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The President’s Budget for Fiscal Year 2006 includes
a request for $98.6 billion in FY 2006 and $110.1 billion
in FY 2007.10  The budget provides the Army with the
Total Obligational Authority to accomplish its mission of
providing forces and capabilities to combatant command-
ers of joint forces to deter aggression or, if deterrence
fails, to defeat America’s enemies.

The Army Budget for FY 2006 recognizes the post-
9/11 security environment and the demands placed on
America’s Army. The nation and its Army, as part of the
joint force, are engaged in a Global War on Terrorism to
defeat America’s enemies. In this war, the enemy uses non-
traditional means, conducts terrorist operations worldwide
with a total disregard for human life, and is not a nation-
state with territorial assets. This produces a great deal of
uncertainty about the enemy and the threat. It also sug-
gests a security environment that is quite different from
that of the previous century, and, unfortunately, is likely to
continue for the foreseeable future.

The Army Budget prioritizes resources for the forces
fighting and winning the war and for the transformation of
the Army as mandated by the current and foreseeable se-
curity environments. Successful transformation requires
understanding, planning, resources and implementation. The
Army Budget includes resources for continuing near-term
transformation to support the Army in the GWOT and for
long-term transformation to provide essential capabilities
for future national security.

The Army, as part of the joint force, is conducting
warfighting operations in Iraq and Afghanistan, as well as
operations in some 120 other countries. However, the Army
Budget for FY 2006 does not include funds for conduct-
ing the warfighting operations—those funds will be in a
supplemental budget request. The rationale for warfighting
operations in a supplemental request is described below:

• Congress does not appropriate funds that may or may
not be required by the requesting department or orga-
nization. One reason for this policy is the fact that if
Congress appropriates funds for possible require-
ments, such an action may result in denying funds to
another department that has a firm requirement.

• The scope of “current operations” in a future year is
contingent upon the situation at that time. This uncer-
tainty about the future situation and therefore the
requirement during budget preparation and submis-
sion, some 15 months before the beginning of the year
of execution, makes justifying funding too uncertain.

• Therefore, budget proposals for warfighting opera-
tions in a future year are within the policy restriction.
The Army Budget does not include funds for warfighting
operations in a future year. Rather, the President sub-
mits a supplemental budget request when the scope of
the operations allows for a more definitive budget pro-
posal.

The Army Budget includes funding for organizing, re-
cruiting, equipping, training, supplying and maintaining the
force; for construction, maintenance and repair of facili-
ties; and for mobilizing and demobilizing units. This is the
statutory mission of the Army as stated in Title 10, United
States Code (USC).

In his testimony to the House Armed Services Com-
mittee hearings accompanying the budget, the Secretary
of the Army discussed four overarching and interrelated
strategies, along with 20 implementing initiatives:

In order to accomplish our mission of providing
the necessary forces and capabilities to the Com-
batant Commanders in the support of the National
Security and Defense Strategies we have devel-
oped and are executing four overarching and

THE ARMY BUDGET

10 Includes Base Realignment and Closure ($0.1 billion); Environmental Restoration, Army ($0.4 billion); and Army Working
Capital Fund ($0.1 billion).
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interrelated strategies supported by 20 different
initiatives. Transformation is ingrained in all of these
strategies as well as in all of the supporting initia-
tives. These strategies are:

• First, providing relevant, ready landpower to
the combatant commanders;

• Second, training and equipping our Soldiers
to serve as warriors and growing adaptive
leaders;

• Third, attaining a quality of life for our Sol-
diers and their families that matches the quality
of their service;

• And finally, providing the Infrastructure to en-
able the force to fulfill its strategic roles and
missions.11

The Secretary went on to say that he and the Chief
of Staff of the Army (CSA) are confident that the Army
base budget with supplemental “can accomplish [the
Army’s] mission and reach the strategic goal of being
ready and relevant both today and tomorrow.”

The Army Budget for FY 2006 is essentially the
same as that submitted in FY 2005 and about 5 per-
cent higher than that submitted in FY 2004. However,
the FY 2004 budget grew 49 percent with the passage
of the supplemental request for the warfighting opera-
tions in Iraq and Afghanistan. For FY 2005, a small
supplemental was enacted and a larger supplemental is
still being considered by Congress, but will likely in-
crease the initial budget submission by more than 50
percent. See table 35.

The budget summary in table 35 gives rise to vari-
ous observations. First, the Army Budget submissions
for FY 2005 and FY 2006, i.e., the basic budgets, are
essentially the same. The FY 2006 budget includes both
pay raises and inflation, and therefore has less in pro-
gram dollars. The Army’s total budget, which includes
the supplemental(s) for current operations, differs sig-
nificantly from the basic budget. If the war on terrorism
continues at about the same level of operation in FY
2006, the budget proposal will require a significant
supplemental.

NOTES:

• Total Obligational Authority refers to the sum of
Budget Authority for a given fiscal year plus un-
obligated balances from prior years, offsetting
collections and transfers that are available for ob-
ligation in the fiscal year. All departments actually
manage budget execution using TOA.

• Unless otherwise noted, all dollar amounts and
analyses in this chapter are in terms of TOA.

• The tables and figures in this section generally pro-
vide dollar data across three or more fiscal years.
Budget data across a series of fiscal years are in
current dollars, i.e., then-year dollar, unless spe-
cifically noted otherwise.

• A Glossary of Budget Terms is at the final section
of this document.

INTRODUCTION

Budget documents are planning documents that de-
scribe future actions and related resources. In the public
sector, the executive requests future funding for specific
actions from the legislature. The President’s Budget, a
comprehensive plan for every department of the Execu-
tive Branch of the federal government, describes objectives,
programs and actions along with a request for related re-
sources. As part of the President’s Budget, the Army

11 Secretary of the Army Francis J. Harvey, Opening Statement (As Prepared), Before the House Armed Services Committee, Honor-
able Francis J. Harvey and General Peter J. Schoomaker, Washington, D.C., 9 February 2005.
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Budget requests resources for specific actions in future
fiscal years using the congressionally mandated data struc-
ture, e.g., appropriation, budget activity, program, function,
component and many other types and levels of detail.

The Army budget presents the integration, balancing
and prioritizing of funding data for activities, functions and
programs for the next fiscal year—or the next two fiscal
years when the first is an even year, e.g., FY 2006. The
various data provide decision support information for the
authorizing or appropriating committees of both houses
of Congress. When appropriate, the funding authority
often includes restrictions on the use of the various types
of money.

Army Goal and Budget

The Army’s goal is to provide ready and relevant forces
to meet both immediate and future national security needs.
For the GWOT and the challenges of the 21st century, a
ready and relevant Army requires capabilities not gener-
ally anticipated before the 9/11 attacks. The Army
recognizes that the national security challenges require con-
tinuing the intellectual and organizational transformation
begun for the GWOT.

 The Army Budget continues to advance the goal by
providing for aggressive restructuring:

• from a force designed for contingency operations in
the post-Cold War era

• to a modular force designed for continuous opera-
tions.

This budget balances immediate force needs with the
development of future force enhancements. The principal
themes for accomplishing this are to:

• generate and sustain a force to prevail in the Global
War on Terrorism;

• transform and improve Army capabilities:

o restructure to a modular design

o rebalance active and reserve forces

o stabilize units

o improve effectiveness and identify efficiencies;

• recruit and retain the all-volunteer force;

• accelerate promising technology to improve force pro-
tection and to enhance fighting capability;

• repair, reset and recapitalize equipment.

The American Soldier—trained and motivated—is the
key to the Army forces and systems. The budget empha-
sizes manning the force, taking care of Soldiers and families
and sustaining the quality of the force through training,
equipping and leadership development.

The readiness of Army units is essential for maintain-
ing responsive forces capable of conducting warfighting
operations whenever and wherever in the world. Readi-
ness requires training, mobility and sustainment. The budget
retains the Army’s commitment to funding ground operat-
ing tempo (OPTEMPO) and flight training for the units not
participating in Operation Iraqi Freedom (OIF) or Op-
eration Enduring Freedom (OEF). However, with the
uncertainties of rotational deployments and therefore the
units available for readiness training, the Army took some
risk with readiness. The Army plans to evaluate these units
during the year of execution and mitigate any risks to readi-
ness, as necessary.

Army installations are power-projection platforms,
essential to maintaining the premier Army in the world.
Soldiers work, train, mobilize and deploy from installa-
tions, reaching back to them for support in wartime;
Soldiers and their families live on or near installations. The
Army Budget provides for selective maintenance of and
improvements to this infrastructure.

Transformation initiatives are focusing on organizing,
equipping and training Soldiers for the current fight and on
producing the premier land force for the future. In response
to the current war, the Army continues to adapt to meet
the threat, and to identify and accelerate technical and
materiel solutions.

The Future Combat Systems program continues to be
the materiel centerpiece of the transformation of the Army.
In July 2004, the Army restructured the FCS program to
accelerate fielding of crucial capabilities to the current force
while continuing to work to develop the full FCS capabil-
ity. The acceleration for the current force involves spiraling
the most promising technologies into the force much faster
than was previously programmed. This includes providing
the current force with advanced capabilities from 18
manned and unmanned ground and air platforms that are
linked through a network. This linkage brings unprec-
edented situational awareness and understanding.
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In addition, the Army is pursuing two programs to re-
spond to current warfighting needs:

• The Rapid Fielding Initiative (RFI), which focuses on
filling individual Soldier equipment shortfalls quickly
by fielding commercial off-the-shelf technology rather
than waiting for the standard acquisition process to
address the shortages; and

• The Rapid Equipping Force (REF), which focuses on
providing operational and technical solutions to the
combatant commanders’ requirements more quickly
than through the normal acquisition cycle. Many of the
REF initiatives address force protection requirements
for Soldiers; examples include robots, unmanned aerial
vehicles (UAVs) and methods to counter improvised
explosive devices (IEDs).

The Army Budget reflects a balancing of resources for
current operations, readiness, individual development and
quality of life for Soldiers and for research, development
and acquisition for transformation of the future force. The
Army is balancing resources within and across appropria-
tions to ensure that it will be ready to advance the nation’s
security in peace and war, now and in the decades ahead.

ARMY BUDGET AND TRENDS

Congress requires that the President’s Budget include
financial data on the prior and current fiscal years as well
as the proposal for the next fiscal year. Congress requires
this data in terms of appropriations and a great deal of
other detail within the appropriations.

A review of this multiyear data in terms of dollars or
percentages provides insights. However, any multiyear
review requires consideration of what is included in the
dollars for the various fiscal years. The prior-year execu-
tion data column of the President’s Budget, e.g., FY 2004,
includes substantial supplemental dollars that cannot be
disaggregated from other execution-year dollars. The cur-
rent-year dollars for FY 2005 include initial, limited
supplemental funds that are displayed separately. The bud-
get proposal for FY 2006 does not include funds for
contingency operations because the Army was uncertain
of the scope of the operation when preparing the budget.

Therefore, multiyear trend data may be misleading with
supplemental funds for contingency operations in some
years and not in other years.

Budget by Appropriation Grouping

Appropriations are the consolidations of funds for like-
type functions. The three components of the Army—active
Army, Army National Guard and Army Reserve—have
some similar appropriations that are sometimes bundled
into appropriation groupings for overall consideration,
i.e., Military Personnel , Operation and Maintenance,
and Military Construction. The groupings provide an
overview of how Army funds are distributed among ap-
propriation functions.

See table 36 for appropriation groupings for the Army’s
FY 2006 budget.

In peacetime, the Army’s Military Personnel appro-
priations consume the largest amount of dollars followed
by Operation and Maintenance; traditionally the two equal
nearly 70 percent of the entire budget. In wartime, the
O&M expenses for supporting and sustaining the troops
exceed MILPERS, as is evident in the FY 2004 column,
which includes the supplemental for warfighting operations.
Using the FY 2004 data as a model, the O&M group for
FY 2005 and FY 2006 will require substantial supple-
mental funding.

Appropriation Grouping Percentages

A comparison of funding data using percentages in-
stead of actual dollars provides insights into the relative
growth and reductions. An important baseline for a
multiyear percentage comparison is the FY 1989 budget,
which was the last year of the Cold War and does not
include supplemental dollars for a war. Interestingly, a com-
parison of the FY 1989 actual and FY 2006 budget
proposal (which does not include warfighting operations)
reveals a similar distribution among appropriation groups.
Note also that the Defense Working Capital Fund and the
Environmental Restoration Army appropriations, which
consume .5 percent of the current budget, did not exist in
FY 1989. See figure 6.

Figure 6 presents relative dollar data at two points
in time. However, the Army budget trend from the end
of the Cold War in 1989, except for Operation Desert
Storm in 1991, was downward until 2000. The budget
was reduced by about 34 percent in the 1990s in real
terms, i.e., after adjustments for inflation and mission
changes. The Army’s endstrength was similarly reduced
between FY 1989 and FY 2000. Active Army military
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strength decreased by 38 percent, reserve component
endstrength decreased by 28 percent and the civilian
workforce decreased by about 47 percent.

After the reductions of the 1990s, the dollars and
endstrengths were leveling off in 2000. The 9/11 attacks
and the subsequent GWOT reversed the funding trend.
The FY 2003 budget, with supplemental appropriations,
was more than 25 percent higher than FY 2001 and FY
2002 levels. The FY 2004 budget with supplemental ap-
propriation was 10 percent greater than the FY 2003
budget. The FY 2005 budget supplemental is still pend-
ing, so the final amount is uncertain.

Army Appropriations

The Army appropriations, listed below, are discussed
in the subsequent paragraphs.

• Military Personnel, Army

• Reserve Personnel, Army

• National Guard Personnel, Army

• Operation and Maintenance, Army

• Operation and Maintenance, Army National Guard

• Operation and Maintenance, Army Reserve

• Aircraft Procurement, Army

• Missile Procurement, Army

• Procurement of Weapons and Tracked Combat Ve-
hicles, Army

• Procurement of Ammunition, Army

• Other Procurement, Army

• Research, Development, Test and Evaluation, Army

• Military Construction, Army

• Military Construction, Army National Guard

• Military Construction, Army Reserve
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• Family Housing Construction, Army

• Family Housing Operations, Army

• Chemical Agents and Munitions Destruction, Army

• Environmental Restoration Fund, Army

• Defense Working Capital Fund, Army

NOTE: In addition, the Army receives specifically al-
located funds for Base Realignment and Closure.

Budget Process Overview

In the 1960s, the Department of Defense initiated a
Planning, Programming and Budgeting System (PPBS) to
establish a deliberate, sequential process for integrating
the various program and resource decisions from across
the military departments. The concept was to go from long-
term and general planning, to mid-term and programmatic,
to near-term and appropriation-functional level of detail.
In the 1980s, the Army explicitly added Execution to the
title to emphasize the equal importance of reviewing the
actual use of the budget data for management insights.

In the past 40 years, the Army and DoD systems have
changed a great deal and, arguably, have become too

bureaucratic and nonresponsive for the current security
environment. The Secretary of Defense initiated the Joint
Defense Capabilities Study (Aldridge Study) in 2003 and
is implementing actions to improve business processes
within the department. The budget formulation process
produces data and reports required by Congress, and these
will probably not change. The internal process for pro-
ducing the data may change.

The budget process involves bringing together the stra-
tegic objectives and programs decisions within budget
funding controls. The DoD budget controls have their roots
in the dollar guidance from OMB. DoD distributes the
guidance, or controls, among the services—including the
Army—and the DoD agencies.

The Army and other federal departments prepare their
budgets using the appropriation structure. The Army sub-
mits its budget proposal to the Office of the Secretary of
Defense (OSD) for concurrent review with OMB. As ap-
proved, the Army budget becomes part of the federal
budget the President submits to Congress in February.

The Congressional Budget Office controls the federal
budget. The various appropriation and authorization com-
mittees and subcommittees of Congress review the budget
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proposal within the controls and make their recommenda-
tions. Ultimately, the House and Senate form a joint
committee to reconcile the differences for approval by
both chambers. If all works according to the schedule,
Congress sends appropriation acts to the President be-
fore the beginning of the fiscal year on 1 October. However,
if an agreement on the budget has not been reached by
1 October, Congress passes a Continuing Resolution Act,
which allows the departments to continue to operate within
stipulated restrictions.

When Congress provides and the President signs the
appropriation acts into law, then the Treasury, DoD and
next the Army receive funds for execution. Funds are pro-
vided by appropriation and carry restrictions. For example,
funds generally cannot be moved across appropriations
without prior congressional reprogramming approval, and
various appropriations expire at the end of one, three or
five fiscal years.

Budget Documents

The Army’s budget is a formidable document, or more
accurately, a formidable set of many documents that in-
clude a great deal of data. The many documents with their
many different internal forms are complex. There are about
25 documents at the Army website with perhaps 10,000
pages of detail.12 This chapter peels away some of the com-
plexity by organizing the review for the reader.

The chapter begins with a discussion of the overall
budget and subsequently examines appropriation, selected
programs and functional data. This review should help the
reader understand the Army’s intention as well as the re-
source proposal.

ARMY LAND FORCES

The Army provides land forces to the joint team in
support of the National Security and Defense Strategies.

Quadrennial Defense Review and Defense Strategy

After the end of the Cold War, the initial assumption
was that the defense establishment could be reduced. In
the mid-1990s, after some years of drawdown, Congress
directed the Secretary of Defense to conduct a compre-
hensive examination of national defense strategy, force

structure, force modernization, infrastructure and defense
policy, programs and budget plans. This became the first
Quadrennial Defense Review in 1997.

The QDR set the strategy and the force-sizing guid-
ance that was implemented by the services. The second
QDR was completed in 2001—after 9/11—and set the
strategy and the force-sizing guidance for the next four
years. The GWOT and the extended national security en-
vironment, along with DoD transformation, also significantly
influence the FY 2006 budget. The GWOT and the na-
tional security environment are also influencing the next
(third) QDR that will be completed later in 2005. The 2005
QDR will be a driver in the next budget.

The 2005 QDR expresses four goals—to which the
Army contributes—for DoD:

• Assure allies and friends;

• Dissuade future military competition;

• Deter threats and coercion against U.S. interests; and

• If deterrence fails, decisively defeat any adversary.

The 2005 QDR also discusses DoD strategy for pur-
suing the defense goals (the Army provides land forces for
implementing the defense strategy):

• Defend the United States and project U.S. military
power;

• Strengthen alliances and partnerships;

• Maintain favorable regional balances; and

• Develop a broad portfolio of military capabilities.

The 2005 QDR will certainly take into account the
GWOT and the related security environment that suggests
a protracted war and the blurring of the distinctions be-
tween war and peace. DoD and the Army have applied
these lessons in the FY 2006 budget.

Army Implication

The Army contributes strategic landpower to each
element of the strategy. Land forces are essential for wrest-
ing control of land and people from hostile forces. Land
forces, as operations in Iraq and Afghanistan demon-
strate, are essential for restoring civilian control in a hostile

12 FY 2006–2007 Budget Materials, available online at http://www.asafm.army.mil/budget/fybm/fybm.asp.
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environment. Forward presence elsewhere in the world is
a significant contributor to stability, and land forces make
unique contributions to homeland security as well.

The Army recognizes that to implement the Defense
strategy successfully in this dangerous security environ-
ment, it must transform its capabilities. The Army must be
more expeditionary, joint, rapidly deployable and adap-
tive; it must possess the capacity to be successful across
the entire range of military operations from major combat
to post-conflict stability. The Army must provide ready
and relevant forces to meet the challenges of the 21st cen-
tury. This requires continuing the  intellectual, organizational
and equipping transformation.

The Army is responding by aggressive restructuring
forces:

• from a design for contingency operations in the post-
Cold War era

• to a modular design for continuous operations.

Army Forces

The Army consists of the active component (AC), the
reserve component (RC), i.e., U.S. Army National Guard
and U.S. Army Reserve forces, and the civilian work force.

In prior years, a discussion of the Army forces began
with the quantity of the corps, active component and Na-
tional Guard divisions, armored cavalry regiments and
enhanced Separate Brigades in the National Guard. The
types and quantities of these units were a general way of
expressing the capability of the Army. As evidenced in the
FY 2006 budget, this is no longer the case.

Initiative: Modular Force

The Modular Force Initiative is one of nine initiatives
under the Army Strategy, providing relevant and ready
landpower to combatant commanders. The Army strat-
egy and the harsh realities of the strategic environment are
driving the most significant redesign of forces in the past
50 years. The redesign began in FY 2004, and the scope
and pace of the changes over the next few years is un-
precedented.

The Army is converting from a division-centric struc-
ture to a modular brigade combat team structure, i.e., the
brigade combat teams (BCTs). The FY 2006 budget

supports the aggressive conversion of the Army to 43 BCTs
by the end of the fiscal year. Each new modular brigade is
a stand-alone, self-sufficient and standardized tactical force
of 3,500–4,000 Soldiers. The BCTs are more rapidly
deployable, more capable of independent action and more
responsive to regional combat commanders.

In his testimony on the Modular Force before the
House Armed Services Committee , the Secretary of the
Army stated:

By larger, we mean that we will grow the Opera-
tional Army from 33 to 43 Brigade Combat Teams.
Let me note here that because the Brigade Com-
bat Team is a much more capable and powerful
unit, it is not particularly useful to only talk about
the mandated endstrength of the Army. It is more
useful to talk about the number of units as well as
the combat power of those individual units. Be-
cause, at the end of the day, it is the total combat
power of the Operational Army that counts.

Consequently, these brigades are more strategi-
cally responsive across the broad spectrum of
operations required by the 21st century security
environment. Furthermore, because of the stan-
dardization, a Heavy Brigade Unit of Action in,
say, the 3rd Infantry Division, will be exactly the
same as any other Heavy Brigade, thus aiding in
planning and logistics. Additionally, we are devel-
oping standardized Support Brigades and higher
headquarters.

This transformational effort will result in a force
with a number of key advantages. First, there will
be a 30 percent increase in our active component’s
combat power by 2007, an increase from 33 to
43 Brigade Combat Teams as I previously stated.
Second, the number of useable Brigade Combat
Teams in the rotational pool will be increased from
48 to 77. Third, the headquarters will be joint-
capable and organized the way it will operate in
theater. Fourth, future network-centric develop-
ments can be readily applied to the modular force
design. Finally, and very importantly, when com-
plete, modularity in combination with rebalancing
the type of units in both the Active and Reserve
Components will significantly reduce the stress on
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the force because of a more predictable rotational
cycle for all components of the force, coupled with
a much longer dwell time at the home base.13

To generate additional military personnel for the BCTs
and the operational forces, some military billets will be
converted to civilian jobs in institutional parts of the Army.

Initiative: Rebalancing Active and Reserve Compo-
nent Units and Skills

Rebalancing is another of the nine initiatives under the
Army Strategy, providing relevant and ready landpower
to combatant commanders. During the past 30 years, the
Army deliberately assigned responsibility for certain ca-
pabilities to the reserve component, e.g., about 66 percent
of combat support and 72 percent of combat service sup-
port in general, and 98 percent of civil affairs and
psychological operations in particular. As the current and
foreseeable security environment suggests, the active com-
ponent needs more of certain capabilities for early
deployment, and the reserve component needs more of
some types of units and fewer of others.

The ultimate objective is to increase infantry and high-
demand units in the active component and reduce the need
to immediately mobilize reserve units. Therefore, the Army
is rebalancing the mix of units between and also within the
components to generate a relevant and versatile force for
the GWOT and future threats.

The Army is addressing high-demand unit shortages
first, e.g., military police, military intelligence, Special
Forces, chemical civil affairs and psychological operations.
Approximately 30,000 force structure spaces across all
components will be affected initially, and more than
100,000 positions will be altered between FY 2004 and
FY 2009.

Initiative: Stabilizing Soldiers and Units

Stabilizing is a third of the nine initiatives under the
Army Strategy, providing relevant and ready landpower
to combatant commanders. Stabilizing involves both the
way the Army assigns Soldiers to units and the manage-
ment of the force structure for deployments.

In general, Soldiers will be assigned to their posts for
greater periods of time compared to the typical tour lengths

today, and Soldiers’ assignments to BCTs will be synchro-
nized with the operational cycle of the unit.

As the number of BCTs in the force increases, the
operational cycles of the units should be more predict-
able, with the goal being one deployment every three years
for the active component and one deployment every six
years for the reserve component. After a deployment, the
unit will be in a “reset” status for a year or more and then
will be in the pool of ready forces for potential deploy-
ment for some number of years.

For the warfighting mission, the combination of the
longer time at a post and the predictability of deployments
should foster more training proficiency and unit cohesion.
For the quality of life for Army families, the stability and
predictability should allow more opportunity for deeper
roots within a community, continuity of schooling and health
care, home ownership and employment.

Forces Engaged in Operations

The Army is conducting operations in Iraq, Afghani-
stan, and some 120 other countries around the world today
and anticipates similar operational levels in FY 2006. As
part of the joint and coalition team, the Army is conducting
wartime operations in Afghanistan and Iraq, and peace-
time operations with allies and friends around the world.
As a result of the war and worldwide commitments, cur-
rent organizations, systems and facilities are and will
continue to be stressed.

The Army is executing:

• homeland defense operations (Operation Noble
Eagle);

• stability and support operations in the Balkans (Stabi-
lization Force/Kosovo Force);

• peacekeeping operations in the Sinai as part of the
Multinational Force and Observers (MFO);

• combat operations in Afghanistan and elsewhere (Op-
eration Enduring Freedom) and in Iraq (Operation
Iraqi Freedom); and

• peacetime operations in forward-stationed locations
including Korea, Europe and elsewhere.

13 Secretary of the Army Francis J. Harvey, Opening Statement (As Prepared) of Honorable Francis J. Harvey and General Peter J.
Schoomaker Before the House Armed Services Committee, Washington, D.C., 9 February 2005.
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Endstrength

Endstrength refers to the number of personnel spaces
authorized by Congress and the actual number of Sol-
diers and civilians in the Army at a point in time. Both
authorized and actual endstrength are managed for each
of the components: active Army, Army National Guard,
Army Reserve and Army civilians. However, budgets and
appropriations for people are clearly identifiable for only
the military components and not the civilian component.

During the 1990s, endstrength for each of the compo-
nents was reduced and each reached new, lower levels by
FY 2000. The FY 2006 budget proposes endstrengths
consistent with those levels—482,400 in the active Army,
350,000 in the Army National Guard, 205,000 in the Army
Reserve and 233,000 civilians.

See figures 7, 8 and 9 for endstrength trends for the
active, reserve and civilian components from the end of
the Cold War to the proposals for FY 2006.

NOTE: The FY 1989–2004 numbers are actual
endstrength, the FY 2005 numbers are authorized lev-
els, and the FY 2006/07 numbers are proposed in the
President’s Budget submitted to Congress.

The actual endstrength of the active Army is currently
about 650,000, which includes 30,000 in emergency au-
thorizations and about 140,000 mobilized Army National
Guard and Army Reserve Soldiers.

PERSONNEL BUDGETS

The MILPERS group of appropriations includes all
military pay and allowances, i.e., Military Personnel, Army
(MPA), National Guard Personnel, Army (NGPA) and
Reserve Personnel, Army (RPA). Civilian pay is not cen-
tralized in a single appropriation; the majority is in Operation
and Maintenance appropriations, but some is included in
eight other appropriations.

Military Personnel

The MILPERS appropriations are single year-spe-
cific and centrally managed. The appropriations include
funds for pay and allowances, benefits and incentives, sub-
sistence and permanent changes of station for Soldiers.
Entitlements, overseas strength and numbers of married
Soldiers also impact on these appropriations.

Military Personnel appropriations for the active Army,
Army National Guard and Army Reserve are summarized

in table 37. These appropriations comprise about 42 per-
cent of the Army Budget request for FY 2006 prior to any
supplemental; civilian pay comprises an estimated 16 per-
cent more of the Army budget.

All the military pay appropriations include a 3.1 per-
cent pay raise in FY 2006, effective on 1 January 2006.

Military Personnel, Army for FY 2006 includes the
following:

• 26.4 percent for officer pay;

• 57.1 percent for enlisted pay;

• >1 percent for cadet pay;

• 4.5 percent for subsistence of enlisted personnel;

• 3.6 percent for permanent change of station (PCS)
travel;

• >1 percent for other military personnel costs; and

• 7.4 percent for the Medicare-Eligible Retiree Health
Fund Contribution.

Substantial portions of MPA are for the Basic Al-
lowance for Housing ($3.9 billion), military retired pay
accrual ($4 billion) and the Medicare-Eligible Retiree
Health Fund Contribution ($2.6 billion). The Basic Allow-
ance for Housing maintains zero out-of-pocket housing
costs for military personnel living in nongovernment hous-
ing, which as recently as 2001 was 18 percent of the cost
for private housing.

The National Guard Personnel, Army appropriation
for FY 2006 finances the costs to train, educate and pre-
pare Army National Guard military personnel for their
federal missions:

• This includes basic pay, incentive pay, basic allow-
ances for subsistence and housing, clothing, tuition,
education benefits, travel and per diem, other pay and
allowances, permanent changes of station, hospital-
ization and disability, death gratuities, retired pay
accrual, the government’s share of FICA (Federal In-
surance Contributions Act, better known as Social
Security contributions), schools, (e.g., career devel-
opment, refresher training, pilot training, military
occupational specialty qualification training, new equip-
ment training) and special training including missions
to support combatant commanders’ initiatives to re-
duce Army personnel tempo (PERSTEMPO).
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• Additionally, the NGPA appropriation supports home-
land defense efforts by providing Active Guard and
Reserve (AGR) members for the Ground-Based
Midcourse Defense (GMD) mission, and Soldiers for
55 Civil Support Teams (CSTs) and 12 Chemical,
Biological, Radiological, Nuclear and Explosive
(CBRNE) Enhanced Response Force Package
(CERFP) teams. At least one CST is in each state and
territory as directed in the FY 2003 National Defense
Authorization Act. The final 11 Civil Support Teams,
established in FY 2005, are on track for certification
by 30 September 2007. The 12 CERFP teams con-
sist of 78 members, 80 percent Army National Guard.

These Soldiers are members of M-day (the first
day of mobilization) units with the weapons of mass
destruction (WMD) response mission as an addi-
tional duty. The CERFP teams respond following
CSTs and before the full federal response. The
teams provide capabilities for casualty extraction,
casualty decontamination, limited medical triage and
security.

• The NGPA appropriation includes a reduction in
Annual Training (AT) and Inactive Duty Training
(IDT) due to mobilization. Through FY 2005, the
budget includes Defense Health Program Accrual
(DHPA); subsequently, it displays the Medicare-
Eligible Retiree Health Fund Contribution.

The FY 2006 NGPA is distributed as follows:

• 30.6 percent ($1.9 billion) for unit and individual
training paid drill strength;

• 19.4 percent ($1.2 billion) for the Medicare-Eli-
gible Retiree Health Fund Contribution;

• 4.8 percent ($0.3 billion) for school training;

• 3.2 percent ($0.2 billion) for special training;

• 38.7 percent ($2.4 billion) for administrative sup-
port; and

• 3.2 percent ($0.2 billion) for education benefits.
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The Reserve Personnel, Army appropriation for FY
2006 finances pay, benefits and allowances for Army
Reserve Soldiers while on Annual Training, while perform-
ing Inactive Duty for Training (weekend drills), while
on active duty for school training, special training and
special work, and payment for participation in Military Fu-
neral Honors.

• The appropriation also provides funding for 15,270
Army Reserve members serving on active duty in an
Active Guard and Reserve status. The AGR Soldiers
provide full-time support that enables Army Reserve
units to achieve readiness.

• The RPA also provides funds for the Health Profes-
sions Scholarship Program (HPSP), the Chaplain
Candidate Program (CCP) and College First Program.
The budget request fully funds most programs, but it
contains a measured/calculated risk in the funding lev-
els for Inactive Duty for Training of Troop Program
Units (TPUs).

The FY 2006 RPA appropriation is distributed as
follows:

• 32.5 percent ($1.3 billion) for unit and individual training
paid drill strength;

• 17.5 percent ($0.7 billion) for the Medicare-Eligible
Retiree Health Fund Contribution;

• >.1 percent ($0.02 billion) for Individual Mobilization
Augmentees (IMAs) and mobilization training;

• 5.0 percent ($0.2 billion) for school training;

• 37.5 percent ($1.5 billion) for administrative support;

• 5.0 percent ($0.2 billion) for special training; and

• 2.5 percent ($0.1 billion) for education benefits.

Civilian Personnel Pay

Civilian personnel compensation, unlike military per-
sonnel pay, is in the various appropriations where the civilian
employees work. The Army Budget for FY 2006 includes
about $15.6 billon for civilian compensation—nearly 16
percent of the budget. The civilian component includes
both direct and indirect hires (direct hires are employees
on the Army’s payroll, and indirect hires are individuals
who work for the Army but are on the payroll of other
organizations, e.g., a host nation).

The Army Budget for FY 2006 includes 233,000
civilian employees who work in the following
appropriations:

• Direct hires:

o 54.5 percent (127,000) in Operation and Main-
tenance, Army (OMA);

o 12 percent (28,000) in Operation and Mainte-
nance, Army National Guard (OMNG);

o 5.2 percent (12,000) in Operation and Mainte-
nance, Army Reserve (OMAR);

o 7.7 percent (18,000) in Research, Development,
Test and Evaluation (RDT&E);

o 2.1 percent (5,000) in Military Construction
(MILCON);

o 0.4 percent (1,000) in Family Housing; and

o 10.7 percent (25,000) in Defense Working Capi-
tal Fund.

• Indirect hires:

o 6.9 percent (16,000) in OMA; and

o 0.4 percent (1,000) in Other.

Nearly 72 percent of all Army civilians (direct and in-
direct hire) are in the O&M group—OMA, OMNG and
OMAR. The Army civilian workforce brings knowledge,
skills and experience to ensure continuation of operations.
Army civilians work side-by-side with Soldiers in more
than 50 countries. Army civilians are essential to the readi-
ness of the force and the sustainment of operations in the
United States and overseas. Attracting and retaining dedi-
cated and quality civilian employees is both challenging
and essential.

Pay Rates

The Army’s budget for FY 2006 includes a military
pay raise of 3.1 percent and a civilian pay raise of 2.3
percent beginning on 1 January 2006. Military compensa-
tion is the major factor in the MILPERS appropriations;
civilian compensation is a major factor in the O&M group
of appropriations. Therefore, pay-raise rates are basic in-
dicators of how much those appropriations will increase
over time. Figures 10 and 11 show the military and civilian
pay raise rates since 1987.
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OPERATION AND MAINTENANCE

The Operation and Maintenance appropriations sup-
port readiness by funding:

• ground and air operating tempo;

• institutional and collective training;

• recruiting;

• mobilization operations;

• installation management;

• logistics; and

• servicewide support.

O&M also supports programs that benefit Soldiers’
families and includes pay and benefits for 72 percent of
the Army’s civilian component.

In FY 2006, the O&M appropriations account for 32
percent of the Army Budget; by comparison, O&M ap-
propriations with the supplemental dollars for the GWOT
in FY 2004 account for 44 percent of Army expenditures.
A comparison of FY 2006 and FY 2005 O&M budget
appears to show no change, but FY 2006 includes real
reductions when pricing adjustments, e.g. inflation and pay
raises, are considered. The reductions are for future effi-
ciencies from an examination and reengineering of existing
processes and from reductions in OPTEMPO related to
unit rotations.

A substantial portion of O&M goes toward preparing
for warfighting readiness, i.e., OPTEMPO. The
OPTEMPO strategy focuses on those units not partici-
pating in Operation Iraqi Freedom or Operation Enduring
Freedom. The highly dynamic environment creates uncer-
tainties about rotational deployments, but units preparing
to deploy, deployed and returning from deployments are
not available for readiness training. Therefore, the Army
took some risk in OPTEMPO based on rotations and will
evaluate these units during the year of execution and miti-
gate, as necessary, any risks to readiness.

The O&M group includes three appropriations:

• Operation and Maintenance, Army (OMA) for the
active component;

• Operation and Maintenance, Army National Guard
(OMNG); and

• Operation and Maintenance, Army Reserve (OMAR).

The O&M appropriations include four Budget Activi-
ties (BAs):

• BA1, Operating Forces;

• BA2, Mobilization;

• BA3, Training and Recruiting; and

• BA4, Administration and Servicewide Support.

The active Army OMA uses all four BAs, but the
reserve component appropriations use only BA1 and
BA4. O&M appropriation, BA and subactivity data are
in table 38.

Operation and Maintenance, Army (OMA) Overview

 The OMA budget reflects the Army’s commitment to
focus resources on warfighting capabilities and value-added
functions and to maximize efficiency. The appropriation
supports active Army ground OPTEMPO at an overall
rate of 850 training miles and a flying hour program at
13.1 flying hours per crew per month.

Overall, the FY 2006 budget includes a $761.3 mil-
lion increase for pricing adjustments (e.g., inflation and pay
raises) and a $734.4 million decrease in programmatic
adjustments. A large part of the decrease is for savings
from the examination and business reengineering initiatives
of existing processes, rather than broad decrements to
programs. The Army may require congressional action to
implement some of these initiatives.

The OMA budget supports modularity through the
military-to-civilian conversion initiative. The budget also
supports ongoing operations in Kosovo but relies on a
supplemental for OIF and OEF.

Budget Activity 1, Operating Forces

The BA1 includes $15.3 billion or 15 percent of the
entire Army Budget—more than most appropriations. The
amount of the budget and the significance of the activities
to the Army’s mission require a substantial discussion of
this Budget Activity. The Operating Forces BA includes
three budget activity groups:

• Land Forces—provides resources for distinct facets
of the operating forces (e.g., divisions, corps combat
forces, corps support forces and echelon above corps
forces) and special force-related training activities (i.e.,
Combat Training Centers, or CTCs).
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• Land Forces Readiness—includes key activities es-
sential to operational readiness, such as depot
maintenance, participation in joint exercises and com-
bat development.

• Land Force Readiness Support—provides for infra-
structure maintenance and support, management
headquarters, unified command support and special
activities of the operating forces to include contingency
operations.

The BA1 supports OPTEMPO and readiness-related
initiatives, i.e., the Army Modular Forces Initiative, Rapid
Fielding Initiative (e.g., improved protection for Soldiers)
and the aviation restructure. The budget reduces both
ground and air OPTEMPO funding by 15 percent be-
tween FY 2005 and FY 2006 to support other
readiness-related initiatives. The OPTEMPO reduction
relates to a decrease in both ground and air training
events due to nonavailability of units participating in OIF
and OEF, i.e., units preparing to deploy, deployed or
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recovering from deployment and not available for training
events. The Army will evaluate the units’ training during
the execution year to reassess and mitigate risks to readi-
ness as necessary.

• Ground OPTEMPO encompassing actual miles driven
for home station training (HST) and Combat Training
Center rotations, as well as virtual miles associated
with using simulators, such as the Close Combat Tac-
tical Trainer (CCTT) and the Unit Conduct of Fire
Trainer (UCOFT). The mileage metrics for the active
Army in FY 2006 are 765 live miles (HST and CTC)
and 85 virtual miles (CCTT and UCOFT) for a total
of 850 miles.

• Flying Hour Program continues to be funded to achieve
recent historical execution levels of 13.1 live flying
hours per aircrew per month (h/c/m) for the active
component.

The budget supports a rigorous annual program of
tough, realistic combat training with Combat Training Cen-
ter rotations:

• 11 brigade rotations (10 active component and one
Army National Guard) through the National Training
Center;

• 11 brigade rotations (nine active component and two
Army National Guard) through the Joint Readiness
Training Center; and

• four brigade rotations through the Combat Maneuver
Training Center.

The Battle Command Training Program will conduct
three Corps Warfighter exercises and train seven division-
level command and staff groups. Additionally, the Army
will provide the same realistic combat training for five at-
tack aviation battalions through the Joint Air Ground Center
of Excellence program. This program is executed in Eu-
rope (Victory Strike Exercise) and at the Western Army
National Guard Aviation Training Site.

Other programs grew with the reduction and redistri-
bution of OPTEMPO, including:

• improvements in force protection and survivability
for Soldiers through RFI sustainment and improved
Organizational Clothing and Individual Equipment
(OCIE) ($123.0 million);

• moving maintenance workload from tactical units to
depots and/or contractors through the use of Con-
tractor Logistics Support (CLS) contracts ($95.6
million);

• air and ground systems Class IX repair parts ($72.7
million);

• improvements in the Army’s capability to train modu-
lar brigades, commanders and their staffs through the
CTCs and Battle Command Training Program (BCTP)
($31.7 million); and

• Flying Hour Program (FHP) restructuring that increases
the number and mix of pilots and aircraft in aviation
units ($27.7 million).

The FY 2006 budget includes five deep-attack rota-
tions for AH-64 Apache helicopter battalions at the Joint
Air Ground Center (JAGC); the goal is six deep-attack
rotations per year to provide all AH-64 battalions with the
same tough, realistic combat training every two years.

Critical Training Enablers funding increases by $140.7
million from FY 2005 to FY 2006. This includes a variety
of upgrades, improvements and enhancements to individual
ranges at the five Army Training Centers (ATCs) where
basic training takes place and supports Army Modular
Forces and the Task Force Soldier (TF Soldier) initiative.

BA1 increases funds for management and maintenance
of land associated with strengthening combined/joint
warfighting training capabilities to meet combatant com-
manders’ ground force needs, to support pre- and
post-mobilization training by the reserve component, and
to support the expansion of 10 brigade combat teams and
the addition of two Stryker Brigades by FY 2006.

The FY 2006 budget expands operational capabilities
for the Guardian Brigade/CBRNE Command by $35.1
million. The CBRNE operational headquarters provides
technical operations to detect, identify, assess, render safe,
dismantle, transfer and dispose of CBRNE incident de-
vices/materials/unexploded ordnance (UXO), and/or
improvised explosive devices (IEDs).

BA1 provides funds for developing the Future
Force. In FY 2006, the U.S. Army Futures Center will
validate science and technology priorities, spiral suc-
cessful technologies into the current force, lead future
force experimentation and synchronize and integrate
Army capabilities with joint, interagency and multina-
tional capabilities.
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This activity includes funds for essential improvements
to mission-critical command and control communications
in support of the high tempo of ongoing global military
operations. Improvements include systems such as Se-
cure/Nonsecure Internet Protocol Router Network
(SIPRNet/NIPRNet), mission-specific voice and data cir-
cuits and related engineering and installation. Improvements
also include support of worldwide server consolidation, in
conjunction with the Global Information Grid Bandwidth
Expansion (GIG-BE) program. Additionally, the funding
procures commercial satellite airtime to augment military
satellite capacity, ensuring uninterrupted support to ongo-
ing operations.

The Depot Maintenance Program increases by $200
million from FY 2005 to FY 2006 but is funded at 73
percent of requirement. The Depot Maintenance
requirements continue to grow with the continual and harder
operational flying and driving, and with training under more
realistic conditions. The Recapitalization (RECAP)
program, to bring equipment to a zero-mileage state,
continues to be a major driver of the Depot Maintenance
Program and remains fully funded in FY 2006, although
the number of systems budgeted in Operation and
Maintenance decreases from 11 to 10 in FY 2006 because
the High-Mobility Multipurpose Wheeled Vehicle
(HMMWV) program transfers to the Procurement
Appropriation.

As the Army becomes a modular force, technical sup-
port of the systems currently used by the Soldier must be
sustained. Sustainment Systems Technical Support (SSTS)
pays for the sustainment of 48 additional transitioning
weapon systems, based on Army decisions to accelerate
fielding of items that directly support mobility, deployment
and sustainment.

Installations are platforms for projecting military power,
supporting tough, realistic training and providing support
to Soldiers, their families and civilians. The budget focuses
on four essential installation management tasks: (1) pos-
turing crucial installations as power-projection platforms
with robust reachback capabilities; (2) adjusting installa-
tion support to meet the needs of an Army at war; (3)
providing the required infrastructure to support training
and mobilization of active and reserve component Sol-
diers; and (4) supporting the well-being of Soldiers and
their families.

The budget also supports the Army’s long-term fo-
cus to transform its installations into quality Information
Hubs, Combat Preparation and Sustainment Support
Centers, Deployment Platforms and Secured Holistic Com-
munities. The activity provides Base Operation Support
(BOS) for the day-to-day operations of Army installa-
tions at 71.6 percent of requirements; and Sustainment,
Restoration and Modernization (SRM) for the sustainment,
renovation and modernization of facilities on installation at
91 percent of requirements. Within SRM, the budget pro-
vides 91.3 percent of facilities sustainment requirements.
BOS and SRM together comprise a network of integrated
support services that directly impact Soldier readiness and
quality of life.

Additionally, BA1 provides funds to support the cost
of repositioning units as a result of the Integrated Global
Presence and Basing Strategy (IGPBS) and, beginning in
FY 2005, BA1 includes funds for day-to-day operations
of forces deployed to Kosovo.

Budget Activity 2, Mobilization

BA2, Mobilization, accounts for less than 2 percent
of O&M at $0.36 billion in FY 2006, down from $0.41
billion in FY 2005. Although small, mobilization remains
essential to Army deployment capability. Most of the funds
are for Strategic Mobilization (69.5 percent), with almost
all of the balance in Army Prepositioned Stocks (28 per-
cent), and only 2.5 percent in Industrial Preparedness.

• Strategic Mobilization provides the capability to im-
mediately deploy a combat-capable brigade along with
a warfighting division and associated force structure
to any emergency crisis worldwide. This subactivity
group includes the activation and upload of large, me-
dium speed roll-on/roll-off (LMSR) ships for the
prepositioned afloat set and container procurements.
This subactivity group also funds the Oman Access
and the Bahrain Lease for critical storage space. Over-
all, the Army Power Projection Program (AP3)
decreases by $60 million in FY 2006. This program
decrease is primarily the result of two ships being taken
out of service and the elimination of maintenance costs
for stocks that will not be used in current operations.

• The Army Prepositioned Stocks (APS) subactivity
group represents the Army’s capability to power-
project brigade and unit sets, operational projects
and sustainment supplies, immediately from the
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continental United States (CONUS), Europe, South-
west Asia, South Korea, Japan or Hawaii to trouble
spots anywhere in the world. The Army Prepositioned
Stocks Program decreased $4 million due to reduced
cost of Care of Supplies in Storage (COSIS) and re-
duced cyclic maintenance cycles of ships.

• Industrial Preparedness finances industrial analysis to
help the Army obtain end item and repair part support
(excluding ammunition), and weapon system acquisi-
tion. Industrial Preparedness Operations decreased
by $4.7 million due to the elimination of one-time FY
2005 congressional increases for Industrial Mobiliza-
tion capacity and for the purchase of specialty
containers.

Budget Activity 3, Training and Recruiting

BA3, Training and Recruiting, proposes $3.5 billion in
FY 2006, up from $3.3 billion in FY 2005. This BA in-
cludes three activity groups:

• Accession Training—produces trained Soldiers and
officers to meet force structure requirements;

• Basic Skill and Advanced Training—produces tech-
nically competent leaders; and

• Recruiting, Other Training and Education—ensures
recruiting quality Soldiers and provides continuing edu-
cation for Soldiers and civilians.

The Senior Reserve Officer Training Corps (SROTC)
produces more than 70 percent of all U.S. Army officers
through scholarships and other support. In FY 2006, the
Army consolidates all SROTC scholarships under one
account, transferring funds from the Operation and Main-
tenance Accounts of the Army National Guard and the
Army Reserve along with funds from Reserve Personnel,
Army to facilitate the management of the SROTC schol-
arship program.

Increases in FY 2006 include:

• $59.1 million for the Defense Language Institute (DLI)
to achieve greater proficiency across the force, to re-
duce the backlog of students awaiting language
instruction, and to establish a four-week crash course
for servicemembers prior to deployment;

• $46.9 million increase in flight training for changes to
the Program of Instruction at the Aviation Center and

School (part of the Army Aviation Flight Training Tran-
sition program), along with reducing the size of the
student backlog for flight training and training for over-
water flight emergencies;

• $65.1 million in the Basic Skill and Advanced Training
subactivity group for increases in demand for repair
parts resulting from increases in student throughput and
the aging of parts and equipment. The development of
training doctrine and materials for the Warrior Ethos
curriculum in Initial Entry and Noncommissioned Of-
ficer Education System (NCOES) training also drives
this increase.

• $51.7 million for the Army’s Civilian Intern Program
to bolster its entry-level programs in anticipation of
projected losses to the civilian workforce due to re-
tirements beginning in FY 2006.

Budget Activity 4, Administration and Servicewide
Support

BA4, Administration and Servicewide Support, pro-
poses $6.1 billion or 24 percent of all OMA. This BA
includes four activity groups:

• Security Programs—supports intelligence and secu-
rity efforts through the National Foreign Intelligence
Program and the Joint Military Intelligence Program;

• Logistics Operations—supports movement of Army
materiel worldwide and manages end items, ammuni-
tion and logistics support activities;

• Servicewide Support—provides for Army Manage-
ment Headquarters Activities, the Army Claims
program, the Defense Finance and Accounting Sys-
tem (DFAS), telecommunications, information systems,
personnel programs and commissaries; and

• Support of Other Nations—fulfills the U.S. commit-
ment to the North Atlantic Treaty Organization
(NATO) and supports combatant commanders’ se-
curity cooperation strategies.

The Global War on Terrorism requires deployments
and sustainment of operations over great distances,
simultaneously, in multiple locations, at a fast pace and
over a long and indeterminate period of time. This type of
operations requires a CONUS-based virtual-combat
infrastructure to provide real-time support to active Army,
Army National Guard and Army Reserve units. BA4
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provides funds for centralized programs, including the
CONUS-based virtual-combat infrastructure.

Communication and connectivity are essential for the
virtual-combat infrastructure, interoperability and ma-
neuverability—and to the success of the Army Modular
Force. The budget provides for key readiness enablers
for the war and knowledge-based future force, including
satellite communications, long-haul communications, the
“Connect the Logistician” program computer security and
consolidation initiatives such as a single Microsoft Enter-
prise Agreement.

The Sustainment System Technical Support (SSTS)
program provides vital engineering and technical support
to postproduction weapon systems. This service is a ma-
jor readiness factor as the Army modifies and enhances
the existing inventory of equipment. Conventional Ammu-
nition Management increases relate directly to increases in
combat and training requirements

Army Contracting Agency increases reflect the growth
generated by two current pressures: the Global War on
Terrorism and the President’s Management Agenda push
to outsource. These two pressures increase the num-
ber, size and complexity of CONUS-based contracting
activities.

OMNG Overview

The Operation and Maintenance, Army National Guard
(OMNG) appropriation provides for the needs of Army
National Guard Soldiers both on and off the battlefield.
OMNG provides for the day-to-day operational and readi-
ness training activities of Army National Guard forces in
the 50 States, the Commonwealth of Puerto Rico, the U.S.
Virgin Islands, the Territory of Guam and the District of
Columbia. The FY 2006 budget leverages resources to
enhance units, training, and warfighting and homeland se-
curity capabilities.

The Army National Guard is and will remain engaged
in state missions, homeland defense and security, and mul-
tiple and extended overseas deployments. The goal is to
have about 25 percent of each state’s Army National Guard
force engaged in the warfight, another 25 percent training
to replace those already deployed, and at least 50 percent
available to the governors for state missions. Additionally,
the goal is to have no more than one substantial deploy-
ment every six years for Army National Guard Soldiers.

To achieve these goals, the Army National Guard is
rebalancing forces nationwide to more evenly distribute
the burden and to enhance capabilities in each state. Ad-
ditionally, the Guard is focusing on readiness—the result
of adequate resources to train and relevant training to pro-
duce reliable and accessible forces—which is paramount
to accomplish the mission.

The Army National Guard is also creating 12 CBRNE
Enhanced Force Response Packages (CERFPs). These
CERFPs will have civil support teams trained to detect
chemical, biological and nuclear agents; ground combat
personnel to be used for security missions; engineers trained
for search and rescue missions; and medical units equipped
to perform mass decontamination and triage. In addition,
the Guard’s weapons of mass destruction Civil Support
Teams operate daily in civilian communities, providing
emergency response when needed. These CSTs have the
communications technology capability to communicate
immediately with local, state and federal agencies.

OMNG provides funding in two Budget Activities:
BA1, Operating Forces, and BA4, Administrative and
Servicewide Activities.

Budget Activity 1: Operating Forces

The Operating Forces funds support the same three
subactivity groups as the OMA: Land Forces, Land Forces
Readiness and Land Forces Readiness Support
OPTEMPO. Ground OPTEMPO decreases slightly (2
percent) from FY 2005 to FY 2006 in recognition of the
significant number of Soldiers and units mobilized and
deployed, i.e., “CONOPS (Concept of Operations) Off-
Set.” Current funding is at 96 percent of requirements.

• The Ground OPTEMPO mileage metrics in FY 2006
are 190 live miles (HST and CTC) and 57 virtual miles
(CCTT and UCOFT) for a total of 247 tank miles.

• The Air OPTEMPO program increases 18 percent
from FY 2005 to FY 2006 but is funded at only 78
percent of requirements. The revised funding is based
on Army leadership decisions and supports 7.6 hours
per crew per month versus the Combined Arms
Training Strategy (CATS) of 9.9 hours per crew per
month. Mobilization of Army National Guard aviation
units beginning in FY 2003 reduced the home station
flying hours requirement; but modernization and trans-
formation drive up the cost of home station training.
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Readiness increases from FY 2005 to FY 2006 in-
clude $9 million in critical Training Enablers that support
Army Modularity with the Task Force Soldier initiative.
This increase is a result of the additional operation and
maintenance costs to execute training and a variety of up-
grades to training ranges.

Institutional Training increases from FY 2005 to FY
2006 by $24 million. The majority of this increase sup-
ports the Army Distance Learning Program for courseware
development for Military Occupational Specialty Quali-
fied (MOSQ) courses.

The Depot Maintenance Program increases by $40
million, or 79 percent of requirements, from FY 2005 to
FY 2006, with the majority of the growth supporting Tac-
tical Wheeled Vehicle Maintenance in direct support of
Army Modular Forces transformation. The Army National
Guard depot maintenance program is based on a “repair
and return to user” premise as opposed to an equipment
maintenance “float” system. Unlike the active component,
the Army National Guard does not have a quantity of
selected end items authorized to use as immediate replace-
ments by units when critical equipment is returned to the
depot for repair.

For the past several years, risks taken in the budget
for Base Operations Support resulted in funds migrating
from other mission-essential programs to cover basic
services during the year of execution. Between FY 2005
and FY 2006, BOS increases by $60 million (10 percent)
plus other redistributions for 73 percent of requirements,
as follows:

• $26 million for contracted security guards to replace
Soldiers for protection of personnel and facilities at
designated critical installations;

• $7 million for Soldier well-being initiatives in the areas
of Family Programs and Child and Youth Develop-
ment Services, including a new program to provide a
child-care cost stipend to offset the difference between
civilian child-care costs and the cost of using child-
care services on an active duty installation;

• $19 million for Base Communications and Audio
Visual;

• $19 million in Base Operations (BASOPS);

• $23 million in Real Property services; and

• a decrease of $35 million in the Environmental Pro-
gram as part of the Assistant Chief of Staff for
Installation Management’s (ACSIM’s) initiative to
transfer traditional environmental requirements (Con-
servation and Compliance) and their associated funding
to the responsible proponent.

Additionally, the Facilities Sustainment, Restoration and
Modernization program increases a modest $27 million (7
percent) from FY 2005 to FY 2006. This increase sup-
ports the Army National Guard’s Facilities Sustainment
program at 93.8 percent of validated requirements for
preventive maintenance of utility systems, exterior mainte-
nance of buildings, roof repairs and road repairs.

Budget Activity 4, Administrative and Servicewide
Activities

This activity provides funds for Staff Management,
Servicewide Communications, Manpower Management
and Other Personnel Support. The FY 2006 budget in-
cludes some increases in this activity.

The Army National Guard recruiting effort failed to
meet endstrength for the first time in eight years in FY 2004.
Additionally, the Guard failed to meet the accession goal
of a 50/50 ratio of non-prior service/prior service (NPS/
PS). The ratio was 65/35 NPS/PS with training of NPS
Soldiers straining limited Army National Guard resources.

The FY 2006 budget increases recruiting advertising
by $32.5 million (49 percent) to remedy the recruiting and
retention problems. The budget also provides $7.6 million
for recruiting support to provide command leadership
training geared toward monitoring unit attrition and devel-
oping viable courses of action to deter high attrition rates
in units returning from OIF and OEF deployments. The
budget also increases Tuition Assistance by $14 million
(71 percent) from FY 2005 to FY 2006; based on the
high cost of education, Soldiers see this as an important
benefit in their decision to enlist or reenlist.

The budget increases Base Information Manage-
ment by $7 million from FY 2005 to FY 2006. This
increase supports the information technology (IT) re-
quirements of the Army National Guard’s alternate, secure
sites that will be occupied during periods of national or
state emergencies as part of the Continuity of Opera-
tions Plan (COOP).
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OMAR Overview

The Operation and Maintenance, Army Reserve  ap-
propriation provides funds for operational, logistical,
administrative, engineering and management support for
the Army Reserve. This includes installation management,
maintenance of real property, record maintenance and
personnel support to retirees, veterans and their families.
The appropriation provides for civilian pay, information
systems, networks, telecommunications, supplies, fuel,
equipment and base operations support.

The FY 2006 OMAR budget request is $1.987 bil-
lion to support the force of 205,000 Army Reserve
Soldiers; this includes 11,621 civilian employees, 8,344
of them military technicians.

Funding is provided in two Budget Activities: BA1,
Operating Forces, and BA4, Administrative and
Servicewide Activities.

• BA1, Operating Forces, consists of the following Bud-
get Activity Groups (BAGs): Land Forces, Land
Forces Readiness and Land Forces Readiness Sup-
port. BA1 includes funds for Operations and Force
Readiness Support, Land Forces Systems Readiness
and Depot Maintenance, Base Operations Support,
Facilities Sustainment, Restoration and Modernization,
and Management and Operational Headquarters.

o BA1 is the primary readiness account providing
direct support funds for air and ground
OPTEMPO for POL (petroleum, oil and lubri-
cants), repair parts (Class IX) and depot level
reparables; and indirect by funding contractor ser-
vices and supplies. The BA also pays for travel
and transportation for units during training and for
maintenance and military technicians.

o BA1 also provides funding for Base Operations
Support and Facilities Sustainment, Restoration,
and Modernization activities that provide and main-
tain state-of-the-art, community-based installations
and training sites.

• BA4, Administration and Servicewide Activities, pro-
vides funds for Administration, Servicewide
Communications, Personnel and Financial Adminis-
tration, and Recruiting and Advertising.

Budget Activity 1: Operating Forces

The Operating Forces funds support the same three
subactivity groups as the OMA: Land Forces, Land Forces

Readiness and Land Forces Readiness Support
OPTEMPO. The funding level is essentially unchanged
from FY 2005 to FY 2006. The budget supports ground
OPTEMPO of 189 tank-equivalent miles and aviation at
6.4 live flying hours per aircrew per month.

The activity includes the transfer to the Army National
Guard of $46.4 million for Fort Buchanan, Puerto Rico,
and a number of increases and decreases. The largest dollar
increases include $31.5 million for Base Operations, $25.1
million for Depot Maintenance and $9.1 million for Medi-
cal and Dental Readiness. The greatest decreases include
$134.7 million for Business Reengineering, $58.6 million
for Land Forces Initiatives and $7.1 million for Real Prop-
erty Management.

Budget Activity 4, Administrative and Servicewide
Activities

This activity provides funds for Staff Management,
Servicewide Communications, Manpower Management
and Other Personnel Support. The FY 2006 budget con-
tains transfers, increases and decreases, including a transfer
out of $6.2 million for Senior ROTC Scholarships, an in-
crease of $4.9 million for Recruiting and a decrease of
$2.3 million for the Army Marketing Program.

RESEARCH, DEVELOPMENT AND ACQUISI-
TION

The Research, Development and Acquisition (RDA)
portion of the budget refers to equipping Soldiers and units
with superior materiel that provides the Army with combat
overmatch to defeat the enemy quickly, decisively and with
minimum casualties. Equipping the force is one of the key
elements of transformation.

During the decade after the end of the Cold War, a
commonly held view was that the nation had entered a
less threatening security environment and therefore could
reap a peace dividend. A part of the dividend was realized
from skipping a generation of material systems. Unfortu-
nately, the events of 9/11 radically altered the security
environment—and confirmed the Army’s decision to trans-
form its capabilities.

The overall capability of the U.S. Army—or any
army—is generated from a combination of various types
of capabilities. These start with the men and woman who
join the Army; the doctrine for dealing with the expected
and coping with the unexpected; the individual training and
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skill of the Soldiers and leaders; the equipment of Soldiers
and units; the collective training of the units as part of the
Army and joint team; and the sustainment of the force.
Clearly, these capabilities are interrelated.

The modernization and recapitalization program con-
tinues the transformation of the materiel systems to ensure
decisive and comprehensive full-spectrum ground combat
capabilities in support of the National Military Strategy.
The FY 2006 budget supports a fully integrated modern-
ization and recapitalization program, plus the following:

• continues research and development of the Future
Combat Systems, a strategically responsive and net-
worked system-of-systems that will ensure “position
advantage” over the enemy;

• spirals mature FCS capabilities to the current force in
two-year increments;

• includes funding to purchase Stryker vehicles for a sixth
Stryker Brigade Combat Team; and

• accelerates acquisition and fielding of Soldier items to
provide deployed troops the latest available equip-
ment, enhancing their combat capability.

Budget for Top Ten Systems

A small number of Army materiel systems account for
a great deal of the RDA dollars. The top 10 programs by

dollar value consume $9 billion, or 41 percent, of all Army
RDA, i.e., the sum of RDT&E and Procurement ($21.5
billion) in FY 2006. The RDA budget increased by $0.8
billion from FY 2005, but the amount for the top 10 in-
creased by $1.3 billion; i.e., the amount for the top 10
increased more than the RDA appropriations. In FY 2005,
the top 10 accounted for $7.6 billion, or 37 percent. The
top 10 RDA programs are listed in table 39.

The total dollars for all Army RDA is $21.5 billion, or
22 percent of the Army budget proposal for FY 2006; the
DoD RDA is 35 percent of the DoD budget. The Army
RDA portion of the Army budget is smaller than the DoD
RDA portion of the DoD budget. This suggests that sys-
tems development and acquisition is less dominant in the
Army than across DoD.

Army RDT&E increases slightly as a portion of DoD
RDA from 13.4 to 14 percent in FY 2006; however, Army
Procurement decreases slightly—from 15.3 to 15.1 per-
cent—as a percentage of all DoD Procurement.

Specific procurement and RDT&E data on each of
the top systems in the FY 2006 budget are in table 40.
While FCS is by far the most costly system, it is still in
RDT&E and not yet in Procurement.

The next two sections provide more information on
the Army Procurement and RDT&E budget requests.
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PROCUREMENT APPROPRIATIONS

The Army procurement appropriations support the
acquisition of material systems, in particular, transforma-
tional capabilities to meet current and future threats.

The procurement appropriations include five specific
appropriations:

• Aviation Procurement, Army

• Missiles Procurement, Army

• Weapons and Tracked Combat Vehicles Procure-
ment, Army

• Ammunition Procurement, Army

• Other Procurement, Army.

The five Army procurement appropriations include
$11.8 billion in FY 2006, or 11.9 percent of the budget; in
FY 2007, the total is $13.5 billion, or 12.3 percent of the
Army budget.

The funding profile for total Army procurement ap-
propriations from FY 1989 through the current budget
proposal is shown in figure 12.

The program dollars in figure 12 clearly show a sec-
ond year of reductions in procurement funding in FY 2006.
Even though the procurement appropriations are down,
the Army continues to make difficult choices to accelerate
the acquisition of technologies to reduce the risk to Sol-
diers in combat.

In July 2004, the Army restructured the Future
Combat Systems (FCS) program to accelerate
crucial capabilities to the current force while con-
tinuing to work to develop the full FCS capability.
By accelerating FCS, the most promising tech-
nologies will be spiraled into the force much faster
than previously programmed. FCS acceleration
will provide the current force advanced capabili-
ties, including 18 manned and unmanned ground
and air platforms linked through the network. This
linkage brings unprecedented situational aware-
ness and understanding. Adding these and other
technologies to the current force now reduces risk
to the front-line Soldier.14

The Army budget proposal for each procurement ap-
propriation is shown in table 41.

The distribution of procurement dollars among the five
appropriations does not significantly change between FY
2005 and FY 2006:

• 26 percent Aviation Procurement, Army—up from 23
percent in FY 2005;

• 10 percent Missiles Procurement, Army—down from
12 percent;

• 11 percent Weapons and Tracked Combat Vehicles
Procurement, Army—down from 14 percent;

• 14 percent Ammunition Procurement, Army—no
change; and

• 38 percent Other Procurement, Army—up from 37
percent.

However, only the Ammunition appropriation increases
between FY 2005 and FY 2006. The others are reduced,
with the Weapons and Tracked Combat Vehicles and
Other Procurement appropriations experiencing double-
digit reductions:

• -0.5 percent Aviation Procurement, Army;

• -2.4 percent Missiles Procurement, Army;

• -32.5 percent Weapons and Tracked Combat Vehicles
Procurement, Army;

• 8.6 percent Ammunition Procurement, Army; and

• -12.1 percent Other Procurement, Army.

Each Procurement appropriation includes budget ac-
tivities, such as,

• procuring end items, e.g., Apache Longbow Weapon
System;

• modifying existing systems, typically to enhance capa-
bility, reduce operating cost and extend system life,
e.g., upgrading engines for Kiowa Warrior OH-58D;

• acquiring spares, which are typically depot-level
reparables (DLRs); and

• improving facilities that support manufacture and
modifying systems.

Additionally, within each appropriation, systems are
identified by Budget Line Item Numbers (BLINs). A

14 U.S. Army News Release, Army Public Affairs, 7 February 2005, subject: The Army Budget – Fiscal Years 2006 and 2007.
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system may, in fact, be a system of systems, such as the
Army Data Distribution System (ADDS), which includes
three radio systems.

The next five subparagraphs provide information on
each of the Army procurement appropriations.

Aircraft Procurement, Army

The aviation appropriation includes the procurement
of aircraft, aircraft modifications, spares and repair parts,
and support equipment and facilities. The Army budget
requests more than $2.8 billion for FY 2006. The funding
profile for aircraft procurement since FY 1989, in current
dollars, is shown in figure 13.

The aircraft procurement appropriation includes the
acquisition of 41 Black Hawk helicopters ($510 mil-
lion) in FY 2006 and 45 in FY 2007; 10 Armed
Reconnaissance Helicopters ($70 million); and two new
and 21 remanufactured “F” model CH-47 Chinooks
($469 million).

This budget also provides for Apache upgrades/con-
versions to provide Target Acquisition Designation Sight
(TADS)/Pilot Night Vision Sensors (PNVS) and other
safety and reliability modifications ($684 million); 28 Light
Utility Helicopters (LUHs) ($108 million); and aircraft sur-
vivability equipment ($222 million).

See table 42 for Aircraft Procurement data including
budget activities and programs.
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The three-year trend is downward for missile procure-
ment, but it starts to grow in FY 2007. By far the largest
program is the procurement of Patriot Advanced Capa-
bility 3 (PAC-3) missiles or modifications of Patriot—$567
million or 46 percent of the appropriation.

The Missile Procurement appropriation with budget
activity and program level of detail is in table 43.

Weapons and Tracked Combat Vehicles
Procurement, Army

The Weapons and Tracked Combat Vehicles (WTCV)
appropriation includes three budget activities: Tracked
Combat Vehicles, Weapons and Other Combat Vehicles,
and Spares and Repair Parts. The funding profile for
WTCV procurement since FY 1989, in current dollars, is
shown in figure 15.

The WTCV proposal for FY 2006 is 32 percent be-
low the actual appropriation for FY 2005. The Stryker
and M1 programs account for 82 percent of the total ap-
propriation. The proposal includes the procurement of 240
Stryker vehicles for the sixth Stryker Brigade Combat Team
(SBCT), fielding of the fifth SBCT and sustainment of

Missile Procurement, Army

This appropriation includes missiles, missile modifica-
tions, spares and major parts, and support equipment and
facilities. The FY 2006 budget requests $1.3 billion, about
2.4 percent less than FY 2005 and 16 percent less than
FY 2004. The funding profile for missile procurement since
FY 1989, in current dollars, is shown in figure 14.



70

previously fielded SBCTs ($905 million, or 56 percent of
all WCTV). The proposal also includes M1 Abrams Modi-
fications ($443 million, or 26 percent), which procures
399 AGT-1500 Tiger engines for increased reliability,
availability and maintainability.

The WTCV procurement appropriation with budget
activity and program level of detail is in table 44.
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See table 45 for ammunition procurement and table
46 for ammunition usage by category.

Other Procurement, Army

The Other Procurement, Army (OPA) includes three
distinct budget activities—tactical and support vehicles
(OPA1), communications and electronics equipment
(OPA2) and other support equipment (OPA3)—plus spare
and repair parts. The funding profile for OPA since FY
1989, in current dollars, is shown in figure 17.

The OPA proposal for FY 2006 is 12 percent lower
than FY 2005 and nearly 43 lower than FY 2004. Inter-
estingly, OPA increases by nearly 19 percent in FY 2007.
This sort of swing is generally not a good business prac-
tice since it likely involves layoffs and the loss of skilled
employees, followed a couple of years later by recruiting
and hiring.

The most substantial part of the decrease is in OPA1,
tactical and support vehicles, which goes from 39 to 24
percent between FY 2004 and FY 2006. In part, this is a
function of the dramatic increase in armoring tactical
wheeled vehicles. In his testimony, the Secretary of the
Army noted that the fleet went from 250 armored tactical

Ammunition Procurement, Army

This Ammunition Procurement appropriation includes
funding for the acquisition of ammunition end items and for
ammunition production base support. The FY 2006 bud-
get requests $1.7 billion (up 11 percent over FY 2005);
the FY 2007 budget requests $1.9 billion. Except for FY
2003, these are the highest ammunition budgets since FY
1991. The increases relate to ammunition consumption in
the current war and intense, realistic training.

The funding profile for ammunition procurement since
FY 1989, in current dollars, is shown in figure 16.

Ammunition procurement is summarized by various
subcategories. In addition to the budget subcategories,
ammunition usage is also important. Small- and medium-
caliber rounds are the least expensive per round, but the
volume is so large that it accounts for 30 percent of the
appropriation, up from 27 percent in FY 2005.

An alternative view to the appropriation is in terms of
ammunition usage, specifically training ammunition and war
reserves. In peacetime, most ammunition procurement is
for training. The FY 2006 budget funds training ammuni-
tion at 82 percent overall and small arms at 100 percent.
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wheeled vehicles in Iraq in the fall of 2003 to 32,500 pro-
tected vehicles in the Iraq and Afghanistan theaters in the
spring of 2005.

Additionally, the FY 2006 budget includes acquiring
360 up-armored HMMVWs and 1,705 heavy-chassis
HMMWVs for $244 million.

OPA2, communications and electronics, accounts for
the most substantial increase, from 43 to nearly 54 per-
cent of all OPA between FY 2004 and FY 2006. OPA2
includes command, control and communications capabili-
ties, automation support and enhanced digitization.

In FY 2006, OPA2 includes a new program to pro-
cure low-rate initial production (LRIP) quantities of
Warfighter Information Network-Tactical (WIN-T) at
$122 million. These first WIN-Ts are for production veri-
fication testing (PVT) and subsequent initial operational
testing (IOT). WIN-T is a tactical digital communication
system that will provide advanced, commercial based net-
working capability to the future force.

See table 47 for the multiyear trends by budget activ-
ity and programs.
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RESEARCH AND DEVELOPMENT

The Research, Development, Test and Evaluation
appropriation funds the exploration and examination of new
technologies that normally precede procurement for op-
erational use. The Army balances the RDT&E programs
to satisfy the high-payoff needs of the future force while

seeking and developing critical capabilities for the cur-
rent force. The Army is applying transformational business
practices with the transformation of the force to get technol-
ogy into the hands of Soldiers in the field at a much more
accelerated rate.
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The RDT&E proposal is $9.7 billion for FY 2006,
$10.3 billion for FY 2007. While down slightly in FY 2006,
RDT&E remains essentially the same as in the prior two
years and 25 to 50 percent higher than at any time in the
preceding decade. The Army funding profile for RDT&E
from FY 1989 to FY 2007, in current dollars, is displayed
in figure 18.

The RDT&E appropriation includes seven Budget
Activities:

• BA1, Basic Research;

• BA2, Applied Research;

• BA3, Advanced Technology Development;

• BA4, Advanced Component Development & Pro-
totypes;

• BA5, System Development & Demonstration;

• BA6, Management Support; and

• BA7, Operational Systems Development.

Between FY 2005 and FY 2006, RDT&E is down,
but Systems Development & Demonstration (BA5) and
Operational Systems Development (BA7) activities are

up. Overall, the RDT&E proposal for FY 2006 is 9.9
percent of the total Army budget and only 14 percent of
all DoD RDT&E. The four-year trend for RDT&E fund-
ing by Budget Activity is displayed in table 43 above.

Each RDT&E Budget Activity includes Program Ele-
ments (PEs), which contain one or more projects. The
breadth and scope of the projects is amazing: independent
laboratory research; avionic, ballistics, engineering, in-
formation, medical and warfighter technologies; test ranges
and facilities; and product improvement programs. In-
formation on the Budget Activities and programs is in
table 48.

Science and Technology

The Science and Technology (S&T) Program refers
to RDT&E Budget Activities 1 (Basic Research), 2
(Applied Research) and 3 (Advanced Technology
Development) collectively. The S&T Program focuses
on stimulating high-quality, innovative research and
leveraging research into weapon systems for both the Army
and the joint team. The S&T Program capitalizes on
technology developments from all sources, including the
other services, defense agencies, commercial industry and
the international community.
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The S&T involves investments in research as well
as maturing technologies with promising capabilities to
accelerate the transition into the current force. These tech-
nologies include networked battle command and logistics
systems, networked precision missiles and gun-launched
munitions, improved intelligence sensors, active and pas-
sive protection systems, unmanned ground and air systems
and low-cost, multispectral sensors. Already, many are
being integrated into the equipment of front-line Soldiers
to dramatically improve their capabilities.

The S&T technology initiatives include exploring ways
to detect and neutralize mines and IEDs; to improve com-
bat identification; to produce medical technology for
self-diagnosis and treatment; and to develop hostile-fire
indicators, survivability equipment, training systems and
robotics. The Science and Technology community is in-
vestigating how to defeat opponents more easily during
irregular warfare in complex environments, which include
urban terrain, triple-canopy jungle conditions, mountain-
ous locales and caves.

The S&T program accounts for 18 percent of RDT&E
in FY 2006—down 40 percent from FY 2005.

Advanced Component Development and Prototypes

Budget Activity 4, Advanced Component Develop-
ment and Prototypes, involves examining technologies
for Future Combat Systems and Soldiers and assessing
advantages and disadvantages of each technology as
well as the costs and implementation impacts. If suc-
cessful, the technology can move into further development
or into production. The BA4 program is down to less than
4 percent of the FY 2006 RDT&E. The largest pro-
grams include:

• Tactical Warfighter Information Network Demonstra-
tion/Validation (DEM/VAL) ($131 million);

• Air & Missile Defense Systems Engineering ($83
million); and

• Advanced Tank Armament System (ATAS) ($27
million).

The Advanced Component Development and Proto-
types activity accounts for only 4 percent of RDT&E in
FY 2006—down 58 percent from FY 2005.

System Development & Demonstration

Budget Activity 5, System Development & Demon-
stration, is by far the largest RDT&E activity with $5.226
billion, or 54 percent of all RDT&E funds. BA5 increases
by 14 percent over FY 2005. The most important pro-
grams include:

• Armored Systems Modernization (ASM)–Engineer-
ing Development is the primary subsystem of the Future
Combat Systems and, by far, the largest RDT&E pro-
gram at $3.066 billion. FCS is a family of advanced,
networked air- and ground-based maneuver, maneu-
ver support and sustainment systems. FCS will include
manned and unmanned platforms networked via a
C4ISR architecture, including networked communi-
cations, network operations, sensors, battle command
systems and manned and unmanned reconnaissance
and surveillance capabilities. The Initial Operational
Capability (IOC) of an FCS-equipped Unit of Action
is in 2014.

• Non-Line-of-Sight Cannon (NLOS-C) is a subsystem
of the Future Combat Systems. It will provide a
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combined high-rate, sustained volume of long-range
precision fire in all weather conditions. Funding for
NLOS-C is $107.6 million.

• Non-Line-of-Sight Launcher (NLOS-L), also a sub-
system of FCS, will provide the maneuver commander
with immediately responsive, precision fires on high-
payoff targets and is coupled with real-time target
acquisition and battle damage assessment capabilities.
Funding for NLOS-L is $231.6 million.

• Joint Tactical Radio System (JTRS) program will pro-
vide DoD with software programmable, reconfigurable
digital radio systems to meet the requirements for
interoperability, flexibility, adaptability and information
exchange. The program will acquire a family of af-
fordable, scaleable, high-capacity, interoperable
Line-of-Sight (LOS) and Beyond-Line-of-Sight
(BLOS) radios to support simultaneous networked
voice, data and video transmissions with low prob-
ability of intercept. Funding for JTRS is $156.7 million.

Management Support

Budget Activity 6, Management Support, provides for
a wide variety of support activities, but two Program Ele-
ments account for 48 percent of all the BA6 dollars: Army
Kwajalein Atoll ($155 million) and Army Test Ranges
($370 million).

• The U.S. Army Kwajalein Atoll/Ronald Reagan Bal-
listic Missile Defense Test Site (USAKA/RTS), in the
Republic of the Marshall Islands, is a remote, secure
activity of the Major Range and Test Facility Base
(MRTFB). The RTS consists of a number of sophisti-
cated, one-of-a-kind, radar, optical, telemetry,
command/control/communications and data reduction
systems. This PE also provides funds for the contrac-
tors to accomplish installation operation and
maintenance but does not pay for program-specific
test costs that are billed to test customers.

• The Major Range and Test Facility Bases PE includes
funding to operate a series of test sites, including:

o White Sands Missile Range (WSMR), New
Mexico (including the Electronic Proving Ground,
or EPG, at Fort Huachuca, Arizona);

o Aberdeen Test Center (ATC), Aberdeen Proving
Ground (APG), Maryland;

o Yuma Proving Ground (YPG), Arizona (to include
management of Army natural environmental test-
ing at Cold Regions Test Center at Forts Greely
and Wainwright in Alaska, and Tropic Regions Test
Center at Schofield Barracks, Hawaii).

o Aviation Technical Test Center, Fort Rucker, Ala-
bama, and Redstone Technical Test Center,
Redstone Arsenal, Alabama, which provide the
Army’s developmental test capability.

BA 5 accounts for 11 percent of all RDT&E; this BA
is down by 9 percent from FY 2005.

Operational System Development

BA7, Operational System Development, is the final
RDT&E Budget Activity. This BA provides support for all
BAs by leveraging technology to enhance performance
and increase capability. The technology enhancements may
be in the form of new systems or product improvement
programs for existing systems. BA7 is the second largest
BA at $1.315 billion, or 14 percent of RDT&E; this activ-
ity is down by 27 percent from FY 2005.

Three systems and two product improvement pro-
grams (PIPs) account for 64 percent of BA7:

• Tactical Unmanned Aerial Vehicles (TUAVs) provide
the Army with dedicated day/night reconnaissance,
surveillance and target acquisition (RSTA) and intelli-
gence and the tactical warfighting commander with
critical battlefield information in the rapid cycle time
for success. Near-term RDT&E includes C4I (com-
mand, control, communications, computers and
intelligence) interoperability and testing, Built-In-Test/
Built-In-Test Equipment (BIT/BITE) integration and
testing, and initiation of a Small UAV Program. Future
initiatives will focus on the transition of technologies
that directly support the Army’s future force, such as
counter-camouflage and other specialty payloads. The
Advanced Payload Development & Support efforts
will establish the infrastructure to evaluate the maturity
of the technology efforts and transition an employable
TUAV capability. BA7 includes $139.6 million for
TUAV in FY 2006.

• The Distributed Common Ground System-Army
(DCGS-A) will serve as the primary ground sys-
tem of systems for airborne and ground sensor
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platforms defined as Future Force systems. DCGS-
A will enable the commander to achieve situational
understanding, by leveraging multiple sources of data,
information and intelligence, to synchronize the ele-
ments of joint and combined-arms combat power. The
core functions of DCGS-A are receipt and process-
ing of space, airborne, ground and maritime intelligence,
surveillance and reconnaissance (ISR) sensor data;
control of select Army and joint ISR sensor systems;
intelligence synchronization; ISR planning, reconnais-
sance and surveillance (R&S) integration; fusion of
sensor information; and direction and distribution/dis-
semination of sensor information. DCGS-A, a key
component of Transformation, is funded at $91.6 mil-
lion in FY 2006.

• The Joint Land Attack Cruise Missile Defense Elevated
Netted Sensor System (JLENS) uses advanced sen-
sor and networking technologies to provide precision
tracking and 360-degree, wide-area, over-the-hori-
zon surveillance of land attack cruise missiles. JLENS
is a joint program involving a multiservice effort, with
the Army as the lead service and program responsibil-
ity assigned to the JLENS Project Office (PO) for
Land Attack Cruise Missile Defense (LACMD). The
JLENS program is funded at $106.4 million in FY
2006.

• The Aircraft Mod/Product Improvement Program pro-
vides for development of modifications and
improvements for the Aerial Common Sensor; the
Improved Cargo Helicopter (ICH) Chinook CH-47;
UH-60 Black Hawk Recapitalization/Modernization;
and the Apache Longbow Block III AH-64. The Air-
craft Mod/PIP is funded at $409.0 million in FY 2006.

• The Multiple Launch Rocket System (MLRS)-High
Mobility Artillery Rocket System (HIMARS) PIP is a
self-propelled rocket system designed to attack deep
targets with precision strike capability. The HIMARS,
rocket-launcher mounted on a Family of Medium Tac-
tical Vehicles (FMTV) chassis, is C-130 transportable.
The HIMARS is capable of firing either six MLRS
Family of Munitions (MFOM) rockets or two Army
Tactical Missile System (ATACMS) Family of Muni-
tions (AFOM) missiles. The MLRS-HIMARS PIP is
funded at $114.3 million in FY 2006.

This completes the RDA section of the report.

INSTALLATIONS

Army installations are an essential building block in
generating, maintaining and sustaining the premier Army in
the world. Installations include the facilities where Soldiers
train, where they and their families live, and where Sol-
diers and Army civilians work. Installations serve as
power-projection platforms for mobilizing and deploying
forces and for sustaining operations through reachback.

In his 9 February 2005 testimony to Congress on the
budget, the Secretary of the Army discussed the Army
leadership’s four overarching and interrelated strategies to
transform the Army, and some of the 20 supporting initia-
tives. Army installations enable all four strategies by

• providing relevant, ready landpower to the combatant
commanders;

• training and equipping Soldiers to serve as warriors
and growing adaptive leaders;

• attaining a quality of life for Soldiers and their families
that matches the quality of their service; and

• providing the infrastructure to enable the force to fulfill
its strategic roles and missions.

The Secretary’s remarks on both the “quality of life”
and “infrastructure” strategies recognized the importance
of installations:

We are implementing our strategy of attaining a
quality of life for our Soldiers and their families
that match the quality of their service. . . . Actions
such as [the Residential Communities Initiative]
sustain our combat power because we enlist Sol-
diers, but we reenlist families.

The Secretary requested continuing strong congres-
sional support.

This section discusses the appropriations for construct-
ing, renovating and disposing of facilities and
infrastructure—Military Construction, Family Housing and
Homeowners Assistance, and Base Realignment and Clo-
sure (BRAC) appropriations. This section does not include
a discussion of Base Operations Support, which is included
in the Operation and Maintenance appropriations.

The Army has three Military Construction appropria-
tions: Military Construction, Army (MCA) for the active
Army; Military Construction, Army National Guard
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(MCARNG); and Military Construction, Army Reserve
(MCAR). The military construction projects in each ap-
propriation include modernizing barracks and renovating
and constructing new facilities to improve training oppor-
tunities, support functions and strategic mobility. MCA also
includes new construction, and operation and maintenance
for Army Family Housing (AFH).

The MILCON funds remain available for obligation
for five years, i.e., FY 2006 dollars can be obligated until
September 30, 2010. The MILCON proposal and cur-
rent- and prior-year data in the President’s Budget for FY
2006 are in table 49.

The FY 2006 budget is 24 percent less than that of
FY 2005; the FY07 budget is 22 percent greater than that
of FY 2006. An important note to remember is that the
FY 2004 and FY 2005 totals include congressional addi-
tions, the final supplemental for FY 2004 and the initial
supplemental appropriation for FY 2005.

The MILCON budget focuses on improving living con-
ditions for Soldiers, support facilities for Soldiers and their
families, training facilities to support readiness and facili-
ties to support the stationing of Stryker Brigade Teams.
Three key construction categories account for 90 percent
of all MILCON:

• Barracks modernization program ($716 million) to
improve quality of life for single Soldiers;

• Army readiness ($763 million) including mainte-
nance, training, deployment and infrastructure
revitalization projects for the active Army; and

• construction for active and National Guard Stryker
Brigade Combat Teams in Hawaii and Pennsylvania
($221 million).

The following subparagraphs discuss MCA,
MCNG, MCAR and AFH.

Military Construction, Army (MCA)

The MCA dollars are requested and appropriated for
three types of activities: Major Construction, Minor Con-
struction and Planning and Design. Specific statutory
restrictions apply to each activity.

• Major Construction provides funding for military con-
struction projects in the United States and overseas,

as authorized in currently effective Military Construc-
tion Acts and in this year’s request for Authorizations
and Appropriations. The Major Construction budget
invests primarily in facilities required for people, cur-
rent readiness and future readiness, such as troop
housing, Stryker Brigade Combat Teams and train-
ing ranges, along with construction necessary for
environmental, revitalization and mission-essential
requirements.

• Minor Construction provides for construction of fu-
ture unspecified projects that have not been
individually authorized by law but are determined to
be urgent requirements and do not cost more than
the amounts specified in 10 USC 2805. Projects
awarded with these funds may not exceed $1.5
million, or $3.0 million if there is a threat to life, health,
or safety.

• Planning & Design provides for necessary planning of
military construction projects, including design, host
nation support, standards, surveys, studies and other
related activities. In general, design funds requested in
FY 2006 will be used to design projects in the Army’s
FY 2007 and FY 2008 programs.

The MCA budget for FY 2006 is 25 percent less than
that of FY 2005; the FY 2007 budget is 15 percent greater
than that of FY 2006. A summary of the budget by cat-
egories is in table 50.
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Military Construction, Army Reserve (MCAR)

The FY 2006 Army Reserve Military Construction ap-
propriation totals $106 million. The MCAR budget
provides resources for the Reserve Component Force Sup-
port package units, repair of facility deterioration,
modernization of the total facilities inventory and manage-
ment of Army Reserve installations. The program focuses
on facility projects to improve readiness and quality of life,
preserve and enhance the Army’s image across America
and conserve and protect the facilities, resources for which
the Army Reserve is responsible.

The MCAR budget for FY 2006 is 5 percent greater
than for FY 2005; the FY 2007 budget is 55 percent
greater than that of FY 2006. A summary of the budget by
categories is ain table 52.

Army Family Housing

The Army Family Housing budget supports the qual-
ity of life of Soldiers and their families with funding for
more than 120,000 military family housing units world-
wide. The support includes operation, maintenance,
leasing, privatization and construction of Army family
housing and the implementation of the Army Family Hous-
ing Master Plan.

The Army’s goal is the elimination of inadequate fam-
ily housing units in 2007 for U.S. installations (including

Military Construction, Army National Guard
(MCARNG)

The FY 2006 Army National Guard Military Con-
struction appropriation totals $327 million and focuses on
current readiness and transformation to the Future Force.
The budget continues the goal of providing state-of-the-
art, community-based installations and training sites.
Projects address mission needs that facilitate communica-
tions, operations, training and equipment sustainment for
stationing, sustaining and deploying the force.

The FY 2006 budget provides for facilities to meet
Soldiers’ needs as they train, mobilize and deploy. The
facilities include Readiness Centers, maintenance facilities,
training projects and a wetlands crossing. The funds also
provide for projects to transform from the Current to Fu-
ture Force. These include projects for the Army Division
Redesign Study, Aviation Transformation, the Range
Modernization Program and the Stryker Brigade Combat
Team initiative.

The MCARNG budget for FY 2006 is 27 percent
less than for FY 2005; the FY 2007 budget is 43 percent
greater than that of FY 2006. A summary of the budget by
categories is in table 51.
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Alaska, Hawaii and Puerto Rico) and in 2008 overseas.
The FY 2006 budget uses a combination of traditional
AFH operations, maintenance and construction funds, Mili-
tary Personnel Allowance (MPA) Basic Allowance for
Housing (BAH) and privatization to support the goal. The
AFH budget request is $1.363 billion.

The AFH budget is based on three major assumptions:

• Global restationing will begin in FY 2006 and con-
tinue through FY 2008; therefore, foreign inventory
begins to decrease in FY 2006;

• Privatization will continue on schedule; therefore, the
Army-owned housing inventory will decline; and

• Independent Duty Leases will decline by one-third in
FY 2006.

The combination of global restationing and privatization
assumptions is particularly important. As the AFH-owned
inventory in the United States decreases with privatization,
the ratio of AFH-owned units in foreign countries to those
in the United States grows. In FY 2005 the U.S. portion
(CONUS plus U.S. overseas) represented 59 percent of
the AFH-owned inventory. By FY 2006, the U.S. portion
will have decreased to 52 percent of the total owned in-
ventory due to privatization. Because U.S.-owned units in
foreign countries are more expensive to operate and are
increasing as a percentage of the inventory, the average
cost per unit increases.

Privatization provides Soldiers and their families with
modern, quality and well-maintained housing. Privatization
occurs through the Residential Communities Initiative (RCI)
Program. The FY 2006 budget includes privatizing an ad-
ditional five projects comprising more than 7,900 homes.
With privatization, the AFH-owned inventory of housing
units decreases, and the MPA budget increases a Soldier’s
BAH pay for the privatized housing.

The AFH appropriation includes two separate pro-
grams or accounts: (1) family housing construction and (2)
family housing operations. See table 53.

AFH Construction

The AFH construction program provides for building
new units where analysis indicates such construction will
be more economical than revitalizing existing Army hous-
ing or when adequate off-post housing is not available.
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The construction program also includes site preparation,
demolition and initial outfitting with fixtures and integral
equipment, along with associated facilities such as roads,
driveways, walks, utility systems and community facilities.

In FY 2006, the Army is seeking authorization to con-
struct 709 family housing units and demolish 914 existing
family housing units that are not economical to revitalize.
The budget requests $231.7 million for the construction
of the 709 family housing units. Table 54 provides a list of
construction locations and costs.

AFH Operations

The AFH operating account provides for expenses in
the following sub-accounts and includes both direct and
indirect support, as applicable:

• Management – provides for family housing manage-
ment, installation administrative support and services
provided by Community Homefinding, Relocation and
Referral Services.

• Services – provides basic installation service support
functions such as refuse collection and disposal, ento-
mology and pest control, snow removal and street
cleaning, as well as the family housing’s proportional
share of fire and police protection.

• Furnishings – provides for procurement, management,
control, moving and handling of furnishings and house-
hold equipment; plus maintenance, repair and
replacement of existing furnishings and equipment in-
ventory.

• Miscellaneous – provides payments to non-DoD agen-
cies for housing units occupied by Army personnel.

• Utilities Account – provides for the costs of heat, air
conditioning, electricity, water and sewage for family
housing units and for utilities for privatized housing at
Fort Carson, Colorado.

The AFH operating account includes funds for leasing
housing in the United States and at foreign locations when
a housing deficit exists and the local economy cannot
provide adequate support. The leasing program provides
for the payment of rent and operating and maintenance
costs of privately owned quarters assigned to military fami-
lies as government quarters plus services such as utilities,
refuse collection and maintenance when these services are
not part of the contract agreement.
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Privatization Program

The Military Housing Privatization Initiatives (MHPI)
Act authorizes privatization and the Army’s Residential
Communities Initiative (RCI) program implements the
legislation to improve the well-being of Army families by
providing quality, affordable family housing in the United
States. Privatization refers to agreements with private
developers that typically include a ground lease of the
family housing footprint, conveyance of housing units
and other facilities to the developer, and an operating
agreement describing the partners’ responsibilities. Part-
nership agreements are for a 50-year period with a
25-year option. The Army maintains oversight of housing
privatization projects through a portfolio and asset man-
agement (PAM) program.

When complete, the RCI program is projected to in-
clude about 83,700 family housing units—more than 92
percent of the family housing inventory in the United States.
As of January 2005, the Army has transitioned family hous-
ing to privatized operations at 21 locations, with a total
projected end state of more than 50,300 houses. The Army
invested $291 million in government equity or scoring for
these projects, with a scope of work valued at $5.9 billion
during the initial development period. The initial develop-
ment period refers to the time frame for renovating or
replacing (to eliminate inadequate housing) all housing; the
period varies from three to 10 years per project. The ini-
tial development period also may include new construction
to reduce the housing deficit.

The number of housing units entering the inventory is
displayed in table 55.

Homeowners Assistance Fund

This fund reduces the losses incident to the disposal of
homes for military, federal civilian personnel and Non-
Appropriated Fund employees who are required to
relocate as a result of or during the closure or reduction in
the scope of operations at the military installations where
they are serving or employed. Congress established this
fund in recognition of the fact that base closure and reduc-
tion actions can have serious economic effects on local
communities. In turn, servicemembers and employees fre-
quently cannot dispose of their homes under reasonable
terms and conditions and suffer severe financial hardship.

To determine the effect of the realignment or closure
action on local communities, a Market Impact Study (MIS)

is performed. If the MIS demonstrates sufficient impact
on the market and establishes a causal relationship, a pro-
gram is implemented. Eligible applicants may be reimbursed
for certain losses resulting from the sale of their home.

Although the program provides for acquisition of
dwellings, the government does so only for the accommo-
dation of the applicant. The homes are then resold by the
government. Every effort is made to ensure that each ap-
plicant is treated equally and receives the maximum benefits
under the law as rapidly as practicable, but with a mini-
mum expenditure of time and money for administration.

The FY 2006 budget requests no additional authori-
zation of appropriations and appropriations to fund
Homeowners Assistance Fund program expenses. The total
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program estimate for FY 2006 is $7,439,336 and will be
funded with revenue from sales of acquired properties and
from prior-year unobligated balances.

Base Realignment and Closure

The Base Realignment and Closure funds, like the
Military Construction and Army Family Housing appro-
priation, also impact Army installations. DoD has
implemented four BRAC rounds, beginning with the De-
fense Base Realignment and Closure Act of 1988 (Public
Law 100-526) and followed by additional rounds in FY
1991, FY 1993 and FY 1995. DoD has begun the pro-
cess for stating a new round.

As of 13 July 2001, 112 closures and 27 realignments
from all four rounds of BRAC were complete. On 14 July
2001, the Army began funding caretaking functions from
the BRAC account at all remaining BRAC properties.
Caretaking maintains real property assets at levels to pro-
tect against degradation during transition.

The FY 2006 budget submission represents the costs
and savings of implementing all realignment and closure
through FY 2001, and the costs to continue caretaking
functions and environmental restoration at the remaining
BRAC properties through FY 2007. The Army continues
to clean up properties to support property disposal as
quickly as available resources allow and to align cleanup
resources with reuse schedules as well as commitments
that protect human health and the environment. See table
56 for the BRAC request.

In addition to BRAC, the Army has also executed an
aggressive overseas closure program, closing 680 instal-
lations since 1990. A majority of the closures are in Europe
and are comparable to closing 12 of the Army’s largest
CONUS installations combined. More overseas closures
will be implemented as the Army develops plans for repo-
sitioning units throughout the world consistent with the
Integrated Global Presence and Basing Strategy.

ARMY ENVIRONMENTAL PROGRAM

The Environmental Restoration, Army (ERA) program
focuses on reducing the risks to human health and the
environment at active installations and Formerly Used
Defense Sites (FUDS). Congress directed DoD to com-
ply with federal, state and local requirements as well as
applicable host-nation environmental standards. The

Environmental Restoration program includes compliance,
restoration, prevention and conservation projects.

DoD has five Environmental Restoration appro-
priations: ER-Army, ER-Navy, ER-Air Force, ER-
Defensewide and ER-FUDS. The ER appropriations have
special transfer authority that allows the department to
transfer funds from these appropriations to any other DoD
appropriation to finance environmental restoration efforts.

The FY 2006 ERA funds meet all legal agreements
and ensure compliance with DoD clean-up goals. The Army
ERA data are in table 57.

The ERA program provides funds for

• identification, investigation and cleanup of past con-
tamination (prior to 1986) from hazardous substances
and wastes;

• correction of other environmental damage;

• detection of unexploded ordnance; and

• demolition and removal of unsafe buildings, structures
and debris.
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The Army cleanup program is essentially on sched-
ule. The FUDS part of the program is unique in that
there are no physical boundaries such as a military in-
stallation fence lines to establish a finite limit of potential
contaminated sites.

ARMY WORKING CAPITAL FUND

The Army Working Capital Fund (AWCF), also
known as the Defense Working Capital Fund, Army
(DWCF, A) operates a number of commercial and in-
dustrial facilities in two activity groups under a revolving
fund concept.

The two AWCF activity groups are Supply Manage-
ment and Industrial Operations (the latter formerly known
as Depot Maintenance and Ordnance). These activity
groups provide supplies, equipment and ordnance neces-
sary to project, sustain and reconstitute forces in peacetime
and wartime. These support services are essential to the
readiness and sustainability of the operating forces and
are an integral part of the total Defense team.

The revolving fund structure encourages these activi-
ties to function in a more efficient and cost-effective manner
and provides the additional flexibility to manage more ef-
fectively facilities under changing workload conditions. The
concept supports full cost visibility and full cost recovery
while protecting appropriated fund customer accounts from
execution-year price changes.

The revolving fund concept involves maintaining a
buyer-seller-relationship in which the activity group buys
and maintains materiel for sale upon demand to its cus-
tomers. The primary customer is the Army’s current force;
other customers include the other services, DoD, other
federal agencies and Foreign Military Sales. The activity
groups set rates to recover direct and overhead costs,
stabilizing the rates during the year of execution to protect
customer buying power from price swings.

The FY 2006 budget reflects the increased revenue
and expenses associated with supporting the continued
efforts in Iraq, Afghanistan and the GWOT. To meet this
increased demand, the activities more than doubled ex-
penditures above peacetime levels to purchase, replenish
and repair inventory. These expenditures have been offset
by substantially higher sales than projected in previous
submissions, which were based solely on peacetime lev-
els of execution.

Revenue and Expenses

Revenue is an indicator of the volume of work com-
pleted by the Army Working Capital Fund activity groups.
In FY 2006, the ACWF will collect $13.494 billion for
the sale of repair parts, consumable supplies, depot main-
tenance services and ammunition and will disburse $10.255
billion for expenses. See table 58 for revenue and expense
data.

Customer Rates

Customer rates are set by activity group to recover
full costs, i.e., expenses, and adjust for accumulated op-
erating results. In the Supply Management activity group,
a surcharge percentage is added to sales to recoup over-
head expenses. In the Industrial Operations activity group,
customer rates, on a direct labor-hour basis, are adjusted
to recover direct and overhead costs. The rates for both
activity groups are stabilized so the customer’s buying
power is protected from price swings during the year of
execution.

Table 59 shows the rate changes for both activity groups
as a percentage change from the rate charged in the previ-
ous year.

Direct Appropriated Funds

The AWCF receives direct appropriated funds for
activity groups to meet mobilization and wartime surge
capability not directly related to the cost of doing business
and to ensure peacetime customers of competitive stabi-
lized rates. The budget request for direct appropriated
funds is in table 60.
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The direct appropriations are for:

• War Reserve Secondary Items (WRSI) to procure
and store a war reserve inventory of secondary items.
If costs to procure and maintain wartime requirements
are not funded through a direct appropriation, readi-
ness will be impacted as funding for replacement of
peacetime inventory will have to be used for war re-
serve material.

• Industrial Mobilization Capacity (IMC) includes a re-
quest for direct funds for IMC, formerly known as
Unutilized Plant Capacity (UPC). This represents
funding necessary to compensate the Industrial Op-
erations activity group for the fixed overhead costs of
maintaining plant and equipment required by the Army
to meet mobilization and wartime surge capability.
These funds are not directly related to the cost of do-
ing business.

• Inventory Augmentation supports initial inventory
stocks of the new Army Combat Uniform (ACU) at

Military Clothing Sales Stores operated by the Army
& Air Force Exchange Service (AAFES).

ARMY RESERVE COMPONENT

The Army National Guard and Army Reserve con-
tinue the tradition of citizen-Soldiers in the 21st century.
These citizen-Soldiers voluntarily give of their time and
expertise to serve the nation, and when called to arms
they answer the call without hesitation. Today, the reserve
component (RC) is contributing a little more than half of all
the Soldiers deployed or forward stationed in support op-
erations in Iraq, Afghanistan and other theaters, i.e.,
113,000 Army National Guard and 47,000 Army Reserve
Soldiers are serving with 155,000 active component
(AC) Soldiers.

The combatant commanders rely on the Army to pro-
vide the forces and capabilities to win combat on land
decisively and to conduct sustainment operations. The
Army relies on the Army National Guard and Army Re-
serve to provide forces and capabilities to complement
the active component. The nature of this reliance is trans-
forming with the transformation of the combat forces to a
brigade-based modular structure and with the current war.
The protracted nature of the GWOT gives rise to the pros-
pects of a prolonged or indefinite war, requiring sustainment
of a campaign over any number of years—and even greater
reliance on the reserve component.

The national security experience of the first few years
of the 21st century is very, very different than the assump-
tion about national security at the end of the Cold War.
The prior assumption was of a new world order in which
conflicts would be less frequent and less threatening to the
United States. In turn, this suggested that a “peace divi-
dend” was available, and it was taken. The Army
contributed to that dividend with significant reductions in
the active, Guard and Reserve endstrength while retaining
the Cold War structure. Total Army endstrength was re-
duced by 33 percent to 1,037,000 soldiers in FY 2000,
and has remained at that level. The active component com-
prises 46 percent and the reserve component 54 percent
(34 percent Guard and 20 percent Reserve).

Within the Army endstrength, sustaining a long cam-
paign requires a synchronized, progressive and focused
schedule of deployments, engagements, regeneration, re-
fitting and retraining to achieve serial, selective readiness.
In a long campaign, the role of the reserve component is
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more vital than ever before. To sustain long wars, the
Army’s goal is to have a rotational schedule with active
units capable of deploying to the theater of operations once
every three years and the Guard and Reserve capable of
deploying once every six years.

A schedule with more predictable rotational cycles will
significantly reduce the stress on the force. Along with a
schedule, the Army is increasing the pool of rotating units—
from 33 to 43 active brigade combat teams, a 30 percent
increase in combat power by the end of FY 2006, and a
total pool increasing from 48 to 77 combat teams across
the active and reserve components. The Army—active,
Guard and Reserve—is pursuing interrelated initiatives to
enable the increase in the pool and the rotational cycle,
including:

• modular forces that move the Army away from a
division-centric structure to one built around brigade
combat teams;

• restructuring of the active and reserve components to
decrease force structure in lower-demand skills and
increase high-demand skills and units with a goal of
restructuring 44,000 positions by the end of FY 2006
and 100,000 positions by FY 2011; and

• rebalancing of the AC and RC unit mix so that certain
early-deploying and high-demand units are in the ac-
tive component, thus reducing the need to mobilize
reserve units immediately.

The Army National Guard and the Army Reserve bud-
gets for FY 2006 include funds to pursue these initiatives.
The Army National Guard and the Army Reserve each
have three discrete appropriations, and each receives ad-
ditional support from other appropriations, e.g., Army
procurement appropriations. The reserve component ap-
propriations were discussed earlier in the context of the
Military Personnel, Operation and Maintenance, and
Military Construction appropriation grouping. The appro-
priations are summarized below.

Army National Guard

Army National Guard units are in more than 2,800
communities in 50 states, the District of Columbia, Guam,
Puerto Rico and the Virgin Islands. The National Guard
conducts both federal and state missions.

• During peacetime, the National Guard answers to the
respective leadership of each of the 50 states, three

territories and the District of Columbia. The governor,
through the state’s Adjutant General, commands the
National Guard and can call the Guard into action
during local or statewide emergencies, such as natural
disasters or other crises.

• The President can activate the National Guard for
participation in federal missions. The combatant com-
mander of the theater of operations commands the
federalized Guard units.

For a list of the Army National Guard’s key contribu-
tions to the Army, see table 61.

Following the 11 September 2001 terrorist attacks on
the United States, more than 50,000 Guardsmen were
activated by both their states and the federal government
to provide security at home and to combat terrorism
abroad. Currently, 113,000 National Guard Soldiers are
supporting operations in Iraq, Afghanistan and other the-
aters, e.g. Kosovo, Bosnia and the Sinai.

Additionally, the Guard has initiated several dramatic
new programs to further increase and improve homeland
defense capability while at the same time enhancing
warfighting ability. Currently, the Guard has 32 fully certi-
fied Weapons of Mass Destruction Civil Support Teams,
with 12 more scheduled for the end of FY 2005 and 11
more teams scheduled to stand up in the next four years.

The Army National Guard is actively pursuing the fol-
lowing initiatives:

• organizing 12 Enhanced Response Force Packages
to meet U.S. Northern Command’s request for capa-
bilities. These force packages will consist of a National
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Guard Civil Support Team, an enhanced division
medical company with a 150-person per hour decon-
tamination and treatment capability, an enhanced
engineer company with specialized search-and-
recovery equipment, and a task-trained combat unit
capable of supporting law enforcement.

• expanding National Guard involvement in Ground-
based Mid-course Missile Defense, Cyber and
Information Operations, Space, and Intelligence
Operations for both the Army and Air Guard. One
model is to emulate the Guard’s experience in man-
ning Nike missile batteries in the 1960s and 1970s
with traditional and full-time Guardmembers serv-
ing together in units under state control and with
self-activating orders that automatically brought them
into a federal status when the enemy attacked.

• creating National Guard Reaction Forces with dual
missions, i.e., training to meet warfighting missions and
also training for homeland security missions in support
of U.S. Northern Command. The units are already
forward deployed throughout the United States and
are immediately available to state and federal govern-
ments for homeland security purposes.

The Army National Guard budget request is in three
appropriations: Military Personnel, Operation and Main-
tenance and Military Construction. Additionally, other Army
appropriations include funds that support the Guard, e.g.,
the procurement appropriations for equipment acquisitions.
Additionally, the Guard receives state funds for state-
related functions.

The Army National Guard budget and personnel sum-
maries are in tables 62 and 63.

The National Guard Personnel Army appropriation
reduction between FY 2005 and FY 2006 is almost en-
tirely a result of the transfer of funds for the Defense Health
Program Accrual from NGPA to a separate appropriation
for Medicare Retirement Contributions. The Operation and
Maintenance budget for FY 2006 requests $4.5 billion
($4.2 billion for operating forces and $.3 billion for ad-
ministration and servicewide activities). The Military
Construction budget decreases in FY 2006 but recovers
in FY 2007.

Army Reserve

The Army Reserve is composed of citizen-Soldiers
who carry their civilian-acquired skills and expertise with

them to meet the needs of the Army and the nation,
then return home with even greater skills and expertise to
make their communities better. The Army Reserve includes
1,600 units located in 1,100 Army Reserve Centers all
across America.

The Army Reserve is a federal force that provides 30
percent of combat support (CS) and 45 percent of com-
bat service support (CSS) capabilities for peacetime,
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contingency and wartime operations. With only about
20 percent of the Army’s organized units, the Army Re-
serve makes up about half of the Army’s combat support
and a quarter of the Army’s mobilization base expan-
sion capability.

Army Reserve units are increasingly part of the joint,
interoperable team along with full-time uniformed men and
women in the business of fighting and winning the nation’s
wars. The Army Reserve is no longer an add-on to mili-
tary operations. Today and for the foreseeable future, Army
Reserve Soldiers are engaged around the world in intelli-
gence gathering, investigation, training, legal support,
communications, postal and personnel support, engineer-
ing, mortuary services, logistic and transportation
operations, medical support and civil affairs.

See table 64 for a list of the types of units exclusively
or predominately in the Army Reserve.

The Army Reserve has been continuously mobilized
since 1995. With the operations in Afghanistan and Iraq,
the legacy force structure is being stressed in ways unan-
ticipated or in unforeseen degree and frequency. The
heavier-than-anticipated demands for specialized support
services units have spread certain parts of the force thin.

The Army has initiated actions to develop a flexible,
modular force structure with a proper force mix and depth
to relieve the stress on certain high-demand/low-density
units. The centerpiece of the change is the Army Reserve
Expeditionary Force (AREF) providing expeditionary
support force packages within an integrated rotational
model. The AREF complements the campaign-quality com-
bat forces.

The Army Reserve accomplishes the mission prima-
rily through the Ready Reserve, consisting of:

• Selected Reserve. The Selected Reserve is the most
readily available group of Army Reserve soldiers, i.e.,
the 205,000 endstrength ceiling in the Troop Program
Units,  Active Guard and Reserve Soldiers and Indi-
vidual Mobilization Augmentees (IMAs).

• Individual Ready Reserve. The IRR includes about
115,000 trained Soldiers who may be called upon, if
needed, to replace Soldiers in active and Reserve units.
Many in the IRR have left active duty recently and still
have a Reserve commitment; others have chosen to
remain in the Army Reserve but not as a unit member
or IMA.

The Army Reserve budget request is in three appro-
priations: Military Personnel, Operation and Maintenance
and Military Construction. Additionally, other Army ap-
propriations include funds that support the Reserve, e.g.,
procurement appropriations for equipment acquisitions.

The Army Reserve budget and personnel summaries
are in tables 65 and 66.

The Reserve Personnel Army (RPA) appropriation
reduction between FY 2005 and FY 2006 is almost
entirely a result of the transfer of funds for the Defense
Health Program Accrual from RPA to a separate ap-
propriation for Medicare Retirement Contribution. The
Operation and Maintenance budget for FY 2006 requests
of nearly $2 billion includes $1.8 billion for operating
forces and nearly $.2 billion for administration and
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servicewide activities. The Military Construction bud-
get remains essentially unchanged.

BUDGET REVIEW SUMMARY

The President’s Budget includes a request of $98.6
billion in FY 2006 and $110.1 billion in FY 2007 for the
Army; the FY 2005 proposal was $99.6 billion prior to
the “bridge” supplemental Emergency Wartime Appropria-
tion (Title IX of the Conference Report). The FY 2004

data in the President’s Budget is actual expenditures and
therefore includes supplemental appropriations.

The Secretary of the Army summed up his opinion of
the FY 2006 budget submissions to the House Armed Ser-
vices Committee as follows:

With these four overarching strategies and twenty
supporting initiatives in conjunction with a fully
funded base budget request and supplemental, the
Chief and I are confident that the Army can ac-
complish its mission and reach our strategic goal
of being ready and relevant both today and to-
morrow.15

The Army Budget, like all budgets, is a plan. The bud-
get presents future activities, programs and operations,
along with an estimate of the resources necessary to imple-
ment the plan. In the federal budgeting system, a statutory
directive prohibits including requests for contingency op-
erations in the budget. Contingency operations are
unexpected, unstable or evolving situations. Budgets for
contingency operations are submitted in a supplemental
request during the year of execution.

The uncertainty of Operation Enduring Freedom in Af-
ghanistan and Operation Iraqi Freedom qualify them as
contingency operations. Therefore, the President’s Bud-
get for FY 2006 and FY 2007 excludes funds for OEF
and OIF because these are contingency operations.

However, the current and prior-year columns of the
President’s Budget include all appropriated funds—includ-
ing supplemental funds. The FY 2005 current-year column
of the President’s Budget includes the basic appropriation
and the supplemental “bridge” appropriation provided by
Congress, but not the larger supplemental for FY 2005
that is still pending. The FY 2004 prior-year column in-
cludes the very large supplemental. In summary, the dollars
identified to the various years are not easily compared.

Table 67 provides the President’s Budget for FY 2006
with the FY 2005 “bridge” supplemental separated from
the initial, base appropriations.

The Army’s goal is to provide ready and relevant forces
to meet both immediate and future security needs. The
GWOT and the uncertainty of future security challenges

15 Secretary of the Army Francis J. Harvey, Opening Statement (As Prepared) of Honorable Francis J. Harvey and General Peter J.
Schoomaker, Before the House Armed Services Committee, Washington, D.C., 9 February 2005.



90

require land forces capabilities that were not generally an-
ticipated before the 9/11 attacks. The Army recognizes
the national security challenges and the importance of trans-
formation. The Army Budget continues to support the
intellectual as well as the organizational transformation of
the Army—even as the Army wages war.

The FY 2006 budget requests funds for the Army to
provide ready and relevant forces and capabilities to com-
batant commanders as part of joint forces now as well as
in the future. The budget provides funds for developing,
acquiring, assimilating, training and using next-generation
capabilities—spiraling those capabilities into current sys-
tems as soon as available. The budget includes
infrastructure initiatives to enable the force to fulfill its stra-
tegic roles and missions.

The FY 2006 budget includes funds for quality-of-life
initiatives for Soldiers and their families. The budget also
reflects cost reductions in infrastructure resulting from plans
to streamline organizations; reengineer manufacturing, re-
pair and administrative processes; outsource if appropriate;
apply information technology; and empower leaders to
make the required changes and hold them accountable.

In actual dollars, the FY 2006 budget requests $1.6
billion, or 1.6 percent less than the FY 2005 appropriated
level. Additionally, the FY 2006 request will have less buy-
ing power as a result of price adjustments for the 3.1
percent military pay raise, the 2.3 percent civilian pay raise,
inflation and program growth. The program growth refers
to program changes that result in the requirement for addi-
tional funds to implement changes in program levels.

At the budget group level, Military Personnel increases
from FY 2005 to FY 2006 by more than 6 percent, which
includes funds for pay raises and program growth, includ-
ing Basic Allowance for Housing associated with
Residential Communities Initiative program shifting from
government-owned (and Army Family Housing-funded)
to contractor housing. The Operation and Maintenance
amount is the same for both years, which means the ap-
propriations are absorbing the civilian pay raise and inflation.
The other four appropriation groups are all down for a
total of $2.6 billion, i.e., Procurement is off by 9.9 per-
cent, RDT&E is off by 7.6 percent, Military Construction
is off by 13.6 percent and AFH is off by 12.5 percent.

All of this suggests that implementing the cost reduc-
tion plans in the baseline budget is very important.
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CONCLUSION

America is at war and will likely remain at war for
some years to come. The nation, the joint forces and the
Army are fighting an unconventional enemy in a Global
War on Terrorism. The future strategic environment is
uncertain, but it will likely include state and non-state ag-
gressors that are willing to wage unconventional and
continuous war against the United States.

The Army’s statutory mission is to prepare, maintain
and sustain relevant and ready land forces for the combat-
ant commanders. Currently, the Army is fielding a significant
portion of the forces to the combatant commanders for
conducting the GWOT. In the future, the Army will likely
provide a significant portion of the forces for unconven-
tional and sustained operations.

To accomplish its mission, the Army is developing and
executing four overarching and interrelated strategies sup-
ported by 20 different initiatives. These strategies are:

• providing relevant, ready landpower to the combatant
commanders;

• training and equipping Soldiers to serve as warriors
and growing adaptive leaders;

• attaining a quality of life for Soldiers and their families
that matches the quality of their service; and

• providing the infrastructure to enable the force to fulfill
its strategic roles and missions.

Transformation is integral to the strategies and sup-
porting initiatives. The Army Budget for FY 2006/2007
simultaneously supports the transformation toward the
Future Force and sustains the Army at war. This includes
pursuing transformational capabilities for the Future Force
and, as soon as possible, spiraling next-generation capa-
bilities into the current force.

The Army is rapidly adapting the force to fight in un-
certain and largely unforeseeable circumstances against
state and non-state enemies that are willing to use what-
ever means available to them. The Army is recreating itself
into a joint and expeditionary force with campaign quali-
ties; this includes improving its agility, its versatility, its range
of capabilities and its ability to sustain operations over a
long period of time.

The Army is conducting wartime operations and ag-
gressively pursuing a number of interrelated initiatives to
produce a joint and expeditionary force with campaign
qualities, including

• modular forces built around brigade combat team units
of action;

• restructuring 100,000 positions by FY 2011 to increase
high-demand skills and units; and

• rebalancing the AC and RC unit mix to move early-
deploying units and more of certain high-demand units
into the active component to reduce the need to mo-
bilize reserve units early in a conflict.

With these actions, the Army is increasing the pool of
BCT units from 33 to 43 active, a 30 percent increase in
combat power by the end of FY 2006. The Army is in-
creasing the total force pool (active and reserve
components) from 48 to 77 BCTs. This large pool of BCT
units permits a rotational schedule with active units ca-
pable of deploying to a theater of operations once every
three years and reserve component units capable of de-
ploying once every six years.

The Army budget substantially improves capability to
mount smaller, shorter-duration operations routinely as well
as larger or more protracted campaigns.
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