 241.0 254.0
Mational Guard Personnel, Air Force 231.0 2820 86,0
Subtotal Air Force Medical Accrual 2,104.0 2,532.0 2,650.0
Total Department of Defense Medical Accrual® 8,307.00 10,273.01 10,708.0
' Mumbers ray not add due to reunding.
P FY04 sctual, FYOS enacted, FYOB propossl
Snurce’ Nahonal Dafanse Budged Esfimate for FY06 (DD Greanbook) Table -5
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OPERATIONAND MAINTENANCE FUNDS

DoD continuesto prosecutethe GWOT and meet its
other operational commitmentsaround theworld. Opera-
tion and Maintenancefundssustainthetroopsasthey fight
thewar on terrorismand conduct al the other operational
missions. O& M fundscontributedirectly to combat readi-
nessand relevancy of theforcesby providingtough, redigtic
training, modernized and repaired equipment, timely lo-
gistica support andfacilitiesmaintenance. O& M fundsaso
support thewell-being of servicemembersand their fami-
liesby providing reasonabl e base support and maintaining
theinfrastructure.

O&M fundspay for thevast mgority of thecivilian
workforcewho carry out the complete array of support
functions, e.g., base support operations, depot mainte-
nanceand training support.

Total Obligational Authority funding for the DoD
Budget for FY 2006 isshown intable 20.

TheFY 2004 dollarsinclude the supplemental ap-
propriation. A review of theArmy lineclearly illustrates
that the Army, with the bulk of theforcesengagedinthe

W ——

Operation and Maintenance
($ billions ")

Afghanistan and Irag campaigns, received the bulk of the
supplemental fundsto sustain theforces.

Itisalsoobviousthat FY 2005 and FY 2006 lack the
samelevd of fundsasin FY 2004 and require substantial
supplementd fundsto sustainthesamelevd of effort asin
FY 2004.

DefenseHealth Program

The Defense Heal th Program providesfor the physi-
cal and mental well-being of servicemembersand their
families. A large component of O& M, DHPconsumed 10
percent in FY 2004, rising to 13.4 percent in FY 2006.
Thethree-fold misson of DHPisto providehedth carein
support of deployed forces; provide health care benefits
for membersof thearmed servicesand their families, re-
tireesand othersentitled to DoD health care; and conduct
research, professiond education and training, and preven-
tionactivities.

The Defense Hed th Program consstsof Army, Navy
andAir Forcemedical facilitiesplusthe TRICARE sys-
temfor al servicemembers. Almost al thefundsfor the
program areinthe O& M appropriations, asdisplayedin
table21.

Mj—

Defense Health Care Program

FYD4 | FYD5 | FY0&6
Army 624 | 454| 318 ($ millions " )
Mawy 3B6.6 38,6 36.0 Title FY¥ 04 FY05 FY¥D&
Air Force 395| 338| 387| [Operationand
Defansawide” 38.2 382 39.3 Maintenance 16,978.9 | 17.302.5 | 19,2471
Transfer Accounts and Miscellangous Pracurement 304.3 367.0 373.3
Enviranmental Restoration RDT&E" 486.3 507.0 169.2
Funds 0,0 1.4 1.4 Total ** 17,769.5 | 18,4765 | 19,791.6
Overseas Contingency Medical Accrual
/
Operations/Cmergency Payment® 8,307.0 | 10,273.0 | 10,708.0
Response Funds/|rag : -
Fraadom Fumd 0.1 5 .0 , Murnbers may nol add due o raunding.
Research, Development, Test and Evaluation
GthE:r 0.8 0.3 0.3 ! oD budget identfies only the direct program funds and
Total 177.5 | 158.0 | 147.8 excludes pay and military health care accreal of miltary heatth
' Numbers may not add dus o rounding. GErE prOvicers
¥ Includes Defense Heafth Program: $17.8 billicn in FY 04, " FY04 actual, FY05 enacted. FY08 proposal
$18.2 billion in FY05 and $19.8 Billion in FY0& ‘DaD paymants into Medicare-Eligible Retiree Acorual Fund are
* Tota Obligational Autharity not part of the Defense Health Care Program
Soure: Dol Cperation & Manfenance Exhib (-1 Sowrce: Dol Defansewice Justification Documantation
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TheDHPtotd for FY 2006is$19.8 billion. Addition-
ally, DoD will pay $10.7 billion moreinto the medical
accrua fund (seetable 19 for details). Thetotal of these
fundsis$30.5billionin FY 2006 for hedth carefor cur-
rent and retired servicemembersand their families. This
tota doesnotincludemilitary pay for servicememberswho
arephysiciansand other medica providers.

The$30.5 billion equals 7.2 percent of thetotal BA in
the DoD budget for FY 2006.

RESEARCH, DEVELOPMENT
ANDACQUISITION

TheResearch, Development and Acquisition (RDA)
budget for FY 2006 and the FY DP beyond reflect the
department’sinitiativesat pursuing new technology and
developing and fielding new military capabilities. RDA
refersto acombination of dl Research, Development, Test
and Evduation (RDT& E) and Procurement gppropriations.

Thesecurity environment of the 21t century chalenges
theU.S. military torespond rapidly with responsive, agile,
lethal and precise capabilities. Protecting Americainthis
security environment requirestransforming U.S. forceswith
new organizations, strategiesand weapon systems. The
transformeation of wegponsand other materiel systemsre-
quiresDoD to exploit next-generation technol ogies.

To obtain the benefits of next-generation technologies
assoonaspossible, DoD isaso transforming the acquis-
tion management processes; perhapsthe most important
exampleof thistransformationistheuseof “ spira acquis-
tion.” Spiraling refersto applying new technologiesand
capabilitiesbeing devel oped for next-generation wespon
systemsto current platformsas soon asavailablerather
thanwaiting for theacquisition of next-generation wegpon
sysems.

Intermsof dollars, thethree-year trend for procure-
ment indicates adecrease of morethan 6 percent, while
RDT&E increasesnearly 8 percent. Seetable 22.

For along-term view of procurement and RDT& E
trends, beginning with the peak yearsfor RDA inthemid-
1980s, seefigures4 and 5. Figure 4 presentsthefunding
datain current-year dollars; figure 5 presentsthefunding
datain constant dollars(i.e., dollarsfor yearsprior tothe
current budget are adjusted for inflation and other price
growth to be more comparable acrosstime).

From FY 1985 to FY 1996, there was a contin-
uing declinein RDA funds, but, more specifically, a

W —

Research, Development

and Acquisition
{Procurement and RDT&E)
(% billlons)

FY0d4 | FYDS | FYO0B
Procurement’ E32| 798| TEOD
ROTAE' B44| 692)| 694

Total Research, Develop-
ment and Acquisition’ 147.6 | 148.8 | 147.4

"FY04 sctual, FY0S enactad, FY DS proposal

! Procurement and Research, Devalopment, Test & Evaluation
[ROTEE) are often discussed logether as Research, Develop-
ment & Acquisition (RDA)

Sourpe: Dol Finangial Summary Tables Fiscal Year 2006, P-1 & B-1

subgtantia declinein procurement funds. Then, for thenext
10years, both procurement and RDT& E continualy grew
at about the samerate. However, procurement isagain
leveling off.

Another way of reviewing trendsover timeisto adjust
thedollarsfor inflation and other price growth to acom-
mon base year. Theresults better illustrate the* buying
power” over time. Figure5, which uses constant dollars,
dramatically illustratesthe peak yearsin the mid-1980s,
thedrawdownsin the 1990s (with a55 percent reduction
between FY 1985 and FY 1996) and the growth in the
2000s. The FY 2006 RDA budget has 73 percent of the
buying power of the FY 1985 budget.

Aninteresting observation drawnfromfigure5isthe
changein themix between procurement and RDT&E. In
FY 1985 procurement was 75 percent of thetotal RDA,
andin FY 2006 it is53 percent of thetotal; RDT&Eis
now 41 percent of al RDA. Thisisillustrative of thedeci-
siontotrangition to next-generation technol ogy.

Procurement and RDT & E by Component

A review of the DoD procurement funding by service
and Defensewide agenciesrevea sthat Army fundingis
reduced by 27 percent between FY 2004 and FY 2006,
whilethe Defensewidereductionisonly 6 percent. The
result isthat Army procurement isonly 15 percent of al
DaoD procurement.

A review of the RDT& E revealsareduction to the
Army of 5 percent, whilethe Navy increasesby nearly 22
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DoD Procurement and RDT&E Budget Activity Since 1985
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percent and the Air Force by 12 percent. The Army por-
tion of RDT& E is14 percent of all DoD RDT&E. See
table 23 for thedollar datafrom the FY 2006 budget.

W3 —

Research, Development
and Acquisition
(Procurement & RDT&E)
by Component

($ billions " )
| FYod4 | FY0S | FYoe
Procurement
Ay 16.2 | 144 ] 118
Mavy (includes Marine Corps) | 289 | 285 | 297
Air Force 324 | 333 | 325
Defensewide and Other 4.7 3.4 4.1
Total DoD* 83.2 | 796 | 7841
Research, Development, Test and Evaluation
Ay 10,2 10,8 a7
Mavy (includes Marine Corps) | 148 | 169 | 180
Air Force 202 | 208 [ 2286
Dalensewida and Olher 18.2 | 208 19.0
Total DoD* B4.4 | 69.2 | 693
" Nurmbers may not add due to rounding.
* FY0d actual, FYilS enacted, FY08 proposal.
Saupe Dall Financial Surmmany Tebie FY0E P & B-1

Major Procurement and RDT& E Programs

A list of magjor procurement and RDT& E programs
by dollar amountsinthe FY 2006 budget isintable 24.
Many of these systemsare discussed in the earlier sub-
section “Priority: Develop and Field Joint Military
Capabilities”
MISSILE DEFENSE PROGRAM

TheFY 2006 budget includes$8.8 billionfor themis-
siledefense program, which continuesthe devel opment,
testing and fielding of missiledefensetechnol ogiesthat can
defeat ballistic missilesof any range during any phase of
therflight.

TheFY 2006 total dollarsare decreasing from prior
years, with areduction of morethanabilliondollarsin
RDT&E. Seetable25for thefunding data.

Themissleprogramamsat deployingalayered mis-
dledefense, whichinvolvesamix of variousmisslesysems
The Joint Theater Air and Missile Defense Organization
andfiveprogramsaccount for virtualy al thedollarsinthe
missile program. Morethan 70 percent of thefundsare
for midcourseand ballistic missiledefense. TheFY 2006
budget addsfive Ground-Based I nterceptorsfor atota of
21 and 11 Standard Missle 3 missilesfor atotal of 22 ata
cost of $7.8 billion. Thefocusfor thefutureisonthemost
promising technologies, e.g., kinetic and directed energy.
Seetable 26 for details.

Space For ces

Spaceisacritical forcemultiplier for all U.S. forces.
Space systems support al operationswith products per-
forming reconnaissance, surveillance, intelligence,
command and control, communications, westher informa-
tion and navigation. Space systemsemploy complex and
expensivetechnologies. Therefore, space systems need
to provide support across services.

Inrecognition of thestrategic and cross-service appli-
cability of spaceassets, in 2002 the Secretary of Defense
merged U.S. Space Command with U.S. Strategic Com-
mand asaunified command under DoD. USSTRATCOM
provides specia programfocusglobal strike, missilede-
fenseintegration, DoD information operationsand C4I1SR
(command, control, communi cations, computers, intelli-
gence, surveillance and reconnai ssance) technol ogiesfor
al of DoD.

Space assetsinclude aconstellation of satellitesand
theassociated ground-based systemsand facilitiesto pro-
vide space support, force enhancement and space control.

Space support involves operationsto deploy and sus-
tanmilitary syslemsin space.

» Forceenhancement involves space combat support
operations, to include reconnaissance and surveil-
lance, targeting, tactical warning and attack
assessment, communications, navigation and envi-
ronmental monitoring.

Space control involves operationsto ensure and en-
hancetheability of theUnited Statesand friendly forces
toexploit spacewhilelimiting or denying adversaries
ability to exploit spacefor hostile purposes.

TheFY 2006 budget requests about $2 billionin pro-
curement and $3.5 billioninRDT& E for space programs.
Seetable27.
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Missile Defense Program
Overview (All Appropriations)

. {($ millions " )
Missile Defense Program Fyoa | FYOS | FY0
by Appropriation JTAMDO? 851| 864 807
(% millions T_J BMD® Midcourse Defense | 3,711.7[ 4.501.5 3234 .4
FY04 FYO05 FY0& BMD® Boost Defense 4758 4762 4838
ROT&E" 81443 | 952148 | 81609 Oiher Ballistic Missile
Procurament B41.9 575.0 EET.1 Defense 3124 8| 3678.2[ 38402
Military Construction 22.0 22.3 49| [Pac-3' 887.5 BOTM| SB33
Operations & Support 58.6 88.2 111.7 | [MEADS® 388.1| 3128 2888
Total® 9. 066.8 | 9,900.3 | B.844.6 Ot 3837 238.0] 2333
' Numnibers may not add due to rounding. Total® 9,066.8) 9,900.3( 8,844.6
* Research, Development, Test and Evaluation. ' Numbers may not add due to rounding.
* FY04 actual, FY0S enacted. FY0S proposal. * Joint Theater Air and Missile Defansa Organization.
Source: Do) Budget. Progrant Acquisition Costa by Weapon Syatam * Ballistic Missile Defense.
! Patriot Advanced Capability 3 and Modifications.
* Medium Extended Alr Defense Systerm
® FYD4 actual, FY0S enacted, FYDE proposal
Source: Dol Budpst, Program Acguisiion Costs by Weapan

N

Department of Defense Space Programs

(% millions)
FY 2006
Procurement’ RDTE
Detanse Sataliite Communications Systam (DSCS) 220 11.5
Maobile User Objective System (MUOS) 0.0 470.0
Advanced Extremely High-Frequency Satellite (AEHF) 228.0 BES.3
Defense Support Program 427 0.0
Evolved Expendable Launch Vehich (EELY) B38.3 26.1
Meadium Launch Vehiclas 111.2 0.0
NAVSTAR® Global Positioning System (NAVETAR-GPS) 3181 401.5
Space-Based Infrared Systems-High (SBIRS-H) 0.0 766
Transformed Satellite Communications 0.0 835.5
Space-Based Radar 0.0 2258
Widaband Gapfiller Satallite 25 838

! Procurement includes initial Epanas.
£ Mavigation Syslem Using Time and Ranging.

Soures: Dol Financia! Summary Tahles Fises! Yesar 2006, Program Acquisiion Costs by Wesapon Systems
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U.S. spaceforces provide the C4l SR backbonefor
military deploymentsand operations.

SPECIAL OPERATIONSFORCES

Major Force Program (MFP)-11inthe DoD budget
isfor special operationsforces. Inthe FY 2006 bud-
get, MFP-11includes $6.5 billion, of which $2.2 billion
residesin the technol ogy, devel opment and acquisition-
related accounts. The $6.5 billion equatesto 1.6 percent
of thetotal DoD budget—asmall percentage of the bud-
getinrelationtothe contribution madeby specid operations
forcesto thewar onterrorism.

In 1987, Congress established the U.S. Special Op-
erations Command. The primary role of USSOCOM
wasto serveasa* supporting command” that trained and

equipped special operations personnel for the geographic
combatant commanders.

Specid operationsforceshavebeencritica inthefight
againgt terrorism. The Secretary of Defense added anew
roleasa“ supported command” with responsbility for plan-
ning DoD’s military effort in the war on terrorism.
USSOCOM hasbeentransformed to giveit aprominent
rolein defeating terrorism.

USSOCOM isoneof nineunified commandsinthe
DoD combatant command structure. It iscomposed of
Army, Navy and Air Force special operations forces.
USSOCOM'’smissionisto support the geographic com-
batant commanders, ambassadorsand their country teams,
and other government agenciesby preparing SOF to suc-
cessfully conduct specid operations, including Civil Affairs
(CA) and Psychological Operations(PSY OP).

USSOCOM is unique among the combatant com-
mandsbecause, under U.S. CodeTitle 10, Section 167, it
exercisesbudget authority smilar to themilitary depart-
ments. Specifically, USSOCOM has “service-like”
responsbilitiesfor consolidating and submitting program
and budget proposalsfor MFP-11 and for devel oping and
acquiring specia operations-peculiar equipment, materid,
suppliesand services.

The FY 2006 budget includes severa initiatives,
induding:

» addingabout 200 civiliansand 1,200 military person-
nel, including four SEAL platoons;

e adding $50 million for programs to boost SOF
retention; and
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* redigning SOF assatstofacilitatether deployment.

Seetable 28 for MFP-11 aswell asUSSOCOM Pro-
curement and RDT& E data.

W 25—

U.S. Special Operations Command
Major Force Program - 11
(Budget Authority 5 milllons)

Fy04 FYQ5 FYDE
Procurement’ 20754 | 12736 12423
RDT&E'~ 5933 57449 481.5
Othar 3 842 3 4 7285 47812
Total MFP-11* 5.511.0 85750 §,515.0

Sovrces; | Dol Budkge! Estimates - USSO0OM -1 & P-1
J Research, Developrment, Tes' £ Evaahan
" Dol Budget Greanhaak, Tahle 8-4 Tofaf Obipational
Authanily by Program
I EEETEEEEEEEe,

RESERVE COMPONENTS

Thereserve components make up 42 percent of the
total military endstrength in the Department of Defense.
Thereserve componentsincludetheArmy and Air Force
National Guard and theArmy, Navy, Air Forceand Ma
rine CorpsReserve.

Each of the reserve components prepares a budget
that includesthe standard appropriation titles. However,
thereserve componentsdo not submit budgetsfor RDT& E
or procurement; rather, their respective active components
include reserve component requirementsintheservice's
RDA accounts. On occas on, Congresshas provided spe-
cific procurement appropriationsfor reserve components.

In FY 2006, the Military Personnel and O& M ac-
countsfor thereserve componentsarerising dightly. The
O&M for the National Guardisdown by 30 percent. In
part, thismay be dueto the large number of Army Na-
tional Guard Soldierswho are mobilized and receiving
operationa support from the active component’sO& M.
Seetable 29 for asummary of the reserve components
budget requests.

Since the 11 September 2001 terrorist attacks on
Americaand the subsequent and continuing war on ter-
rorism, DoD hasrelied upon the reserve componentsto



W2 ———
Reserve Components’

Budget by Appropriations
{5 millions)

| Fyod | Fyos | Froe

Military Personnel

Reserve’ 7842 TO9129 | B,2053

Mational Guard® T.874.5 B 5326 89,0281
Operation and Maintenance

Reserve’ 54530 | 56493 | 59347

National Guard” 89788 | 89132| 62338
Military Construction

Reserve’ 1959 269.2 4922

National Guard” 534.5 6847 2308
' Reserve includes Army, Mavy, Marine Corps, Air Foroe
# Mational Guard moludes frmy and Air Foroe
Saume: Dol Fnancial Summary Tabves FY 2006, Pad Il

meet force requirements at home and in the theaters of
operation. DoD has mobilized more than 36 percent of
the Selected Reserve.

Thedemandsfor certaintypesof unitshave beenvery
high, whilethe demandsfor other typesarelow or nonex-
istent. For example, thedemand for Army artillery and air
defenseunitsislow, whilethedemand for military police
and transportation unitsishigh.

Based on the demands and the future security envi-
ronment, DoD hasinitiated actionsto rebalancetheforce.

Rebaancinginvolvesincreasing the unitsand person-
nel skillsthat havebeenin high demand and reducing those
that have beeninlow demand. Rebaancing gppliesto both
the active and reserve components.

Thereserve componentsare essentia to theoverall

capability of DoD.
FACILITIES

TheFY 2006 budget includes $7.7 billion for Mili-
tary Construction (up 26 percent over FY 2005) and
$4.3 billion for Family Housing (up by nearly 4 per-
cent). TheMilitary Construction (MILCON) fundsand
about half of the Family Housing funds are investment
dollarsthat are used to provide quality work and living
facilitiesfor servicemembers, their familiesand the DoD

civilianworkforce. Subsetsof thispriority includefa-
cilitiesand housing.

DoD operatesfacilitiesat 6,000 |ocationswith more
than 600,000 buildingsand structures (most in the United
Satesbut many in other countriesaround theworld). DoD’s
facilitiesare essential for producing force capability—
facilities support individual and collective training,
mobilization and deployment, sustaining operationsvia
reachback and resetting theforce after deployments.

Facilitiesa so are placeswhere servicememberswork
with their DoD and contractor civilian counterpartsand
whereservicemembersandtheir familieslive.

Seetable 30 for funding data.
W 3 ———
Military Construction
and Family Housing
(S millions " )
| Fro4 | Fros | Fyos
Military Construction
ATy 1.8 26 20
Mawy 1.4 1.2 1.2
Air Force 1.8 14 1.4
Defensewide 1.0 08 3.1
Total MILCON 6.1 6.1 T.7
Family Housing Operations
Army 10434 | 8277 | B128
Mawy Bd1.3 054 5H3T
Air Force 8231 gE48| TE5.0
Defensewide 494 495 45.4
Subtotal) 2,757.2 | 2,547.4 | 2219.9
Family Housing Construction
Army 2979 | 6151 496
Mawy 143.7 | 1268| 2189
Air Forcea B17.6 | B01.8|1.251.1
Defensewide 0.3 0.0 0.0
Subtotal| 1,069.5 | 1,543.7 | 2,019.6
Total Family Housing® | 3,816.7 | 4,091.1 | 4,239.5
' Nurmbers may not add due to rounding.
? Excludes Department of Defense Family Housing Improvement
Fumnd
Source: Deparimant of Dedfenss Financal Summary Tahles Fy0, Parf 1
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TheFY 2006 budget continuestheinitiative begunin
FY 2001 to replaceolder buildings. Previoudy, DoD fa-
cilitieswerereplaced, i.e., recapitalized, at an average of
onceevery 192 years. Thedepartment’sgoal isto reduce
recapitalizationto arate of 67 yearsby FY 2008. Recapi-
talization isimportant because older facilitiesoften are
inadequate, consume greater amounts of resourcesto op-
erate and require both increasing and more expensive
maintenance.

Theoperation and maintenance costsfor facilitiesother
thanfamily housing areincluded in the O& M appropria-
tions. In FY 2006, facilitiesmaintenanceisfunded at 92
percent. The operation and maintenance costsfor family
housing areincluded inthe Family Housing gppropriations.

Military Congtruction

Military Constructionincludes separate accountsfor
Army, Navy, Air Forceand Defense agencies, for NATO
infrastructure and for construction costs associated with
base closures. The primary purposefor thefundsismajor
construction; themgjority isfor constructioninsidethe
United States.

FY 2006 construction fundsincrease by 26 percent
over FY 2005. Although DoD construction dollarsin-
crease, the Army amount is 23 percent lessthan in FY
2005. All of theincreaseisinthe Defensewide activities.

Family Housing

The Family Housing appropriationsinclude both
construction and operations. In FY 2006, 52 percent of
Family Housing dollarsarein the operationsaccountsand
48 percent in the construction accounts. The operating
accountsaredown from FY 2005 by nearly 13 percent;
the construction accountsare up by nearly 31 percent.

DoD ownsmorethan 300,000 military housing units.
Thegoal istorenovatefamily quartersona35-year cycle.
Thebudget includes$2.2 billion for operating and main-
taining DoD family housing units and $2 billion for
congructing new units, improving the DoD family housing
inventory and supporting housing privatization wherefea-
sible. The FY 2006 budget €liminates 67,000 inadequate
housing units(out of atota of 136,000 government-owned
units) by 2007 and continuesthe movetoward eliminating
al inadequatefamily housing unitsworldwideby FY 2009.
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With congtruction fundslimited, the department isalso
pursuing other meansto achievethe 35-year renovation
god. TheHousing Revitalization Act of 1997 (which au-
thorizesusnglimited partnerships, making guaranteed | oans
and conveying DoD-owned property to Stimulate private-
sector participation) established a Family Housing
Improvement Fund (FHIF). The bottom lineisthat the
department isusing private-sector capital to replace con-
struction fundsto provide adequate housing. Withthe FY
2006 budget, privatization will result innearly 172,000
high-qudity family housingunits.

Servicemembersusetheir BasicAllowancefor Hous-
ing to make their rent payments to the private sector
deveopers.

DEFENSEWIDE PROGRAMS

The Defense budget includes anumber of specific
programs or appropriations. The most significant are
described below.

Environmental Restoration Program

The Defense Environmental Restoration Program
providesfor theidentification, investigation and cleanup of
contamination resulting from past DoD activities. Beginning
inFY 1997, Congress established five separate accounts:
onefor each military department, onefor Defenseagencies
and onefor Formerly Used Defense Sites (FUDS). The
Army actsasthe executive agent for the FUDS.

Seetable 31 for budget authority.

In addition to the restoration dollars shown in table
31, environmenta fundsto support compliance, pollution
prevention, conservation and environmentd technology are
inmilitary department and Defensewide budgets. These
other environmenta dollarsare embedded in various ap-
propriations, mostly in O& M but with someinRDT& E
and Military Congtruction. TheBaseRedignment and Clo-
sure portions of the Military Construction budgets often
includesignificant environmenta funds.

Drug Interdiction and CounterdrugActivities

This is a special appropriation that supports the
department’ sdrug interdiction and counterdrug activities
using reserve component personnd . Congressrestrictsuse
of thesefundsto that purpose.



W —

Environmental Restoration Program
(% millions ")

FYo4® FYDS FY0&
Army 0.0 399.9 407.9
Mavy 0.0 2B6.2 305.3
Air Foroe Q.Q 0G4 406.5
Defensewida 1.6 236 282
FUDS’ 0.0 265.9 221.9
Total 1.6 | 1,3520| 1,369.8

! Mumbers may not add dus to rounding

? ERP funds are executed within Operation and Maintanance
appropriabons and da not ehaw up separalely in pregr-year
sopcubion reports; Defensewide amount represents
diffarence between appropristion and amount transfammad
[bess than amounl approprated)

'Fa rmerly Used Defense Siles

Sourpe: Daparimant of Defense Financial Summarny Teblas FYOE, Part |

Intheyear of execution, the DoD transfersthefunds
to the reserve components and in particular to the Na-
tiona Guard, who participatein anumber of counterdrug
programsin cooperation with law enforcement agencies.
Therefore, nodollarsaredisplayedinthe prior-year col-
umn. Seetable 32.

W 32—

Drug Interdiction and Counterdrug
Activities Defense Program
(& millions)

FY04* | FYO5 | FYD6
Total Obligational Authority —| 9065 &895.7

* P04 appropriation adjusted for translers oul; therefone zeng
Total Obligational Authority'Budget Authonty'Outlay totals
Sowrce: Dol Financial Summarny Tabdas FY 2006, Part 1

Chemical Destruction Program

The Chemica Agent and Munitions Destruction Pro-
gramidentifiesfundsfor the completedisposa of theU.S.
chemical stockpile, including chemica weaponsand any
other chemical warfarematerias. The Army isthe execu-
tive agent and program manage.

Inthe past, aspecia DoD appropriation provided the
fundsfor thedestruction of chemica agents, munitionsand
any other chemicd materidsnot inthestockpile Thebudget
now identifiesthefundinginthe RDT& E, Procurement
and O& M appropriations. However, the program ex-
ecutionisin Procurement for funding and accounting.
Seetable 33.

W 33—
Chemical Agents and Munitions

Destruction Program
(% millions " )

FY04 FY05 FY06
ROT&E’ 251.9 202.5 478
Pracuremant 8.2 8.8 116.5
Q&M 1,168.2 | 10888 1.241.5
Total 1,500.3 1,371.2 1.405.8

" Mumbers may not edd due 1o rounding.

! Research, Davelopment, Test and Evaluation.
! Operation and Maintenance.

Sowrce: Dol) Fnancla! Summary Tables FY 2008, Par ?

Thetask of digposing thetota stockpileof some 30,000
tonsaof chemicd agents, involving about 3.3 million wegp-
onsand storage vessdls, hasbeen technologically difficult
and subject to much controversy with respect to saf ety
and assurance of doing thejobinarisk-freeway.

Base Realignment and Closure

Thefirst round of Base Realignment and Closure ac-
tionsbeganwiththe Defense Base Redignment and Closure
Act of 1988 (Public Law 100-526). Thiswasthefirst of
four rounds of BRAC (occurring in 1988, 1991, 1993
and 1997) that resulted in closing 97 DoD baseswithin
the United States.

Congressauthorized the convening of another BRAC
Commissionin FY 2005. DoD hasaready submitted its
recommendationsto the BRAC Commission. The com-
mission will submit its own recommendations to the
President and Congressin September 2005; if both ap-
provetherecommendationsinther entirety, implementation
will beginin FY 2006.

At the DoD budget hearings before the House A p-
propriationsCommittee, Subcommitteeon Military Qudlity
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of Lifeand VeteransAffairs, the Under Secretary of De-
fense (Comptroller) reiterated the President’s Budget
proposal for $1.9 billiontoimplement BRAC 2005 deci-
sonsinFY 2006. DoD estimatesthat it will start realizing
morethan $7 billioninannua savingsby 2012.

Both Congress and DoD recognize that unneeded
basesand facilities cost taxpayershillions of dollarsannu-
aly inoperationd funds. However, thebasesand facilities
are sources of employment and, often, substantial con-
tributorsto thelocal economies. Therefore, baseclosures
areaways contentious. However, the BRAC experience
clearly demonstratesthat eliminating excessivefacilities
freesup money for other priorities.

The combination of BRAC and the Global Defense
Posture Review will provideasolid foundation for adjust-
ing domestic and overseasbasing decisions.

MANAGEMENT AND REVOLVING FUNDS

DoD uses management and revolving fundsto con-
duct certain business-likeactivities. A revolving fundisan
account that collects money from customersfor goodsor
servicesand retainsthat incometo financeits continuing
operations. Therevolving fund recyclesitsincometo pay
for itsown operations.

Using afund generally providesmoreflexibility, re-
sponsivenessand stability over theappropriationsprocess.
Also, fundstypicaly involvelesscomplex financeand ac-
counting requirements, particularly when two or more
appropriationsareinvolved.

Thecorpusof afund usually receivesinitia financing
from Congress and subsequently receives appropriated
dollarsintermittently to restore depl eted capital or to ex-
pand thefund. Otherwise, the revolving fund produces
something or provides suppliesor aservice and receives
reimbursement from customers. Thosefundsareretained
to financefuture operations.

The Defense Working Capital Funds (formerly the
Defense Business Operations Fund, or DBOF) arethe
most significant in DoD, although there are anumber of
lesser revolving and management fundsfor control and
financia accounting purposes.

DefenseWor king Capital Funds

The Defense Working Capital Funds, establishedin
1996, include the Army Working Capital Fund, Navy
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Working Capital Fund, Air Force Working Capital Fund
and the Defensawide Working Capital Fund.

Themilitary servicesand the Office of the Secretary
of Defense determinethe scope of their Working Capital
Fundsto best meet aparticular requirement. Theactivities
of thefour Working Capital Fundsinclude some mix of
theactivity groupslisted below:

e supply management,

e depot maintenance,

* ordnance,

e informationsarvices,

e commissary operations,

e printingand publications,

* trangportation,

» financid operations,

o didribution depots,

*  research and development (Navy),

e indugtrid plant equipment services, and
» defensereutilization and marketing service.

A sample of someof the activitiesthe Defensewide
Working Capital Fund financesarethe operations of the
Defense L ogisticsAgency, Defense Financeand Account-
ing Service, Defense Commissary Agency, Defense
Information ServicesAgency and Joint Logistics Systems
Center commercia and support-typeactivities.

Each Working Capital Fund operateson abresk-even
basisover the budget cycle. Each Working Capital Fund
establishesactivity group ratesto recover full costsand to
adjust for prior-year operating results. Grosssalesare 23
percent of the DoD budget in FY 2006.

Seetable 34 for gross salesdata.
MAKING DOD MORE EFFECTIVE

DoD recognizesthat transforming itsbusiness prac-
ticesisjust ascritical astransforming military capabilities.
Therefore, thedepartment is pursuing an ambitious plan
to overhaul its management processesand systems. The
FY 2006 budget includesanumber of management initia:
tives for making DoD more effective. In addition, the



W 3L ———
Defense Working Capital Funds

Gross Sales
(& millians*)

Fyo4d FY05 FYDE&

Army 14,198,3 15,2941 13,484 .3
Mawy 243088 | 237563 | 247809
Air Force 20,2659 | 276021 27,7691
Defensewide 333678 | 344008 351849
Total 101,231.8 | 101,143.3 | 101,238.2
* Mumbers rray not sdd dwe bo rounding

Source: Dol Ay Navy and Air Fovce Justification Matanals

department expectstoidentify andimplement future man-
agement initiativesfrom the Quadrennial Defense Review
(QDR) 2005.

Quadrennial Defense Review 2005

The Quadrennial Defense Review will consider the
current and likely strategic environment, including thewar
onterrorismand astate of continuouswar; set thedefense
prioritiesandidentify the capabilitiesfor bringing decisve
military power to thebattlefield rapidly; and introduce sub-
stantiveinnovationsto DoD businessprocesses. DoD is
using six Integrated Project Teams (1 PTs) to accomplish
thereview. Theteamsandtheir focusare:

* |PT #1: Capability Mix —examineissuesthat are
expected to affect force structure and modernization
plans.

* |PT #2: Joint Capability Enabler s—examineca-
pabilities not championed by any single service but
essentid totransformthe U.S. military, such asairlift,
sedlift, logistics, C4I SR, information technology and
intelligence.

* |PT #3: Roles Missonsand Or ganizations—ex-
amine the distribution of roles and missions and
organizationa issues.

* |PT #4: Manning and Balancing the For ce—ex-
amine personnel issues, education and training, and
human capitd drategy.

* |PT #5: Business Practices and Processes — ex-
amineacquistion procedures, Planning, Programming,

and Budgeting (PPB) processes and other manage-
ment practices.

* |PT #6: DoD Authorities—examineaspectsof U.S.
Codethat might haveto be changed to alow the Pen-
tagon to implement proposed changes to the U.S.

military.
Transforming Business Practices

Transfer of Background Checkstothe Officeof Per-
sonnel M anagement. DoD and the Office of Personnel
Management signed aM emorandum of Agreement for the
permanent transfer of gpproximately 1,800 DoD employ-
eesto OPM inearly 2005. Theemployeesaugment OPM’s
contractorsto perform the personnel background investi-
gationsrequired for federal employment and for granting
security clearancesfor federa civil servantsand military
and contractor personnel.

Military-to-Civilian Conversions. Between FY 2004-
06, theDoD will convert 38,000 military postionstocivilian
positionsand reassign the military personnel to higher-pri-
ority military units, which increasesthepool of available
unitsfor deploymentsand relieves some of the stresson
the current pool of units.

National Security Personnel System. In November
2003, Congress passed legidation granting DoD the au-
thority to establish anew civilian personnel management
system, the Nationa Security Personnel System (NSPS),
toreplacetherigid civilian pay schedule with pay bands
and performance-based pay.

The budget advancesimplementation of the National
Security Personnel System. TheDoD planistoimplement
thefirst phases of NSPSwith theinitial conversion of
300,000in FY 2006.

Adopting Best Practices

DoD depotsare adopting best practicesfromthe pri-
vate sector to save money and improve their ability to
maintain our military’sequipmen.

DEFENDINGAMERICA—NOW
AND INTHE FUTURE

The eventsinthe opening yearsof thiscentury have
proven that Americahas enemieswho want to and are
willing to harm America. These enemies are more

41



dangerousthen before becausethey strikewithout warn-
ing, they strike at ordinary people—men, women and
children—and they use whatever meansthey canto ter-
rorize society. Theterroristsareanon-statesalliance of
individuass, they useunconventiona means, they areadapt-
able, and they arewilling to continue their hostile acts
indefinitely.

Theworld continuesto be adangerous placefor the
United Statesand itsallies, and it will remain so for the
foreseeablefuture. The budget recognizesthenationa se-
curity environment and chalenges—and dsothelikdy lack
of apeer stateto challengethe United States—intheearly
decades of the 21st century.

The DoD budget continuesthe aggressivetransfor-
mation of the department to produce the capabilitiesfor
continuous operations agai nst unconventional enemies.
Transformationinvolvesal aspectsof defense—doctrine,
tactics, organizations, capabilities, management and busi-
NESS Processes.

Transformation includesrestructuring theforcesand
adding new capabilitiesto al the servicesfor warfighting
and for homeland defense. Transformation also involves
rebalancing theforcesby increasing theunitsand person-
nel skillsthat arein high demand. Boththegloba posture

and BRAC redlignmentsbetter support theagility and re-
spongvenessof thetrandformationd forces. Trandformation
of materid capabilitiesisextensveandimpressive, eg., it
includesthe Future Combat Systemsfor theArmy, ad-
vanced aircraft systems across the services, and the
development and procurement of several types of un-
manned systems. Transformation asoincludesprivatization
of family housing to producelarge quantitiesof high-qual-
ity units

The DoD budget request of $421.1 billionin budget
authority (anincrease of 4.8 percent over FY 2005, anda
cumulativeincrease of nearly 32 percent over FY 2001,
the pre-9/11 budget®) and $426.3 billionin outlaysisde-
signed to accomplish thisand much more. The Defense
budget isasizeable sumin absolutetermsandinrelation
tothefederal budget—the FY 2006 outlaysare 46 per-
cent of discretionary spending for the entire federal
government.

Thebudget identifiesvariousinitiativesto control and
reduce costs and provide the taxpayerswith the best de-
fensepossble. Thebudget baancesimmediateforce needs
with the devel opment of future enhancementsand pro-
posestheresources necessary to produce the best trained,
best equipped and most capablemilitary intheworld.

® The President’s Budget presentsthe administration’srequest for funds; what isenacted will differ, and what isenacted initially may

change with supplemental and recessions in subsequent acts.
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