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Air Force Working Capital Fund
Fiscal Year (FY) 2006/FY 2007 Budget Estimates

The FY 2006 - FY 2007 Air Force Working Capital Funds (AFWCF) Budget
Estimates reflect current execution plans and a number of Air Force initiatives to
improve the efficiency and effectiveness of our activities while continuing to meet the
needs of the warfighting forces. Successful WCF operations are essential to the Air
Force's Global Engagement mission and operation of the Air Expeditionary Force. To
this end, we have incorporated changes in business management practices.

Activity Group Overview:

The AFWCF conducts business in three primary areas: the Supply Management
Activity Group (SMAG), the Depot Maintenance Activity Group (DMAG) and the
information Services Activity Group (ISAG). The Transportation Working Capital Fund
(TWCF), for which the Air Force assumed cash management responsibility in FY 1998,
is part of this submission although the Air Force has no day-to-day management
responsibility for TWCF operations.

Air Force Core Competencies:

The AFWCF activities support all the Air Force core competencies: Air and
Space Superionty, Global Attack, Precision Engagement, Rapid Global Mobility,
information Superionty and Agife Combat Support. These core competencies are
fundamental to the “Pathway to the 21% Century Air Force.” The working capital funds
provide key maintenance, transportation and support services and weapon system
spare paris and supplies. The working capital funds are integral to the readiness and
sustainability of our air and space assets and our ability to deploy forces around the
globe and across any theater in support of the National Military Strategy. Maintenance
depots provide the equipment, skills and repair services necessary to keep forces
operating worldwide. Supply management activities procure and manage inventories of
consumable and reparable spare parts required to keep all elements of the force
structure mission ready. Transportation provides the worldwide mobility element of the
global engagement vision. Activities that provide information services make it possibie
to operate and improve data collection and management systems essential to
warfighting and support activities. Directly or indirectly, working capital fund activities
provide warfighters the key services needed to meet mission capability standards.

Air Force Initiatives:

Lean Logistics is paying dividends for both the business activities and for our
customers. We've reduced pipeline times, improved repair processes and reduced
primary operating inventory with the development of time definite deliveries through
improved ordering and shipping procedures. Changes in inventory retention policy and
initiatives on managing insurance levels will improve our inventory status. Other
acquisition reform efforts o streamline contracting, strengthen vendor relationships and
expand the use of electronic interchanges are underway in all areas of material
management,




in Depot Maintenance, a number of process changes are underway with the
intent of reducing cost and improving performance. Standard process improvement
tools, e.g. Six Sigma, and Lean Manufacturing, are being implemented, a return to a
centralized maintenance directorate at each Air Logistics Center to maximize
economies has been completed, and updated cost and requirements estimating models
are under development. We have also increased our use of industrial engineers to
update bills of material and create more efficient repair processes and increased our
use of industrial prime vendor contracts to assure timely delivery of materials. Also, in
FY03, we will began transitioning our contract depot maintenance contracts out from
under the working capital fund umbrella and return them to direct appropriated funding.
This is intended to bring the user and provider of contract depot maintenance services
closer together and remove the WCF from its current role of ‘middieman’. This allows
our ALC managers to dedicate their time and efforts to organic production. in addition,
the Defense Material and Accounting System (DMAPS) implementation was complete
at the start of FY 2004. DMAPS provides more detailed and timely production cost
information and moves DMAG closer to Chief Financial Officer Act compliance.

The Air Force has formalized the use of functional and financial performance
plans to assess business operations at both Air Force Materiel Command (AFMC) and
Air Logistics Center (ALC) levels since FY 1997, Quarterly reviews by the SECAF and
CSAF continue to focus management attention on cost performance as well as the
ALCs' ability to deliver parts and maintenance on demand and on schedule.

The Air Force continues to make improvements in our financial and reporting
structures through close cooperation with the Office of the Secretary of Defense and
the Defense Finance and Accounting Service. We are working on revisions to simplify
depot level repair accounting and implemented a more accurate historical inventory
valuation methodology in FY05. Also, AFMC developed and implemented the Keystone
database to analyze wholesale sales and backorder data on a more real time basis.
This tool allows us fo work more closely with customers by having the same data at the
same time, and it provides automatic identification of discrepancies between the
accounting system and the logistics feeder systems from which data is supplied.

Supply Management Activity Group (SMAG):

Projected sales estimates reflect changes in operational tempo, business
concepts, supply availability, and additional focus on filling backorders.

The wholesale activity is committed to transformation initiatives to improve
meeting customer demands. The Air Force's logistics transformation initiative is
examining new ways of doing business and leveraging new technologies to support war
fighter needs. We are committed {o reducing the impact of parts obsolescence
problems associated with aging aircraft support within the Air Force. Currently, the
number of parts that have no qualified manufacturing or repair spurce is expected to
grow to over 38,000 parts over the next ten years. In addition, other aircrafl
components, particularly those used on older weapon systems, are also negatively
affected by a dearth of manufacturers willing to continue their production and/or repair.
The Air Force remains committed to re-engineer these parts for which no suppliers exist
and to take a proactive look at parts for which support appears {0 be disappearing.




Depot Maintenance Activity Group (DMAG):

Prior to FY04, the DMAG operated at a loss for several years in a row, primarily
due to material costs, which grew faster than approved sales rates. We increased
sales rates out of cycle in FY03 and increased FY04 and FYO05 rates to fully recover
costs. Our FY0B proposed rate change of 1.6% reflects a moderation in sales rate
increases as material costs have come more in line with projections. However, we are
cautious because material costs are very difficult to predict. We want to minimize the
sales rate increase to customers as much as possible, but not set it too low to fully
recover costs. We believe the FY06 proposed rate is set to achieve both objectives.

Significant emphasis is being placed on improving our ability to understand
material cost. We are developing the tools necessary to separate total material cost
into three components: a) the impact of price changes from suppliers, b} the impact of
using more material for items repaired, and ¢) the impact of material changes due {0
volume of work performed.

Information Services Activity Group {ISAG):

The ISAG will decapitalize in FY08. The information Technology (IT) market
environment has evolved from a programming intensive workload to meeting IT needs
using Commercial Off The Shelf (COTS) solutions. This shift combined with the
inability to quickly restructure its workforce to respond to the rapidly changing market
has neutralized the benefits associated with a WCF business activity, Air Force's
decapitalization efforts are consistent with Army and Navy decisions to de-capitalize
their Information Services components in ptior years.

Transportation Working Capital Fund (TWCF):

USTRANSCOM, as the single manager of the Defense Transportation System
(DTS), exercises combatant command and peacetime management over all common
user aspects of the global mobility system. One of the Department's highest priority
goals is to maintain robust and responsive defense transportation and distribution
system as a critical element of America's national security strategy for rapid power
projection and sustainment, USTRANSCOM's ability o move and sustain sufficient
numbers of U.8. forces, equipment and supplies, enables us to defend vital national
interests anywhere in the world at a moment’s notice. Qur support for the Global War
on Terrorism {(GWOT) dominates the cost changes from FY 2004 to FY 2007.
USTRANSCOM will engage rising costs by continuing to actively pursue strategies that
promote savings.

Since the inception of the TWCF in 1892, USTRANSCOM productivity and cost
avoidance initiatives and organizational streamlining efforts have resulted in savings of
over $1.3 billion. In cooperation with the Services, USTRANSCOM has made
significant progress in streamlining the components, Streamlining efforts are an
important step toward achieving a leaner, more efficient DTS, while preserving war-
fighting capability.




Cash Management:

A total of $2,160.1M was transferred out of the AFWCF cash accounts in FY04.
This included $671M in accordance with Congressional direction, $1,450M to Army
O&M to help cover shortfalls resulting from the lrag conflict and $39M in miscellansous
transfers, of which $37.8M went to DECA to cover negative budgetary resources. in
addition, there are congressional marks in FY05 totaling $1,133.0M. This budget
assumes that the Congress will delete section 8123 of the FY 2005 Defense
Appropriation Act, which requires USTRANSCOM to transfer $367M to AF Q&M. The
$967M transfer will leave USTRANSCOM cash negative and cause the AFWCF to go
broke in FY06. The FY04 and FYOS5 cash transfers were not the result of operations
and have created disconnects between the AFWCF cash position and AOR. The
Supply Management Activity Group is able to correct this disconnect through internal
cash realignment. However, disconnects between cash/AOR in the DMAG cannot be
corrected without a cash infusion. AFWCF DMAG customers did not receive any
benefit from the cash transfers; therefore, increasing rates to recover the shortfalls
created by the FY04/05 cash transfers is not an equitable business practice. Budgeting
to a zero AOR in FYO06 and FYO7 will drive DMAG cash below the 7-day goal and will
exacerbate cash/AOR disconnects.

Air Force Working Capital Fund Cash
Including USTRANSCOM
{Dollars in Millions)

FY2004 FY2005 FY2006 FY2007]
BOP Cash Balance 2,475.048 1,703.858 1,277.551 424,313
Dishursements 24.940.025 25,254 176 25,607.365 25,377,313
Collections 26,328.980 24,827.869 24,754.127 24,868,729
* Transfers {2,160.145} 0.000
EQP Cash Balance 1,703.858 1,277.551 424313 (84.271)
5-Days of Cash 689.625 671.220 674.005 679.687
7-Days of Cash 877.715 862.5156 868.002 872712
10-Days of Cash 1.160.454 1,149,455 1158.897 1162.250

* Transfers
include:

FY2004

Net Transfers

{350.0} Jun FY04 AFWCF transferred to Army O8M per OSD direction
(39.1}Feb FY04 AFWCF transfer to DECA
{451.01Dec FY04 UTRANSCOM Congressional mark to AF Q&M
£1.100.0} Apr FY04 USTRANSCOM transfer {o Army O&M per OSD direction
{220.0)FY04 AFWCF Congressional Mark to AF Q&M
{2,1860.13




AFWCF Total Summary - Financial Highlights

AFWCF Total Summary Wir Force Working Capital Fund Fiscal Year (FY) 2008/FY 2007
{Dollars in Millions) Consolidation Budget Estimates
February 2005
2004 2005 2006 2007
Estimated Revised Request Request
Actual Request
Cost of Goods Sold 25,472.610 24,878.867 25,436.556 24,948.200
Net Operating Results 591.466 -202.534 -768.751 -117.513
Accurmulated Operating Results 268.645 -20.639 -506.100 -B46.800
Civitian End Strength 30650 30297 29564 20578
Military End Strength 15026 15501 15486 15770
Civilian Workyears 29355 30267 29477 29263
Military Workyears 14760 14971 135857 13486
Capital Budget Program Authority 350.886 410,167 368026 368.148

RUN Date/Time 2/14/20056:03 PM  VERSION:Pentgon:sal_fmbmo/FYOSPBFINAL




Fund 14 Revenues and Expenses Fiscal Year (FY)2006/FY 2007

{Dollars in Millions) Air Force Working Capital Fund Budget Estimatles
Consolidation February 2005
2004 2005 2006 2007
Estimated Revised Request Request
Actual Reqguest
Revenue:
Gross Sales 29,285.939 27.602.110 27,769.112 27,980.306
Operations 29,055.992 27,383.273 27,531.375 27,725.358
Capital Surcharge 0.000 0.000 0.000 0.000
Depreciation excl Maj Const 0.000 0.000 0.000 0.000
Major Construction Dep 200847  218.837 237737 254848
Cash Surcharge 0.000 0.000 0.000 0.000
Other income 379605 398567  318.632 321770

Refunds/Discounts {~}
Total income:;

3.581.468 3,324.344 3,419.939 3,470.38¢
26,064.076 24,676.333 24 ,867.805 24,831,887

Expenses:
Cost of Materie! Soid from Inv 3.665.108 3,538.953 3.746.218 3.870.185
Cost of Materiel Repair 3,365.166 3,570.587 3,750.831 3,539.102
Cost of Condemnation Material Expense Recovery 1,276.822 1,032.826 1,083.146 1,135.850
Cost of Direct Reimbursable Material 414,408 400.853  318.632 321.770
Salaries and Wages:
Military Personnet Compensation & Benafits 87.925 90.666 52.804 54.272
Civilian Personngl Compensation & Benefits 2,092,019 2,110816 2,070.011 2.117.27%
Voluntary Separation Prog. incentive 0.163 2.700 2.700 2.700
Reduction in Force 0.000 0.000 0.000 0.000
Retirement Fund Offset - 15% 0.387 (.391 0,909 0.931
Retirement Fund Offset - $80 0.000 £.000 {.000 0.000
Travet & Transporistion of Personnet 304.681 206622 206001 302180
Materials & Supplies {For internal Operations) 4,165.880 4,893.482 4,662.5668 4,630.238
Equipment 129872  148.144 20.200 19.600
Other Purchases from Revolving Funds 1328608 1,311.504 1,160.284 1,045.370
Transportation of Things 134.034 104.763 116.045 116181
Depreciation - Capital 452 484 415,612 435188 462940
Printing and Reproduction 4612 9.837 8.833 8.987
Advisory and Assistance Services 60.985 56.425 22.929 27.749
Rent, Communication, Utilities, & Misc Charges 187.142  154.588 154382 157.548
Other Purchased Services 7,598.682 6,566.160 7,482.478 7,115.021

Total Expenses

25,248.980 24,606,540 25,364,175 24,931.877

Work int Process, Beginning of Year 693.645 470015  197.888 125307
Work in Process, End of Year 470.015 197688 125307 107984
Work in Process, Change ~223.830 -272.327 ~72.381 -17.323
Operating Resuit 591.466 202534 -788.751 ~117.513
Less Capital Surcharge 0.600 0.000 0.000 G.000
Plus Passthroughs or Other Approps {(NOR) 0.000 0.000 0.000 0.000
Other Adjustments (NOR} ~3.078 -2.050 -1.890 -1.887
Net Operating Result {Calcutation) 588,300 -204.584 770747 -118.500

RUN Date/Time: 2/15/200510:35 ANWERSION: Pentagon:saf_fmbmr/iFYQBPBFINAL




Fund 14 Revenues and Expenses Fiscal Year {(FY)2006/FY 2007

{Doliars in Millions) Air Force Working Capital Fund Budget Estimates
Consolidation Fabruary 2005
2004 2005 2006 2007

Estimated Revised Request Request
Actual Request

Prior Year Adjustments ~2.649 0.000 14.480 $3.000
Other Changes {AOR) 0.000 0.000 $.000 0.000
Prior Year AOR 1,568,988 268645  -2083% -506.100
Accumuiated Cperating Result 2,154.729 64.061 -~778.800 -625.600
Non-Recoverable Adjustment (AOR} 1,886.084 B4.700 -270.800 21.000

Accumulated QOperating Result for Bdgt Purposes 268.645 -20.839 -506.100 -646.600

RUN Date/Time: 2/15/200910:35 AWERSION: Pentagon:saf fmbmpr//FYOSPBFINAL
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Air Force Working Capital Fund
Fiscal Year (FY) 2006/FY 2007 Budget Estimates
Supply Management Activity Group

Activity Group Overview

The Air Force Supply Management Activity Group (SMAG) was incorporated into the Alr
Force Working Capital Fund effective 11 Dec 1996. During FY01, the Supply
Management Activity Group consisted of five diverse wholesale and retail divisions:
Material Support, General Support, Medical-Dental, Fuels, and United States Air Force
Academy. Effective with the beginning of FY02, the Fuels Division transferred to the
Defense Energy Support Center (DESC) as directed by DoD.

The Supply Management Activity Group manages over 1.6 million inventory items
including weapon system spare parts, medical-dental supplies and equipment, and
other supply items used in non-weapon system applications, The Air Force Supply
Management Activity Group is an equal partner in the support of combat readiness for
all customers by procuring critical material and making repair parts available for sale to
authorized customers. As a part of the inventory, the Air Force maintains a War
Reserve Material (WRM) Stockpile. The WRM provides an initial war fighting capability
until industrial production can sustain wartime demands.

The Alr Force Supply Management Activity Group generates revenue from sales of
various supplies to a variety of customers. The primary customers are Air Force
Operations and Maintenance, Air Force Reserve, Air National Guard, Foreign Military
Sales, Army, Navy and other non-DoD activities, as well as other working capital funds,
such as Depot Maintenance.

War Reserve Material (WRMY Direct Appropriation

The purpose of Medical War Reserve Materiel is to provide medical supplies and
equipment vital to support forces in combat for initial deployment and for the first 80
days of a contingency operation, and to provide basic force health protection to all
deploying AF active, reserve, and guard personnel, Availability of this materiel ensures
AF personnel can deploy as scheduled and that contingency operations can be
conducted until re-supply lines are established and materiel is routinely received from
the contiguous United States. The requirement funds the establishment and
sustainment of 2,431 assemblages that are maintained in the Medical-Dental Division
untii required and provide direct support o the war fighter. Approximately 1/3 of the
pharmaceuticals must be replaced annually because of very short sheif life or
emergence of newer more effective items. Medical equipment requires constant
upgrade {0 provide the maximum required capability possible, and new technology
constantly allows for replacement of equipment with smaller, more proficient models.
That often drives the requirement for changes in othar supply requirements. Medical
assemblies are classified into 5 categories: Expeditionary Medical Support, aero-
medical evacuation, specialty sets, AF Special Operations, and medical personal
protection. In addition, 413 new assemblages projected for build this FY include the
following:




Air Force Working Capital Fund
Fiscal Year (FY) 2006/FY 2007 Budget Estimates
Supply Management Activity Group

uedsttonaw Medical Support
4 - EMEDS +25 Assemblies
5 — Medical NBC Assemblies (Upgrade)
6 ~ EMEDS +10 Re-supply Packages
7 - EMEDS +10 Assemblies
9 - Patient Decorntamination Assembly {(Upgrade)
10 ~ Expeditionary Critical Care Teams
10 — Water Distribution Systems
11 - EMEDS +25 Re-supply Packages
11 ~ Patient Decontamination Assembly
. 13 ~ Air Transportable Clinics
. 13 — Biological Assessment Teams
. 15 — Expeditionary Capability Infrastructure Module
. 16 — Medical NBC Assemblies
. 17 - EMEDS Basic Re-supply Packages
. 18 — EMEDS Basic Assemblies
. 23 — Moblle Field Surgical Team Resupply
. 44 — Preventive Aerospace Medical Teams (Upgrade)
. 50 - Critical Care Air Transport Team Re-supply

S°9°?‘S”?‘PS*’.”"‘
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Aero-medical Evacuation
1. 6~ Contingency Aeromedical Staging Flight
2. 7 — Aeromedical Evacuation Operations Teams
3. 97 - Aeromedical Evacuation Flight Re-supply Kits

Spec:alty Sets

1 ~ Oral Surgery

1 ~ Infectious Disease Speciaity Set

2 — Critical Care Units

3 — Ancillary Specialty Sets

5 — Consequence Management Specialty Sets
10 ~ Mental Health Rapid Response

LR R S

Personal Protection
1. 120 — Sheiter First Aid Kits
2. 1100 — Shelter First Aid Kits (Upgrade)

The required pharmaceuticals and medical supplies to make the assemblages fully
operational are included. These are available for immediate use or transport to any
location. The Medical Dental Division finances contingency medical assets via a direct
Congressional appropriation that enables procurement of medical War Reserve Materiel
for the Air Force. The Surgeon General of the Air Force is responsible for programming




Air Force Working Capital Fund
Fiscal Year (FY) 2006/FY 2007 Budget Estimates
Supply Management Activity Group

and execution of funding to provide contingency health care in accordance with
Combatant Commander Operational Plans.

The Expeditionary Medical System (EMEDS) has proven itself to be light, lean and
lifesaving to the more than 65,000 AF, Joint and Coalition personnel. The high
operations tempo environment has brought our current inventory of deployable assets
to critical levels. At one point in FY03 the AFMS had no EMEDS Basic assemblages
available for deployment because all assets had already been sent to support on-going
missions or were committed to operational theaters. Without programmed dollars, the
build schedule for EMEDS, man-poriable, and speciaity sets will leave usin a
precarious situation. Additionally, postponed technology insertions threaten to make
this premiere system less than current. Keeping pace with the speed of medical device
technological advancement to ensure our warfighters have the best possible care
provided when they go in harms way places a significant financial burden on our WRM
resources. This Division also finances supply and equipment sales in 83 medical
treatment facilities worldwide.

Division Qverviews

Wholesale Activities

The Material Support Division (MSD) manages over 130,000 depot level reparable
(DLR} and consumable items for which the Air Force is the inventory Control Point
(ICP). The Air Force Materiel Command procures the inventory items and all inventory
items are generally weapon system related. The Supply Management Activity Group
provides cost visibility related to wholesale inventory control point operations {including
cataloging and standardization)} in support of the MSD. MS8D accumulates the costs for
civiian and military labor, travel, supplies, expendable equipment, and contractual
services. Additionally, this division recovers capital asset depreciation for funding future
capital investments. Also, MSD accumulates the expenses for reimbursable services
provided by the Defense Logistics Agency (DLA), Defense Logistics Information
Services (DLIS), Defense Finance and Accounting Service (DFAS), Defense
Reutifization and Marketing Service (DRMS), Defense Information Systems Agency
{DISA), and AF Operation and Maintenance - Base Operating Support.

increased deploymaents since 1980, aging aircraft, problems in funding spares through
most of the 1990s, and low retention of maintenance technicians in recent years have
combined and caused a drop in Air Force mission capable (MC) rates from 78.2% in
FY84 to a low of 72.7% in FY01. Improved funding and depot surge activity has
provided increase aircraft support during FY02 and FY03 providing us the ability to
improve the mission capable rate to 75.8% for FY03. In addition to MC rates improving,
we aiso have improved spare parts availability, improving our non-mission capable rates
relating to supply (NMCS8) from a low 14.3% in FYOO to 10.7% in FY03. These improved
statistics were primarily funding based. Some examples include the FY89 Bowwave




Air Force Working Capital Fund
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Supply Management Activity Group

funding (3381 Million) which allowed the Air Force to purchase much needed engine
components, Kosovo reconstitution funding, and an Air Force decision o provide
funding to replace condemned spares.

Retail Activities

The General Support Division (GSD) finances the Air Force retail inventory and issue
requirements for all non-Alr Force managed items other than those pertaining to
medical requirements. The GSD customers use the majority of items {o support fleld
and depot maintenance of aircraft, ground and airborne communication and electronic
systems, as well as other sophisticated systems and equipment. The General Support
Division also manages many items related to installation, maintenance, and
administrative functions. For FY05, our customers received a Congressional increase
to their budget of $144M for Interceptor Body Armor which provides eritical protection
for our troops. For FY08, the number of different items managed by General Support
Division is over 1,465,733.

The Surgeon General of the Air Force is responsible for the overall management of the
Medical-Dental Division. The AF assigned the central financial and material
management functions to the Air Force Medical Logistics Office at Frederick, Maryland.
The division manages 3,270 different items through 83 outlets, of which 69 are in the
CONUS. The Medical-Dental Division has a War Reserve Material requirement for
prepositioned medical supplies and eguipment vital to support forces in combat pending
resupply. It reduces the demand for high priority transportation and ensures a rapid go-
to-war capability,

The Air Force Academy Division finances the purchase of uniforms and uniform
accessories for sale to cadets in accordance with regulations of the Air Force Academy
and related statutes. The customer base consists of over 4,000 cadets who receive

distinctive uniforms procured from various manufacturing contractors located coast to
coast, :

Analysis of Undelivered Orders

Summary
Srotars in Mo Fyge FYQ03 FY04 FY02-03A FYO3R04 4
Academy $0.6 303 $0.0 -$0.3 -$0.3
Medical Dental $136.0 §83.0 $92.0 -$53.0 $98.0
General Support Division $430.5 $581.8 $682.8 g§151.2 $101.0
Totaf Retail $567.2 $665.1 $774.8 $87.9 §109.7
Material Support Division $4480.4 54,8301 B4.334¢8 $440.7 -3585.2
Total Supply Management Activity Group $5,066.6 855062 $5,108.7 $538.6  -§4854
Flying Hours 2,364,322 2,379,588 2.273,398 15,286  -106.190
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The Academy is our smallest division with revenues and expense less than $5.0M per

year. It has a predictable business base and has no material issues with undelivered
orders.

The Medical Dental Division is our second smallest with Revenues and Expenses in the
$800M range. The Medical Dental Division has only 4-5 days worth of inventory on
hand, it has a turn-over rate of 70-80 times per year with most items having a short
delivery schedule. Increases from year {o year in undelivered orders are mostly due to
customers purchasing late in the fiscal year.

The General Support Division is the largest retail division and the second largest
division overall with revenues and expenses that exceed $§2.28. Prior to FY(03, the
average value for undelivered orders was $373.0M. After 8/11 the increase in direct
reimbursements associated with Basic Expeditionary Airfield Resource (BEARY) kits and
additional bases overseas have increased customer requirements which will in<tumn
effect undelivered orders. The additional BEAR Kits are expected to deliver in FY(5
with a commensurate change in undelivered orders.

The Material Support Division is our largest division with $7.0B in net Revenues
Expenses. The Materiel Support Division has a Buy program of approximately $§2.0B
and a Repailr program of $4.38. The Buy program has a 5 year delivery schedule and
will deliver only 12% of it's assets in the first year, 75% in the next 2 years, and the
remaining 13% over the next 2 years. The Repair program has a delivery schedule of 2
years with 75% of the asset delivering in the first year. Changes in our undelivered
orders are driven by anticipated changes in our customer requirements (Flying Hours)

Revenue, Expenses and ltems Managed
The table below provides revenue and expenses for the iotal Supply
Management Activity Group {includes other income — direct reimbursement).

{$ Millions) FY 2004  FY 2005 FY 2006 FY 2007
Revenue $ 10,1495 § 9.,854.0 § 103143 § 10,2078
Expenses $§ 99683 $ 99117 § 103154 $ 10,2078
Operating Result $ 1812 % (BTN $ (1.1} $ -
$
3

Net Operating Results 1812 § (57.7) § (1.1} $ -
Accumulated Operating Resulis 58.8 % 11§ - % -
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Military and Civilian End Strength

Civilian End Strength, Full Time Equivalenis and Workyears reflect Material Supply
Division only. Military End Strength, Full Time Equivalents and Workyears include
Supply Management of Material Support Division and Defense Logistics Agency.

FY2004 FY2005 FY2008 FY2007
Civilian End Strength 2471 2484 2,509 2,515
Civilian Full Time Equivalents 2419 2,475 2,487 2,513
Military End Strength 60 81 64 64
Military Workyears 60 61 64 84

Customer Price Change (%)

Division FY 2004 FY 2005 FY2008 FY 2007
Material Support 18.27%  3.78% 5.74% 5.28%
General Support 10.76% -2.83% 1.81% 1.84%

Medical-Dental 0.27% -2.04% 3.69% 3.66%
Academy -0.28% -0.02% -3.65% 1.91%
Stockage Effectiveness

Stockage Effectiveness measures how often the supply system has available for
immediate sale those items it intends to maintain at base and depot level supply

locations.

Division FY 2004 FY2005 FY 2006 FY 2007
Material Support 75% 7% 7% 78%
General Support 87% 87% 87% 87%
Medical-Dental 96% 96% 96% 968%
Academy 97% 97% 97% 97%
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ltem Quantity Requirements

Nurrber of Receipts 6004146 5845967 6168046 6,168,046
Nurber of Requisiions 783858 7881206 8353920 835390
Cortracts Executed (1,2) 31242 34280 349083 34,903
Pudrese iation(3) 20% 20% 20%  21%
ters Maraced 1676607 1636556 1507458 1597458

{1) BExdudes MedDert irfomretion- AF Med Log systemis ureble o gererale
requested irforrefion. Wil be induded when Deferse Medical LogshcﬁSta'ﬁad
Systern{DM.SS) o be deployed deferse wide in FY06.

(&) Bdudes MBD - curert cortrading systerncanrot distinguish VBD furding if
rufiple furd citations used ona corrad.

(3) Starderd iflation used

{4) FY2004 to FY2005 inoeese inissues dus to GSD
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inventory Status

Alr Force Working Capital Fund Fiscal Yoar (FY) FY 2007

SM4 AF Supply Management Activity Group Budget Estimates
{Dollars in Mitfions) February 2005
2004 AC Total Mobil Pesacetime Peacetime
Operating Other
1. Inventory BOP 23,081,666 1,194,426 16,652.088 5,245,152
2 BOP inventory Adjustments
a. Beclassification Change {(Memo) 0,000 0.000 0.000 4.000
b. Price Change Amount (Memo} {151,828} {28.563) {122.008) {1.258)
¢ inventory Reciassified and Repriced 22,908.838 1,165.563 16,530.082 §.243.893
3. Recelpis at MAC 5,128.257 154.814 4,399,548 573.235
4. Sales at Standard 18,458.581 262.945 13,351,395 {155,809}
5. inventory Adjustments
a. Capitalizations « or {-) 87.272 6.18¢9 71.694 19,388
b. Returns from Customers for Cradit §,581.466 0.000 3,581.466 6000
¢. Returns trom Customers wio Credit {13,385.244} {309,987) {8,794.419}  (3,280.878)
d. Returns to Suppliers {+} {88.513) {8,739} {91.001} 7.228
o. Translers to Property Disposal {-} {2,085.710) {148.191) {1,518.078) {388.444}
{. issues/Receipts wio Reimbursement {88.862) 2178 {71.726) {19.212)
¢ Other Adjustmants
1. Destruct, Shrink, Deteriorations, sto, {65.808) {8.878} {42.587) {13.440)
2. Discounts on Returns (67.761) {6.822) {52.450) {6.439)
3. Trade-ing 000 $.000 0.000 0,000
3. Loss from Disaster 0,047 .00 0.03¥ 0.015
§. Assembly/Disassembly 10, 720577 259.382 7,842,952 2,638.283
8. Physical inventory Adj {804.839) {17,002} (587.725) Fon2IY
7. Ascounting Adjustments 9,738,684 195,080 FAT2727 2,166.817
8. Shipment Discrepancies {74.384) {B.571) {59.570) {11.242)
8. Other Gains/Losses B18.809 {32.376) 572.907 275,878
10. Strata Transters Q.000 0.000 {1000 C000
11, Strata Transfers in Transi 0.000 0.000 0.000 {1000
12 Other Adjustments - Total 20,258,128 384.814 15,045,685 4,827,629
h. Totat Adjustments §318.5%% {59.798} 7,222,624 1,.1865.712
8 Inventory EGP 22,928,142 987,984 14,8085 7,180.349
T. nventory EOP, Revalued (MAC, Discounted) 22,629,085 708,084 16515812 5,498,128
a. Economic Retention (Memo) 2,371,185 0000 .000 2,371.188
b. Contingency Retention (Mema) 263171 9,000 4.000 263111
¢ Potential DOD Reutifization {(Memo) 82.57¢ 2.000 0000 82,571
& Inventory on Order at Cost EOF {(Mema} 4,.328.628 97.887 3,312,436 913,185




inventory Status

Air Force Working Capital Fund Flacal Year (FY) 2008/FY 2007
sm4 AF Supply Management Activity Group Budget Estimates
{Dollars in Milllons) February 2008
2008 AP Total Mobil Peacetime Pescstime

Operating Other
1. inventory BOP _ 22,928.143 987.934 14,800.860 7.139.34%
2, BOP Inventory Adjustments
3. Reclassification Change (Mema} 0.000 0000 0.000 0.000
b. Price Change Amount {(Mema} {67.607} {12.048) {54.5248) {1,035}
. inventory Reclassifisd and Repriced 22,860.536 875.886  13,746.336 7.128.514
4. Recoipts at MAC 4,917.725 225.365 4,148,787 538,573
4. Sales st Standard 12,831.704 204.108 12,779,782 {15216}
§. inventory Adjustments
-a. Capitatizations + or () 102,598 5.320 77.%08 20,106
b. Returns from Customers for Credit 3,324,348 0,000 3,324,344 0.000
¢. Returns from Customers w/o Credit {13,837.836} {337.848) (10188900}  (3,411.400}
d. Returns to Suppliers {4} {35.142) {3.953} {40.781} 8902
&, Transiers to Propeny Disposal (-} {1,802.330) {86,384} {1,925.549} {300,406}
f. issues/Receipts w/o Reimbursement {106.170) {1.843) {4218 {20.009)
g. Other Adjustmenta
1. Destrusct, Shrink, Dateriorations, etc, {100.209) {45.085) {42018} {13.811}
2. Discounts on Redurns {68.803} {8.711} {52191} {8.501)
3. Trade-ins 0.000 £.000 0.000 0.000
4. Loss fram Disgster 0.04¢ S.002 3,081 0,018
8. Assembly/Disagsembly 11,138,670 269231 £149.036 2,720.403
8. Physical inventory Adj {836.374) {17.638} {610.860} {208.075}
7. Accounting Adiustments 8,846,803 208.251 6,531.484 2,106,888
8. Shipment Discrepancies {23.126) 2.916 {15.229) {10.813)
8. Other Gainsil.osses 1,256.968 51.78% 210,160 298,027
10. Strata Transfers 0.000 0000 0.000 0.000
11, Strata Translers in Transi 0.000 0,000 0.000 0.000
12 Other Adjustments - Totat 40213278 462.746 14,869,988 4,88L544
b. Tolad Adjustmerds : 7,758.880 28,847 £,632.508 1.087.827
& inventory EQP 22,705.437 1,085,688 12,742.857 8826877
7. inventory EOP, Revalued (MAC, Discounted) 22,360,588 T8 16,151,061 5,501.668
8. Economic Retention (Memo) : 2,340.356 0.000 0.000 2,340,356
b, Conlingency Hstention {(Memg) 2,597,653 9,008 {1000 2,897.558
¢. Potential DOD Reutllization {Memo) 81.997 0.090 9.000 81.497

& Inventory on Order at Cost EOP {Mema} 4,805,243 117,458 3,710,447 1,067,308




inventory Status

Alr Force Working Capital Fund Fiscal Year (FY) 2006/FY 2007

M4 AF Supply Management Activity Group Budgst Estimates
{Dollars in Mitions) February 2005
2006 R Total Mabit Peacstime Peacstime
Operating Other
1. inventory BOP 22,705.437 1,035.683 12,742.887 8,026.877
2. BOP fnventory Adjustments
3. Reclassification Change {Memo} 0.000 0.000 9.000 0,000
b. Price Change Amount {(Memo) {68.674} {12242) {55.381} {1.051}
¢. invertory Reclassitied and Repriced 22,636,763 1,023.451 12,687.486 §,925.826
3. Receipts at MAC 4,953,809 164.764 4,234,653 554,392
4, Sajes at Standard 13,419.188 170.681 13,416.588 {167.091)
5. tnventory Adjustments :
a. Capliatizations + or {} 97,256 {0540} 76,995 20,801
b. Relurns from Customers for Credit 3,413.998 0.000 3,419,958 0.000
¢ Rsturns from Customees w/o Credit {14,473.599} {350.024) (10585.887) {3.537.688)
d. Returns 1o Suppliers {) {41.781) {6.344) {41.070) £.623
e. Transters to Praperty Disposal {1} {£,797.609} {&8.998) {1,815.966) {443.244}
{. lssuswRecsipis w/o Reimbursement {118,968} (2.203) {94.877} {21.868)
4. Other Adjustiments
1. Destruct, Shrink, Deterlorations, etc. {93.744) STy {35.164} {14.81%)
2. Discounts on Returns {10.782) {6.898) {84,242} {8,652}
3 Trade-ins 0,900 0,000 0.000 D000
4. Loss trom Disaster 0.051 o.002 0,089 - o0ts
5. Assembly/Dissssembly  14,578.0%4 279.735 8,466,859  2,826500
6. Physital inventory Adj (861,238} {18,998) (634.744) {216,196}
7. Accounting Adjustments : 85,627,842 227.050 7,103,058 2,208,883
8. Shipment Discrspanecies {24.645) 937 {16.240) {31.242
8 Other Gains/losses 1,317,072 44,178 961,758 311100
10, Strada Transfers o000 0.000 0,000 0.000
11. Strala Transfers in Transit 0,000 0.000 8.000 0,008
12, Other Adjustments - Total 21,459.700 484,891 15,782,252 §,182.587
h. Tolal Adfustments 8,544,938 66.781 7,241,986 1,286,171
6. inventory EOP 22,716,322 1084305  10,7485%7 10,883,480
7. Inventory EOP, Revalued {MAG, Discounted) 22,852.9%7 765.713 16,163,858 §,723.5685
8. Econnmic Retention (Memo) 2373679 2.000 0,008 2,373.4879
b. Comtingency Rstention (Memca) 2,834,538 0.000 0.000 2,684,558
o Potential DOD Reutifization {Memo) 82,658 0.000 0000 82.658

8. Inventory on Order at Gost EOP (Memo) 5,002.677 112,398 5,761.895  1,128586
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Inventory Status

Alr Force Working Capital Fund Fiscal Year (FY) 2008/FY 2007

SM4 AF Supply Management Activity Group Budget Estimates
{Dollars in Millions) February 2005
2007 R Totat Mabil Peacotime Peacetime
Operating Other
1. inventory BOP 22,966,322 1,084,306 190,998.587 10,883.430
2. BOP inventory Adjustments
3. Reclassification Change (Memx) 0.000 0.000 0.000 0.000
b. Price Ghange Amount (Memao) {69.861) {12.468) {56.328) {3070}
¢. inverdory Reclassifisd and Repriced 22,896.461 1,071.842 10,942.208 10882410
3. Raceipts at MAG §,133.556 164,943 4,362.092 san.621
4, Sales at Standard 13,450,138 186.689 13,448,538 {165.08%}
5. Inventory Adjustmsnis
a. Capializations « or {-) : 101.653 {0.615) 80,392 21.874
b. Returns from Customers for Credit 3,470.38% 0,000 3,470,288 3,000
¢. Returns from Customers wio Cradit {15,218.200} (S67.876)  (11,126.958)  {(3.718.871)
d. Returnsto Suppliers {4 (40.052} {6701} - {89.374) 6023
e. Transters to Property Disposal {) {1,882.313) (74.659)  (1,373.620) {334,034}
{. Issues/Recaipts w/o Relmbursement £126,041) (2.208) {98,768} (977}
9. Other Adjustments
1. Deatruct, Shrink, Deteriotations, ste, {84.261) (31,308} {8741%) {15.561)
2. Discounts on Returns {18.241) {6.991) {66.122) (10.428)
3. Trade-ins 0.000 0.000 0.600 0.000
4. Loss from Disagter 0.053 6.002 0,034 0.017
5. Assembly/Disassembly 12,168,341 294,005 B,898.086 2,570,650
6. Physicat inventory Adj (914.219) (15.426) (687.552) {227,281
7. Accounting Adjustmerds #.,571.841 225.581 7.083. 708 2,282,064
& Shipment Discrepansies . {26.553) 2858 {17.679) {11.827}
9. Other GalnsiLosses 1,949,937 23.659 1,008,988 ar.ere
10, Strata Transters G000 2.000 0,000 0000
13. Strata Transters In Transi , 0,000 0.000 0.000 2,000
12. Other Adjustments - Total 21,876,378 483504 16162680  5,305.244
h. Yotal Adjustments 8,288,812 36,387 7.084.696 1,187,758
& Inventory EOP 22,868696 1130463 8852464 12,785,779
7. inventory EOP, Bevalued (MACG, Discounted) 27,971,517 B54.299 21,254,186 §,769.082
a. Economic Retantion (Memo) 2,361,814 2.000 0.000 2,261.811
b. Contingency Retention {Mamo) 2,621,986 0400 0.000 2,621,388
¢. Potentisl DOD Rewtilization Memo) 82,244 0.000 0,000 82.244

&, lnventory on Order at Cost EOP (Memo) 4922313 106.474 $,702.383 1,113,256
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War Reserve Material (WRM) Stockpile

Alr Force Working Capltal Fund
SM6 AF Supply Management Activity Group Budget Eslimates
{Dollars in Millions) Fabruary 2005

STOCKPILE STATUS 2004 AC Total WRM Protected  WRM Other

Fiscal Year {FY) 200&/FY 2007

1. Inventory BOP ® std 1,194.428 591,613 502.813
2. Price Change {28.563) (28.563) 0.000
3. Reclassitication 0.000 2.000 0.000
4.inventory Changes 347.981 35.727 312.234
a. Reesipts @ std {155.133} 120489 {284.622)
{1). Purchases 154,818 114,270 40.544
{2}. Returns from customers {309.947) 15.218 {325.166)
b. Issues @ std 112.091 {5.907) 117.998
{1}. Sales 262845 107.188 155809
{2} Returns to Suppliers {4739} {8.700) : .86
{3). Disposals {146.1 15) {107.343} (38,772}
o Adjustments @ atd 391.008 {87.845) 478,858
{1). Capitalization 6183 4.201 1.888
{2}. Galns and Losses {32.376) {60.015) 27.848
{3}, Other 417,180 {32.137} 448,327
Inventory EQP 887.934 484.505 503.429
1. Storage 0.000
2. Management £5.000
3. Maintenance/Other 0.000
Totat Cost 0000
1. Cbligations @ cost 159.757
3, Additional WRM Investment 0,000
b. Replacement/Repalr WRm - Rein 159,757
. Stock RotationdChsolescance 6.000
d. Assemble/Disassembie 0.000
e, Othey £1.600

Tatal Request 159.757




War Reserve Material (WRM) Stockpile

Alr Force Working Capital Fund
SMé AF Supply Management Activity Group Budget Estimates
{Dollars in Millions) February 2005

STOCKPILE STATUS 2005 AP Total WRM Protected  WRM Cther

Fiscat Year (FY) 20068/F¥ 2007

" 1. Inventory BOP @ std 987.994 484,508 503.429
2. Price Change {12.048) {12.048) 0.000
3. Reclassification 0.000 0.000 0.000
4.Inventory Changes 483.017 170.237 297.760

a. Receipls @ sid {112.483) 186,942 (299,425)
{t}. Purchases 225,385 186.942 38423
{2}. Returns from customers {237.848) 0,000 {3a7.848)

b. Issues @ std 112,425 {0.451) 112.876
{1}. Sales 204.105 §1.942 152,163
{2). Returns to Suppikers {2.353} {4.350) 0.857
(8} Disposals {88.327) {48.043) {40.234)

¢ Adjustments @ std 468,075 {16.254) 4B4.929
{1). Capitalization 5.82¢ 3.387 1.962
{2). Giains and Losses 51,781 23.08% 28720
{3). Other 410.965 42.682) 453,647
inventory EQP 1,035,693 538810 498.833
1. Storage 0.000 0.000 6.000
2. Management 0.000 2,000 0.000
3. MaintenancesOther 0.000 8.000 0.000
Total Cost 0.000 0.000 0.000

1. Obligations @ cost 0.000 227.042 0.000
a. Additional WRM Investmornt 2.000 81.100 2,000
b, Replacement/Hapair WRM - Reip 0.000 145.942 9.000
<. Stock Hotation/Obsolescencs 0.000 2.000 0,000
d. Assembie/Disassembis 0.000 0.000 0.000
2 Other 0000 0,008 0,000

Total Requsst 0,000 227.042 0.000
SM3C Funded Deficit Total 0.000 133.042 0.000
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War Reserve Material (WRM) Stockpile

Alr Force Working Capital Fund Fiscal Year (FY) 2006/FY 2007

SM6 AF Supply Management Activity Group Budget Estimates
{Dollars in Millions) February 2005
STOCKPILE STATUS 2006 B Total WHRM Protected  WRM Other
1. inventory BOP @ std 1,035,693 538.81¢ AS6.882
2. Price Change (12.242) (12.242) 0.000
3. Reclassitication 0.000 0.000 0.000
Alnventory Changes 402.236 78.112 829.124
a. Receipts @ std {185.260) 125.782 (311.042)
{t}. Purchases 164,784 324,782 39.982
{2). Returns from customers {350.024) 1.000 {351.024)
b. issues @ std 98.145 {3a.127) 126,272
(1). Sales 170.691 3.600 167.091
{2). Returns 1o Suppliers {8.334) {2.380) 1.086
{S). Disposals 1.2 {29.847) {41.855)
¢ Adfustments @ std 494.35¢ {18.543) 513.884
{1). Caphatization {0.540) {2.579) 2.039
{2). Gains and Losses 44,175 14.335 26.830
{8). Other 450.716 (81,299 482.015
Inventory EOP 1,084.305 582.480 491,825
1. Storage 0.0 0.000 0.000
2. Management 0,000 0.900 0.000
3. Maintenance/Other 0.000 0.000 : o000
Total Cost 0.000 {.600 ' 0.000
1. Obligationa @ cost .00 142.04¢ 0400
a. Additional WRM investment 0.600 32441 Q.000
b. Replacement/Repair Witm ~ Reln - 6.000 92,600 0.000
¢. Stock Rotation/Obsolescsnce Q.008 0.000 0.000
d. Assemble/Disassembis 0000 0.000 0.000
8. Other Q.000 {000 0,000
Total Request 0.000 142081 8,000
SMIC Funded Deficlt Total 4000 45,081 Q.000
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War Reserve Material (WRM) Stockpile

Air Force Working Capital Fund Fiscal Year (FY} 2006/FY 2007

SMs AF Supply Management Activity Group Budget Estimates
{Dollars in Miltions) February 2005
STOCKPILE STATUS 2007 R Total WRM Protected WRM Other

1. inventory BOP @ atd 1,084.305 592.480 491,825

2 Price Change {12.483) {12.463) 0.000

3. Reclassification 0.000 5,000 0.000

4.lnverttory Changes 395,989 72875 323,134

8. Receipts @ std {176.939) 149,197 {326.130)
{1}, Purchases 180.943 148,147 42796
{2). Returnzs lrom customers {387.678) £.050 {368,926}

b, lasues @ std 85.033 87.158) 122.188
{f). Saies 168,689 3.600 165,089
{23 Returns to Supplisrs {6.701) {r.ram 1.08¢
{3}, Disposals {76.955) {32.966) {$3.959)

c. Adjusiments @ std 487,588 {99.166) - B27.055
{1). Caphtalization {0.615) {2.758) 2143
{2). Gains and Logses , 23,694 {7,663} $1.982
{3}, Other 464,805 {2B.745) 493,850

Inventory EOP 1,190,458 846.692 484.761
1. Storage 0.000 0.000 0.000
2. Management .000 000 0,000
3. Maintenanca/Other 8.000 0.000 0.000
Taotal Cost 0.000 0.000 0.000

1. Obligations @ cost 0,000 143,654 0.000
a. Additional WRM investment 0.000 44.054 0.000
b. Raplacement/Hepair WRm ~ Rein 0.000 88,600 £.000
<. Stock Rotation/Obsolsssence €.000 G000 0.000
d, Assemble/Disassemble 0.000 0000 | 0.000
2. Other 0000 ®000 9.000

Total Request 2.000 148.654 0,000

SMIC Funded Delicht Total 0.000 47.854 0.000
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Sources of Revenue

Air Force Working Capital Fund Fiscal Year (FY) 2008y 2007

FUND1 AF Supply Management Activity Group Budget Estimates
{Dollars in Millions} February 2008
2004 AC 2005 AP 2006 R 2007 R
1. New QOrders
a. Orders From DOD Components:
{1} Air Force
fa} Aircrafl Procurement 28.700 38,496 44,248 48.836
{b} Missiie Procurement 2,072 2.263 1.978 1.934
{c} Other Procurement 10.684 s.002 3,985 3.577
{d} Military Construction 0.000 0.000 0.000 0.000
{e} Oparations & Maintenance - AF 6,414,262 5.808.815 . £011,708 5,841.966
{1} Mititary Personnel ~ AF 0.553 30.942 80,481t 26.688
{g} Rescarch ang Devalapment - AF 80.336 88.800 81.717 T34
{h} Ressrve Pergonnel -~ AF 5.848 4.95% 5.99¢ 8,485
{i} Operations & Malntenance - AFRES 384,897 398.128 420,218 419,983
{f Opsrations & Malnionance ~ ANG 1,427.520 1,295.579 1,380,891 1,458.171
{k} Guard Personnal - ANG 4.665 11712 11.542 10.298
{f} Family Housing 2,813 19.439 17,789 15.588
{m) Special Trust Funds 1.760 8,140 5478 B.452
{n} Other Alr Foroe 2.000 8.010 . 0,011 2013
Total Air Force 8362335 7.710.285 8,015,014 7,811,020
(2) Army 53,674 35,027 42.958 47.615
{3} Mavy 169.685 185,894 191.823 205,462
{4} MAPIGram Ald 0.011% 0.115 0118 3.8231
{5} Other DOD $,384.496 1,295.508 1,527.485 1,625,748
Tolat DOD excluding WOF $,8970.201 9,248,828 _778.078 8,793,654
b. Orders From Other Fund Activity Groups
{1} Oth AF Bupply Mansgement Activity Groups 0.587 20.528 25,280 31.208
{2} Transportation Activity Group - THANSCOM 411.678 588,775 556.580 583.649
{31Depot Maintenance Activity Group 2525842 2,560,077 2,857.768& 2671883
{4} Other WCF Activity Groups 0.008 8.035 0.020 2,008
{5} Commissary, Sur. Coll. 0.000 0.000 0,000 0000
Totsi Other Fund Activity Groups 2,537.815 3,125.815 3,243,648 §,291.541
. Totat DOD 12,908.016 12,382,248 13,021.7’23 13,085,188
d. Other Orders:
{1} Other Federal Agencies 10.081 17.204 1R.687 16928
{2} Non Federal Agencies 8,225 5533 $.270 3685
{8) FMS 242,063 284440 308,127 848,640
Totat 268.269 30777 330,088 369.163
Total New Orders 13,176,988 12,659,421 13,351.810 13,454.358
2. Carry-in Ordarg 1,087.888 §92.885 ¥72.544 n08.788
& Total Gross Orders 14,244,260 13,552.308 14,124 3548 14,163,124
4. Revemue 18,351.285 12,778.762 12,415.588 13,448,532
& End of Year W-hP 0.000 8.000 0.000 0.000
8. Direct Cantract Obligations 0.000 Q.000 8.000 Q.000

7. Non-DeD, BRAC, FMS and DWCF Orders £.000 8.000 0.000 2000




Revenues and Expenses

Air Force Working Capital Fund Fiscal Year (FV) 2008FY 2007

FUND14 AF Supply Management Activity Group Budget Estimates
{Dodlars in Millions} February 2008
2004 20056 2006 2007
Estimated Revised Request . .. Reguest
Actual Requast

Revenue:

GROSS REVENUE FROM SALES 13,851.886 12,779.762 18,415,588 13,446.533
LESS CREDIT RETRUNS 3,581.4688 $,324.344 8,419,939 §,470.389
NET REVENUE FROM SALES 9,769,928 9,455.418 9,995,649 8,976.144
DIRECT REIMBURSEABLES 879.605 388,587 318632 21,710

initial Spares 109,080 128.283 126.130 123.495
Readiness Spares Package 143,762 157.262 148.461 150821
Other Direct Reimbursements 126.763 133.042 48,041 47.654

TOTAL HEY REVENUE 10,149,633 9,8532.885 10,814,281 10,287.914
COBT OF MATERIEL SOLD FROM INVENTORY 3,665,109 §,638.953 §,746.218 3,870.185

COST OF MATERIAL REPAIR 3,365,168 3,570.587 3,750.881 3,538,102
SUBTOTAL SBALES MATERIAL EXPENSE 7,080.275 7,209.540 7,497.049 7,808.267
Condem Mater Expanse Recovery {CMER} 1,276.822 1,032.826 1,083,146 1,185,860
COST OF DIRECT REIMBURSEABLE MATERIAL 414.409 400,853 aelz 2.7

initial Spares 111,865 128268 126,130 122.485
Readiness Sparss Package ' 26.280 187,262 148,451 150.821
Mobitization 2.0 o.000 Q.000 C.000
Other Direct Reimbursements 206,264 125928 46.041 47.684

SUBTOTAL MATERIAL EXPENSE 8,724,506 B8.643.219 8,898,827 8,866.6587
BUSINESS OPERATIONS:

Milary Parsonnot 5.568 4.508 4.662 4.820
CIVILIAN PERSONNEL 171,298 175.202 185.684 188.277
TRAVEL & TRANSPORTATION OF PEOPLE B.481 8,861 B8T? 7.003
MATERIALS & SUPPLIES 8108 13.250 13.464 12,684
EQUIPMENT G000 0,000 £.000 200
OTHER WCF PURCHABES 476304 490.489 420,794 426,429
TRANSPORTATION OF THINGS 116.204 86236 96445 $7.381
Capital investment Depreciation 82.083 65,128 65.500 84,100
Printing and Reprogustion 1.553 5,755 5,078 8174
Advisory and Assistance Servicos 0,000 0.619 0.62¢ 0.640

RENT, COMMUNICATION, UTILITIES 49,870 42,862 43.544 44,287
Other Purchased Services 331,263 377438 B13.774 579,122
SUBTOTAL BUSINESS OPERATIONS 1,246,828 1,268.448 1,416,542 1,431.027
 TOTAL EXPENSES $,968.334 2,911.654 10,315,368 10,297,914

Operating Result 181,169 {57.679} {1.088) 0.000

Less Capital Surcharge Resaryation 0.000 0.000 0.000 £.000
Plus Passthroughs or Other Approps {NOR} ¢.000 0.000 £.000 0.008
Mobitization (NOR} 1,000 0.000 0.00% 2,000
Cther Adfustmeats (NOR) 0.000 1000 0.000 0.000

Other Changss {NOR} : 0.000 Q.000 £.000 0,000
NET OPERATING RESULT (NOR) 181,199 {57.679) {1.088) 0.000
Prior Year Adjustiments (ROR} 0.000 2,000 0.000 £.000
Othet Changas (AOR} 0.000 0,000 0,000 2.000
PLUS PRIOR YEAR {ADR) 58.943 58.767 1.088 2.000
Accumulated Operating Result 288,542 1.068 2,000 0.000

Non-Recoverable Adjustment (ADR) ) 180.778 0,000 000 2000

Acsumuisted Oporsting Result for Bagt Purposes 58767 1.088 0.000 0800
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AIR FORCE WORKING CAPITAL FUNDS
DEPOT MAINTENANCE ACTIVITY GROUP (DMAG)
Fiscal Year (FY) 2006/2007 Budget Estimates

DMAG Mission Statement

The Depot Maintenance Activity Group {(DMAG) repairs systems and spare parts that ensure
readiness in peacetime and provide sustainment to combat forces in wartime. In peacetime, the Air
Force enhances readiness by efficiently and economically repairing, overhauting and modifying
aircraft, engines, missiles, components and software to meet customer demands. The depots have
unigue skills and squipment required to support and overhaul both new, complex components as welf
as aging weapon systems. An extremely important facet of the depots is that during wartime or
contingencies, the AF can surge repair operations and realign capacity to support the war-fighter's
immediate needs.

Repair and overhaul are accomplished by both Air Force Materiel Command (AFMC) depot and
contract operations. Depot Maintenance operates on the fund received from ifs customers through
sales of its services. Contract DMAG program is being realigned under direct funding o provide a
more direct relationship between customers and repair contractors. This initiative began by direct
funding certain contracts in FY03. The current schedule is to complete the transition by the end of
FYO7?.

DMAG Customers, Products and Services

Depot Maintenance provides support {o a variety of customers. DMAG’s single largest customer is the
Supply Management Activity Group (SMAG), which generates approximately 44 percent of our
revenue. The Major Commands, including the Alr National Guard and Air Force Reserves, generale
approximately 44 percent of our revenue. The remaining balance of the work comes from other
services, other government agencies and foreign countries.

Scheduled overhaut for airframes and engines is provided based on a planned timetable or number of
cycles for each weapon system. We also repair individual components routed from the field. Missiles
and ground electronic systems are repaired through scheduled and unscheduled depot maintenance.
Air Force depots provide an extensive software capability to develop or maodify software used to
operate weapon systems, as well as software designed for diagnostic purposes. The depots
manufacture critical components required for parts not otherwise obtainable in a imely or cost
effective manner. Finally, DMAG provides storage, regeneration and disposal of excess equipment for
all the services at the Aerospace Maintenance and Regeneration Center at Davis-Monthan Alr Force
Base, Arizona.

DMAG Objectives
There are two primary objectives of the DMAG.

The first primary objective is to provide depot repair capability for fielded and emerging weapon
systems. Several actions o meet this first objective are as follows:

« Meet end item delivery commitments 90% of the time by the end of each fiscal year.
Exchangeable delivery commitments will be based on the flow day metric,




« Ensure technically compliant operations across all product lines.
« Manage controllable costs to meet or beat the rate of inflation.

« Ensure new and existing weapon systems/technologies are considered during the biennial core
assessment to retain g viable organic core capability in the future.

« Continue development, implementation and execution of parthering agreements.
« . Manage costs each year to ensure Net Operating Result (NOR) goals are met or exceeded.

« Drive accepted quality defect rates to .03 per exchangeable item and according to individually
established Model Design (MD} and Type Model (TM) defect rates.

« Improve DMAG budget forecasting, budgeting, and execution processes by forecasting within
1% of a) total revenue; b) cost of goods sold; ¢) expenses; and 2% of Direct Product Eamed
Hours (DPEHSs) produced. Budget for 100% of new customer orders generated from the
annual workioad review.

The second primary objective is {0 ensure the ability to rapidly respond to user requirements driven
by contingency operations. To accomplish this, short and long term strategies must be developed
to implement the depot maintenance strategic plan; strategies that provide the workload capacity
and capability to meet depot maintenance; a) peacetime support; b) surge,; and ¢} core
requirements by the end of each fiscal year.

Outlook

As the Air Force evolves through current Transformation initiatives, Depot Maintenance will remain a
fundamental element of both readiness and sustainabilily by providing a cost effective rapid repair
capability. The Depot Maintenance activity will: a) continue 1o provide a core Air Foree depot
capability fo retain an in-house source of technical compstence, b) continually seek new methods for
efficient use of our resources such as partnering, government owned/contractor operated facilities,
and contract field teams augmenting in~house operations; and ¢} continue to invest prudently to find
innovative ways o decrease flow days for systems and components, increase parts availabilily to the
repair line and control material costs through process reviews, adoption of commercial practices and
engineered standards.

DMAG Mission Description

Depot Maintenance provides capabilities that guarantess mission support of workload for combat
forces. Organic Depot Maintenance ensures support of mission essential workloads and support of
workloads that commercial sources cannot or will not perform. Contract Depot Maintenance supporis
non-mission essential workicads and mission essential workloads where the risk of non-support is low.
This can include mititary workloads that have commercial derivatives, where there are multiple contract
sources to perform the work, and where these sources have experienced few production disruptions.




Organic Depot Maintenance services include repair, overhaul and modification of aircraft, missiles,
engines, engine modules and associated component items, exchangeable spare parts and other major
end items. Other services include local manufacture, software maintenance, aircraft storage and
reclamation, and support {o base tenants. Organic depot maintenance sites include;

Ogden Air Logistics Center (0Q0-ALC), Ogden, UT

Oklahoma City Air Logistics Center (OC-ALC), Oklahoma City, OK
Warner Robins Air Logistics Center (WR-ALC), Warner Robins, GA
Aerospace Maintenance and Regeneration Center (AMARC), Tucson, AZ

DMAG Mission Organization

The Depot Maintenance Activity Group (DMAG) is managed under a Chief Executive Officer structure.
The AFMC Commander (AFMC/CC) is the Chief Executive Officer (CEO). The AFMC Direclor of
Logistics (HQ AFMC/LG) serves as the Chief Operating Officer (COO) and the AFMC Director of
Financial Management (HQ AFMC/FM) is the Chief Financial Officer (CFO). At the center level, the
Center Commander {CC) has the responsibility {both operational and financial) for Depot Maintenance
at that center. The Center Chief Operating Officer {CQO} responsibility is exercised by the Director of
Maintenance {MA at OC-ALC, O0-ALC and WR-ALC) or the Center Executive Director (CD) at
AMARC). Day-to-day management of the financial portion of the DMAG is managed by the center
Chief Financial Officer (CFO).

Financial Highlights

Total Customer Orders: ($M) FY04 FYO5 FY06 FYO7
Qrganic 5,230.4 5,184.7 5,038.1 5,343.8
Contract 1,320.2 1.000.0 1,000.0 0.0
Total 8,550.6 8,184.7 8,038.1 5.343.6
Revenue and Expenses (3M) FYO4 FYo5 FYQ6 FYQ7
Revenue §,821.2 6,367.6 6,110.2 5,891.7
- Cost of Goods Sold/Other* 8,528.6 8,364.9 65,4204 5,091.7
= Net Operating Results 3828 2.7 (310.2) 0.0
Prior Year AOR {81.4} 307.4 310.2 0.0
+ Prior Year Gains/Losses (2.8} 0.0 0.0 0.0
= Revised Prior Year AOR {84.0) 307.4 310.2 0.0
+Other Changes (AOR) 0.0 0 0.0 0.0
+ Net Operating Result 3826 2.7 {310.2) 0.0
= End of Year AOR 308.6 310.2 0.0 Q.0
- Non-Recoverable Amounts 1.2 0.0 0.0 0.0
= End of Year AOR (Budget Purposes) 307.4 310.2 0.0 0.0

*QOther includes the undepreciated value of eguipment written off and extraordinary items consistent
with the 1307 report. These amounts are identified on the Fund 14 *Cther Adjustments (NORY’ line.

Stabilized Sales Rates and Prices




FY04 FYO05 FY06 FYo?

Organic Composite Sales Rate 237.84 254.02 258.14 268.80
Rate Change 19.1% 6.8% 1.6% 4.1%
Contract Customer Price Change 7.5% 7.5% 7.5%

The following list depicts the estimated changes from the FY05 organic composite rate to the FY06
composite rate.

FY05 Composite Stabilized Sales Rate 254.02
Price Growth
Labor 1.80
Material 5.02
Business Operations 42
Business Overhead .83
Totat Price Growth 7.77
FY08 Program Change
Miscellaneous 4.70
UUT Software Transfer from MSD to DMAG 5.44
Material Decrease -16.31
Labor 2.52
Total Program Change -3.65
FYO06 Proposed Composite Stabilized Sales Rate 258.14
FY06 Composite Rate Change 1.6%

The following list depicts the estimated changes from the FY06 organic composite rate {o the FY07
composite rate.

FY06 Proposed Composite Stabilized Sales Rate 258.14
Price Growth
Labor 2.25
Material 8.56
Business Operations 50
Business Overhead .04
Total Price Growth 9.35
FYQ7 Program Change
Miscellaneous 1.08
UUT Software Transfer from MSD to DMAG .05
Labor 21
Total Program Changes 1.31
FYO7 Proposed Composite Stabilized Sales Rate 268.80

FYO7 Composite Rate Change 4.1%




Other FY04
Manpower Resources:
Civilian Endstrengths 23,110
Civilian Workyears {w/o OT) 21,918
Overtime % (Direct) 13.2
Efficiency % (Direct) 95.2
Military Endstrengths 172
Military Workyears 202
FY04
Direct Production Earned Hours Produced 22,807
FY04
Unit Cost (Organic Expense Rate) 214.57
Direct Appropriation: {$M) FYD4
38.0
Capital Budget Program Authority: ($M) FY04
Equipment 102.6
ADPE & Telecom 8.9
Software Development 62.8
Minor Construction 2.0
TOTAL 176.3
Cash: (3M) FY04
Dishursements £,640.8
Collections 6,825.8
Change in Cash -184.9
Cash Balance 537.5
Performance Indicators Goal FY04
Net Operating Result ($M) 267.5
Due Date Performance 80% 92%
Quality Defect Rate .22 28

FY05

22,396
22,426
8.8
093.3
216
252

FY05
22,755

FY05
223.25

FY05
0.0

FY05
68.8
7.5
63.0
3.4
142.7

FY05
6,629.1
6,431.7

-31.3

506.2

FYO05
2.7
20%
22

FY06

21,584
21,587
9.8
87.8
216
244

FY08
20,376

FY086
250.88

FY06
0.0

FY06
61.6
8.7
59.6
5.0
132.9

FYQ6
6,386.3
6,012.1

-374.2

132.0

FYO6
{310.2)
890%
22

FYO7

21,601
21,345
11.0
4.7
216
256

FYO7
21,184

FYO7
258.68

FYO7
0.0

FYO7
76.6
7.5
57.8

144.9

FYO7
680818
6,002.0

-88.7

42.3

FYQ7
0.0
20%
22




Current Emphasis:

Prior to FY04, the fund operated at a loss for several years in a row, primarily due to material cosis,
which grew faster than approved sales rates. We increased sales rates out of cycle in FY03 and
increased FY04 and FYO05 rates to fully recover costs. Qur FY08 proposed rate change of 1.6%
reflects @ moderation in sales rate increases as material costs have come more in line with
projections. However, we are cautious that material costs are very difficult to predict. We want {o
minimize the sales rate increase to customers as much as possible, but not set it too low to fully
recover costs. We believe the FY06 proposed rate is set {0 achieve both objectives.

During FYO0S5, significant emphasis will be placed on improving our ability to understand material cost.
We will develop the tools necessary o separate total material cost into three components: a) the
impact of price changes from suppliers, b} the impact of using more material for items repaired, and ¢}
the impact of material changes due to volume of work performed.

DMRT INITIATIVES. Air Force determined that different business rules between contract and organic
DMAG contribute to financial losses within the working capital fund (WCF) undermined the organic
program and invalidated comparison of organic to contract DMAG performance. Therefore, AF plans
to discontinue financing the contract depot maintenance (CDM) program through the WCF. Although
using the WCF allows some flexibility in how contract depot maintenance operations are funded,
removatl will allow depot maintenance managers to focus on core organic operations.




FUND2
{Dollars in Miltions)

Changes in Cost of Operations

Air Force Working Capital Fund

AF Depot Maintenance Activity Group

Fiscal Year (FY) 2008/FY 2007
Budget Estimates
February 2008

FY04 TO FY05 FY05 TO FY06 FY06 TO FYO7

Cost of Operations
Organic

Contract

TOTAL

ANNUALIZATION
Annualization of Civilian Pay
Annualization of Military Pay
TOTAL ANNUALIZATION

PRICE CHANGES

Organic Civillan Pay Ralses
Organic Military Pay Raises
Material Price Growth
Caontractar Cost Growth
Contract interservice Grawth
QOther Growth

TOTAL PRICE CHANGES

PRODUCGTIVITY SAVINGS
Organic Lahor Savings
Material Savings

Organic Other Savings
Coniract Savings

TOTAL PRODUCTIVITY SAVINGS

PROGRAM CHANGES
Qrganic Labor Workioad
Material Workload

BOS

Gontractor Changes

TOTAL PROGRAM CHANGES

OTHER CHANGES

Travel & Transportation
Organic Depreciation
Organic Facility Maintenance
Organic Utilities

Data Systems Development
Organic Other ADP

Organic Equip/Vehicle Rep & Maintenance

Miscellaneous
TOTAL OTHER CHANGES

TOTAL CHANGES

RUN Date/Time: 2/11/3005 10:45:31

4,893.730
1.408.176
6,301,806

18,181
0.091
198.252

30.689
G.271
51.661
51.856
4.608
12.212
151.297

0.000
0.000
0.000
2.000
9.000

{58.120}
224.44%
{3.458)
(388,137}
{223.266)

2.861
(22.589)
6.639
1,438
{4.968)
18.821
{8.801)
{153.154)
{158.555)

{211,372}

§,080.141
1,010.383
§,090.534

16.324
0.100
16.424

21.261
0.307
141.341
36.473
4.768
12.289
216.426

0.060
0.000
0.000
0.000
£.000

(4.459)
(228.177)
17,763
270.266
55.393

{0.240)
1,693
{0.057)
0.430
(17.76%)
(6.521)
1.638
{12.061)
(32.771)

255.472
VERSION: Pentagan:sal_fobmr/FYOEPEFINAL

5.112.058
1.233.948
6,346.006

10.718
0.081
10.798

21.721
0.328
136.348
46,832
3.802
13.155
216,287

0.000
0.000
0.060
0.000
0.000

8.450
(93.505)
0.250
{523.841)
(610.546)

0.369
5.604
{0.458)
0.514
{1.640)
{0.220)
0.816
4,628
9.7

{373.843)




Changes in Cost of Operations

Air Force Working Capital Fund
FUND2 AF Depot Maintenance Activity Group Budget Estimates
{Doftars in Millions) February 2005

Fiscal Year (FY} 2006/FY 2007

FY04 TO FY05 FY05 TO FY06 FYO6 TO FYQ7

Cost of Opserations

QOrganic §,080.141 5.112.058 5,479.803
Contract 4,010.393 1,233.948 492.560
TOTAL €,090.534 6,346.006 5.872.383

RUN DatefTime: 2/112005 1045:31 - VERSION;Pentagon:sal_fmbme/FYDEPRFINAL




Sources of Revenue

Air Force Working Capital Fund Fiscal Year (FY) 2006/FY 2007

FUND11 AF Depot Maintenance Activity Group Budget Estimates
{Dollars in Miltions} February 2005
2604 2005 2006 2007
1. DOD COMPONENTS
Aircraft Procurement 235.205 151.623 165,143 15%5.429
Missile Procurement 0.089 B.679 12722 15.2868
Qther Procurement 0.100 0.000 0.600 0.000
MAJCOM Q&M 2,310.899 2,174.61¢ 2,231,414 1,650.123
ARG O&M 439,226 413.285 418,758 646.273
AFRES Q&M 146,333 320.920 298.090 268,912
RDTE 55.334 81.431 67.672 23.447
AF Supply Mgmt Act Group 2,845,308 2,562.695 2,388,126 2,228.256
Other AF Customers 74.778 71.447 80683 66.574
Othar 27098 0.000 0.000 0.000
TOTAL 5,134.368 5,784.690 5,673.312 5.051.970
2. ORDERS FROM OTHER FUND
Army 6.662 0.912 0,856 0.857
Navy 131117 138.836 127.985 89.647
Marine Corps 0.657 0,550 0.462 0.535
TRANSCOM 214,232 200.896 180.320 154,187
Other DOD Customaers 1.973 8.008 0.005 0.005
TOTAL 354.641 341.19%8 310.228 245.231
3. TOTAL DOD ORDERS £.4845.008 6,125.889 5,983.540 5,297.201
4. QTHER ORDERS
Qther Federal Funds 8,773 6.592 6.501 2.901
Trust Funds (Non-Federsf) 0.000 03,0040 0.000 0.000
FMS (Non-Federal) 44,499 33.643 23.862 17.564
Qther Non-Federal Funds 10.312 18.853 24.175 25895
TOTAL 61.584 58.788 54 .538 46.360
5 TOTAL NEW ORDERS £.550.593 6,184.677 8,038.078 5,343.561
8. CARRY IN ORDERS 2,505.204 2,148.156 1,982,712 1,928.048
7. TOTAL GRQSS ORDERS 9,055.887 8,332.833 8,020.780 7.271.610
B. TOTAL GROSS SALES 6,921.247 6,367.648 6,110.224 5,991,673
9. EQY wWiP 470.015 197.688 125.307 107.984
10. NON-DOD, 8RAC, FMS & TWCF ORDERSSCONTR Lis 275.816 7259.684 235,458 200.547
11. FUNDED CARRYQVER 1,388.809 1,507.813 1,549.801 971.406
12, MONTHS OF CARRYOVER 2514 2.968 3.1867 pR 1]

RUN Date/Time: /1172005 10:45:51 VERSIONPentagon:saf_ mbnwFYOEPEFINAL




Revenues and Expenses

Air Force Working Capital Fund Fiseal Year (FY) 20061FY 2007

FUND14 AF Deapot Maintenance Activity Group Budget Estimates
{Doltars in Millions} February 2003
2004 2005 2008 2007
Revenue:

Gross Sales 6,921.247 6,367.648 6,115.224 5,991.673
QOperations 6,906 600 6,349.111 6,091.687 5,973.125
Capital Surcharge 0.000 0.000 0,000 0.000
Depreciation excl Maj Const 0.000 0.000 0.000 0.000
Major Construction Dep 14.647 18.537 18.537 18.548
Cash Surcharge 0.000 0.000 0.600 8.000

Other income 0.000 0.000 0.000 0.0060

Refunds/Discounts {-} 0.000 04.000 8.000 0.00¢
Total Income: 6,921.247 6,367.648 §.110.224 5,991.673

Expenses:
Cost of Materie! Sold from Inv 0.000 0.000 0.000 0.600
Salaries and Wagss:
Military Personnel Compensation & Benefits 9.854 12.618 12.142 12.452
Civilian Personnel Compensation & Benefits 4,535.75¢ 1.524.148 1,558.027 1,5946.084
Voluntary Separation Prog. incentive 0,463 2.700 2.700 2.700
Reduction in Fores 0.000 0.000 0.000 0.000
Retirement Fund Offset ~ 15% 0.387 0.891 0.909 0.931
Retirement Fund Offset - $80 2,000 0.000 0.000 €.000

Travel & Transporiation of Personne! 14.886 18,181 19.324 20.097

Materials & Supplies {For nternal Operations) 2,964.828 3,240.838 3,1584.102 3.180.845

Equipment {4.000 0.000 0.900 0.000

Cther Purchases from Revolving Funds 252.668 147.278 . 125.304 127.931

Transportation of Things 0.000 0.000 0.000 4,000

Depreciation ~ Capital 166.688 143.751 160.488 162,440

Printing and Reproduction 2.359 2.867 2.560 2.643

Advisory and Assistance Services £.000 $.000 0.000 G.000

Rent, Communication, Utilities, & Misc Charges §5.381 55,184 58.248 58.261

Other Purchased Services 1,298.836 940,987 1,284.203 796.99%
Totat Expenses 6,301.906 6,090.534 6,336,006 5.972.363

Work in Process, Beginning of Year §83.645 376.015 197 688 125307
Waork in Process, End of Year 470.01% 197.688 128.307 107.984
Work in Process, Change {223.630) (272.321) {72.381) {17.323}
Operating Result 385711 4.787 {308.183) 1.987

Less Capital Surcharge 0.000 0.000 0.000 0.800

Plus Passthroughs or Other Approps (NOR} 0.000 0.000 8.000 0.000

Other Adjustmants (NOR) {3,076} {2.050) {1.890) {1.987)

Net Operating Result {Caloutation) 392.635 2.737 (310,153} 2.000
Net Operating Resuit {1307 Repont) 392.635 2,737 {310.153) 0.000

RUN Date/Time: 2/11/2005 10:47:07  VERSION: Pentayonisal fmbmifEYOSPEFINAL




Revenues and Expenses

Air Force Working Capital Fund Flscat Year (FY) 2006/FY 2007

FUND14 AF Depot Maintenance Activity Group Budget Estimates

{Dollars in Milliong} Fabruary 2005
2004 2005 2006 2007
Prior Year Adjustrments {2.649) 0.000 0.000 0.000
Cther Changes (AOR) ¢.000 0.000 0.600 0.000
Prior Year AOR (81.361) 307.416 310.153 0.600
Accumulated Operating Result 308.628 3101483 ,0600 §.00¢
Non-Recoverable Adjustment (ADR} 1.208 0.060 0.00¢ 0,000
Accumuiated Operating Resuit for Bdgt Purposes 307.416 310.153 0.000 £.000

RUN Date/Time: 2/1172008 154707 - VERSION:Pantagon:sal_fmbmtFYOaPRFINAL




Materie! Inventory Data

\ Fi /
Air Force Working Capital Fund scal Year (FY) 2006/ 2007

FUND16 AF Depot Maintenance Activity Group Budget Estimates
{Dollars in Millions) February 2005
2004 2005 2006 2007
1. Materiel inventory BOP 462.413 376.488 281.402 232,360
2. A BOP Reclassification Changes 0.000 0.000 0.060 0.004
8. Adjust To Standard Price 0.000 0.000 0.000 €.000
3. A. Price Changes 0.000 ¢.000 0.000 £.000
8. Inventory Reclass & Repriced 462.413 376.488 281.402 232.360
4. Recsipts From Commercial Sources 363.774 350.000 325.000 0.000
5. Negotisted Purchases From Customers 0.000 4.000 0.000 0.000
6. Gross Sales 387,305 445.086 374,042 109.403

7. {nventory Adjustments

A Capitalizations {Net)(+/-} 0.000 0.000 0.000 9.000
8. Returns To suppliers {-} {62.394} 0.000 0.000 0.000
C. Transfer Yo Prop Disposat {-) 0.000 0.000 0.000 0.800
D. Issues/Receipts WIQ Reimbrsmnt (+/+} 0.000 0.000 0.000 9.000
E. Customer Returns W/O Credit{+) 0.000 0.000 0.000 0.000
F. DLR Retrograde {+) 0.800 9.000 0.000 0.000
G. Other inventory Adjustments
1. Other-Destructions {-) 0.000 0.00¢ 0.000 0.000
2. Other-Discounts on Returns 0.000 0.060 0.000 {.000
3. Qther-Trade ins (-} 0.000 0.000 9.000 0.000
4. Otherloss From Disaster {-} 0.000 ¢.000 0.000 0.000
5. Other-Assembily/Disassembly {(+/<} {.000 0.000 0.000 0.000
6. Qther-Physical inventory Adj (+/-) 0.000 0.000 0.000 0.000
7. Other-Accounting Adjustments {+) 8.000 0.000 9,000 8.000
8. Other-Shipment Discrepsncies {+/-) 0.000 0.000 0.000 8.000
8. Other-Other Gains/l.osses {¥-} 0.600 4.000 0.000 0.000
10. Other-Strata Transfers {(+/} §.000 0.800 8.000 2.000
11, Other-Strata Transers in Transit 0.000 0.000 {1.000 0.800
12. Other-Tofal 0.000 0.000 0.000 0.000
H. Adjustments to Revised Valuation 0.000 0,000 0.000 0.000
i. Total Adjustments {62.394) 0.000 4.000 9.000
8. Inventory-End of Period 376.488 481,402 232,360 122.957
A Economic Retention (Memo} 0.040 £.000 0.000 9.000
B. Policy Retention {Memo) 0.000 0.000 0.000 £.000
C. Potential Excess (Memo) 06,000 0.600 {1,000 0.000
D. Other (Memo} 0.000 0.000 €.000 0.000
3. inventory On Order {(EOP} §.000 0.000 0.000 0.000

RUR Date/Thae: 2/14/2006 104711 VERSION:Pantngon;saf_imbon/FYJSPHEFINAL




Air Force Working Capital Fund
information Services Activity Group (ISAG)
FY06 President's Budget

The Information Services Activity Group was established, effective 1 October
1995 (FY96), under the authority of Section 2208 of Title 10, United States Code.
Operations of the group are conducted in accordance with applicable Department of
Befense (DoD) policies and regulations. Since then, the Information Technology (IT)
market environment has evolved from a programming intensive workioad o meeting IT
needs using Commercial Off The Shelf (COTS) solutions. This shift combined with the
inability to quickly restructure its workforce to respond fo the rapidly changing market
has neutralized the benefits associated with 2 WCF business activity. The Air Force
and the Office of the Secretary of Defense have determined the ISAG will be able to
meet its mission more effectively as a direct funded entity. Therefore, the Air Force is
de-capitalizing the Information Services Activity Group in FY08 because it no longer
provides the benefits associated with WCF business activities.

DECAPITALIZATION OF THE INFORMATION SERVICES ACTIVITY GROUP (ISAG)

The Information Services Activity Group has been operating as a WCF activity since
1985. IBAG has maintained a customer-seller relationship with those who required their
services and recovered operating costs through its rates. When ISAG was capitalized
into the WCF its structure was tailored fo programming and maintaining legacy

~ systems. However, this customer-seller relationship has eroded as a result of
increased uses of COTS solutions. This trend will continue as AF and the DoD
modernize their existing legacy systems,

The IT environment is rapldly changing from one that requires a static predictable
workload (labor intensive) for legacy systems to one that is heavily dependent on COTS
software solutions, which are not labor intensive. These rapid changes in IT solutions
are compounded by the length of the budget cycle. Rates are built on projected
workload two years in advance of execution. Unplanned decreases in customer
demand for the labor-intensive service has resulted in sustained losses. As the ISAG




increases its rates to recover losses it becomes less competitive with the private sector,
which further erodes the demand for its services. The driving factor in operational
losses is the result of ISAG’s inability to reshape its workforce to meet the changing
market demand. ISAG cannot easily change its workforce size or skill mix due to union
and congressional notification requirements. I1SAG's inability to flex workforce
resources led to continued losses and increasing customer rates. It is for these
reasons that Air Force concluded that ISAG was no longer a viable WCF. Air Force's
decapitalization efforts are consistent with Army and Navy decisions o de-capitalize
their Information Services components in prior years.

After de-capitalization, the Information Services division will continue to provide IT
support to the Air Force and other DoD components. Customer workloads that were
performed organically will be direct funded. In addition, the indirect support cost for
Commercial information Technology — Product Area Directorate {CIT-PAD) and
contract support will be direct funded. Information Services division will provide these
services free of charge to Air Force and Do{) customers.

ISAG has assessed their liabilities and will execute a plan to liquidate those fiabilities
against AFWCF cash. The AFWCF will continue to record minimal residual
disbursement and collections activity after the divestiture of ISAG from the WCF due to
procedural and timing lags in accounting systems.

The following are functional and performance descriptions of ISAG as a WCF activity.
They can also serve as a precursor {0 expected performance as a direct funded entity.

Functional Description:

There are two Air Force activities acting as one Central Design Activity (CDA)
under the command of the HQ Air Force Materiel Command, Wright-Patterson Air
Force Base (AFB), Ohio through Electronic Systems Center (ESC) at Hanscom AFB,
MA. The two activities are the Materiel Systems Group (MSG) located at Wright-
Patterson AFB, OH and the Standard Systems Group {S5G} located at Maxwell AFB

Gunier Annex, AL,

The information Service division will continue to provide the following CDA
information services (1) Development and operational sustainment of automated
information and communications systems on existing hardware and software platforms
for Air Force Materiel Command level logistics support systems and Air Force base




teve! standard support systems. This includes a 24-hour by 7-day field user help desk
for field users to call for hardware and software systems support; (2) Automated
information and communications systems requirements analysis, system design,
development, testing, integration, implementation support, and documentation services
on mainframe, mid-tier and personal computer hardware/software platforms for Air
Force and DoD customers using the Software Engineering Institute Capability Maturity
Model processes; and (3) other authorized information system services or products
through the acquisition and operation of the Commercial Information Technology
Product Area Directorate {(CIT-PAD) commodity contracts for the Department of the Air
-Force and other agencies of the DoD.

. As a direct funded Information Services division, it will continue to produce the
products and services it preformed as an AFWCF activity.

Productivity:
The information Services division will continue transforming itself into the net-

centric information technology organization required by the AF, This fransformation
includes a minimum core workforce that optimizes the Information Services division’s

military, civilian and contractor mix, Re-skilling efforts are underway o ensure we have

the right skifl mix to meet the Air Force mission requirements.

Financial:

in FY08, all financial data for the Information Service division will be reflected in
the Air Force O&M Budget Estimates submissions. Below is the residual AFWCF
budget financial data. As part of a working capital fund the budget was structured to
separate rate-based expenses {(organic exhibits) from the cost reimbursable and CIT-
PAD expensas (contract exhibits) so that an accurate rate is developed per direct labor
hour. Cost reimbursable expenses include direct contract costs and extraordinary
mission unique expenses {e.g., travel, supplies, equipment) that are charged dollar for
doliar to the customer. The CIT-PAD expenses are recovered based on a percent of
~ the sale price.




Financial Highlights

Customer Orders: - ' o

($ in Millions)
(From the FY06 PB)
: FY04 FYOS
Organic - $156.8 $172.9
Contract 553.5 539.6
Total : $7104 $712.5
Revenue and Expenses:
{8 in Millions)
FY04 FYO05
Revenue $722.0 $701.9
Cost of Goods Sold 732.6 686.4
Net Operating Results {10.8) 16.5
- Total Cther Adjustments {19.3) (29.9)
Accumulated Operating Result  (29.9) (14.5)
- Stabilized Sales Rates and Prices: -
FYo4 FYO0S5
Organic Composite Sales Rate  $77.10 $98.55
Rate Change _ 8.7% 27.8%
CITPAD Surcharge 1.54% 1.3%
Other Highlights
FYO4  FYODS
Dirsct Labor Hours 1.893 1.756

(Hours in Miflions)

Capital Budget $85M 38.1M




Changes from Previous Submission
Other Changes Accumulated Operating Results (AOR):

Loss of Direct. Labor Hour Workload: Projected FY05 workload is down from
FY04 by 137K hours.

Transformation. The ISAG is aggressively transforming itself into the net-centric
information technology organization required by the AF. This transformation
includes establishing a minimum core organic worlkforce that optimizes the ISAG
military, civilian and contractor mix (providing flexibility to reshape based on
customer demand).

ISAG Expense Reduction Initiatives. The ISAG rate build plan ;nciudes
aggressive, prudent cost reductions as follow: .

{1} A civilian hiring freeze started in October 2002, remains in place,
VERANSIP funding was budgsted in FY04 and FYO05 to support re~skﬁ!mg and
civillan grade rofl-back m:txatwes

{2) Capital investments have been cut to minimum mission essential purchases.
All operating budget expenses have been reduced to minimum essential levels.




Changes in Cost of Operations
Air Force Working Capital Fund

FUND2 AF Information Services Activity Group Fiscal Year (FY) 2006/FY 2007 Budget Estimates
{Dollars in Milllons) February 2008
FY04 TO FYGS
COST OF OPERATIONS 732.680
PRICE CHANGES
Military Pay ' 1.333
Civillan Pay 3.615
Supply Price Growth ' : . 2.560
Contractor Cost . 8.830
Other : 0.547
TOTAL PRICE CHANGES - : 16.885
PRODUCTIVITY CHANGES
Civillan Labor 0.000
Military Labor 0.000
Supply Savings . 0.008
Travel Cost Savings 0.000
Contract Cost Savings 0.0600
Other ' £.800
TOTAL PRODUCTIVITY CHANGES 0.000
PROGRAM CHANGES
BOS _ (1.770) -
Other ‘ , ' {61.313)
TOTAL PROGRAM CHANGES {83.083)
OTHER CHANGES 0.000
COST OF DPERATIONS 688.442

- RUNDutefTime: 4/30/8008 10
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Sources of Revenue

Alr Force Working Capital Fund
FUND14 AF ’nfom‘ation sswices Acﬁvity Group ‘ Fiscal Year (FY) 20068/FY 2007 Budget Eslimates

{Dolfars in Millions) : February 2005

2004 2008

1. NEW ORDERS
a. ORDERS FROM DoD COMPONENTS

Aireraft Procurement 0.059 0.250
Missile Procurement 0.000 0.000
Other Procurement 63.670 27.782
MAJCOM O8M 338.630 385,437
ANG OBM 0.437 0.060
AFRES O&M 4.872 0.000
RDTE ) 86.465 65.489
ANMC 0.000 0.000
Other AF Customers 14.822 0.027
TOTAL ) 820.055 488.985
b. ORDERS FROM OTHER FUND
AF Supply Mgmt Act Group 112.364 127.532
AF Depot Maint Act Group 22.642 471,485
Army 1.410 0.000
Navy . 0.605 0.000
Marine Corps 0.271 2.374
TRANSCOM 4.600 0.000
Othsr DOD Customers _ 53.616 52.140
TOTAL 190.308 223.54%
c. TOTAL DoD ORDERS 710.363 742.538
d. OTHER ORDERS
Other Federal Funds 0.000 0.000
Trust Funds {(Non-Federal) 0.000 0.000
FMS (Non-Federal) 0.000 2.000
Other Non-Federal Funds 0.000 0.000
TOTAL 4.000 4.000
TOTAL NEW ORDERS 710.363 742,536
2. CARRY {N DRDERS 161.614 149.981
3. TOTAL GROSS GRDERS . . 871.977 882.517
4 REVENUE | 721.998 701.900
5. END OF YEAR WIP . 0.000 0.000
6. DIRECTY CONTRACT OBLIGATIONS 8.600 0.000
7. NON-DoD, BRAC, FMS and DWCF ORDERS 0.000 0,000
8. FUNDED CARRYQVER ‘ 149.98% 160.617

9. MONTHS OF CARRYOVER 2.500 . 2700

RUN Date/Thme: 1/26/2005 10 riezl/SAF atjust




Revenues and Expenses
Air Force Working Capital Fund

FUND14 AF Information Services Activity Group Fiscal Year (FY) 2006/FY 2007 Budget Estimates
{Dotllars in Millions) February 2045
TOTAL 2004 2005
Revenue:

Gross Sales 721.996 781,906
Operations 721.996 701.900
Capital Surcharge £.600 0.000
Depreciation exc Maj Const {.000 0.000
Major Construction Dep $.000 0.000

Other Income -3.000 0.000

Refunds/Discounts {~) 0.000 0.000
Total iIncoms: 721.896 761.800

Expenses:

Cost of Matsrial Sold from Inv , 0.000 0.000

Salarles and Wages:

Military Personnel Compensation & Benefits 36.402 36.642
Clvilian Personnei Compensation & Benefit : 99.667 87.066

Travel & Transportation of Personnel 4314 5.080

Materisls & Supplies (For internal Oparations 5.244 12.584

Eguipment. 122,672 126,544

Other Purchases from Revolving Funds 1.839 1.941

Transportation of Things 0,040 0.027

Depreciation ~ Capital 7.407 6.433

Printing and Reprodurtion 02.0600 .015

Advisory and Assistance Saervices 37.285 34.106

_Rent, Communication, Utilitles, & Mise. Char 0.491 0.358

Other Purchased Services : 417479 365.638

Total Expenses . : : 732.640 886,442
Operating Result {10.844} 15.458

Less Capital Surcharge Reservation 0.000 £.000

Plus Passthroughs or Other Approps (ﬁOR} 0.000 0.000

Other Adjustments (NOR) 0.000 $.000

" Nat Onea'ating Result {10.644} 15.458
Prior Year Adiustments 0.000 0.000
Other Changes {ADR) 0.000 £.000
Prior Year AOR $19,294) {28.938)

Accumulated Gperating Rosuit {29.938) {14.480}
"Non-Recoverable Adjustment {AOR) : : 0.000 0.000
Accumulated Operating Result for Bdgt Purpe {29,938} {14.480)

RUN DaterTime: 1/26/2006 1




UNITED STATES TRANSPORTATION COMMAND
TRANSPORTATION WORKING CAPITAL FUND
BUDGET NARRATIVE ANALYSIS

BACKGROUND

This FY 2006-2007 Budget Estimate provides justification for the United States
Transportation Command (USTRANSCOM) Transportation Working Capital Fund
(TWCF) budget. The Secretary of Defense has designated the Commander, United
States Transportation Command (CDR USTRANSCOM) as the single Department of
Defense (DoD) manager for the Defense Transportation System (DTS) in peace and
war. As such, all common-user transportation assets are under the command authority
of CDR USTRANSCOM, except for Service-unigque or theater-assigned assets. In
September 2003, the Secretary of Defense also designated COR USTRANSCOM, as
DoD’s Distribution Process Owner (DPQ), charged with improving the overall efficiency
and interoperability of distribution related activities: deployment, sustainment, and
redeployment. USTRANSCOM submits the TWCF budget as a discrete subset of the
Air Force Working Capital Fund budget submission. U reflects the cost authority
needed {0 meet peacetime operations and the surge/readiness requirements to support
the National Military Strategy. USTRANSCOM's capital budget supports the
Department’s In-Transit Visibility and Command and Control needs, facilitating
continuous process improvement and modernization.

COMPOSITION OF COMPONENT BUSINESS AREAS

USTRANSCOM's mission is to provide air, land, and sea transportation for the DoD,
hoth in time of peace and time of war. We accomplish our joint mission through our
four Component Commands——-Air Mobility Command (AMC), Defense Courler Service
(DCS), Military Sealift Command (MSC), and Military Surface Deployment and
Distribution Command (8DDC). This joint team of transporiation Components provides
mobility forces and assets for a seamiess transition from peace to war. USTRANSCOM
is always ready {o meet the strategic mobility needs of our nation. A brief description of
the role of each Component follows:

AMC serves as the single DoD manager for the nation’s aidift services and
maintains the worldwide airlift system in a constant state of readiness. Accomplishing
this mission directly affects the readiness and sustainability of deployed forces
throughout the world as well as the nation's ability to project forces quickly. Airift
capacity generated by the military airlift readiness training program and augmentation
from commercial Civil Reserve Air Fleet carriers is used to satisfy sustainment
requirements. AMC also manages Service-unique airlift assets for the Department of
the Air Force.

DCS provides a global network of courier stations and is the DoD agent for secure
custody/rapid transfer of highly classified/sensitive national security materials.




MSC provides sealift support for the Department for both emergent and peacetime
requirements. MSC supports four of the Command's major programs—Chartered
Cargo, Petroleum Tankers (POL), Strategic Surge (Large Medium Speed Roll-on/Roil-
off (LMSR) vessels and Fast Sealift Ships (FSS)), and the Afloat Prepositioning Force —
Transportation (APF-T). MSC obtains the majority of its sealift capacity through
contracts and government owned/contract operated vessels. MSC also manages
Service-unique sealift assets for the Depariment of the Navy.

SDDC is the single defense manager for traffic management, land transportation,
common-user ocean terminals, and common-user intermodal container management
during peacetime and war. As transporiation manager, SDDC manages freight
movement, personal property shipment, and passenger fraffic worldwide. As a
transportation operator, SDDC operates and manages common-user water terminals
throughout the world and monitors movements through all terminals. SDDC also has
responsibility for intermodal surface transportation referred to in the budget as Liner
Ocean Transportation. Chartered Cargo is a new business area, effective 1 Oct 03.
SDDC also manages Service-unique assets for the Department of the Army.

USTRANSCOM's goal is to effectively and efficiently direct the mix of all transportation
functions to provide a DTS ready to meet our nation’s strategic mobility needs. The
Deployment and Distribution Operations Center (DDOC) enables USTRANSCOM to
centralize visibility of all transportation requirements within the Defense Transportation
System and improve overall efficiency and interoperability of distribution related
activities: deployment, sustainment, and redeployment. The DDOC exercises
command and control over the entire DTS and ensures efficient use of all assets
allowing us to make optimum use of training opportunities while meeting customer
requirements,

Qur components provide the critical link to the Services' core competencies in
organizing, raining, and equipping forces. They provide lines of communication to the
Services, ensuring assets are available when needed for the transition from peace {o
war. This is continuously demonstrated during the surge from peacetime sustainment
to a massive deployment of people and material in support of the global war on
terrorism. USTRANSCOM's successes result from the synergy of military and
commercial lift {air, land, and sea), air refueling, port operations, and afloat
prepositioning--all requiring the team efforts of the Commander's Staff and our
components.

BUDGET HIGHLIGHTS

One of the Department's highest priority goals is to maintain robust and responsive
defense transportation and distribution system as a critical element of Amarica's
national security strategy for rapid power projection and sustainment. USTRANSCOM's
ability to move and sustain sufficient numbers of U.S. forces, equipment and supplies,
enables us to defend vital national interests anywhere in the world at a moment’s
notice. Qur support for the Global War on Terrorism (GWOT) dominates the cost




changes from FY 2004 to FY 2007. FY 2004 data reflects actual results while FY 2005
through FY 2007 contains our most recent GWOT assumptions. The following budget
highlights discuss our various initiatives and budget changes.

ECONOMIES AND EFFICIENCIES

Since the inception of the TWCF in 1992, USTRANSCOM productivity and cost
avoidance initiatives and organizational streamiining efforts have resulted in savings of
over $1.3 billion. In cooperation with the Services, USTRANSCOM has made
significant progress in streamlining the components. As a Unified Command,
USTRANSCOM does not have the authority to direct organizational change within the
components. Thatis a Service authority granted under Title 10. However, over the
past decade, USTRANSCOM has teamed with our components and their parent
Services to right size commensurate with overall USTRANSCOM and DoD plans.
Streamilining efforts are an important step toward achieving a leaner, more efficient
DTS, while preserving warfighting capability. Following is an outline of DPO cost
avoidance initiatives, productivity and cost avoidance initiatives, and streamlining
savings. ‘

DISTRIBUTION PROCESS OWNER (DPO) COST AVOIDANCE INITIATIVES: Since
USTRANSCOM's designation as DPO in 2003, the DPQ has produced over $359
million in savings and cost avoidance initiatives. These cost avoidances made scarce
GWOT funding available to support the warfighter in theatre. Initigtives include:

~ Shifting transportation modes from air to sea

~ Cangeling orders due {o supply system interventions

- Identifying lost transportation equipment and returning to the supply system

~ Canceling redundant refrigerated container contracts subsequent to Defense
Logistics Agency building new warehouse

- Comparing competing fransportation mode rates prior to awarding contfracts

PRODUCTIVITY AND COST AVOIDANCE INITIATIVES: Since its inception as a
revolving fund activity in FY 1994, USTRANSCOM has produced over $1.0 billion in
savings due to productivity and cost avoidance initiatives. These include:

- Initiating overhead cost reduction initiatives at SDDC

~ Renegotiating ship contracts

- Reducing ship testing periods

- Devising fuel savings techniques for our ship charters

~ Operating aircraft channels and utilizing aircraft more efficiently

~ Scrubbing asset maintenance requirements to ensure only the minimum required
expenditures

~ implementing Strategic Distribution Management Initiative

— Revising flying hour models — using more simulation
Phasing out unneeded commercial air capacity




- Replacing commercial capability with seat-pallet equipped C-17s
- Phasing out unneeded commercial air passenger capacity

USTRANSCOM continues to significantly reduce costs, while maintaining required DTS
wartime readiness levels.

STREAMLINING-SAVINGS INITIATIVES: From FY 1997 fo FY 2007,
USTRANSCOM'’s budget has reflected over $226 million in savings because of
streamlining initiatives. These initiatives improved customer service, reduced costs,
and resulted in operations that are more efficient. As the single manager for defense
transportation, USTRANSCOM has aggressively pursued numerous reengineering
initiatives. These actions have resulted in a more efficient organization {0 support
peacetime responsibilities, while preserving go-to-war readiness capability and
effectiveness. Initiatives include:

- Reengineering strategic airlift

~ Eliminating redundancies between components

~ Implementing base realignment and closure actions
-~ Rightsizing port infrastructure

~ Consolidating command headquarters

~ Streamlining organizational structures

~ Implementing cost savings initiatives

COST

The following table summarizes costs approved in this submission.

COST ($ IN MILLIONS) FY 2004 | FY 2005 | FY 2006 | FY 2007
Air Mobility Command $5474 1 $5568%| $6,261"1 $6,155*
Military Sealift Command $1,101 $917 $835 $869
Surface Deployment and Distribution Command $1,658 | $14211 $1495! $1,526
Defense Courier Service $13 $11 $12 $12
Total $8,248 1 §7.917! 988703 58,662

* Air Mobility Command numbers reflect $26 million, $32 million, and $31 million in FY 2005 —
FY 2007 respectively for Distribution Process QOwner and Distribution Systems Portalio

Manager Funclions.




Major Cost Changes from FY 2005 in the FY 2005 President’s Budget to FY 2005
in the FY 2006 President’s Budget:

Air Mobility Command: Cost increases by $2,364 million

+$1,924 million ~ GWOT workload
+$508 million — Fuel and other pricing changes
+$63 million ~ Depot maintenance
+$4 million — Other
{$70) million — Flying hour cost changes
($63) million — Commercial augmentation

Military Sealift Command: Cost increases by $293 million

+$201 million — GWOT workload
+$46 million — Fuel and other pricing changes
+$20 million ~ Reimbursable Force Protection costs
+$14 million - GWOT ship reconstitution
+$12 million ~ Additional Army Prepositioning ship

Surface Deployment and Distribution Command: Cost increases by $622 million

+$379 million ~ GWOT workioad

+$144 million — Container detention related to GWOT
+$55 million ~ TDY reservists costs for Port Security related to GWOT
+$32 million ~ inflation and other pricing changes
+$12 miflion ~ Other

Major Cost Changes from FY 2005 to FY 2008 in the FY 2006 President’s Budget:

Air Mobility Command: Cost increases by 3687 million

+$587 million - C-17 maintenance costs transfer from Aircraft Procurement, Air
Force appropriation
+$239 million ~ Fuel and other pricing changes
+37 million - increased depreciation
+37 million ~ GWOT workload
{$87) million — Commercial Augmentation productivity initiatives
{$62) million — Decreased depot maintenance
(3$4) million — Other




Military Sealift Command: Cost increases by $18 million

+$19 million — Fuel & other pricing changes

+$11 million — GWOT vessel reconstitution
(86) million — Reimbursable Prepositioning costs
(§5) million — Shore side support
{($1) million — GWOT workload reduction

Surface Deployment and Distribution Command: Cost increases by $74 million

+331 million - Pricing changes
+$22 million — GWOT workload
+$21 million — Other

Defense Courier Service: Costincreases by $1 million due to higher civilian
personnel angd transportation costs.

Major Cost Changes from FY 2005 to FY 2006 in the FY 2006 President’s Budget:

Air Mobility Command: Cost decreases by $105 million

+$33 million — C-17 Contractor Logistics Support (CLS)—15 additional airframes
+$20 million — Commercial augmentation
+$1 million — Pricing changes
($107) million ~ Decreased depot maintenance
($52) million ~ Productivity initiatives

Military Sealift Command: Cost increases by $34 million

+$57 million ~ Additional Army Prepositioning vessels
+$13 million — General inflation
+$7 million — Fuel consumption
+$5 million — GWOT workload
{$26) million ~ Vessel maintenance
{$15) million — GWOT vessel reconstitution
($7) miflion ~ Fuel pricing




Surface Deployment and Distribution Command: Cost increases by $31 mitlion

+$30 million — Pricing Changes
+$12 million - GWOT Workload
($11) million — Other

REVENUE

The following table summarizes revenue approved in this submission.

REVENUE ($ IN MILLIONS) FY 2004 | FY 2005 | FY 2006 | FY 2007
Air Mobility Command $5,5081 $5,346 $5,689 $6.014
Military Sealift Command $1,046 $918 $936 54979
Surface Deployment and Distribution Command $1.86101 $1478 $1,606 $1,5637
Defense Courier Service $17 $11 $12 $12
Total $8,271 $7,753 $8,243 58,542

REVENUE: Revenue estimates are derived by using approved stabilized rates
multiplied by various workload measures (i.e., flying hours, ton miles, passenger miles,
ship days, measurement tons, vehicles). While workload can vary widely, prices
established during the budget process generally remain fixed during the year of
execution. However, to avoid the build up of excess cash balances that have taken
place in the recent past, USTRANSCOM rates can now be adjusted to maintain DWCF
solvency or to prevent the build up of excess cash.

Another source of revenue for USTRANSCOM is the Air Force’s Airlift Readiness
Account {ARA). The ARA is funded by the Air Force for military-unique costs of airlift
operations. 1t is the calculated difference between budgeted USTRANSCOM costs less
anticipated revenue based on commercial transportation rates. Air Mobility Command’s
{AMC's) airlift system is structured to meel readiness requirements, resulting in
additional costs not incurred by the commaercial sector. The ARA represents an
additional source of funding to cover the gap between the Transportation Working
Capital Fund's (TWCF} readiness-driven expenses and commercially competitive rate
revenue.

ARA estimates included in the budget are as follows:

ARA {3 IN MILLIONS)

FY 2005

FY 2008

FY 2007

$0

$0

$320




NET OPERATING RESULT/ACCUMULATED OPERATING RESULT {(NOR/AOR)

The following table summarizes NOR/AOR approved in this submission.

NOR/AOR ($ IN MILLIONS) | FY 2004 | FY 2005 | FY 2006 | FY 2007

Beginning AOR $1.611 ($68) | (5318) ($506)
Operating Resuit $25 ($165) {$459) ($120)
Non-recoverable ($1,704) ($85) $271 {$21)
Ending AOR ($68) (3318) | ($506) {3647)

NOR/AOR: The FY 2005 NOR is a negative $1,024 million in the FY 2005 President's
Budget. The current FY 2005 estimate is a negative $165 million. This increase reflects
the re-pricing of FY 2005 GWOT workload to recover the full cost of operations.

DISBURSEMENTS, COLLECTIONS, AND NET OQUTLAYS

FY 2005 cash reflects slightly less than the minimum cash required under

Department Financial Regulations. FY 2006 and FY 2007 reflec

t significant!

less than the minimum requirement and will be re-examined during next years

review.

The following table summarizes disbursements collections, and net outlays

approved in this submission.

{$ IN MILLIONS) FY 2004 FY 2005 FY 2006 FY 2007
Dishursements $9,784 $8,078 $8,860 $8,954
Collections $8,695 $7,908 38,514 $8,564
Net Qutlays $1,089 $168 $446 $390
UNIT COST
The following tables summarize the unit cost targets approved in this
submission.
AIR MOBILITY COMMAND UNIT COST FY 2004 FY 2005 FY 2006 FY 2007
Channel Passenger (million passenger miles) $237,939 $340,384 $385,248 $404 460
Channel Cargo (million ton miles) $1,179,172 | $1,555,083 1 $1,784,373 | $1,777,645
SAAM/JCS {million ton miles) $847,534 |  $942,960 1 31,041,276 1 51,022,884
Training (cost per flying hour}
- =5 $18,037 $24, 779 $25575 522,729
-~ G-17 $8,604 $10,634 $14,782 $14,765
— C-141 $8,690 $0 30 $0




MILITARY SEALIFT COMMAND UNIT COST FY 2004 | FY 2005 | FY 2008 | FY 2007
Petroleum Tanker Ship Days $44,958 | $48,935 ! 349,450 | $44,673
Surge Full Operating Status (FOS) Ship Days $56,085 1 $47,054 | $55,126 | $61.965
Surge Reduced Operating Status (ROS) Ship Days $15,833 | $22,379 | $22.581 | $24,456
Army Afloat Prepo Ship Days $47,541 | $53,700 | $50,384 | $54,521
Air Force Afloat Prepo Ship Days $37,821 1 $39,600 | 540,274 | 540,434
Defense Logistics Agency {DLA) Afloat Prepo Ship Days $33,607 | $37,534 | $45,342 | $49,589
Chartered Cargo Ship Days $43,5612 | $45,685 1 $52,804 | 350,858
MILITARY SURFACE DEPLOYMENT AND FY 2004 FY 2005 FY 2006 FY 2007
DISTRIBUTION COMMAND UNIT COST
Cargo Operations (measurement ton) $16.46 $23.24 $24.14 $25.41
Global POV {vehicle) $3,125.00 | $3,053.00! $3,162.00 $3,220.00
Liner Ocean Transportation (measurement ton) $123.28 $91.48 $96.55 $87.34
Chartered Cargo {per diem days) $22,303.00 | $21,645.00 | $22,105.00 | $22,500.00
DEFENSE COURIER SERVICE UNIT COST FY 2004 | FY 2005 | FY 2006 | FY 2007
Cost per 1,000 pounds delivered $4,127 85,550 $8,000 $8,150
WORKLOAD ASSUMPTIONS

Workload at USTRANSCOM consists of three things:

(1) Readiness — training of airlift crews and maintaining the Nation's mobilization
infrastructure for the purpose of adequate wartime surge capacity
{(2) Contingency Operations — emergent humanitarian, peacekeeping, and other
operations ordered by the President of the Uniled States that require transportation

services

{3) Recurring peacetime workioad ~ the routine movement via air, land, and sea of our
DoD and non-DoD customers' cargo and passengers

Readiness: in preparing to execute the requirements of the DoD Quadrennial Defense
Review, USTRANSCOM assessed the strategic environment and approptiate role for
its global mobility force pertaining 1o the new defense strategy. This effort continues as
LSTRANSCOM proactively supports Strategic Planning Guidance directed mobility
studies related to the military’s current, mid-term and future force structure, as well as
Service transformation efforts. U. 8. military forces must be prepared to meet all
potential threats this environment may pose. USTRANSCOM is challenged in meeting
the threat with a reduced number of aircraft due to the retirement of 270 C-141s that will
be replaced by 180 C-17s. The solution is to meet the strategic airdift minimum
moderate risk requirement of 54.5 measurement ton mile (MTM) per day, which is the




basis for programming efforts. This airlift baseline measure will also be the benchmark
as the new defense strategy is assessed. A key aspect of the airlift modernization plan
is the C-5 Reliability Enhancement and Re-engineering Program. Surge sealift
investment programs have proven to be sufficient and are at full capacity with the
completion of the Large Medium-Speed Roll-on/Roll-off Ships. Fast Sealift Ships and
the Ready Reserve Force must also be maintained to ensure they remain at their
required readiness levels. However, while the past several years’ enhancements to the
support forces and reserve units have improved warfighting capabilities, the distance
and the time requirements for deployment have increased overall lift demands as a
result of the new strategy and Service transformation efforts. In addition to maintaining
the current mobility force structure, new airift and sealift technologies will be exploited
to ensure the mobility force can meet customer needs and support combatant
commanders on a global scale. At the same time, USTRANSCOM continues o be
innovative in maintaining established relationships with commercial pariners for both air
and sealift to assure access to capability when and where needed. USTRANSCOM
also ensures there is sufficient capability in the Guard and Reserve to augment mobility
forces for contingency and watime, as well as a robust infrastructure that ensures
adequate throughput capability from an end-to-end perspective to support deployment
and global distribution and sustainment.

Contingency Opsrations: Military Strategy requires DoD to be actively engaged
throughout the world to minimize security risks to the United States. Specifically, the
strategy cites peacekeeping operations, counter proliferation of weapons, humanitarian
missions, and drug trafficking interdiction as the means to mitigate recurring security
risks. Contingency operations in support of the Global War on Terrorism will continue
to increase USTRANSCOM OPTEMPO. in some cases, contingency workioad
substitutes for normal workload. Transported units are not conducting normal training
but are engaged in real world operations. However, current efforts to combat terrorism
far exceed normat training requirements. FY 2004 reflects actual performance while FY
2005 through FY 2007 contains the most recent GWOT assumptions,

Recurring Peacetime Workload: Peacetime workload estimates are established

based on current customer transportation projections. Customaers provide the
projections to USTRANSCOM via workload conferences, other correspondence, and
historical trends, combined with analysis of future force structure.




The following tables reflect the workload assumptions included in this budget

submission.
AIR MOBILITY COMMAND WORKLOAD | FY 2004 | FY 2005 FY 2006 | FY 2007
Training Flying Hours C-5 6,835 6,240 5,640 4,800
Training Flying Hours C-17 25,489 31,270 31,8601 33,335
Training Flying Hours C-141 1,047 0 0 0
Channel Passenger Miles 1,421.9 1,125.3 784.1 698.6
Channel Cargo Ton Miles 1,432.6 1,329.8 1,320.0 1 1321.2
SAAM/JICS Ton Miles 349471 27651 28389 28265
MILITARY SEALIFT COMMAND WORKLOAD | FY 2004 | FY 2005 | FY 2006 | FY 2007
Petroleum Tanker Ship Days 3,203 2,863 2,863 2,863
Surge FOS Ship Days 3,182 2,308 1,785 1,425
Surge ROS Ship Days 6,954 6,935 5,935 6,935
Army Afloat Prepositioning Ship Days 3,660 3,892 4,168 5110
Air Force Afloat Prepositioning Ship Days 1,404 1,399 1,460 1,427
DLA Afloat Prepositioning Ship Days 732 730 730 730
Chartered Cargo Ship Days 5,433 3,789 3,611 3,789
MILITARY SURFACE DEPLOYMENT AND
DISTRIBUTION COMMAND WORKLOAD FY 2004 FY 2005 FY 2006 FY 2007
Cargo Operations {(measurement ton) 14,500,000 | 12,000,000 | 12,000,000 | 12,000,000
Global POV {vehicle) _ 68,000 74,000 74,000 74,000
Liner Ocean Transportation (measurement ton) | 7,600,000 8,000,000 1 8,000,000 8,000,000
Chartered Cargo (per diem days) 1520 1520 1520 1520
DEFENSE COURIER SERVICE WORKLOAD FY 2004 | FY 2005 | FY 2006 | FY 2007
Pounds Delivered {thousands) 3,126 2,000 2,000 2,000
CUSTOMER RATE CHANGES

The following tables reflect the rate changes included in this budget submission.

AIR MOBILITY COMMAND RATE CHANGES FY 2004 | FY 2005 | FY 2006 : FY 2007

Channel Passengers 1.7% 10.3% 2.0% 2.1%
Channel Cargo 1.7% 1.8% 2.0% 2.1%
SAAMLICS -13.3% 52.5% -5.2% -3.3%

Training 2.7% -8.0% 38.0% -1.6%




MILITARY SEALIFT COMMAND RATE CHANGES | FY 2004 | FY 2005 | FY 2006 | FY 2007
Petroleum Tanker ships -50.8% 35.3% 311% 1 -18.0%
Surge FOS -5.4% ~2.0% 2.3% 1 -24.1%
Surge ROS -9.6% -2.5% ~3.5% 47 4%
Army Afloat Prepositioning 8.2% 5.7% 7.2% -3.7%
Air Force Afloat Prepositioning -2.9% -2.6% 9.3% -0.7%
DLA Afloat Prepositioning -28.4% 1 23.0% 1 -10.8% 29.7%
Chartered Cargo -42.7% -3.9% -1.0% 13.6%
MILITARY SURFACE DEPLOYMENT AND FY 2004 FY 2005 | FY 2006 | FY 2007
DISTRIBUTION COMMAND RATE CHANGES
Cargo Operations 20.0% 33.3% i -29.7% 48.2%
Global POV 15.6% 17.1% 1 -18.8% -1.5%
Liner Ocean Transportation -2.6% -10.4% 0.7%1 -152%
Chartered Cargo N/A 7.3% 4.5% -4.5%
DEFENSE COURIER SERVICE RATE CHANGES | FY 2004 | FY 2005 | FY 2006 | FY 2007
Pounds Delivered 20.1% 17.1% 8.3% 3.4%

CAPITAL PURCHASE PROGRAM

This budget enables USTRANSCOM to continue to ensure readiness in the 21%
century. Qur Capital Purchase Program (CPP) includes investment in Automated Data
Processing Equipment (ADPE) and telecommunications equipment, software
development, minor construction, and equipment (other than ADPE and
telecommunications). Global Transportation Network 21 (GTN21) and Defense

Enterprise Accounting and Management System (DEAMS) are two of our software

development efforts.

The following table reflects the Capital Purchase program included in this budget

submission.
CAPITAL (3 IN MILLIONS) FY 2004 FY 2005 | FY 2008 | FY 2007
Equipment $11 54 $3 $2
ADPE and Telecom Equip $45 $58 $58 356
Software Development $122 $148 8121 $114
Minor Construction $11 $12 $12 512
Total CPP $189 $222 $194 $184




MANPOWER TRENDS

USTRANSCOM's staffing is approximately 77% military and 23% civilian. Maintaining a
ready airift capability consumes 84% of the workforce. Military Sealift Command mests
the maijority of its requirements through commercial charter and port contracts;
therefore, it is not (Civilian Direct hire) employee intensive. The efficient use of

manpower in the components is integral to the national mobilization and strateqgic lift

capability.

The following tables provide a summary of the manpower assumptions included

in this budget submission.

CIVILIAN FULL-TIME EQUIVALENTS

FY 2004 | FY 2005 FY 2006 | FY 2007
U.8. Direct Hire 3,320 3,664 3,738 3,777
Foreign National Direct Hire 186 196 196 196
Foreign National indirect Hire 414 429 427 424
Total Civillan 3,920 4,289 4,361 4,397
CIVILIAN END STRENGTH
FY 2004 | FY 2005 FY 2006 | FY 2007
U.S. Direct Hire 3,415 3,693 3,800 3,815
Foreign National Direct Hire 180 198 198 198
Foreign National indirect Hire 431 433 428 428
Total Civilian 4,036 4,324 4,426 4 441
MILITARY END STRENGTH AND WORKYEARS
FY 2004 FY 2005 | FY 2006 | FY 2007
Army 224 225 225 224
Navy 189 196 196 197
Marine Corps 19 15 15 15
Air Force 13,703 14,0611 14,0261 14390
Total Military End Strength 14,135 144971 144621 14,826
Total Military Workyears 13,763 14,1181 12801 12,728

Military Workyears: Workyear levals are computed using a three-yaar rolling average

in accordance with budget guidance.




PERFORMANCE MEASURES

Air Mobility Command:

Number of Pallets - Percentage of pallet positions offered versus used on CONUS
outbound channel cargo missions

GOAL: 92%

On-Time Commercial Mission - Percentage of time channel commercial missions
are within 20 minutes of scheduled departure
GOAL: 94%

Flight Crew Readiness - Percentage of assigned crews qualified to fly primary
missions
GOAL: 90%

Military Sealift Command:

On-Time Pickup or Delivery - Percentage of shipments that meet required lift dates
or delivery dates based on predetermined agreed upon lift and delivery
requirements as established by the customer

GOAL: 95%

Ship Availability - Days against plan that ships are actually available to perform their
intended function

GOAL: 95%

Surface Deployment and Distribution Command:

Percent of assured access agreements to Commercial intermodal and Rail Services
Secured (CONUS) - Gain CONUS assurad access to sufficient rail capability;
intermodal capacity, equipment, lift and terminal services; and commercial sealiff.
SDDC is establishing assured access agresements with intermodal and rail providers.
GOAL: 70%

Percent of eligible carriers participating in Voluntary Intermodal Sealift Agreement
program - Gain CONUS assured access to sufficient rail capability; intermodal
capacity, equipment, {ift and terminal services; and commercial seslift. SDDC is
increasing the number of eligible carriers participating in Voluntary intermodal Sealift
Agreement

GOAL: 100%




Percent of Time Definite Deliveries met - Forward-looking traffic management that
integrates end-to-end systems and provides In-Transit Visibility (ITV) capability
allowing SDDC to consistently anticipate, analyze, and act to facilitate global
transportation services.

GOAL: 99%

Percent of Cargo Moving with ITV - Forward-looking traffic management that
integrates end-to~end systems and provides 1TV capability allowing SDDC to
consistently anticipate, analyze, and act {o facilitate global transportation services.
GOAL: 100%

Percent of Time, Systems Accessible to Internal and External Customers — Provides
reliable communications to include all communications media, e.g., information
technology networks, phone, radio.

GOAL: 99%




Changes in the Costs of Operation

Component: United States Transportation Command/Activity Group: Transportation

Date: February 2005
{Doliars in Millions)

FY 2004 Estimated Actual:
FY 2005 Estimate in Presideni’s Budget:

Estimated Impact in FY 2005 of Actual
FY 2004 Experience:

Pricing Adjustments:
8. FY 2005 Pay Raise
{1} Civilian Personnel
(2) Military Personne!
b. Annualization of Prior Year Pay Raises
{1} Clvilian Personnel
(2} Military Personnel
. Fuel Adjustmaent
. CommercialiMititary Augmentation Price Adjustment
. Flying Hour Pricing Adjustment
. General Purchase inflation
. Commaercial Charter Sealift Contract Price Adjustment
. Stevedore Contract Price Adjustment

T 00

Productivity Initiatives & Other Efficiencies:
a. Cormmercial Augmentation ~ DC-8 Combi
b. Personnsi Costs
c. Commercial Augmentation - Fixed Buys
o, Other

Program Changas:
3. GWQT Waorldoad
b. increasad Depot Maintenance Costs
¢. Sealift Workioad Changes
g. Distribution Process Owaer Costs
&. Other
f. Alriift Workioad and Other Changes

FY2005 Current Estimate:

Expenses
$8,2468.1

$4,817.3

£21.68

86597
$3.3
$3.1
$0.2
$2.3
514
$0.9

$314.3

$133.2
$98.5
$6.1
$3.8
($1.9)

$20.1

$21.8
$1.4
§0.1

($3.0}

$2,699.2
$2.7102.7
$62.8
$45.5
26.2
$17.7
($155.7)

§7.817.8
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Changes in the Costs of Operation
Component: United Stales Transponation Command/Activity Group: Transportation
Date: February 2005
{Dollars in Millions)

Expenses

FY20085 Current Estimate: 37,8178
Pricing Adjustments: $303.1
a. FY 2006 Pay Raiss 37.4
{13 Civiiian Personnst $6.2

{2) Military Personnel 51.2

b. Annuglization of Prior Year Pay Raises $3.1
(1) Civilian Personnel %28

{2) Military Personnel $0.3

¢. Commercial/Military Augmentation Rate Increase $108.5

d. Fuel Adjustment $102.4

e. Generat Purchase Inflation $37.3

. Commercial Charter Sealift Contract Price Adjusiment $13.8

g. Depot Maintenance 32.3

h. Contractor Logistics Supgort {CLS) Price Change 5.8

i. Flying Hour Cost Change $4.3

j. Global POV Contract Price Change 3.0

k. Stevedore Contract Price Adjustment $3.4

§. Vessel Maintenance/Operating Hire Contract Price Adjustment 520
Productivity Iniliatives & Other Efficiencies: {$89.9)
a. Palriot Express Restructure {$66.8;
b. Commerdial Aug - Fixed Buys {$16.8}
¢. Personne! Costs {$4.0)
g, Other {$1.8}
e. Reduction in VSIP Costs {$0.4}
f. Flying Hour Model Revisions {QOrganic) {30.2)
Program Changes: $571.8
a. G-17 Contractor Logistics Support 3587.1

b. Distribution Prooess Owner Costs £32.3

¢. GWOT Worklad $28.4

d. Depreciation $18.9
a. Depot Maintenance {%61.8}
f. Sealift Workiond Changes ($34.4)
g. Transformalion Technology Adjustment {510.0}
h. Other {58.9)
FY 2006 Estimate: $8.702.8
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Changes in the Costs of Operation
Companent: United States Transportation Command/Activity Group: Transportation
Date: February 2005
{Dotiars in Millions)

FY2008 Current Estimate: $8,702.8
Pricing Adjustments: $48.4
a. FY 2007 Pay Raise 510.1
{1} Civilian Personnet %88
(2} Military Parsonnel $1.2
b. Annualization of Prior Year Pay Raises %27
{1} Civilian Personngt 324
(2} Military Personnet $0.3
. Cormmercial/Military Augmentation Rate increase $56.6
d. General Purchase inflation $41.0
e. Contractor Logistics Support (CLS) Price Change $21.7
§. Commercial Charter Sealift Contract Pricing Adjustment $14.5
¢. Flying Hour Cost Changes $7.8
h, Global POV Contract Price Adjustment 543
i. Stevedore Contract Price Adjustiment $3.5
I Vessel Maintenance/Operating Hire Contract Price Adjusimant §2.5
k. Depot Maintenance ($61.4)
L Fuel Adiustment {553.9}
Productivity initiatives & Other Efficiencies: {351.9)
a. Commercial Augmentation - Fixed Buys {833.0}
b. Patriot Express Restructure {321.5)
¢. Redugction in VSIP Cosis ($0.4)
d. Personnel Costs - &34
g. Other $6.6
Program Changes: {§38.7)
a. Depot Mairtenance {$113.6}
b. Other
¢. Transformation Technology Adfustment
d. Distribution Process Owner Costs
e. 017 Contractor Logistics Support
f. Sealift Workioad Changes
g. Depreciation

h. GWOT Workioad
i. Airlift Workioad and Other Changes

FY 2007 Estimata: $8,661.6
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Activity Group Analysis
Component/Activity Group: United States Transportation Command
SOURCE OF NEW ORDERS AND REVENUE
{Dollars in Millions)
Program: Total

FY 2004 FY 2008 FY 2006 FY 2007
1. New Orders

3. Orders from DOD Componsenls 6.524.2 8.010.8 7247 R YV
Air Force 1,691.7 1663.0 22632 25818
Miltary Personnel 190.3 115.6 102.2 113.8
Missile Procurement 0.1 0.0 0.0 X
Cther Procurement 18.0 13.1 7.7 17.2
Cperations and Maintenance 1.255.8 1,281.8 1,858.8 21839
ANG, O&M 227 17.8 16.9 183
AFRES, O&M 1324 114.3 154.5 148.5
ROT&E 11.4 55.1 57.8 47 4
Other 562.0 58.2 555 7.8
Ay 3,278.8 28102 29144 28545
Miltary Personnel 112.8 1336 121.4 122.3
Other Procurement 0.8 4.9 3.8 0.8
AAFES 428 8557 713 885
Operations and Maintenance 3.083.8 2691.2 24884 2.830.8
NG, C&M 8.8 3.6 34 3.2
ROTRE 7.2 71 9.1 8.7
Other 252 18.1 18.8 .3
Navy: 946.8 961.3 8703 9236
Military Parsonnegl 188.2 91.6 822 3.8
NEXCOM 4.0 8.0 X 3.0
Qperations and Maintenancs 613.0 648.1 §12.8 583.5
NG, O&M 4.0 238 31.2 287
NDSF 108.6 168.1 1288 150.8
Qther 52.0 287 16.8 18.8
Marines: 182.6 186.40 1887 1083.4
Mifitary Parsonnet 48,1 308 37.2 3.0
Operations ang Maintenance 1310 114.8 117.8 114.4
Other 3.5 10.8 13.7 13.8
(IR 424, 3204 508.1 514.4
Operations & Mainienance: 181.4 1727 2928 3058.0
4C8 183.0 159.7 278.2 281.2
MSA 4.2 4.8 4.7 4.6

Dia 0.1 0.1 0.1 0.2
DA 0.2 0.3 0.3 .5
Ciher 34 8.0 8.3 2.5
DLA {Non-WCF} 0.6 0.0 0.8 3.6
Ciher 2328 1477 2185 209.4

b, Orders from other Fund Activity groups 16313 18722 1432.8 14188
DECA 17.6 150 157 15.7
LA 1.242.7 1,468.7 1.378.0 1,154 8
Other 3710 148.5 2384 8E

c. Toist Dol 51588 7,683.1 8,157.5 84568
d. Other Orders: 1158 89.7 858 85.5
Other Fedearat Agencies 14.1 6.8 8.1 8.1
Trust Fund 181 2.4 15.6 152
Non Federat Agencies 323 25.6 24.2 24.5
Foreign Milltary Balea 51.3 254 379 374
Totat Mew QOrders 32713 7,752.8 8.243.3 8,542.1
2. Carty-in Orders 0.0 3.0 .0 0.6
3. Toial Gross Orders 8,271.2 7.7522.8 83,2433 805421
4. Funded Carry-over 4.0 0.0 0.0 1.0
5. Totat Gross Sales 8,271.3 7.752.8 8,243.3 &.542.1
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Transportation Working Capital Fund
Component: United States Transportation Command/Activity Group: Transportation
Revenue and Expenses

{Dollars in Millions)

Revenue
Gross Sales
Operations
Capital Surcharge
Cash Surcharge
Depreciation excluding Maj Const
Major Construction Depreciation
Other income
Refunds/Discounts{-}

Total Incomae:
Expenses:

Salaries and Wages:
Mititary Personnel Compensation & Benefits
Civilian Personnel Compensation & Benefils
Travel and Transportation of Personnel
Materials and Supplies (For internal operations)
Equipment
Other Purchases from Revolving Funds
Transportation of Things
Depreciation - Capital
Printing and Repraduction
Advisary and Assistance Services
Rent, Communications, Utilitles, and Misc Charges
Other Purchased Services

Total Expenses
Cperating Result
Less Capital Surcharge Reservation
Plus Passthroughs of Other Appropriations affecting NOR/ADR
Cther Changes Affecting NOR
Net Operating Result
Beginning AOR

Frior Year Adjustments
Other Changas Affecting AOR

Accumuiated Operating Result
Non-Recoverable Adjustmant impacting AOR
Accumuiated Operating Resulls for Budget Purposes

FY 2004

$8,271.3
$8,076.0
$0.0
$0.0
$195.3
$0.0
$0.0
$0.0

$8,271.3

$38.1
$285.3
$280.0
$1,187.7
§7.2
$597.7
$17.7
$195.3
$0.7
$23.7
$61.4
$5551.2

$8,246.1
$25.2
$0.0
$0.0
$0.0
$25.2
$1.611.3
30.0
$0.0
$1.636.5

($1,704.1)
($67.6)

FY 2005

$7,752.8
57,8525
$0.0
$0.0
$200.3
$0.0
$0.0
$0.0

57,7528

$37.0
$314.5
$265.5
$1,426.7
$22.8
$671.8
$18.4
$200.3
B4
821.7
$56.2
$4,882.0

$7.917.9
($165.1)
$0.0
$0.0
$0.0
($185.1)
(367 .6)
$0.0
$0.0
(8232.7)

(384.7)
(§317 .4}

FY 2006

58,2433
$3,0241
$0.0
80.0
$219.2
$0.0
30.0
$0.0

$8.243.3

$36.0
$326.3
$269.7
£1,485.0
$20.2
$614.2
$19.6
$219.2
$1.2
$22.3
$54 .6
$5,624.5

$8,702.8
{$459.5)
$0.0
0.0
$0.0
($459.5)
(8317.4)
$0.0
$0.0
{$776.9)

$270.8
{$508.1}

FY 2007

$8,542 1
$8,305.7
30.0
$0.0
$236.4
$0.0
$0.0
$0.0

$8,542.1

$37.0
$332.0
$275.0
$1.4255
$19.6
$491.0
$18.8
$236.4
$1.2
$27.4
$55.0
$5.743.0

385818
{3118.5)
$G.0
20.0
$0.0
($119.5)
{$506.1}
$0.0
$0.0
{3625.8}

{$21.0)
(3646.8)
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Capital Budget Summary
Air Force Working Capitat Fund

Fiscal Year (FY) 20068/FY 2007

RUN Date/Time: 2054705 10:30

VERSION:PFentagon; saf_fmbmeEYOBPEFINAL

- FUND9A AF Supply Management Activity Group Budget Estimales

{Dollars in Millions) Material Support Division Fabruary 2005

FY 2004 FY 2005 FY 2006 FY 2007
item Description Qty Tot Cost Qty TotCost  Qiy Tot Cost Qty Tot Cost
ADPE & TELECOM 3 4.185 3 1.336 2 1.420 2 1.670

JLZDW Hiw 1 1.155 1 1.180 ki 1,188 1 4,220
KeystoneHw i 0.300 1 0.450 1 4.225 1 0.450
REMIS 4 2.700 1 G000 0 0.000 ¢ 3.000
SOFTWARE DEVELOPMENT 11 49.309 14 53.252 g 40,106 5 38.179

Externally Developed 41 49.309 11 53.252 6 48.406 5 38.17%

+ ABACUSSWIERP 1 1.380 1 0.417 1 8.241 0 0.000
APS 1 12.23% I3 0,000 0 0.0080 34 8.066
ECSS o p.008 1 0000 1 29028 1 28.05%
EDWI/ERP 4 3.085 1 3470 1 3.280 1 3730
EXPRESS (DOB7SXYERP 4 1.004 1 0.425 0 8000 14 0.000
FIABSSWIIERP 1 3.186 1 8.995 & 0.008 ¢ 0.000
KeystoneSWIERP 1 4.936 1 1138 ki 1,472 4 1.214
MP&E/ERP 1 4142 1 6.281 0 0000 O 0.000
PRPS (D203)/ERP 1 2.680 1 2.683 1 2685 1 2.887
RMS/ERP 1 0.000 1 $.719 g 0.000 0 0.500
RESPIERP 1 1.860 k 340 1 3,720 % 2.500
SCS/ERRP i 17.87¢ 1 17.318 g 0.000 0 G.660
Total 14 53464 44 BaBe2 B 41526 7 39.849
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Capital Budget Summary
Alr Force Working Capital Fund

FUNDOA . : AF Information Services Activity Group  Fiscal Year {FY) 2006/FY 2007 Budget Estimates
{Dollars in Millions) : February 2005
: FY 2004 FY 2005
ltem Deseription Qty Tot Cost Qty Tot Cost
EQUIPMENT 3 1.926 3 0.158
Replacsment 2 1.326 1 ¢.100
» IT Modernization Equip 0 0.000 0 0.000
Lan Upgrade Eqp 1 0.075 1 0.100
System Furniture 1 1.251 o 0,000
New Mission 1 0,608 2 0,058
: GCSS Pro Platiorm ] 0.000 1 0,050
fTAC infra 0 0.000 3 0.008
ups 1 00 0 0.000
ADPE & TELEOOM ] 3,472 7 3,802
1 Coftaborative Work Environment {CWE) o 0.000 1 0,087
Emerging Technolo 1 0,148 1 .13
Enterprise Data/Server Platform System 4] 0.000 1 0.82¢
Enterprise Database Server Clustering/Sys. Tech R ¢ 0,000 1] 0,000
GOS8 Proto Platform 1 0,148 1 0141
TAC Infrastruct 1 0.840 1 0.850
LAN Upgrade i 1.154 1 0.880
Test Lab inf Upgd 1 £.142 1 0.907
SOFTWARE DEVELOPMENT ] 2,142 8 san
Externally Devaloped b 3.142 8 8974
# Collaborative Work Environment ] 0.966 1 1.398
Emerging Technologies 0 0,000 1 0.035
Enterprise Cubs 1 0.055 1 0.458
Enterprise Data Server Platform System ¢ o000 1 0.710
M ToolldVERP 1 0.290 <] 0,000
GOSS Prot Platform ] 0.000 1 0,028
information System Management Tool 1 0.340 0 0.000
1T Modernization Software ] 0.000 4] 0.000
ITAC Intras 9 0000 1 0,200
LAN Upgrads SW | o 1 0.652
Mstadata Repository 1 0.184 (] 0.000
Operating Softwar & Office Auto. Software Replace 1 0.000 0 8.000 -
Software Dev Too} 1 0,195 1 0.500
Spectrum 1 0.405 ¢ 0.00¢0
MINOR CONSTRUCTION ] 0,000 1 0.955
Bidg 856 Generator ] 0.000 1 0,355
Bidg 868 Addition ¢ 0.000 o 0.000

Total 17 8540 19 8,036
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