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O&M TOA BY SERVICE BY APPROPRIATION

Army
Army

Army Reserve
Army National Guard

Navy
Navy

Marine Corps
Navy Reserve
Marine Corps Reserve

Air Force
Air Force
Air Force Reserve
Air National Guard

Defense-Wide and Other
Defense-Wide
Defense Health program
Emergency Response Fund, Defense
Former Soviet Union Threat Reduction
Office of the Inspector General
OPPLAN 34A-35P.O.W.
Overseas Humanitarian, Disaster and

Civic Aid

Payment to Kah’olawe Island

($_in Millions)
FY 2000 Price Program FY 2001 Price Program  FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
26.969.3 +224.1 -3.338.9 23.854.5 +130.5 +2,671.3 26.656.3
22,310.2 +96.8 -3,473.8 18,933.2 +23.1 +2,235.4 21,191.7
1,481.3 +36.4 +59.4 1,577.1 +41.4 +168.7 1,787.2
3,177.8 +90.9 +75.5 3,344.2 +66.0 +267.1 3,677.4
27,322.0 +1,526.2 -1,070.0 27.778.2 +419.9 +2.803.3 31.001.4
23,433.0 +1,325.6 -954.7 23,803.9 +357.5 +2,800.0 26,961.4
2,775.3 +99.6 -31.8 2,843.2 +53.7 -4.6 2,892.3
972.2 +95.7 -84.3 983.6 +6.6 +13.5 1,003.7
141.6 +5.3 +0.7 147.6 +2.1 -5.7 144.0
27.299.0 +1,525.3 -1,205.7 27.618.6 +1,106.8 +3.318.6 32.044.0
22,226.8 +1,114.2 -1,098.0 22,2429 +826.1 +3,077.8 26,146.8
1,779.8 +128.3 -4.5 1,903.6 +106.2 +20.1 2,029.9
3,292.4 +282.8 -103.1 3,472.1 +174.5 +220.7 3,867.4
32.901.2 +899.1 -1,.875.8 32.064.5 +851.1 +3.075.1 35.990.8
11,661.4 +345.6 +116.9  +12,123.9 +315.8 +78.9 12,518.6
12,305.5 +441.4 -398.3  +12,348.5 +424.1 +5,126.4 17,899.0
0.3 +0.0 -0.3 - - - -
458.1 +7.7 -23.4 +442 .4 +8.4 -47.8 403.0
136.5 +5.3 +5.7 +147.4 +5.3 -0.7 152.0
11.2 +0.2 -5.9 +5.6 +0.1 -5.7 -
55.5 +1.0 -0.7 +55.8 +0.9 +0.5 57.2
34.4 +0.5 +25.0 +59.9 +1.0 -35.8 25.0
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O&M TOA BY SERVICE BY APPROPRIATION

Quality of Life Enhancements, Defense

U.S. Court of Appeals for the Armed
Forces

Defense Export Loan Guarantee
Program Account

Defense Vessels Transfer Program
Account

Rifle Practice, Army

Support for International Sporting
Competitions

Environmental Restoration, Army*

Environmental Restoration, Navy*

Environmental Restoration, Air Force*

Environmental Restoration, Defense-
Wide*

Environmental Restoration, Formerly
Used Defense Sites (FUDS)*

Drug Interdiction And Counter-Drug
Activities, Defense*

Overseas Contingency Operations
Transfer Fund (OCOTF)*

Pentagon Renovation Transfer Fund

Total Obligational Authority
Financing Adjustments
Total Budget Authority

FY 2000
Actual
298.4

7.5

0.1

0.2
94

(369.6)
(273.6)
(371.1)

(25.1)

(225.0)
(883.4)
(4,481.9)

221.6

106,790.5
1,985.1
108,775.6

($_in Millions)
Price Program FY 2001 Price Program  FY 2002
Growth Growth Estimate Growth Growth Estimate
+4.8 -143.1 +160.1 +2.6 -162.7 -
+0.3 +0.8 +8.6 +0.1 +0.4 9.1
0.0 -0.1 - - - -
- 4.0 4.0 0.1 -4.1 -
0.0 -0.2 - - - -
0.2 -9.6 - - 15.8 15.8
+6.0 +6.9 +389.1 +6.6 -5.9 389.8
+4.5 +6.4 +293.4 +5.0 -40.9 257.5
+6.0 -5.5 +375.5 +6.4 +3.6 3854
+0.4 -4.2 +21.4 +0.4 +1.7 23.5
+3.8 -10.8 +231.0 +3.9 -44.6 190.3
+14.7 +83.2 +981.3 +17.3 -178.2 820.4
+71.7 -136.8 +4,416.8 +74.3 -1,646.9 2,844.2
3.8 -2254 - - - -
+4,086.4 +439.0 +111,315.9 +2,529.5 +11,847.1 125,692.5
- - -3,152.0 - - 253.6
- - 108,163.9 - - 125,946.1

*Transfer Accounts. The FY 2000 data is non-additive. The Department transfers these program funds to other appropriations (primarily Operations and Maintenance appropriations) where the
Components manage, obligate, and expend the transferred funds for the purposes appropriated.
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O&M TOA BY SERVICE BY APPROPRIATION

The amounts reflected in this Overview are expressed in Total Obligational Authority (TOA) terms, which includes Budget Authority
(BA) and financing adjustments. The previous summary table identifies the TOA by appropriation within the Operation and
Maintenance (O&M) Title and also identifies the net financing adjustments. The FY 2001 financing adjustment of $-3,152.0 million
includes contributions from allied nations for Defense Burdensharing ($+210.0 million), receipts involving disposal, lease, or recovery
of DoD facilities and real property ($+21.1 million), and restoration efforts at the Rocky Mountain Arsenal and Kaho’olawe Island
($+65.9 million).

These financing adjustments are offset by; (1) unobligated balance of $565.7 million carried forward and a $1,100.0 million
reappropriation from the FY 2000 Emergency Supplemental (Title IX, P.L. 106-259); (2) unobligated balance of $203.4 million
carried forward from the Emergency Supplemental Act, 2000 (P.L. 106-246, Division B, Title I); (3) an unexpended balance of
$337.2 million carried forward from the FY 2000 program for the Overseas Contingency Operations Transfer Fund (OCOTF),
(4) $47.3 million remaining from the FY 1999 Emergency Supplemental (P.L. 106-31) appropriated to the OCOTF for
Munitions/Readiness not related to contingency operation requirements; (5) $800.0 million transfer from the Working Capital Fund for
Fuel (P.L. 106-259, Section 8085); (6) $114.2 million from the FY 2000 Colombia Emergency Supplemental that is being executed in
FY 2001; (7) unobligated balance of $275.6 million carried forward for the Defense Health Program (DHP); and (8) unobligated
balance carried forward for payments to former prisoners of war ($5.6 million).

The FY 2002 financing increase of $253.6 million is primarily due to contributions for Defense burdensharing ($+210.0 million), and
restoration efforts at the Rocky Mountain Arsenal and Kaho’olawe Island ($+31.0 million), and receipts involving disposal, lease, or
recovery of DoD facilities and real property ($+20.1 million) offset by unobligated balances carried forward for Overseas
Humanitarian, Disaster and Civic Aid ($7.5 million).

O&M TOA BY SERVICE BY APPROPRIATION 3



OPERATION AND MAINTENANCE TITLE SUMMARY

($_in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
106,790.5 +4,086.4 +439.0 111,315.9 +2,529.5 +11,847.1 125,692.5

The Department of Defense’s Operation and Maintenance (O&M) programs underpin the military readiness of the United States.
America’s military must be capable of responding effectively to crises in order to protect our national interest, demonstrate U.S.
resolve, and reaffirm the role of the United States as a global leader. The U.S. forces must be able to execute the full spectrum of
military operations -- from deterring aggression and coercion, to conducting concurrent smaller-scale contingency operations, to
fighting and winning major theater wars.

To fulfill these roles, U.S. forces must be prepared and ready to execute their combat missions decisively. Resources dedicated to
O&M reflect the Department’s commitment to readiness. The Department’s first-to-fight forces are the best in the world. However,
due to many years of inadequate O&M funding levels together with the intensity of operations, readiness has become more difficult to
sustain. To protect U.S. military excellence and to reverse signs of any degradation in readiness, the FY 2002 amended budget
substantially increases O&M funding levels in order to bolster U.S. military readiness.

The funding amounts reflected in this Overview are expressed in Total Obligational Authority (TOA) terms. The term “TOA”
includes Budget Authority and financing adjustments (e.g., transfers from unobligated balances), which comprise the total funding
available for obligation in the appropriations included in the O&M Title. The previous summary tables identifies the TOA for the
appropriations included in the O&M Title and provide an explanation of the financing adjustments. The FY 2002 TOA for the O&M
Title is $125.7 billion, which reflects a net increase of $14.3 billion above the FY 2001 funding level. This increase is made up of
$2.5 billion for pricing changes and $11.8 billion (+10.4 percent) of net program growth.

The TOA for the O&M Title increases between FY 2001 and FY 2002 as a percentage of the DoD portion of the National Defense
Function (051 function) reflected in the FY 2002 amended budget request. In FY 2002, the O&M share of the Defense budget is
38.2 percent increasing from 37.0 percent in FY 2001.

The following provides a summary of the pricing changes affecting the O&M appropriations. This is followed by a description of the
significant programmatic changes in the FY 2002 amended budget request for the O&M Title compared to the enacted FY 2001

OPERATION AND MAINTENANCE TITLE SUMMARY 4



OPERATION AND MAINTENANCE TITLE SUMMARY

funding level. A summary of the functional transfers into and out of the O&M appropriations is included at the end of this Summary
section.
PRICE GROWTH

Price growth reflects the additional cost of executing the previous year’s program at the next year's prices. In general, price growth
amounts are estimated by applying price change rates to amounts budgeted for various commodity groups (i. e., civilian pay, Working
Capital Fund purchases, medical supply purchases, general nonpersonnel purchases, etc.). The FY 2002 price growth is $2.5 billion.
Rates used for the major commodity groups follow:

For civilian pay, the FY 2002 price growth is based on annualization of the FY 2001 pay raises for classified and wage board
employees to include locality increases, which were effective January 1, 2001, and the portion of the FY 2002 pay increases scheduled
to become effective January 1, 2002. It also provides for foreign national employee pay raises at the rates the host country provided its
public sector personnel. For FY 2001, the budgeted pay raise increase is 3.7 percent for classified and wage board employees and is
effective January 1, 2001. For FY 2002, the budgeted pay raise increase is 3.6 percent for classified and wage board employees and is
effective January 1, 2002.

Consistent with Office of Management and Budget (OMB) direction, the general non-personnel purchase rate is 1.6 percent for
FY 2001 and 1.7 percent for FY 2002.

Fuel purchase prices from the Working Capital Fund reflect a very slight decrease (1 percent) in FY 2002. With these rates, Working
Capital Fund customers pay an average cost per barrel of $42.42 in FY 2001 and $42.00 in FY 2002. The FY 2002 customer fuel
prices are set based on revised estimates of fuel purchase inflation provided by OMB and recovery of realized and expected losses
through the end of FY 2001.

Other Working Capital Fund rates change by business area and vary from year to year. The following list of FY 2002 rate changes
represent those business areas that account for the vast majority of orders from O&M customers: Army Managed Supplies and
Materials (-2.5 percent), Navy Managed Supplies and Materials (-4.7 percent), Air Force Managed Supplies and Materials
(+10.6 percent), Defense Logistics Agency (DLA) Managed Supplies and Materials (+0.4 percent), Army Equipment Purchases
(-2.5 percent), Navy Equipment Purchases (-4.7 percent), Air Force Equipment Purchases (+10.6 percent), Army Depot Systems
Command - Maintenance (+4.0 percent), Naval Aviation Depots (+3.2 percent), Naval Shipyards (+5.7 percent), Depot Maintenance
Air Force - Organic (+16.9 percent), Army Armament (-7.9 percent), and Army Information Services (+32.8 percent).

OPERATION AND MAINTENANCE TITLE SUMMARY 5



OPERATION AND MAINTENANCE TITLE SUMMARY

The FY 2002 amended budget estimate for overseas purchases is based on foreign currency exchange rates that are consistent with
recent market conditions. Overall, these rates reflect an improvement in the purchasing power of the U. S. dollar. In two of the three
countries where DoD has its largest overseas presence, Japan and Korea, the dollar’s value has improved. For the Japanese Yen, the
buying power of the dollar increases by 3.7 percent from 122.1325 Yen in FY 2001 to 126.680 Yen in FY 2002. Likewise, the U.S.
dollar increases in value compared to the Korean Won by 8.5 percent, moving from 1,244.076 Won in FY 2001 to 1,349.5 Won in FY
2002. In Germany, where the DoD has its largest overseas presence, the dollar declines from 1.2325 Euros to 1.1967, a decrease of 2.9
percent. On balance, there is a net increase in the purchasing power of the U.S. dollar, reducing the budget estimates for the O&M
accounts by more than $0.3 billion.

PROGRAM GROWTH

The FY 2002 amended budget request includes $11.9 billion (+10.4 percent) of net program growth for the O&M Title, which is
targeted to improve significantly support to readiness programs. The level of O&M funding sought in the FY 2002 amended budget
will begin to reverse the decline in readiness attributable to years of underfunding, high tempo of operations, and escalating
maintenance costs of aging weapon systems. The following indicators reflect planned operating tempo (OPTEMPO) rates for
FY 2002. The Active Army budget request supports objective OPTEMPO rates of 730 home station training miles per year for M1
Abrams tanks and an average of 14.0 flying hours per aircrew per month. The Active Navy steaming days continues to be funded at
the planning level of 50.5 days per quarter for deployed fleets and 28.0 days per quarter for the non-deployed fleets. Further, active
naval tactical air primary mission readiness (PMR) rates increase from 17.8 to 22.6 tactical flying hours per month per aircrew. Active
Air Force tactical fighter aircrew flying hour rates decline slightly from 17.1 to 17.0 flying hours per pilot per month. Active Air Force
bomber crew flying hour rates increase from 14.8 to 15.5 flying hours per crew per month.

The FY 2002 amended budget request includes a significant functional realignment of Defense resources. The Department is
requesting the Congress to appropriate the $1.2 billion required to maintain the forces and to conduct operations in Southwest Asia
(SWA) in the appropriations of the Military Departments and the Defensewide Components vice the Overseas Contingency Operations
Transfer Fund (OCOTF). Operations in SWA have been ongoing for 10 years, have become more predictable, and there are no plans
to withdraw forces in the near-future since the United States remains committed to ensuring that security requirements are maintained
in the area of the world. Therefore, the funds required for SWA operations should be provided directly to the Military Departments
and the Defensewide Components.

OPERATION AND MAINTENANCE TITLE SUMMARY 6



OPERATION AND MAINTENANCE TITLE SUMMARY

The following outlines program change by major program area:

The Air Operations program finances the cost to maintain aircraft and to train pilots to achieve and maintain flying proficiency in
support of the national military strategy. The OPTEMPO portion of the Air Operation program is commonly referred to as the “flying
hour program.” The flying hour program is based on pilot training syllabuses, which are used to estimate the number of training hours
needed to achieve and to maintain aircrew skill levels. The flying hour program costs are a function of training hours multiplied by the
cost of depot level repairables, consumable spare parts, and fuel necessary to operate the aircraft. The other significant portion of the
Air Operations program is aviation depot maintenance. The Air Force and Navy have identified serious shortfalls in aviation readiness
for the last several years. For example, the FY 2001 enacted level supports Air Force at 73 percent mission capable versus 85 percent
in 1991. The FY 2002 amended budget request of $30.1 billion for the Air Operations program reflects a net program increase of
$4.3 billion (+16.5 percent) above The FY 2001enacted funding level. The FY 2002 increases fully fund the Services’ flying hour
requirements to meet readiness-training goals. The major program changes are primarily due to increases in the cost of the flying hour
program for consumables and depot level repairables due to aging aircraft. Additional air operations funding will reduce the strain on
mission capable rates.

The Land Forces program includes funding to train and sustain active Army and Marine Corps ground combat forces. The Army’s
program includes units assigned to heavy, airborne, air assault and light division; corps combat units. The Marine Corp program
includes divisions, service support groups, helicopter groups, and light anti-aircraft missile battalions that constitute the Marine
air-ground team and Marine security forces. The FY 2002 amended budget request of $3.8 billion for Land Forces programs reflects a
program increase of $3 million (+0.1 percent). The Army’s FY 2002 amended budget funding level of $3.3 billion increases by
$19 million (+0.6 percent) above The FY 2001 program level. The Army program reflects the Army’s training strategy that exposes
all soldiers to a full range of realistic training exercises. The Army’s funding level in FY 2002 supports 730 home station miles for
ground OPTEMPO for the M1 Abrams tank, a decline of 70 home station miles from the FY 2001 level. The Army has chosen to
accept a minor risk in OPTEMPO in order to halt deterioration of facilities. The Marine Corps FY 2002 amended budget request of
$460 million for land forces reflects a program decrease of $16 million (-3.3 percent) from the FY 2001 funding level, primarily due to
the effect of one-time congressional increases for the Initial Issue program ($-47 million).

The Ship Operations programs include OPTEMPO as well as depot maintenance and support. The FY 2002 amended budget request
of $7.6 billion includes a net program increase of $0.6 billion (+8.9 percent). The Ship Operations OPTEMPO program of $2.9 billion
includes a net increase of $72 million (+2.5 percent) above the FY 2001 level. This program increase is largely attributable to two
additional replenishment ships in the Military Sealift Command.

OPERATION AND MAINTENANCE TITLE SUMMARY 7
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The Mobilization program provides for airlift and sealift capability to deploy combat forces and materiel in contingencies by providing
funding to maintain an inventory of immediately available supplies and equipment to sustain the forces as outlined in the National
Military Strategy. The FY 2002 amended budget request of $5.1 billion for the Mobilization program reflects a net program increase
of $0.3 billion (+7.1 percent) above the FY 2001 funding level. The Air Force ($+341 million) accounts for the majority of this
program increase, which reflects increases to the Airlift Operations, Airlift Operations Training, and Mobilization Base Support. The
Air Force’s increase is offset by net decreases in the Army program ($-12 million) due to a reduction in industrial preparedness for the
Rock Island Arsenal and the Watervliet Arsenal. The Marine Corps program decrease ($-12 million) is due to a one-time
congressional increase for Maritime Propositioning Ship spares. The Navy reflects a minor net program increase ($+22 million)
primarily due to changes in the activation/inactivation workload.

The Depot Maintenance program funds the overhaul, repair, and maintenance of aircraft, missiles, ships, submarines, combat vehicles
and other equipment. Depot maintenance efforts are performed at both public (DoD) and private (contractor) facilities. These efforts
provide maintenance necessary to sustain the operational readiness of combat forces, to ensure the safe and efficient operation of
weapon systems, and to renovate assets that are being transferred from active forces to the Reserve Components. The FY 2002 Depot
Maintenance budget request of $8.7 billion reflects a net program increase of $0.9 billion (+10.8 percent) from the enacted FY 2001
funding level. This increase is designed to make a substantial investment toward achieving optimal depot maintenance funding levels.
The Army increases their depot maintenance program by $104 million, allowing the Army to reduce the maintenance backlog, support
recapitalization to extend the service life of key systems. The FY 2002 funding level supports 70 percent of the Army’s depot
maintenance requirement (vs. the optimal level of 90 percent). The Navy increases its ship depot maintenance program by
$394 million permitting 90 percent of the ship depot maintenance requirement to be funded (vs. the optimal level of 100 percent).
There is an additional $251 million for Navy aircraft combat support which supports 100 percent (optimal level) of the airframe
requirement for deployed forces, 90 percent (optimal level) of the airframe requirement for non-deployed forces, and 90 percent
(optimal level) for Navy aircraft engines. There is an additional $104 million for Air Force aircraft, which enables the Air Force to
finance 91 percent of its depot maintenance requirement (vs. optimal level of 92 percent).

The Transportation program provides for the movement of materiel between contractors' plants, military logistics centers, and field
activities throughout the world. The FY 2002 amended budget request of $1.3 billion reflects a net program increase of $69 million
(+5.7 percent) above the FY 2001 enacted level. The majority of this net program increase is in the Army ($+28 million), of which
most is for its Transformation Initiative, and in the Air Force ($+47 million), of which most is due to the functional realignment of
SWA contingency resources from the OCOTF.

The Training and Education program finances the operation of training centers, Service schools, and scholarship programs, which are
necessary to acquire and maintain a trained force of personnel able to effectively support DoD’s military units, ships, aircraft, and

OPERATION AND MAINTENANCE TITLE SUMMARY 8
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installed weapon systems. Also included are resources to finance base support activities and facility sustainment. The FY 2002
amended budget request of $7.5 billion includes net program growth of $0.7 billion (9.3 percent). All of the Services have reflected
increased training and education support. Most of the increase is in base support and facilities sustainment ($+353 million); flight
training ($+174 million); and specialized skills, professional development, Senior Reserve Officer Training Corps, and training
support ($+154 million).

The Recruiting, Advertising, and Examining program provides funds to support the recruiting commands and stations throughout the
United States, to finance the costs for local, regional, and national advertising to support the procurement and retention of quality
enlisted and officer personnel, and to support the U.S. Military Entrance Processing Command to process all enlisted personnel
entering active duty. The FY 2002 amended budget of $1.3 billion includes net program growth of $76 million (5.9 percent). Most of
this net program increase is for the Army ($+63 million) primarily for increased recruiter support and advertising. The Air Force has a
net program growth ($+18 million), which is primarily for increased media advertising.

The Base Operations Support (BOS) program provides the resources to operate the bases, installations, camps, posts, and stations of
the Military Departments. These resources sustain mission capability, ensure quality-of-life, enhance work force productivity, and
fund personnel and infrastructure support. The FY 2002 amended budget request of $16.8 billion includes program growth of
$2.3 billion (16 percent). The significant program growth seeks to increase funding for critical quality of-life and essential installation
support, and to reduce the risk of funds migrating from mission programs to finance “must fund” bills during execution. All of the
Military Departments and the Defense Health Program (DHP) reflect increases: Army, $+1,007 million; Navy, $+422 million; Marine
Corps, $+84 million; Air Force, $+747 million; and DHP, $+53 million.

The Command, Control, Communications, and Intelligence (C3) program finances base level and worldwide communication networks
for voice, data, and imagery traffic to ensure responsive support to U.S. forces. The FY 2002 amended budget request of $4.0 billion
includes a net program increase of $0.2 billion (5.8 percent) above the FY 2001 enacted level. The Air Force ($+258 million),
accounts for the majority of this net program growth, which includes increases for contracting out base communications, pay increase
for information technology experts, and space-related activities. The Navy ($+82 million) also reflects net program growth of which
most is for base communications and command and control efforts. Offsetting these increases are net program reductions in the Army
($-46 million) primarily in base communications based on historical execution and one-time increase in FY 2001 for the Army’s
Global Command and Control System and in the Defense-Wide activities ($-64 million) primarily due to reductions in the Defense
Message System and in service contracts for communications support to the Pacific and European theaters by the Defense Information
Systems Agency.

OPERATION AND MAINTENANCE TITLE SUMMARY 9
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The Facilities Sustainment, Restoration, and Modernization (SRM) and Demolition programs provide funds to support two distinct
efforts. The SRM program (formerly called “Real Property Maintenance”) provides funds to maintain facilities, to restore facilities
whose age is excessive or have been damaged, and to improve facilities to accommodate new functions or mission. The demolition
program provides funds to demolish and dispose of obsolete and excess structures. The FY 2002 amended budget request of
$6.5 billion includes a net program growth of $0.4 billion (7.3 percent). This net program increase includes net increases of
$167 million for facilities sustainment, $251 million for restoration and modernization efforts, and $21 million for demolition.
Partially offsetting the net increase of $167 million in facilities sustainment is the congressional increase for the Quality of Life
Enhancements, Defense appropriation that is not extended into FY 2002 ($-163 million). The Army ($+595 million) accounts for the
majority of net program increase with significant increases in both facilities sustainment and restoration and modernization. The Navy
($+123 million) and the Defense Health Program ($+35 million) also include net program increases of which the majority is in
facilities sustainment. Both the Marine Corps ($-67 million) and the Air Force ($-80 million) reflect net program reductions --
primarily in facilities sustainment.

The Operation and Maintenance, Defense-Wide appropriation provides funding to support a wide range of essential programs that are
critical to the accomplishment of the missions of the Military Departments. These functions have been consolidated to achieve
maximum efficiency by avoiding overlap and duplication among the Military Departments. These programs include special operations
forces, intelligence activities, audit and contract management activities, treaty implementation, nuclear weapons management and
analysis, dependents’ education, civilian and military personnel support, and management support to the Department. The FY 2002
amended budget request $12.5 billion for the O&M, Defense-Wide appropriation includes a net program increase of $78.9 million
(+0.6 percent). Much of this net program increase is in the U.S. Special Operations Command (USSOCOM) ($+115 million) and
Classified Programs ($+143 million). These increases are partially offset by congressional increases and earmarks in FY 2001 that
were not extended into FY 2002 ($-233 million).

The Defense Health Program (DHP) appropriation supports worldwide medical and dental services to the active forces and other
eligible beneficiaries, veterinary services, medical command headquarters, graduate medical education for the training of medical
personnel, and occupational and industrial health care. The FY 2002 amended budget request of $17.9 billion for DHP includes
program growth of $5.1 billion (+45.7 percent) above the FY 2001 funding level. The program growth is predominately to finance
new health care benefits ($4,017 million) enacted in the FY 2001 National Defense Authorization Act (P.L. 106-398); this includes the
new TRICARE for Life benefit that covers Medicare eligible military retirees as a second payer to Medicare . Other program increases
are the restoral of FY 2001 program funding imbalances in managed care support contracts, other purchased care, pharmacy growth,
equipment, supplies and contracts ($1,532 million), increases in private sector health care costs above standard inflation
($374 million), increases in pharmacy costs above standard inflation ($153 million). These increases are offset by anticipated Center

OPERATION AND MAINTENANCE TITLE SUMMARY 10



OPERATION AND MAINTENANCE TITLE SUMMARY

for Medicare and Medicare Service savings ($-315 million) and one time congressional adds in 2001 that are not continued in FY 2002
($-635 million).

The Former Soviet Union (FSU) Threat Reduction appropriation provides resources to address the threat from, and potential prolifera-
tion of, the FSU arsenal of weapons of mass destruction (WMD) associated materials and expertise. The FY 2002 amended budget
request of $0.4 billion for the FSU Threat Reduction appropriation reflects a net program reduction of $48 million (-10.6 percent)
primarily due to reduced cooperation threat reduction (CTR) activities in Russia ($-137 million), which are partially offset by
increased funding for chemical weapons destruction in Russia ($+50 million) and for elimination of WMD infrastructure and strategic
nuclear arms in the Ukraine and the Kazakhstan ($+27 million).

The Defense Environmental Restoration Program consists of five transfer appropriations that the Congress established to provide for:
the identification, investigation, and cleanup of past contamination from hazardous substances and wastes; correction of other
environmental damage; detection of unexploded ordinances; and the demolition and removal of unsafe buildings, structures at active
installations and Formerly Used Defense Sites (FUDS). The FY 2002 amended budget request of $1.2 billion includes a net program
reduction of $86 million (-6.5 percent), which primarily consists of the discontinuance of a one-time congressional increase to the
FUDS appropriation in FY 2001 ($-45 million) and a decrease in Navy requirements in both investigations and actual cleanup
activities in the budget year ($-41 million).

The Overseas Contingency Transfer Fund (OCOTF) is a transfer appropriation that the Congress established to finances contingency
operations since these operations are dynamic and unpredictable. The variability of contingency operations causes difficulty in
estimating costs in the correct amounts and in the correct Component’s appropriation. As a transfer appropriation, the OCOTF
provides the Department with the flexibility to provide funds in the year of execution to the Components for contingency operations
costs. The FY 2002 amended budget request for OCOTF is $2.8 billion and reflects a net program reduction of $1.6 billion. This net
reduction predominately is the result of a program transfer out of $1.3 billion for Southwest (SWA) operations to the Components
since these operations have become more predictable. Beginning in FY 2002, the Components are responsible for budgeting for SWA
operations in their individual appropriations (i.e., military personnel, operation and maintenance, etc.). After adjusting for the SWA
program transfer of $1.3 billion, there is a net program reduction of $348 million in the FY 2002 budget request for OCOTF when
compared to the FY 2001 funding level. This reduction includes adjustments for Bosnia ($-56 million), Kosovo, ($-245 million), and
Munitions/Readiness carryover from the FY 1999 Emergency Supplemental ($-47 million). The reductions for Bosnia and Kosovo are
largely attributable to reductions in the force structure levels, which are partially offset by increased usage of the Reserve Forces by the
Army in Bosnia.
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The DoD Counterdrug (CD) program supports the counterdrug objective directed in the President’s National Security Strategy of the
United States, “...to reduce the flow of illegal drugs into the United States by encouraging reduction in foreign production, combating
international traffickers, and reducing demand at home.” The CD program is funded in the Drug Interdiction and Counterdrug
Activities, Defense appropriation, which is a central transfer account (CTA) that finances all DoD CD resources except for those
resources required for the Active Components’ military personnel, Service OPTEMPO, and CD military construction. The FY 2002
amended budget request of $0.8 billion for the CTA includes a net program decrease of $178 million (-17.8 percent), which is
primarily attributable to the completion of Plan Columbia efforts in FY 2001.

FUNCTIONAL TRANSFERS

The table on the following page summarizes the major functional realignments affecting the O&M Title, included in the preceding
discussion on program changes.
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Function/Activity

Information Technology (IT) Sustainment. Transfer of funding for programs from the Investment accounts to the
Components’ O&M appropriations for ongoing sustainment. Programs include Army Joint Simulation System (JSIMS)
and Defense Threat Reduction Agency Balanced Survivability Assessments.

Navy Installation Claimant Consolidation (ICC). Transfer of funding from the Navy Working Capital Fund to
consolidate base operations functions under the principal financial manager responsible for the installation.

U-2 Replenishment Spares. Transfers funding from the Air Force Investment appropriations to procure U-2
Replenishment Spares from the Air Force Working Capital Fund using O&M customer accounts.

Overseas Contingency Operations Transfer Fund (OCOTF) Transfer. Transfer from the OCOTF to the Services’
Military Personnel appropriations to support sustained incremental costs of contingency operations in Southwest Asia
(SWA). The OCOTF is used to finance contingency operations that are so variable in their scope, duration, and
intensity that they cannot be financed via the DoD Components’ appropriations without causing a readiness impact. The
SWA operation has become stable enough to be financed in the individual appropriations of each of the DoD
Components involved in this operation.

A-76 Transfer. Transfer of funding from the O&M, Air Force appropriation to the Military Personnel, Air Force
appropriation to reflect a decision to reduce the number of military members outsourced through OMB Circular A-76
studies.

Army Base Realignment and Closure (BRAC) Caretaker. Transfer of funding from the O&M, Army appropriation
to the DoD BRAC account to support continued caretaker costs of Army facilities undergoing realignment or closure

Information Technology. Transfer of funding for information technology programs from the O&M title to the
Components’ Research, Development, Test and Evaluation appropriations. Funding for most IT programs was
transferred to the R&D Title is the last President’s Budget Submission. These additional transfers represent those
programs that should have been transferred last year.

Other Transfers-Out. Reflects the total of smaller transfers out of O&M for various reasons.

Net Transfers

OPERATION AND MAINTENANCE TITLE SUMMARY

($.in Millions)
In  Out
+55.9 -250.1
+30.1
+12.3
+13.5
-179.2
-394
-14.9
-11.5
-5.1
-194.2
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($_in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual* Growth Growth Estimate Growth Growth Estimate
22,310.2 +96.8 -3,473.8 18,933.2 +23.1 +2,235.4 21,191.7
* Includes funds from transfer accounts (e.g., Overseas Contingency Operations Transfer Fund and Drug Interdiction and Counterdrug Activities, Defense).

The Operation and Maintenance, Army (OMA) appropriation provides for the day-to-day operations of units, schools and power
projection platforms, which in combination support a strategically ready force. The OMA appropriation contributes to readiness by
supporting tough, realistic training; providing for maintenance of equipment and facilities; and providing the highest possible
quality-of-life for soldiers and their families. The FY 2002 amended budget also includes funding to support the Army’s
Transformation. These resources will allow the Army to proceed with its efforts to produce a combat-ready “interim force” equipped
with Interim Armored Vehicle systems, enroute to an “objective force” equipped with Future Combat systems. The FY 2002
amended budget request of $21,191.7 million reflects a net increase of $2,258.8 million, which includes price growth of $23.1 million
and a net program increase of $2,235.4 million (11.8 percent). These funds support the following major categories of mission
operations.

Operating Tempo (OPTEMPO): The Army’s ground OPTEMPO and flying hour programs support 730 home station and simulator
training miles per year for the M1 Abrams tank and an average of 14.0 live flying hours per aircrew per month for the Active
Component. In selected units, ground OPTEMPO miles include live as well as a small number of Close Combat Tactical Trainer
(simulator) miles. The OMA budget will support 9 Active Component and 1 National Guard brigade rotations through the National
Training Center, 9 Active Component and 1 National Guard brigade rotations through the Joint Readiness Training Center, and
5 Active Component brigade rotations through the Combat Maneuver Training Center. Additionally, 5 Active Component divisions
and 2 Active Component Corps staffs will participate in the Battle Command Training Program.

Institutional Training and Recruiting: The FY 2002 budget request provides funding to properly man the force, train the force
(institutional training), and grow leaders for the 21* Century. In order to maximize the efforts in recruiting quality soldiers, which will
help set the conditions for success in manning and readiness, the Army will continue to emphasize recruiting and advertising. To
compete effectively with peer academic institutions for the best officer candidates available, the FY 2002 amended budget request
provides additional funding for the U.S. Military Academy and Senior Reserve Officers’ Training Corps (SROTC) Programs. To
develop the civilian leaders of the future, the FY 2002 amended budget request provides additional funding for the Army’s Civilian
Training and Education System (ACTEDS). This will enable the Army to train civilian interns within career program specialties as
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the current workforce grows older and retires. In order to properly train the force and grow leaders for the 21* Century, the FY 2002
amended budget request provides additional funding for institution training. This includes a comprehensive redesign of professional
military education, establishment of a new organizational construct built around reengineered processes, and enhancements to initial
entry training. All of these institutional training and recruiting programs support the Army’s efforts to recruit, train, and grow the best
leaders for the future.

Spares/War Reserve Secondary Items: Over several years, the Army has experienced increased demand for repair parts generally due
to older aircraft and ground equipment parts breaking more frequently and increased stress from higher OPTEMPO. The FY 2002
amended budget request provides additional funding for spares/war reserve secondary items to increase the availability of repair parts
to meet higher demands, to remedy current out-of-stock levels, reduce the rate of future backorders, reduce the use of cannibalization
(the movement of components from one end item to another), and increase the recapitalization efforts (i.e., improve the expected
service life of aging legacy systems via zero time/zero mile refurbishment). This funding investment should improve the Army’s
ability to meet mission and operational readiness requirements.

Mobilization: The Army’s Strategic Mobility Program (ASMP) remains the cornerstone of the Army’s deployment capability.
Within the ASMP program, the FY 2002 amended budget request supports 15 ships. The Army is realigning and consolidating
prepositioned stocks on land, consistent with the Global Prepositioning Strategy. As part of this realignment, the Army is moving
prepositioned stocks between theaters to better support the force structure requirement. In FY 2002, the Army will continue
deployment outload enhancements, which include infrastructure improvements, unit deployment container acquisition, and strategic
deployment training. These improvements facilitate movement of personnel and equipment from Continental U.S. bases to/through
air and seaports of embarkation for rapid deployment to meet Army/Defense timelines.

Quality-of-Life: In order for the Army to continue to attract and retain quality soldiers, high quality-of-life (QOL) issues must be kept
at the forefront because they are vital to our soldiers’ morale, and commitment to the Army and to overall readiness. The QOL issues
include adequate housing and support facilities, promoting soldier and family self-reliance, resiliency, and stability through various
support services. These services enhance soldier retention and readiness levels. Essential morale, welfare, and recreation programs
must be maintained at a consistent level for the benefit of soldiers and their families. The FY 2002 amended budget request provides
funding to support 94 percent of the sustainment requirements for military facilities. The amended budget request also funds Base
Operations Support at 96 percent of total requirements, which enables installation commanders to provide critical support services,
and minimize and possibly preclude, the migration of resources into base operations from mission programs during execution. At this
funded level, the Army will meet the Department’s goal for child care demand.
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Budget Activity 1: Operating Forces

($.in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual* Growth Growth Estimate Growth Growth Estimate
11,870.6 -52.9 -2,562.8 9,254.9 -127.5 +1,141.2 10,268.6

* Includes funds from transfer accounts (e.g., Overseas Contingency Operations Transfer Fund and Drug Interdiction and Counterdrug Activities, Defense).

The FY 2002 amended budget request of $10,268.6 million for the Operating Forces budget activity supports the requirements for
three activity groups: Land Forces, Land Forces Readiness, and Land Forces Readiness Support. These resources finance the
day-to-day operations of the Army’s active forces and support the combat units’ readiness training activity levels. The Land Forces
activity group provides resources for distinct facets of the operating forces (e.g., divisions, corps combat forces, and echelon above
corps forces) and special force related training activities (i.e., Combat Training Centers (CTCs)). The Land Forces Readiness activity
group supports key activities essential to operational readiness, such as depot maintenance, participation in joint exercises, and combat
development. And lastly, the Land Force Readiness Support activity group provides for infrastructure maintenance and support,
management headquarters, unified command support, and special activities of the operating forces.

The FY 2002 amended budget request increases by $1,013.7 million above the FY 2001 funding level. This includes a price decrease
of $127.5 million and a net program growth of $1,141.2 million (12.5 percent). Major program changes between FY 2001 and
FY 2002 include the following:

e A transfer in of $210.3 million from the Overseas Contingency Operations Fund (OCOTF). Beginning in FY 2002, funds to
finance the incremental cost of contingency operations in Southwest Asia are included in Services’ accounts vice the OCOTF
since Southwest Asia operations have become more stable and predictable.

e A transfer in of $11.7 million from the Operation and Maintenance, Army Reserve (OMAR) appropriation to provide Lane
Training Support to the Reserve Component (RC) during annual training. The Active Component (AC) is the Executive Agent
for the RC Annual Lane Training program.

e A transfer in of $7.2 million from the Research, Development, Test and Evaluation (RDTE) appropriation to properly align
funding for the maintenance of the Joint Simulation Systems (JSIMS) as a sustainment cost.A transfer out of $20.5 million to
Budget Activity 4, Administration and Servicewide, to properly align Computer Emergency Response Teams  (CERTS)  with
resources supporting the Information Assurance Program.An increase of $51.1 million for projected increases in energy costs
above standard inflation rates due to significant price increases for natural gas and electricity.
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An increase of $445.4 million in Base Operations Support to fund 96 percent of estimated total requirements for logistics,
engineering, personnel, and community services on Army installations. This funding level minimizes the risk of funding
migration from OPTEMPO programes.

An increase of $304.3 million in Facilities Sustainment, Restoration, and Modernization (SRM) for Army maintenance and repairs
to facilities that have been neglected in past years due to funding constraint. This includes an increase of $40.3 million for SRM in
the European Command to properly sustain maintenance facilities, training facilities, administration space, barracks, and other real
property infrastructure essential to force readiness. This increase will allow the Army to fund 94 percent of minimum essential
sustainment requirements.

An increase of $33.4 million for Organizational Clothing and Individual Equipment based on latest actual execution data (using a
3-year moving average of demands).

An increase of $75.6 million in ground and air OPTEMPO costs based on latest execution data (using a 3-year moving average of
demand for repair parts, changes in credit rates, and reclassification of consumables and reparable parts).

An increase of $19.7 million for Millennium Challenge to demonstrate the concept of rapid operations as defined in the Joint
Vision 2020 and as directed by Congress.

An increase of $27.9 million for the additional cost to operate and maintain Light Assault Vehicles/Infantry Assault Vehicles for
the new Medium Infantry Brigade Teams (IBCT) at Fort Lewis, WA, which supports the Army’s Transformation efforts to
restructure the current force to a visionary, highly deployable force.

An increase of $19.7 million for increased personnel and equipment transportation costs for airlift, air charter, sealift, and
installation fees during combat training center rotations.

An increase of $19.4 million to provide contract logistic support for the fielding and sustainment of specific Training Aids,
Devices, Simulators and Simulations to include the Warfighting Rapid Acquisition Program, Combat Synthetic Training
Assessment Range, and the Tactical Engagement Systems.

An increase of $17.6 million for Reserve Component training support: $14.9 million increase in Force Readiness Operations
Support for lane training costs to enable RC to meet minimum training requirements and $2.7 million in OPTEMPO to operate and
maintain ground support equipment (HUMMYV’s and Trucks) used to monitor and track training.

An increase of $12.0 million for the Unmanned Aerial Vehicles to cover the operation and sustainment of the new aerial
reconnaissance vehicles being fielded to tactical units.

An increase of $6.2 million due to one more pay day for civilians in FY 2002.

An increase of $17.6 million for the fielding of medical equipment to hospital and non-hospital units to achieve a balanced,
operational capability and sustainment.

An increase of $119.0 million for Depot Maintenance missile systems accessories, components and ground support equipment for
the Patriot.
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An increase of $23.0 million for Depot Maintenance (other end items) railway power and support equipment, tactical vehicles, and
other automotive end items.

An increase of $36.8 million for training modernization initiatives essential to Army Transformation efforts and to meet training
readiness requirements. An increase of $4.0 million for the sustainment of the Distributed Common Ground System, Army
(DCGS-A), formerly Tactical Exploitation of National Capabilities (TENCAP).

An increase of $19.0 million for Contract Logistics Support (CLS) required for the sustainment of 68 loaner Light Armored
Vehicles (LAV) as part of the International Loan Agreements between the United States and Canada.

An increase of $47.5 million for emergent antiterrorism and force protection requirements in order to mitigate force protection
vulnerabilities. This increase is required for control access to Army installations.

An increase of $31.5 million to properly support overseas environmental compliance programs that have been neglected over the
years.

An increase of $4.7 million to stand-up the School Liaison Office in support of the Army Family Action Plan.

An increase of $15.5 million for utility privatization, which includes recapitalization of the Army’s antiquated utility systems and
the associated enhanced operation and maintenance support thereafter.

A decrease of $300.0 million to OPTEMPO (ground, $-279 million and air, $-21 million) as the Army accepts minor risk to
stabilize facility deterioration. The FY 2002 amended budget request funds the ground OPTEMPO home station/simulator
training program at 730 M1 tank miles and the Flying Hour Program at 14.0 hours per crew per month.

A decrease of $13.2 million to support Army’s conversion to a Force XXI structure, which includes one less maneuver company
per tank and mechanized infantry battalion.

A decrease of $13.8 million due to reduced overall operational costs for the Army Global Command and Control System.

A decrease of $33.4 million for the Army Experimentation Campaign Plan (AECP) for a reduction in contract support for
modeling, simulation, and analysis.

A decrease of $40.6 million in estimated savings associated with A-76 competitions in previous years.

A decrease of $8.3 million for Battle Labs due to an anticipated decline in the participation of experimental activities.

A decrease of $18.6 million in Depot Maintenance for aircraft due to reduced requirements to support older rotary wing aircraft,
acceleration of phased retirement of the UH-1 helicopters, and reprioritization of depot maintenance for selected aircraft.

A decrease of $30.1 million in Depot Maintenance (post production software support) based on latest execution.

A decrease of $27.5 million in Depot Maintenance for the Bradley Fighting Vehicle (BFV) based upon the change in the Army
depot priority assigned to this system and the incorporation of the BFV into the Depot Recapitalization Program (the quantity
decreases from 168 to 29 in FY 2002). A decrease of $14.6 million for Weapons of Mass Destruction is primarily due to one-
time congressional plus-ups in FY 2001. The FY 2002 funding represents sustainment costs.
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Budget Activity 2: Mobilization

($.in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
592.2 -20.7 +6.5 578.0 +15.9 -12.0 581.9

The FY 2002 budget request of $581.9 million for the Mobilization budget activity provides funding for the Strategic Mobilization
mission in support of crisis response through the prepositioning of equipment, the rapid deployment of CONUS based forces, and
sustainment of industrial base preparedness.

The FY 2002 budget request increases by $3.9 million above the FY 2001 funding level. This includes a price growth of
$15.9 million and a net program decrease of $12.0 million (-2.0 percent). Major program changes between FY 2001 and FY 2002
include the following:

e An increase of $12.0 million for Army Prepositioned Stocks Afloat to support cyclic maintenance on prepositioned cargo aboard
ships.

e An increase of $2.3 million for Army Prepositioned Stocks in Europe to repair and maintain excess equipment for issue/transfer to
Afloat, Korea, and Southwest Asia.

e An increase of $7.7 million for shelf-life testing and sustainment costs of Army Prepositioned Stocks in Continental U.S.
(CONUS).

e An increase of $4.8 million for Army Prepositioned Stocks in Pacific (non-ammunition) to support maintenance requirements in
Korea.

e A decrease of $30.0 million for Industrial Mobilization Capacity. This decrease is due to a one-time congressional increase
($11.5 million) for the Rock Island Arsenal in FY 2001and a program decrease ($18.4 million) for declining workload at the
Watervliet Arsenal.

e A decrease of $5.1 million for Deployment Outload due to CONUS infrastructure improvement projects approaching scheduled
completion.

e A decrease of $2.1 million for Army Prepositioned Stocks in Pacific (ammunition) funds the ammunition program at reduced
levels.
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Budget Activity 3: Training and Recruiting

($.in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
3,393.8 +80.9 -28.5 3,446.2 +72.0 +580.1 4,098.3

The FY 2002 budget request of $4,098.3 million for the Training and Recruiting budget activity supports funding requirements for
three Activity Groups: Accession Training, Basic Skill and Advanced Training, and Recruiting and Other Training and Education.
These resources provide the cornerstone for the Army’s ability to attract, recruit, and produce a trained force to meet the Army’s
mission.

The FY 2002 request increases by $652.1 million above the FY 2001 funding level. This includes price growth of $72.0 million and a
net program growth of $580.1 million (16.5 percent). Major program changes between FY 2001 and FY 2002 include the following:

A transfer in of $8.0 million from the Defense Security Cooperation Agency to finance training at the Africa Center

A transfer in of $2.3 million from Budget Activity 1, Operating Forces, for proper alignment to support language-training funds.

An increase of $34.7 million for projected increases in energy costs above standard inflation rates and to properly fund utility costs

despite prior over-estimates of privatization savings.

An increase of $74.1 million for Flight Training based on latest actual execution data.

An increase of $12.5 million for 1,768 additional Senior Reserve Officers Training Program scholarships.

An increase of $17.2 million to support the Senior Reserve Officers Training Program Alternate Staffing concept.

An increase of $5.6 million for the Army Civilian Training, Education, and Development System to support increased training

requirements for civilian employees.

An increase of $16.5 million to fund increased enrollments in the Army Continuing Education System and Tuition Assistance.

e An increase of $2.0 million for the National Defense University to establish office space for the Africa Center.
An increase of $21.1 million for Training and Doctrine Command Transformation requirements to restructure the way the
institutional Army trains and accesses soldiers and officers.

e An increase of $46.3 million for Training Support systems for training services, products, and programs that support individual
and collective training.

e An increase of $51.6 million for recruiter support and advertising to support Recruiting Companies, Partnership for Youth Success
increased contract costs for the Army’s new advertising, and information technology in support of the accession mission.
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An increase of $70.1 million in Base Operations Support to fund 96 percent of estimated total requirements for logistics,
engineering, personnel, and community services on Army installations. This increase will reduce the risk of funding migration
from OPTEMPO programes.

An increase of $60.0 million in Facilities Sustainment, Restoration, and Modernization (SRM) for Army maintenance and repair of
facilities that have been neglected in past years due to funding constraint. This increase will allow the Army to fund 94 percent of
estimated total requirements.

An increase of $19.5 million for emergent antiterrorism and force protection requirements in order to mitigate force protection
vulnerabilities. This increase is required for controlled access to Army installations.

An increase of $52.2 million for utilities modernization requirements and heating plant projects at various training and doctrine
commands installations to ensure safety and environmental compliance, primarily at Forts Gordon, Lee, and Sill; and upgrade the
old steam distribution system at Carlisle Barracks.

An increase of $7.7 million for Army University Access Online training to provide soldiers at Fort Hood, TX; Fort Campbell, KY;
and Fort Benning, Georgia, the opportunity to pursue academic, post-secondary education, and technical certification via the
internet.

An increase of $58.1 million for the Joint Recruiting Facilities program to fund the increased costs for leases, utilities, forced
relocations, and other support costs.

An increase of $5.5 million for essential renovation and repair requirements at the Military Entrance Processing Command at Fort
Jackson, South Carolina, to ensure compliance with building, health, and safety codes.

An increase of $5.4 million to establish 45 additional Junior Recruiting Officers Training Corps (JROTC) units in schools.

A decrease of $16.3 million for Specialized Skill due to a net reduction of 516 in direct training loads primarily in the enlisted
initial skill training and enlisted skill progression training.

A decrease of approximately $20.0 million in base operations support as a result of A-76 studies, facilities reduction initiative for
demolition, and other fact-of-life adjustments.
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Budget Activity 4: Administration and Servicewide Activities

($.in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
6,453.6 +89.5 -889.1 5,654.0 +62.7 +526.2 6,242.9

The FY 2002 budget request of $6,242.9 million for the Administration and Servicewide budget activity supports funding
requirements for four Activity Groups: Security Programs, Logistics Operations, Servicewide Support, and Support of Other Nations.
These activity groups provide resources for the administration, logistics, communications, and other Servicewide support functions for
Army forces worldwide.

The FY 2002 request increases by $588.9 million above the FY 2001 funding level. This includes a price growth of $62.7 million and
a net program increase of $526.2 million (9.2 percent). Major program changes between FY 2001 and FY 2002 include the following:

A transfer in of $20.5 million from Budget Activity 1, Operating Forces, to properly align Land Information Warfare Activity
(LIWA) Computer Emergency Response Teams (CERTS) with resources supporting the Information Assurance Program.

An increase of $21.4 million for projected increases in energy costs above standard inflation rates due to significant price increases
for natural gas and electricity.

An increase of $23.0 million in Second Destination Transportation to support Army Transformation, recapitalization, and
equipment movement for force modernization.

An increase of $250.0 million to increase the availability of readiness spares to meet strategic sustainment level and demand base.
An increase of $63.6 million in Sustainment, Restoration, and Modernization (SRM) in order to increase funding support for
critical maintenance and repair to 94 percent of requirements.

An increase of $25.7 million to fund a utilities modernization project, which will replace the heating plant at Redstone Arsenal.

An increase of $12.6 million for fielding and sustaining Joint Computer Aided Acquisition and Logistics Support (JCALS) sites.
An increase of $157.5 million in Base Operations Support to fund 96 percent of estimated total requirements for logistics,
engineering, and administrative support; reducing the risk of funding migration from OPTEMPO accounts.

An increase of $10.8 million in Ammunition Management to support near-term readiness functions of receipt, issue, and
transportation, and long-term readiness support such as depot surveillance, ammunition stockpile reliability, and maintenance.

A decrease of $21.6 million in Security Programs due to an predicted reduction in the backlog of personnel security investigations.
A decrease of $42.2 million in Logistics Support Activities to sustain minimum levels of logistics support based on execution.

A decrease of $24.0 million for Pentagon Reservation due to reduced number of startup renovation projects for FY 2002.
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($_in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
23,433.0% +1,325.6 -954.7 23,803.9 +357.5 +2,800.0 26,961.4

" Includes funds from transfer accounts (e.g., Overseas Contingency Operations Transfer Fund; Drug Interdiction and Counterdrug Activities, Defense; and Environmental Restoration, Navy

The Operation and Maintenance, Navy (O&M,N) appropriation finances the day-to-day costs of operating naval forces, including fuel,
supplies, and maintenance of ships, Navy and Marine Corps aircraft, related weapon systems, and the support establishment ashore.
The primary focus of the Department’s FY 2002 budget is to continue to ensure the readiness of deployed forces. These resources
will allow the Department to achieve our readiness goals for ship and aircraft operations and aircraft depot maintenance. Ship depot
maintenance is funded at 90 percent against a readiness goal of 96 percent.

The FY 2002 estimate of $26,961.4 million includes a price increase of $357.5 million. This price increase primarily results from
increases in Working Capitol Fund (WCF) rates ($144.2 million), civilian pay raises ($127.1 million), and general inflation changes
($154.4 million), offset by decreases in fuel costs ($68.2 million). This budget reflects an overall program increases of
$2,800.0 million (+11.8 percent).

Budget Activity 1: Operating Forces

($_in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
16,712.3 +1,131.8 -770.4 17,073.7 +190.2 +2,237.5 19,501.4

The Operating Forces budget activity funds the Navy's air operations, ship operations, combat operations/support, and weapons
support programs. Included in this budget activity are the costs associated with operating Navy shore bases to support these missions.
Also included are the funds required to maintain combat ready forces necessary to respond to national objectives in joint, naval and
combined operations. This activity supports the forward presence and crisis response capabilities of the National Military Strategy.

The FY 2002 budget estimate of $19,501.4 million includes a price increase of $190.2 million and program increases totaling $2,237.5
million (+13.1 percent). Major program changes include:
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Functional transfer out includes $38.9 million for depot maintenance on the T-45 training aircraft (airframes and T-405 engines) to
the Flight Training program (BA-3). Functional transfer in includes $209.3 million from the Overseas Contingency Operations
Transfer Fund (OCOTF) to finance the incremental cost of contingency operations in Southwest Asia (SWA) within the Navy’s
account since SWA operations have become more stable and predictable.

Air Operations increases overall by $961.1 million, including net price decreases of $92.5 million. In addition to the functional
transfer of $177.0 million from OCOTF, major program changes include an increase in the Flying Hour Program for additional
hours required to reach optimum Primary Mission Readiness (PMR) of 83 percent (with simulator contribution of 2 percent) and
for increased usage of aviation depot level repairables (AVDLRs) ($489.7 million); increased number of Standard Depot Level
Maintenance actions (SDLMs), engine overhaul/repairs and other aviation maintenance ($194.0 million); and an increase for
Enterprise Resource Planning initiatives, which are designed to reengineer and standardize business processes, integrate
operations, optimize management of resources and implement regional maintenance ($22.6 million).

Ship Operations increases overall by $781.2 million, including net price increases of $150.3 million. In addition to the functional
transfer of $28.6 million from OCOTF, increases include per diem costs due to the transition of AOE-6 to the Military Sealift
Command ($32.3 million); additional nuclear fuel core processing ($15.5 million); increases to ship depot maintenance to
accomplish a higher percentage of identified requirements and reduce deferred maintenance ($462.0 million); and additional Fleet
Modernization Program efforts ($56.5 million). Offsetting these increase are reductions due to fewer Tarawa class amphibious
assault ship (LHA) Mid-Life modernization actions ($-32.5 million) and changes in force structure ($-37.5 million).

Combat Operations and Support increases overall by $109.9 million, including net price increase of $27.6 million. In addition to
the functional transfer of $1.1 million from OCOTF, the increase includes funds for additional support for various satellite
communication programs ($38.2 million); extended maintenance period for the cable ship USNS Zeus ($7.6 million);
enhancements for Tactical Training Ranges ($8.0 million); improved command, control, communications, computers and
intelligence (C4I) capabilities ($9.8 million); and increased support to the Unified Commanders ($16.8 million) including Navy-
Marine Corps Intranet (NMCI) support ($12.0 million). There is a decrease for civilian compensation primarily through Strategic
Sourcing savings ($-10.2 million).

Weapons Support increases overall by $11.5 million, including net price increases of $12.1 million. In addition to the functional
transfer of $1.2 million from OCOTF, the major change to the program is the reduced recertification of Trident II (C-4) missiles
($-39.0 million) with a corresponding increase in Trident II (D-4) missile support ($37.0 million).

Real Property Maintenance increases by $154.6 million, which is comprised of price increases of $15.4 million and program
increases of $139.2 million, primarily to slow the growth in the backlog of maintenance and repair in such areas as dredging,
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airfield pavement and joint repair, pier fender piles, airfield lighting, fire protection upgrades in hangars, utility system repairs and
improvements, seismic upgrades, asbestos abatement, and dry dock repairs.

Base Support increases by $418.1 million, including $78.6 million in price growth. Primary program changes include force
protection upgrades ($45.7 million); increased utility requirements ($46.2 million); base support contract cost increases
($16.5 million), and an overall increase in base support to reach a C2 readiness level in mission operations (air and port operations,
utilities and force protection) and a C3 readiness level in all other base support functions ($221.9 million). For base support,
C-level readiness ratings equate to the percentage of full mission requirement funded. At the C2 readiness level, 90-94 percent of
requirements are funded. At the C3 readiness level, 85-89 percent of the requirements are funded.

Budget Activity 2: Mobilization

($_in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
749.0 +2.1 -27.5 723.6 +70.7 +21.7 816.0

The Mobilization budget activity maintains assets that will support forces that rapidly respond to unforeseen contingencies throughout
the world. Also funded are the maintenance, overhaul, and calibration of Navy-Type Navy-Owned (NTNO) equipment installed on
Coast Guard ships and aircraft. Additionally, this program funds the inactivation of ships, submarines, and aircraft and includes the
maintenance of selected inactive ships and aircraft as well as material disposal costs.

The FY 2002 budget estimate of $816.0 million includes a price increase of $70.7 million and program increases of $21.7 million
(+2.7 percent). Major program changes include:

Full year funding of two additional Maritime Prepositioned Forces - Expeditionary (MPF-E) ships ($13.2 million).
One-time withdrawal of 14 F-16 adversary aircraft from inactive status for re-entry to the fleet ($2.6 million).

Increase due to revised mix and number of submarine inactivations and the decontamination of a submarine tender, offset by six
fewer conventional ship inactivations in FY 2002 than FY 2001 ($5.6 million).
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Budget Activity 3: Training and Recruiting

($_in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
1,862.3 +71.5 +99.3 2,033.1 +35.9 +81.8 2,150.8

The Training and Recruiting budget activity funds all centrally managed or directed individual training required to meet Navy
training standards. This includes accession training, basic skills training, and professional military education provided at the Naval
War College, the Naval Postgraduate School, and the Armed Forces Command and Staff College. It also includes Navy recruiting
and advertising, centralized civilian training programs, the Junior Navy Reserve Officer Training Corps, and all base operating
support for the above programs. Team training for ships of battle groups is funded in the Operating Forces budget activity, as is all
advanced and refresher flight training and aircraft carrier qualifications.

The FY 2002 budget estimate of $2,150.8 million reflects includes a price increase of $35.9 million and program increases of
$81.8 million (+4.0%). Major program changes include:

Functional transfer of maintenance costs for the T-45 training aircraft from Aircraft Depot Maintenance (BA-1) into Flight
Training and an increase in operations and support cost for 13 new T-45 aircraft ($44.0 million). Decreases are budgeted for
reduced Pilot Training Rates due to a decline in the number of Harrier squadrons from 20 in FY 2001 to 16 in FY 2002
($-10.0 million).

Basic Skills and Advanced Training increases to support curriculum development and classroom equipment upgrades primarily to
meet demand for training in new command and control systems ($14.1 million). Decreases are budgeted for model and
prototyping of distance learning technologies ($-9.0 million).

Recruiting and Other Training and Education programs have a net increase of $9.1 million reflecting compliance with DoD
guidance on education and staffing of the acquisition workforce ($3.5 million) and increased participation and higher tuition
reimbursement costs in the voluntary education program ($3.8 million). The balance of the program change is attributable to an
increase in the recruiting and advertising program, primarily for extending advertising to local markets and target audiences
($1.8 million). The budget maintains support costs for a production recruiter force of 5,000.

Base Operations reflects a net increase of $36.1 million, including price change of $7.5 million and program increases totaling
$28.6 million. The program increases fund initiatives to enhance shore installation facilities to achieve a C2/C3 level of readiness
($22.6 million) and to provide for increased utility costs at bases purchasing commercial utilities at existing facilities
($5.2 million) and for utility costs at new buildings ($0.8 million).
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Budget Activity 4: Administrative and Servicewide Activities

($.in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
4,109.4 +120.2 -256.1 3,973.5 +60.8 +458.8 4,493.1

The Administration and Servicewide Activities budget activity funds shore based activities required for the effective operation of the
Department of the Navy. The general services provided include administration and personnel support, engineering and acquisition
support, security and investigative support, humanitarian and civic support, centralized transportation, communications services, and
base operating support.

The FY 2002 budget estimate of $4,493.1 million includes a price increase of $60.8 million and net program increases of $458.8
million (+11.5%). Major programmatic changes are discussed below.

Transfers in including $62.3 million for the Naval Reserve Information System Office (NRISO) from O&M, Navy Reserve
appropriation; $6.9 million for the Defense Integrated Military Human Resources System (DIMERS) from the O&M, Defense-
wide appropriation; $7.8 million from the Defense Working Capital Fund for the Naval Air Systems Command Industrial
Operations Division; and $9.3 million from the Overseas Contingency Operations Transfer Fund (OCOTF) to the Navy baseline
($7.3 million). Transfers out including $8.3 million for the AV-8B Self Contained Approach program to the RDT&E, Navy
appropriation; $6.0 million for the Joint Counterintelligence Assessment Group to the RDT&E, Navy appropriation; and
$3.1million for the Configuration Management Information System, Joint Engineering Data Management Information and Control
programs to the RDT&E, Navy appropriation.

Servicewide Support increases overall by $263.7 million, including net price increases of $13.2 million. In addition to the
functional transfer of $70.5 million for the NRISO, DIMHRS, and OCOTF programs, includes $180.0 million in net program
growth described below.

— The Administration activity includes program increases to finance estimated Defense Finance and Accounting Service costs
($11.8 million); to establish the Navy eBusiness Operations Office ($11.9 million); to improve financial and feeder systems
and ensure compliance with the Chief Financial Officer’s (CFO) Act ($9.7 million), to centralize funds required to pay new
Defense Travel Service contract fees ($16.0 million), and to procure and issue Common Access Cards ($5.8 million).
Offsetting these increases are reductions due to the one-time FY 2001 Metro entrance facility project ($-2.3 million), savings
associated with implementing NMCI ($-6.5 million), and a decline in the number of strategic sourcing studies conducted
($-13.1 million).
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— The Other Personnel Support activity includes an increase of $11.0 million to settle obligations with the Government of
Bermuda related to maintaining Longbird Bridge.

— The Servicewide Communications activity includes program increases associated primarily with the Navy Marine Corps
Intranet (NMCI) effort ($75.2 million), Tier One communications costs to the Defense Information Systems Agency ($36.6
million), Defenses Messaging System (DMS) transition costs ($14.9 million), Mobile User Objective System (MUOS)
program support ($5.1 million), Naval Computer and Telecommunications Command (NCTC) contractual support ($5.8
million), Base Level Information Infrastructure connectivity and O&M costs ($7.7 million), and the DoD Teleport program
($10.0 million). These increases are offset by savings associated with the one-time effect of congressional increases for
Biometrics support in FY 2001 ($-3.0 million), NMCI implementation ($-6.2 million), the rephasing of IT-21 Command and
Control programs ($-3.4 million), the decrease in Tactical Switching and Element Management System legacy system support
($-2.1 million), and the transfer of Naval Computer and Telecommunications Station, (NCTS) San Diego ($-3.4 million).

Logistics Operations and Technical Support increases overall by $160.0 million, including net price increases of $31.2 million. In
addition to the functional transfers of $8.0 million from OCOTF, $1.2 million to the Naval Security Group, and $11.4 million to
the RDT&E, Navy appropriation, increases include additional resources for Program Related Logistics (PRL) and Program
Related Engineering (PRE) in Air Systems Support ($107.5 million); environmental, energy conservation and hazardous waste
abatement programs ($8.0 million), and an increase to a classified program ($11.5). Program decreases include terminating the
NAPALM disposal program ($-11.1 million).

Security Programs increases overall by $38.1 million, including net price increases of $12.1 million. Major program increases
support force protection and information security requirements ($20.5 million).

Base Support increases overall by $56.2 million, including net price increases of $2.9 million. Major program increases include
funding to restore the program to the FY 2000 funded level ($200.8 million) to support initiatives to enhance shore facilities to
achieve C2/C3 level of readiness. Included in the program increase is $4.7 million associated with one-time FY 2002 costs for
collateral equipment associated with military construction projects.
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($_in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
2,775.3*% +99.6 -31.7 2,843.2 +53.7 -4.6 2,892.3
* Includes funds from transfer accounts (e.g., Overseas Contingency Operations Transfer Fund, Drug Interdiction and Counterdrug Activities, Defense, and Environmental Restoration, Navy)

The Operation and Maintenance (O&M), Marine Corps appropriation provides the funding for Marine Corps missions, functions,
activities, and facilities except for those requirements related to: procurement of major items of equipment and ammunition, military
personnel, military family housing, operation and maintenance of the Marine Corps Reserve, and those functions supported by
Navy-sponsored appropriations.

The funds contained in this appropriation are intended primarily for the support of the total active Marine Corps Forces. The primary
objective of the United States Marine Corps (USMC) is to train and maintain the Fleet Marine Forces at a high level of combat
readiness for service with the fleet, ashore, or for such other duties as the President may direct.

The two Fleet Marine Forces supported by this appropriation are composed of Marine Expeditionary Forces (Division/Wing/Service
Support Group Task Organizations), including a combination of combat and combat service support organizations and a variety of
supporting units. Funds are also provided to support two landing force training commands, Marine detachments afloat, the security
forces assigned to Naval and other government activities ashore, maritime prepositioning ships, and Norway prepositioning.

Shore facilities receiving funding support from this appropriation are: 3 major bases; 2 recruit depots; 11 air installations; 1 Marine
Corps Combat Development Command; 1 Marine Corps Systems Command; 1 Marine Corps Air-Ground Combat Center; and 2
Expeditionary Warfare Training Groups. These facilities are being maintained at standards that will permit effective utilization, avoid
major replacement costs, and allow operation and maintenance on an economical and effective basis.

The individual training of enlisted personnel and officers from basic training to the highest Marine Corps technical training and the
advanced training at schools of the other Services and at civilian institutions are funded in this appropriation. Such schooling is
designed to produce highly trained and disciplined officers and enlisted personnel for duty with the Fleet Marine Force, capable of
leadership growth as well as effective performance.
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This appropriation also supports the Marine Corps supply system. The principal objective of the supply system is to provide Marine
activities/units with the proper material and equipment in the quantity, condition, time, and place required. Further, it supports other
miscellaneous activities such as special training, second destination transportation of things, recruiting, equipment overhaul and repair,
and miscellaneous expenses.

The FY 2002 budget request of $2,892.3 million reflects a net increase of $49.1 million from the FY 2001 funding level. The change

includes $53.7 million in price growth and a $4.6 million (-0.2 percent) net decrease in functional transfers and program changes. The
detailed explanations of the transfers and program changes are explained below:

Budget Activity 1: Operating Forces

($_in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
2,070.8 79.6 -49.8 2,100.6 44.4 -24.6 2,1204

The Operating Forces budget activity is comprised of two activity groups, Expeditionary Forces and USMC Prepositioning.

The Expeditionary Forces activity group provides funding for the operating forces that constitute the Marine Corps Air-Ground Team
and Marine security forces at naval installations and aboard Naval vessels. The field logistics and depot maintenance programs in
support of the operating forces are also funded in this activity group. In addition, this activity group finance base support functions for
Marine Corps Bases, Camps, Air Stations, and Logistics Bases supporting the Fleet Marine Forces; Quality-of-Life (QOL) programs
such as Childcare, Youth Development and Family Service Centers; injury compensation payments; and procurement of collateral
equipment required to outfit initially new military construction projects at Marine Corps bases.

The USMC Prepositioning activity group finances the Maritime Prepositioning Forces (MPF) program, the Norway Air Landed
Marine Expeditionary Brigade (NALMEB) program and the Aviation Logistics Support Ships (TAVB) program.

The FY 2002 budget request of $2,120.4 million for Operating Forces reflects a net increase of $19.8 million from the FY 2001
funding level. The increase includes $44.4 million in price growth and a $24.6 million (-1.2 percent) net decrease from transfers and
program changes. Major program changes in FY 2002 include an increase of $35.9 million for the transition to and the fielding of the
Navy Marine Corps Intranet (NMCI); an increase of $26.9 million for installation reform costs; an increase of $4.0 million for
increased strategic lift to support operating forces training; an increase of $4.9 million to support the Marine Corps participation in the
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Joint Experiment Millennium Challenge 02; and an increase of $5.0 million to offset a reduction in the Government of Japan funding
support. These increases are offset by a decrease of $65.0 million associated with one-time congressional increases for maritime
prepositioning ship spares, corrosion control and equipment maintenance, initial issue gear, lightweight maintenance enclosure,
extended cold weather clothing system, modular command post system, Joint Nuclear, Biological and Chemical (NBC) defense
equipment, and the ultra lightweight camouflage netting system (ULCANS); a decrease of $30.0 million associated with the carryover
of one-time funding for Facilities Sustainment, Modernization and Restoration included in the FY 2000 Emergency Supplemental; and
a decrease of $2.4 million for operations in East Timor.

Budget Activity 3: Training and Recruiting

($_in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
450.0 10.2 -1.4 458.8 8.6 16.3 483.7

The resources in this budget activity support recruiting and advertising, training and the education of Marines and Quality-of-Life
(QOL) programs such as Childcare, Youth Development and Family Service Centers. Recruit training encompasses the transition
from civilian life to duties as a Marine and includes an intense period of training designed to prepare the new Marine for assignment to
units of the Fleet Marine Force, major posts and stations, and duty at sea aboard vessels of the U.S. Navy. Officer Acquisition
encompasses training candidates for appointment as commissioned officers prior to actual commissioning in the Marine Corps and
Marine Corps Reserve. Nominees undergo intense courses of instruction prior to actual commissioning.

Upon completion of Officer Acquisition Training or Recruit Training, the Marine is assigned to courses of instruction to acquire the
requisite skills necessary to meet the minimum requirements of a Military Occupational Specialty (MOS). For officers, this course
involves completion of The Basic School at the Marine Corps Combat Development Command (MCCDC) in Quantico, Virginia, and
the assignment to a MOS qualifying course such as the Infantry Officer Course or the Communication Officers School. The enlisted

Marine undergoes Specialized Skill Training at Marine Corps installations or at schools run by the other Services, depending on
his/her designated MOS.

This budget activity also funds training support for costs associated with travel and per diem for those Marines attending Service and

civilian schools away from their permanent duty stations; expenses incurred in developing a proficient recruiting force; costs for
advertising media and market analysis; costs for training support equipment, audiovisual aid, computer-assisted training programs, and
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direct administrative support to the training management functions and the Marine Corps Institute; injury compensation payments; and
procurement of collateral equipment required to initially outfit new military construction projects at Marine Corps bases.

The FY 2002 budget request of $483.7 million for Training and Recruiting reflects a net increase of $24.9 million from the FY 2001
funding level. The increase includes $8.6 million in price growth and a $16.3 million (3.5 percent) net increase from functional
transfers and program changes. Major program changes in FY 2002 include an increase of $0.5 million associated with Recruit
Training to support planned accessions; an increase of $17.0 million for increased costs of utilities and other base operations support;
an increase of $2.7 million for Facilities Sustainment, Modernization and Repair to arrest the growth of backlog of maintenance and
repair (BMAR) for critical infrastructure; an increase of $1.0 million to support increased Off-Duty and Voluntary Education
enrollments; an increase of $6.0 million for the transition to and the fielding of the Navy Marine Corps Intranet (NMCI); and an
increase of $6.0 million for Recruiting Operations and Advertising campaign in support of increased accessions. These increases are
partially offset by a decrease of $3.0 million associated with a one-time congressional increase for Information Assurance funding
associated with studies and analyses at the Marine Corps Research University; a decrease of $13.3 million associated with the
carryover of one-time funding for Facilities Sustainment, Modernization and Restoration included in the FY 2000 Emergency
Supplemental; and a decrease of $0.7 million for savings associated with the Marine Corps Installation Reform Program.

Budget Activity 4: Administration and Servicewide Activities

($_in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
254.5 9.8 19.4 283.7 0.7 3.9 288.3

The Marine Corps-wide efforts of special support, transportation, personnel management, and headquarters base support are financed
in this budget activity. In addition, civilian personnel salaries and the department and staff management of Headquarters, Marine
Corps are funded within this budget activity.

The Special Support activity group provides funding for the support of Marine Corps prisoners confined at the Army Disciplinary
Command, Fort Leavenworth, Kansas; the Marine Band located at the Marine Barracks, 8th and I Streets, Washington, DC; and
Quality-of-Life (QOL) programs such as Childcare, Youth Development and Family Service Centers. Special Support also finances
the administration of missions, functions and worldwide operations of the Marine Corps and Marine Security Guards. Cost of
operations includes civilian personnel salaries, Defense Finance and Accounting Service (DFAS) reimbursement, automatic data
processing, printing and reproduction, civilian and military travel, and personnel services on a Marine Corps-wide basis.
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All costs related to Second Destination Transportation of cargo to the operating forces are also funded in this budget activity.
Categories of transportation are: (a) Military Sealift Command for ocean cargo; (b) Inland Transportation by Commercial Carriers for
movement between CONUS installations and ports; (c) Military Airlift Command for movement of priority cargo in support of Fleet
Marine Force units; and (d) Military Traffic Management Command and commercial sources for port handling of ocean cargo.

Base operations support for Headquarters Battalion, Headquarters, Marine Corps and military personnel assigned to Headquarters,
U.S. Marine Corps is funded within this budget activity. Also included are injury compensation payments and procurement of
collateral equipment required to initially outfit new military construction projects at Marine Corps bases.

The FY 2002 budget request of $288.3 million for Administration and Servicewide Activities reflects a net increase of $4.6 million
from the FY 2001 funding level. This increase includes $0.7 million in price growth and a $3.9 million (1.4 percent) net increase from
transfers and program changes. Major changes in FY 2002 include an increase of $2.8 million in Marine Security Guards funding for
opening additional detachments; an increase of $1.4 million for funding the Marine Corps Heritage Center; an increase of $1.0 million
for Defense Security Service (DSS) funding for additional security investigations; an increase of $1.7 million to improve Financial
Management Systems and to strengthen the audit capacity of the systems; and an increase of $1.0 million for transportation of ammunition
movements, equipment movements, and maritime preposistioning ships program movements. These increases are partially offset by a
decrease of $1.2 million for one-time cost associated with the Defense Property Accountability System (DPAS); and a decrease of
$2.8 million in the amount charged to the Marine Corps for their share of the Pentagon Reservation Maintenance Revolving Fund
(PRMREF).
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($.in Millions)
FY 2000 Price Program FY 2001
Actual Growth Growth Estimate
22,226.8 +1,114.2 -1,098.1 22,2429

Price
Growth
+826.1

Program
Growth
+3,077.8

FY 2002
Estimate
26,146.8

The Air Force Operation and Maintenance (O&M) appropriation supports the Air Force’s capability to develop, train, sustain, and
integrate the elements of air and space power to produce core competencies of air and space superiority, global attack, rapid global
mobility, precision engagement, information superiority, and agile combat support. The synergy of these competencies provides the full
range of aerospace capabilities to combined forces commanders. More specifically, the requested funds allow the Air Force to operate
and maintain aircraft, space, and related weapon systems; train personnel; operate communications, command and control systems; and
purchase supplies, equipment and fuel. These O&M resources also directly support essential combat related activities such as
intelligence, logistics, weather, air traffic control, search and rescue, operation and maintenance of airfields, runways and base facilities,

and the working and living environment of Air Force personnel.

The FY 2002 O&M budget request of $26,146.8 million contains an overall increase of $3,903.9 million above the FY 2001 funding
level. The increase includes $826.1 million in price growth and $3,077.8 million (+13.3 percent) in functional transfers and program

growth. The major pricing changes from FY 2001 to FY 2002 include increases of $239.3 million for purchases from the Air Force
Supply Management Activity Group, $183.5 million for personnel pay raises, and $152.5 million for depot maintenance. The single

major functional transfer in FY 2002 is the transfer from the Overseas Contingency Transfer Fund (OCOTF) into Air Force O&M of

$657.9 million for Southwest Asia (SWA) contingencies. The Overseas Contingency Operations Transfer Fund (OCOTF) is used to

finance contingency operations that are so variable in their scope, duration, intensity they cannot be financed via DoD Component

appropriations without causing a readiness impact. The SWA operation has become stable enough that it can be financed via DoD

Components’ appropriations. Therefore, beginning in FY 2002 SWA requirements will cease to be funded via the OCOTF.
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Budget Activity 1: Operating Forces

($.in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
11,641.3 +558.9 -693.2 11,507.0 +470.9 +2,098.6 14,076.6

The Operating Forces budget activity consists of three activity groups: Air Operations, Combat Related Operations, and Space
Operations. These funds provide support for fighter, bomber, and missile forces assigned to the Air Force’s operational commands.
They also provide global command, control, and communications; the capability to launch payloads into various earth orbits; and a
worldwide network of sites and terminals to relay data gathered by satellites. Also included in this budget activity are unique missions
such as combat test and training fighter aircraft; electronic warfare aircraft; Tactical Air Control aircraft; command, control and
communications including the Airborne Warning and Control aircraft; Dissimilar Air Combat Training aircraft; support ranges; and
command and base support personnel and activities.

Major changes included in the FY 2002 budget request of $14,076.6 million are:

Price increase of $470.9 million.

e Net functional transfers in totaling $398.4 million driven primarily by a transfer in of $420.8 million for SWA contingency
operations from OCOTF. In recognition of the relatively stable operating tempo of Southwest Asia operations, the DoD
transferred the contingency operations into the Services’ baseline. The major transfer out is $27.0 million for competition and
privatization to reflect decisions not to outsource programs such as Precision Measurement Equipment Laboratory and corrosion
control.

e Increase of $819.0 million for the flying hour program to reflect estimates based on annual cost factor updates and historic cost per
flying hour trends.

e Increase of $280.0 million for contractor logistics support for aircraft including the F-15A/B/C/D, F-16, B-52, B-1, and U- 2 and
for unmanned aircratft.

e Increase of $81.6 million for additional sustainment of facilities to include funding necessary day-to-day recurring maintenance of
real property facilities and infrastructure.

Increase of $80.0 million for increased base support including $33.0 million for higher utility costs.

e Increase of $70.0 million to support early warning sites.
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e Increase of $48.0 million for sustainment of readiness training including full funding for six combat training missions and training
range modernization.

e Increase of $45.6 million for increased base support funding for force enablers such as vehicle maintenance, mess hall attendants,
library, and linen contracts.

e Increase of $34.1 million for the F-16 Engine Safety Upgrade; completes replacement of engine parts to prevent engine in-flight
failure two and one half years earlier than planned.

e Increase of $37.4 million for base communications to support Land Mobile Radio migration to narrow band, to pay for increased
core network contract costs, to expand electronics records management, and to support Combat Ammunition System hardware and
maintenance.

e Increases of $32.7 million for the demolition of excess structures.

e Increase of $32.0 million to support the stand-up of the Evolved Expendable Launch Vehicle and maintenance of the space lift
ranges at Patrick Air Force Base.

e Increase of $30.1 million for nuclear, biological, chemical defense program in support of the Expeditionary Air Force including
individual protection equipment, decontamination kits, and aircrew and ground crew ensembles.

e Increase of $29.9 million reflecting increased funding for B-1 sustaining engineering ($+77.7 million) offset by savings
($-47.8 million) due to consolidation of the B-1 aircraft from five to two sites.

e Increase of $26.2 million in Depot Maintenance for the A-10 Hog-Up Structural Repair Program.

e Increase of $20.1 million to support the Air Force Space Analysis Center for analysis of space capabilities and development of
future space requirements and operation deployments.

e Increase of $19.0 million for the E-4B National Airborne Operations Center scheduled programmed depot maintenance and
purchase of super high frequency components due to diminishing manufacturing sources.

Budget Activity 2: Mobilization

($_in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
3,111.9 +291.5 -279.2 3,124.2 +153.0 +340.8 3,618.0

The Mobilization budget activity includes the following activity groups that support the Air Force Mobility Operations: Airlift
Operations; Airlift Operations Command, Control, Communications and Intelligence (C3I); Mobilization Preparedness; and Payment
to the Transportation Business Area. Mobility Operations provides global mobility through strategic and theater airlift to support
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peacetime, contingency, humanitarian, and wartime operations in pursuit of national objectives. The rapid movement and sustainment
of United States combat forces anywhere in the world to deter aggression or provide humanitarian/peacekeeping assistance is a major
instrument of the U.S. national security policy. The Joint Chiefs of Staff (JCS), the Military Services, and other Department of
Defense (DoD) and government agencies depend heavily on the Air Force’s Mobility Operations for essential cargo and troop
movements in support of a variety of missions.

Major changes included in the FY 2002 budget request of $3,618.0 million are:

e Price increase of $153.0 million.

e Net functional transfers of $146.8 million which includes a transfer in of $164.3 million for Southwest Asia contingency
operations offset by a transfer out of $12.3 million for competition and privatization savings to reflect decision not to outsource
programs such as Precision Measurement Equipment Laboratory and corrosion control.

e Increase of $69.7 million for contractor logistics support. Includes an increase of 10 engine overhauls for the KC-10 due to aging
aircraft, an increase in funding to perform the periodic depot inspections required by the Federal Aviation Administration for the
C-9 and the C-20 aircraft, and an increase to pay for contract price increases for engine repair of the C-17A training aircraft.

e Increase of $33.5 million for logistics support for the KC-135 and the C-130 aircraft to cover increased equipment maintenance
costs and to purchase technical data, supplies, and reparables.

e Increase of $19.8 million to reflect estimates based on annual cost factor updates and historic cost per flying hour trends.

e Increase of $46.8 million for operational support aircraft for leasing, contractor logistics support, fuel, and travel costs for C-37A
and C-40B aircraft.

e Increase of $18.8 million for increased utility costs.

e Increase of $14.0 million for aircrew training for the C-5, C-17, and C-141 aircrews. Ensures that aircrews train in necessary tasks
to gain flying experience, maintain currency, and meet readiness ratings.

e Increase of $9.5 million for facility sustainment to meet necessary day-to-day recurring maintenance of real property.

Budget Activity 3: Training and Recruiting

($_in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
2,033.3 +105.9 +71.6 2,210.8 +53.1 +235.8 2,499.7
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The Training and Recruiting budget activity supports three broad mission areas: Accession Training, Specialized Skills and Flight
Training, and Recruiting & Other Training and Education. Accession Training operations produce the enlisted and officer personnel
needed to meet total force requirements. Officer accessions receive indoctrination training through the United States Air Force
Academy (USAFA), the Air Force Reserve Officer Training Corps (AFROTC), the Officer Accession and Training School (OATS),
and the Airmen Education and Commissioning Program (AECP). Specialized Skills provide to Air Force personnel (and individuals
of other services) training and education essential to operate, maintain, and manage complex Air Force weapon systems and associated
support structure. Flying training programs include flight screening, undergraduate pilot training, specialized undergraduate pilot
training (SUPT), specialized undergraduate and advanced navigator training, and pilot instructor training (PIT). Other training
programs cover initial and follow-on technical skill progression training, professional military education, specialized professional
development, and related training support.

Major changes included in the FY 2002 budget request of $2,499.7 million are:

e Price increase of $53.1 million.

e Net program transfers of $22.4 million including a transfer in of $16.3 million in base support as Lackland Air Force Base assumes
residual portions of Kelly Air Force Base support as Kelly closes.

e Increase of $46.0 million for increased mission critical training driven by Air Force accession rates and increased promotion
objective to address retention problems.

e Increase of $37.0 million for instruction and logistics support contracts for undergraduate flying hour training production.

e Increase of $31.0 million for the flying hour program to reflect estimates based on annual cost factor updates and historic cost per
flying hour trends.

e Increase of approximately $44.8 million in Base Support and Facilities Sustainment, Restoration, and Modernization costs as a
result of change in approach in competitive sourcing and cancellation of A-76 studies for programs such as Precision Measurement
Equipment Laboratory (PMEL) and Corrosion Control.

e Increase of $23.0 million to support recruiting and advertising including video production, Internet media, and 1,650 recruiters.

e Increase of $10.3 million for Officer and Enlisted Professional Military Education to support increased attendance at the Airman
Leadership Schools and Non-Commissioned Officer Academy.

e Increase of $13.0 million for one-time costs for dorm refurbishing requirements at the Air Education and Training Command
(AETC) to house an additional Basic Military Training Squadron in order to meet Air Force Enlisted Accession goals, and for the
new Officer Training School Facility, and for the 120-room dorm expansion and Commissioned Officer Training academic facility.
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e Increase of $8.3 million for Junior Reserve Officer Training Corps (JROTC) instructor pay and support and for 58 additional
JROTC units as the program is projected to increase by 8,550 students between FY 2001 and FY 2002.

Budget Activity 4: Administration and Servicewide Activities

($_in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
5,440.3 +157.9 -197.3 5,400.9 +149.1 +402.3 5,952.3

The Administration and Servicewide Activities budget activity funds four broad mission areas: Logistic Operations, Servicewide
Support, Security Programs, and Support to Other Nations. Logistics Operations includes Air Force Logistics Operations, Technical
Support Activities, Servicewide Transportation, and Base Support. It primarily funds the operation of Air Force Materiel Command
(AFMC), which provides Air Force-wide cradle-to-grave acquisition and logistics support and comprises 90 percent of the resources in
this activity group. The Servicewide Activities spread across the entire Air Force to ensure combat capability and maintain readiness,
effective leadership, efficient management, and adequate support to Air Force units and personnel in diverse geographic locations.
Much of this is accomplished via a number of highly specialized and unique Air Force organizations. The Security Programs includes
the Air Force Office of Special Investigations (AFOSI) and a series of classified programs. Finally, the Support to Other Nations
activity group provides support to the North Atlantic Treaty Organization (NATO); Supreme Headquarters Allied Powers Europe
(SHAPE); North Atlantic Treaty Organization, other international headquarters.

Major changes included in the FY 2001 budget request of $5,952.5 million are:

e Price increase of $149.1 million.

e Net functional transfers in of $64.0 million include transfers in of $66.3 million for Southwest Asia contingency operations, of
$12.0 million for counterintelligence and security offset, and of $2.0 million for miscellaneous transfers. These are offset by the
transfer out of $16.3 million to Budget Activity 3 Base Support as Lackland Air Force Base assumes residual portions of Kelly Air
Force Base support as Kelly closes.

e Increase of $235.0 million for Depot Maintenance Quarterly Surcharge.

e Increase of $107.8 million for classified programs.
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OPERATION AND MAINTENANCE, DEFENSE -WIDE

($_in Millions)
FY 2000 Price Program FY 2001 Price Program FY 2002
Actual Growth Growth Estimate Growth Growth Estimate
11,661.4 +345.6 +116.9 12,123.9 +315.8 +78.9 12,518.6

The Operation and Maintenance, Defense-Wide (O&M, D-W) appropriation supports a wide range of programs which have been
consolidated to achieve maximum efficiency by avoiding overlap and duplication among the Services. The Defense Agencies are
essential to the accomplishment of the missions of the Military Departments. Functions of the various Agencies include direct
readiness programs including O&M funding for all special operations forces; mobilization programs; training and education programs;
and administration and servicewide activities (e.g., intelligence activities, audit and contract management activities, treaty
implementation, nuclear weapons management and analysis, dependent education, civilian and military personnel support, and
management support to the Department). Additionally, this appropriation provides O&M funding for all Special Operations Forces.

At the summary level, the net change from FY 2001 to FY 2002 for O&M, D-W is an increase of $394.7 million and includes price
growth of $315.8 milli