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DEFENSE-WIDE WORKING CAPITAL FUND
DEFENSE-WIDE FY 2001 BUDGET ESTIMATES

DEFENSE-WIDE SUMMARY

Defense Agencies will operate nine activity groups within the Defense-Wide
Working Capital Fund during FY 2001. The Defense Logistics Agency (DLA) will
operate four activity groups, the Defense Finance and Accounting Service (DFAS) and
the Defense Information Systems Agency (DISA) will each operate two; and the Defense
Security Service (DSS) will operate one.

The former DLA Information Services activity group was reorganized within the
other four DLA activity groupsto directly support their customers. DLA’s Defense
Automated Printing Service changed its name to the Document Automation and
Production Service.

DFAS was formed in January 1991 from the Military Services finance and
accounting functions to improve financial accounting support to DoD-wide activities and
to reduce costs by adapting standard policies, procedures, forms, data, and systems,
streamlining and consolidating operations; and eliminating redundancies.

DISA was reorganized in 1991 from the former Defense Communications
Agency. Itsresponsibilities include obtaining common telecommunication and
information services for command and control and providing assistance in other
communication support to meet customer needs.

DLA, formed in the early 1960s, operates the Distribution Depot, Reutilization
and Marketing, Supply Management, and Document Automation and Production Service
activity groups. Distribution Depots receive, store, and ship inventory. Reutilization and
Marketing functions include the reutilization of excess and surplus property and the
donation, sale, or disposal of surplus DoD personal property. Supply Management
conducts the procurement, inventory management, and technical operations functions for
consumable defense inventory. The Document Automation and Production Service
provides printing services to customers.

DSS, formerly known as the Defense Investigative Service, was formed in 1972
The mission of DSSis to administer the Personnel Security Investigations (PSI) program
and the National Industrial Security Program (NISP) for the Department. The mission of
the PSI| program is to conduct background investigations on individuals assigned to or
affiliated with the Defense Department. The purpose of the NISP program isto ensure
that private industry, while performing government contracts, properly safeguards
classified information in its possession.



DEFENSE-WIDE WORKING CAPITAL FUD
SUMMARY
FY 2001 BUDGET ESTIMATES
REVENUE AND EXPENSES
(Dollars in Millions)

EY 1999 EY 2000 EY 2001

Revenue:

Gross Sales 19,897.1 18,788.0 21,059.9
Operations 19,553.8 18,388.7 20,687.7
Capital Surcharge 0.0 0.0 0.0
Depreciation excluding Major Construction 251.3 298.2 271.1
Major Construction Depreciation 0.0 0.0 0.0
ADPE & Telecommunications Equipment 92.0 101.1 101.1

Other Income 700.0 924.2 1,111.5

Refunds/Discounts (-) (403.0) 0.0 0.0

Total Income 20,194.1 19,712.2 22,1714
Expenses:

Cost of Materiel Sold from Inventory 8,875.5 10,557.3 10,096.9
Materiel-Related 0.0 0.0 0.0
Salaries and Wages:

Military Personnel Compensation & Benefits 93.5 88.9 91.2
Civilian Personnel Compensation & Benefits 2,741.2 2,746.7 2,678.3

Travel & Transportation of Personnel 87.0 84.2 84.6
Materials & Supplies (For Internal Oper) 277.1 134.0 127.9
Equipment 269.7 182.5 170.2
Other Purchases from Revolving Funds 1,060.3 1,186.4 1,422.4
Transportation of Things 925.9 927.5 917.1
Major Maintenance & Repair 0.0 0.0 0.0
Depreciation - Capital 359.1 414.4 389.2
Printing & Reproduction 215.0 213.2 214.0

Advisory and Assistance Services 40.4 21.9 215
Rent, Communication, Utilities, & Misc. 1,670.6 1,715.7 1,662.5
Other Purchased Services 3,021.6 2,775.9 2,801.6

Total Expenses 19,636.8 21,048.6 20,677.3
Operating Result 557.3 (1,336.4) 1,494.1
Less Capital Surcharge Reservation 0.0 0.0 0.0
Plus Passthroughs or Other Approp Affecting NOR 0.0 0.0 0.0
Other Adjustments Affecting NOR 65.4 0.0 0.0
Net Operating Result (NOR) 622.7 (1,336.4) 1,494.1

Prior Year Adjustments 0.0 0.0 0.0
Other Changes Affecting AOR (1,333.1) (14.6) 4.7
Prior Year AOR 310.9 (297.4) (1,414.0)

Accumulated Operating Result (AOR) (399.6) (1,648.4) 84.8

Non-Recoverable Adjustments Impacting AOR 7.6 0.0 0.0

Accumulated Operating Results for Budget Purposes (392.0) (1,648.4) 84.8

Fund 14



ACTIVITY GROUP ANALYSIS
DEFENSE-WIDE WORKING CAPITAL FUND - TOTAL
SOURCE OF NEW ORDERS AND REVENUE
FY 2001 BUDGET ESTIMATES

(Dollars in Millions)

FY 1999 FY 2000 FEY 2001

. New Orders:

a. Orders from DoD Components
Army 3,839.3 3,836.7 4,022.7
Navy 4,410.3 4,078.4 4,819.2
Air Force 5,212.5 4,618.0 5,670.2
Marine Corps 510.8 522.6 548.6
Other 900.9 697.4 1,027.8

b. Orders from Other Fund Activity Groups 3,044.7 3,176.5 3,196.6

c. Total DoD 17,918.6 16,929.6 19,285.1

d. Other Orders:

Other Federal Agencies 598.7 571.8 580.9
Trust Fund 38.4 38.3 37.3
Exchange Activities 191.0 201.1 203.3
Non Federal Agencies 66.2 42.7 89.1
Foreign Military Sales 605.0 613.8 661.4
. Carry-In Orders 1,359.2 1,337.1 1,333.6
. Total Gross Orders 20,777.0 19,734.4 22,190.7
. Funded Carry Over 1,317.9 1,287.3 1,287.1
. DRMS Sales Proceeds 117.0 110.0 90.0
. Total Gross Sales 19,576.1 18,557.1 20,993.6

FUND 11



DEFENSE- W DE WORKI NG CAPI TAL FUND
FY 2001 BUDGET ESTI MATES
OVERVI EW

DEFENSE LOGI STI CS AGENCY

The Defense Logistics Agency (DLA) is a Conbat Support Agency
responsi ble for providing the Mlitary Services with a broad
range of |l ogistics support. Responsibilities include the
acqui sition, storage, and distribution of nost of the
Departnent of Defense’s spare parts and ot her consumabl e
items, contract adm nistration services, reutilization and
mar keti ng of excess mlitary property, document automation
services, and operation of the Defense National Stockpile.
DLA directly contributes to the warfighting readi ness and
sustainability of U S. forces, literally “around the clock -
around the world”.

Most of these responsibilities are carried out by activity
groups operating within the Defense-Wde Wrking Capital Fund
(DWACF). Through Fiscal Year (FY) 1999, the DLA portion of

t he Fund consisted of the follow ng five activity groups:

- Supply Managenent

- Distribution Depots

- Reutilization and Marketing Service
- Defense Automated Printing Service
- Information Services

The Information Services Activity Group was devol ved and
realigned to the remaining DLA activity groups on Septenber
30, 1999. Therefore, for the budget year, the DLA portion of
the Fund will only consist of the remaining four activity
groups. In FY 2000, the Defense Automated Printing Service was
renamed the Docunment Automation and Production Service.

This subm ssion reflects our continued conmmtnment to execute
our Strategic Plan through aggressive use of business process
reengi neering, conpetitive sourcing and privatization,
acquisition reform and use of emerging technol ogy to reduce
infrastructure costs while sustaining readi ness support to the
warfighter. Specifically, this subm ssion addresses:

DLA Performance Contract goals and netrics for al
maj or DLA Conmands



Actions to reduce infrastructure costs in the

Di stribution, Defense Reutilization and Marketing, and
Docunment Automati on and Production Activity Groups via
Conpetitive Sourcing

Full-time equival ent personnel reductions of 18.1
percent during the period fromthe begi nning of FY 1999
t hrough FY 2001

As not ed above, DLA signed a performance contract with the

Def ense Managenment Council in October 1999. The purpose of
this contract is to articulate expectations for DLA s
performance in FY 2000 through FY 2005. The standards and
goals set forth in this contract cover all of DLA s nmgjor

nm ssions and activity groups. The budget narratives included
in each activity group section in this budget provide detailed
information on the goals and objectives included for each
group in the performance contract.

Det ai | ed budget highlights by activity group foll ow

Suppl y Managenent Activity Group

The DLA Supply Managenent Activity Goup incorporates those
activities, prograns and costs related to materi al managenent.
Costs include operations (salaries and expenses), materi al
(items sold to the mlitary services), and capital investnents
(purchase of equi pnent, software devel opnent and m nor

construction). Approximately 20 mllion requisitions are
received annually fromthe mlitary services and ot her federal
agencies for the four mllion consunable itenms managed by DLA.

The DLA Supply Management Activity G oup consists of four

| nventory Control Points (ICPs) and a small nunber of
supporting activities, including the Defense Logistics

| nformation Service (DLIS). Materiel managenent is organi zed
around Fuel, Troop and General Support, and two Weapons
Systens Support |ICP activities.

Based upon the DLA' s FY 2000 Performance Contract comm tnents,
DLA was tasked to determ ne how to achi eve a weapon system
supply availability goal of 85 percent for each mlitary
service. Although the Agency is already achieving an
aggregat e weapon system supply availability of 85 percent, Air
Force and Navy avi ation support rates are below that |evel.
Anal ysis has indicated that overall supply availability is
bei ng negatively inpacted by itens related to aviation



support. To inprove the availability of aviation spare parts
and to achieve required readi ness, $500 mllion in
appropriated funding is included in the Air Force and Navy
Operati ons and Mai ntenance accounts for additional aviation
support beginning in FY 2001 through FY 2004. The anounts
included are $100 mllion, $147.9 mllion, $133.1 mllion and

$119 mllion, respectively, across those fiscal years. DLA
will procure $334 million in aviation spare parts, $120
mllion in aviation engine spares, and $46 mllion to support

avi ation non-demand items. Procurenent actions begin during
FY 2000.

Based on the March 1997 decision by the Deputy Under Secretary
of Defense (Logistics), DLA has begun inplenmenting the
centralization of cataloging functions at DLIS. DLIS is
resourced through a Service Level Billing (SLB) to each DoD
Supply Managenent Activity G oup (Arny, Navy, Air Force and
DLA). In FY 1999, each conponent paid an equal share of total
DLI'S costs, which included costs for informati on nanagenent
and di ssem nation. Beginning in FY 2000, catal oging costs were
added to the SLB and the nethod of allocating SLB changed to
recogni ze a nore direct custoner/provider relationship. No

| onger will each activity pay an equal share of DLIS costs.
| nstead, workload will determ ne the anount included in each
SLB.

The standards and goals set forth in the Perfornmance Contract
for Supply Managenent incl ude:

(1) Custoner Price Change (the average change in price
fromone year to the next) of no greater than the
realized increases in the DoD conposite inflator,

(2) Supply Availability (or fill rate), at a specified
per cent age each year

(3) Logistics Response Tinme (the nunber of days that it
takes to fill a custonmer’s requisition),

(4) Product Conformance (the number of National Stock
Nurmbers (NSNs) that pass randomtesting for critical

and
maj or defects/characteristics divided by the total
nunmber of NSNs tested), and

(5) Custoner Satisfaction Index (the percentage of

cust oner
responses of 4 or greater on a 5-point Likert scale).

DLA devel ops and the Departnent of Defense reviews and
approves the change in custonmer rates for the non-energy



segnent of the activity group. Normally, these changes in
custonmer price are driven by inflation and the basic costs
incurred to deliver the products to the custoners relative to
the sales volune. For FY 2000, the change is primarily driven
by cash buy-down in the FY 1999 rates. DLA's FY 2001 custoner
price change is +4.5 percent and is primarily the result of
the decision to finance the full Defense Reutilization and

Mar keti ng Service non-recoverable cost in DLA s Supply
Managenent rates, rather than sharing the cost anmnong the Arny,
Navy, Air Force, and DLA Supply Managenent activity groups.
Wt hout the increase for DRMS non-recoverable costs, the FY
2001 custoner price change would be 1.4 percent.

Unl i ke non-energy, fuel rates are established by the O fice of
Managenment and Budget (OVB) with input fromthe Departnents of
Def ense, Energy, Treasury, and Commerce. The single nost

i nportant cost factor is the world petrol eum narket

price/ product cost. While product cost is outside DLA' s
direct control, several acquisition and materiel managenent
techni ques are used to mtigate rising costs. Actual fue
costs in FY 2000 are expected to significantly exceed the
budgeted FY 2000 fuel rates. As a result, the fuel prices in
FY 2001 have been increased to recover the | osses recorded in
FY 1999 and expected to occur in FY 2000.

In FY 1999, the Supply Managenent Accunul ated Operating Result
(AOR) was -$149.3 mllion as a result of Congressional
direction to transfer $569 mllion fromthe DWACF cash account
to the mlitary services Operations and Mai ntenance accounts
for profits generated from |l ower than budgeted fuel prices.

I n FY 2000, fuel costs are expected to significantly exceed
the FY 2000 President’s Budget projection resulting in an AOR
of -$1,340.1 mllion. Increases to the standard unit price of
fuel in FY 2001 will generate revenue to offset this | oss and
bring the FY 2001 AOR to zero.

The capital budget estimate for FY 2001 of $147.4 million
includes a $40.3 mllion increase over the FY 2000

requi renments, which is driven by the replacenent of the Supply
Aut onat ed Materiel Managenent System (SAMMS) t hrough Busi ness
Systens Moderni zation (BSM. SAMMS is DLA s main supply
system  SAMMS functions are perfornmed by five main
subsystens: requirenents, distribution, financial, technical,
and contracting. While it served the Agency well over the
past 30 years, SAMMS is not capable of neeting DLA's strategic
vision of a virtual DLA. The integrated systemis a product
of decades of accunul ated busi ness practices, using technol ogy



that is obsolete, and is no |onger

vendors. Although SAMMS cont ai ns several
code, it provides no analytical capability or
access. These shortfalls (age, conplexity,
its fragility, high maintenance cost,
unreliability. BSM enabl es t he successf ul

and size)
and increasing
i ntegration of

supported by the original
mllion |lines of
real -tinme data

| ead to

busi ness processes in a closed |oop |ogistics system using

el ectroni ¢ conventions and client/server

shared data envi ronment.

Activity Group Profile

($ in MIIlions)

FY 1999

Cost of Goods Sol d $8, 875.5
Net Operating Results $652. 2
Accunul at ed Operating

Resul ts -$149. 3
Civilian End Strength 10, 382
Mlitary End Strength 377
Civilian Full-Time

Equi val ent s 10, 540
Mlitary Workyears 377
Capi tal Budget

Program Aut hority $67.5

Di stribution Depots Activity G oup

FY 2000

$10, 557. 3
-$1,190. 8

-$1,340.1
10, 867
369

10, 989
369

$107.1

capabilities in a

FY 2001

$10, 096. 9
$1, 340. 1

$0
10, 371
369

10, 422
369

$147. 4

The DLA Distribution Depots Activity Goup is responsible for
the recei pt, storage, and issue of approximately 24 nmillion
i nes of workload. In FY 1998, DLA realigned the DLA

di stribution depots fromtwo regions into one center
Def ense Di stribution Center (DDC) at
April 1999 two former Navy depots (Pearl

New Cumber | and,
Har bor ,

-- the
PA. In

and

Yokosuka, Japan) were consolidated into the DLA Defense
Distribution System Each of the 24 distribution depots now
reports to the DDC. Custoners include conponents of al
mlitary services, defense agencies and authorized civil
agencies within designated geographical areas.
realignment is part of an overall reduction of DoD support
activities and allows Distribution to bring its operating

costs into line with today’'s smaller

mlitary force.

The Base Realignment and Cl osure process has cl osed nine
di stribution depots to date, will close one additional depot



in FY 2001, and has led to the outsourcing of one depot to a
private firmuntil its closure in FY 2001.

I n 1998, DLA began the process of conpeting the first 3 of 18
depots with private industry. The conpetition process takes 18
months to 2 years. All CONUS depots, except the two sites
schedul ed for closure under Base Real i gnnment and Cl osure (BRAC),
are to be conpeted. One of those BRAC depots, San Antonio, TX,
was directly converted to contractor operations in March 1998.
Si x additional depots were announced for study in April 1999.
Seven depots will be announced in FY 2000. DLA will begin the
A-76 process in FY 2001 for selected non-core functions at the

| ast two sites, Susquehanna, PA and San Joaqui n, CA.

Under the A-76 conpetition process, this budget assunmes a

savi ngs equivalent to 20 percent of the |abor costs associ ated
with the conpeted depots. These savings will be derived by

ei ther inplementing the governnent nost efficient organization
(MEO or by award to the private sector. This budget request

al so assunes that one-half of all depot conpetitions will be
awarded to private contractors. The first three depot
conpetitions have been conpl eted (Defense Depot Col umbus, Ohio
(DDCO), Defense Depot Warner Robins, Georgia (DDWG and Defense
Depot Barstow, California (DDBC)). The first conpetition was
won by the public sector; the next two were won by the private
sector. These decisions have been protested. The budget
assunmes that 50 percent of all depots conpeted will go to the
private sector and reflects 20 percent |abor savings for all
conpetitions. Experience fromthese initial awards nay require
nmodi fications to future obligation projections for A-76 conpeted
activities. The entire A-76 process should be conpleted by the
end of FY 2003.

The Distribution portion of the FY 2000 Performance Contract
outlines the new nmetrics for this activity group. These netrics
include unit costs for processing, storage and reinbursable
wor kl oads and total cost for distribution services; these costs
are to be controlled/reduced through the use of conpetitive
sourcing. Oher nmetrics include optim zing the distribution
system and conducting public/private conpetitions.

The primary focus of these efforts is to reduce |ogistics cycle

times and to streanmline the infrastructure. |In addition, DLA is

noving to a nmuch nore agile and responsive distribution system
Processing tinme franmes have been dramatically reduced in an

effort to help the Services and DLA achi eve the various

Stream ining Logistics efforts ongoing DoD-wi de. Internally,



DLA has begun to neasure our depot cycle tines in hours, instead
of days, in an effort to further inprove our responsiveness to
custoner needs.

Two years ago, Distribution established a one-day standard for
material release, nmuch tinelier than previous performance. The
goal has been net and customer support directly benefits. To
date, overall performance has inproved while costs continue to
decrease. Continuing process efficiencies and a steady drop in
m ssi on wor kl oad have led to significant reductions in cost and
to the required distribution workforce. Civilian endstrength
dropped from 27,000 in FY 1992 to 10,876 in FY 1999, a reduction
of 16, 124 personnel, or a 59.7 percent decrease. Reductions to
date have been acconplished mainly through the use of Voluntary
Separation Incentive Pay (VSIP) and Voluntary Early Retirenment
Aut hority (VERA). However, involuntary Reductions-in-Force
(RIFs) were required in FY 1998 and nore nay be required in FY
2000/ 2001 to maintain the appropriate bal ance of workforce to
wor k| oad.

Li nes processed (either received or shipped) is the basic work
count for this activity group. Lines processed are budgeted
to decline 10.6 percent over the budget period. This
continues a long-lived trend, as changes in |logistics nethods
reduce distribution depot workload. Reengineering
initiatives, such as Prem um Service, Virtual Prime Vendor and
the Central Depot concept, along with a general decline in
customer demands will continue this trend into the foreseeable
future.

In FY 1996, Discrete Pricing was inplenmented to allow, for the
first time, the separate recovery of the cost to store DoD
material. This initiative charges inventory owners for the
storage of material based on occupied space in warehouses.
Cccupi ed cubic feet shows significant declines (-19.6 percent)
over the budget period as a result of continued scrutiny of
storage data reports and initiatives to maxim ze use of
comrerci al vendor stocks. Custoners have a financial incentive
to reduce inventory as they pay for storage.

FY 1999 processing and storage rates were set to recoup FY 1997
and FY 1998 | osses that primarily resulted from hi gher workl oad
declines than expected. Having recouped these | osses,

Di stribution was able to reduce FY 2001 rates and still recover
total costs and obtain an AOR of zero by the end of the budget
peri od.

Activity Group Profile




($ in MIIlions)

FY 1999 FY 2000 FY 2001

Cost of Goods Sold $1,370.2 $1,382.1 $1, 290. 3
Net Operating Results $146. 3 -$19.1 $22.1
Accumul at ed Operating

Resul ts $41. 2 $22.1 $0
Civilian End Strength 10, 876 10, 882 9, 816
MIlitary End Strength 88 184 184
Civilian Full-Tinme

Equi val ent s 11, 248 11,124 10, 103
Mlitary Workyears 88 184 184
Capi tal Budget

Program Aut hority $44.0 $36.0 $44.5
Reutilization and Marketing Activity G oup
The primary m ssion of the Defense Reutilization and Marketing
Service (DRMS) Activity Group is the reuse, or reutilization,

of excess and surplus property within the Departnment of
Def ense (DoD) and the disposal of

transfer, donation or

sal es.
approximately $2.6 billion worth of personal

remai ni ng property through
The Mlitary Services reutilized
property in FY

1999, resulting in savings to the DoD and the Governnment. DRMS
al so has the m ssion of hazardous property disposition.

DRMS headquarters, responsible for

| ocated in Battle Creek,
this organi zation lies with individual
and Marketing O fices (DRMOs)
installations throughout the world.
segregate, demlitarize,
mat eri al for screening,

DRMS i s undergoing a significant

M chi gan.

account for
| otting,

know edge- based organi zati on that

i nformati on nmanagenent
property. In FY 1999,
Recycling Control Point

distribution sites.

This is a major
transition to noving informtion not

oper ati onal
The operati onal
Def ense Reutilization
| ocated on nmilitary

DRMOs recei ve,
and report excess
mer chandi si ng,

control, is
core of

classify,
and sal es.

busi ness evolution into a
noves property through
rat her than by physically handling
DRMS conpl et ed depl oynent of the

(RCP) Program at whol esal e
m |l estone in the

property. To mnimze

property handling, the RCP automates the screening and sal es
processes via the DRMS Internet World Wde Wb site and
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physically handling the property at DRMOs. In addition, DRMS
wi || continue expansi on of automati on enhancenents to support
the Reutilization/ Transfer/Donation (R T/ D) process. More
effective automation will make the R/ T/ D process nore
efficient and custoner-friendly. It will also ensure that al
R/ T/ D custoners, regardless of geographic |location, will get
an equal opportunity to access excess property.

DRMS application of automated technology will support internal
DRMS operations by elimnating duplicative and repetitive data
entry and providing accurate and current nmanagenent dat a.
Technol ogy will support DRMS customers by providing on-line
information to include pictures as well as expanded narrative
descriptions of property, catal ogs, and asset interrogation
capabilities.

In FY 1999, DRMS expanded the Commercial Venture initiative to
new supply classes. This initiative partners DRMS with a
contractor having commercial expertise in selling, while

mai ntaining the utility functions of managenment oversight that
are inherently part of the DRMS m ssion. |In FY 2000, DRMS
entered into its first A-76 conpetition, which conpetes the

| ogi stics process at 10 DRMOs in the Northeastern United
States. DRMS continues to be a center of excellence for

envi ronnent al managenent and conpli ance.

The above initiatives will allow DRMS to conpl ete

i npl ementation of significant infrastructure reductions.
These reductions are in line with the Quadrenni al Defense
Revi ew i nfrastructure and outsourcing initiatives that direct
operational stream ining and partnerships with industry.

The DRMS unit cost goals are based on the four nmajor work
processes: (1) R/T/D, (2) Sales, (3) Utimte Di sposal; and
(4) Abandonnment and Destruction. Two of these unit cost

goals, U timate Di sposal and Abandonnent and Destruction, are
in the DLA FY 2000 Performance Contract. The U timte

Di sposal performance contract goal is to reduce costs at |east
in proportion to the decline in workload. The Abandonnment and
Destruction performance contract goal is to provide disposal

at an average cost not to exceed the stated unit cost.

DRMS ended FY 1999 with a negative Accunul ated Operating
Result (AOR) and a further loss is projected for FY 2000. The
budget goal is to achieve a zero AOR by FY 2002.

Reductions in enploynment |evels, w thout degradation of
m ssi on support, are achieved primarily by two factors:



aut omati on and managenent inprovenments. Autonmating the

reutilization and marketi ng processes and nanagenment

i nformation systens reduces the need for manual intervention.
Managenent inprovenents such as reorgani zi ng, reengi neering

processes, and realigning workloads are general nmeans to

further productivity.

DRMS nonitors the condition of facilities and equi pnent at
more than 95 DRMOs to maintain a safe and heal thy workplace in
accordance with stringent environmental and safety and health
regul ati ons. M nor Construction projects are to enhance
operations at various storage facilities to pronote proper
handl i ng of hazardous materials, hazardous waste, and itens
requiring demlitarization.

Activity Group Profile

($ in MIIlions)

FY 1999 FY 2000 FY 2001

Cost of Goods Sol d $333.0 $352. 8 $325.9
Net Operating Results -$44. 1 -$159.1 $101.6
Accunul at ed Operati ng

Resul ts -$44. 1 -$203. 2 -$101.6
Civilian End Strength 2,570 2,280 1,990
Mlitary End Strength 7 19 12
Civilian Full-Tinme

Equi val ent s 2,779 2,518 2,105
Mlitary Workyears 7 19 12
Capi tal Budget

Program Aut hority $7.5 $8.4 $7.2

Docunent Autonmation and Production Service Activity G oup

The Docunent Automation and Production Service (DAPS),
formerly nanmed the Defense Automated Printing Service, is
responsi ble to ensure conpliance with the Federal Printing
Program for the DoD printing and docunment automation prograns.
This responsibility enconpasses the full range of automated
printing services to include: conversion, electronic storage
and output, and the distribution of hard copy and digital
information. DAPS provides tinme sensitive, conpetitively
priced, high quality products and services that are produced



ei ther in-house or procured through the Governnent Printing
Ofice (GPO. In addition, the Joint Commttee on Printing
(JCP), Congress of the United States, exercises oversight of
all federal printing including the DAPS in-house printing
capability.

DAPS manages this worldw de m ssion through a custonmer service
net wor k conpri sed of a Headquarters |ocated at Mechani csburg,
Pennsyl vania, 80 major field |locations and 200 snmal | er
document automation facilities.

I n August 1999, DLA notified Congress of its decision to
conduct a public-private conpetition for the production
functions of DAPS. Approximtely 1,400 DAPS enpl oyees, within
the continental United States, will be affected. Because of
the conplexity of DAPS overseas operations, those functions
were excluded fromthe conpetition.

DAPS continues to rightsize its workforce. This subm ssion
reflects full-time equival ent personnel reductions of 5.0
percent in FY 1999, 10.6 percent in FY 2000, and 5.2 percent
in FY 2001.

Since becomi ng the Departnent’s single manager for printing
and duplicating in 1992, DAPS has cl osed or consoli dated
approxi mately 200 printing facilities. Continuing this trend
of stream ining operations, DAPS cl osed or consolidated an
additional 10 facilities in FY 1999. |In FY 2000, DAPS wi ||
consolidate from four regional areas to two regi onal areas.
Savings resulting fromthese actions are reflected in this
subm ssi on

DAPS' change in workload reflects the transition within the
Departnment from “hard copy” to digital docunents. The nunber
of pages converted to digital by DAPS increased by 100 percent
fromFY 1998 to FY 1999. Hard copy pages fell 12.5 percent
during this same period. This trend is expected to continue
with a resulting decrease in total units and increase in unit
cost because of the higher cost associated with producing
digital docunments. DAPS |loss in FY 1999 is primarily
attributable to a decrease in workload and one-tine
unprogramed costs.

DAPS has four performance indicators in the FY 2000 DLA
Performance Contract. They are: (1) nunber of pages converted
to digital formin-house or by contract; (2) custoner
satisfaction; (3) rework; and (4) discrepancy reports. In FY



1999, DAPS achieved all of its measurabl e perfornmance contract
goal s.

DAPS primary challenge is to reduce short-termfixed costs in
response to reductions in customer demand to achi eve Net
Operating Result objectives. To neet this challenge, this
budget subm ssion incorporates productivity inprovenents and
cost savings fromcapital investnents, consolidation actions,
and managenent initiatives.

Activity Group Profile

($ in MIIlions)

FY 1999 FY 2000 FY 2001

Cost of Goods Sol d $409. 6 $370.7 $363.8
Net Operating Results -$26.5 -$5.1 $25. 6
Accunul at ed Operating

Resul ts -$37.3 -$42. 4 -$16. 8
Civilian End Strengt 1,695 1, 609 1, 486
Mlitary End Strength 0 0 0
Civilian Full-Time

Equi val ent s 1, 843 1, 647 1,561
Mlitary Workyears 0 0 0
Capi tal Budget

Program Aut hority $1.8 $8.7 $5.9

| nf ormati on Services Activity G oup

This activity group consists of a Central Design Activity, the
DLA Systens Design Center, and the Defense Automated
Addressing Center. There are eight major sites, |ocated

t hroughout the Continental United States, and each is in close
proximty to its custoner base.

Since 1996, its inaugural year as a business entity, the

| nformati on Services activity group strove to neet the needs
of its custoners within a technically and econom cally
conpetitive environnent. By early FY 1999 the rapidly

changi ng information technol ogy environnment -- one that
enphasi zed commercially avail abl e software versus in-house
devel opnent -- precluded the continuation of organically

devel oped systens and software sol utions. However, a need
exists to maintain | egacy systens until they are replaced by
newer, commercial-off-the-shelf technology. Therefore, DLA



functionally transferred its Information Services activity
group resources devoted to | egacy system desi gn and
mai nt enance to other DLA activity groups.

The Information Services Activity Group was devol ved and
realigned to the remaining DLA activity groups on Septenber
30, 1999. Sone of these activity group costs and revenue w |
continue into FY 2000. Residual obligation, disbursing, and
accounting of the devolved activity group will occur after
Sept enber 30, 1999. Civilian personnel payroll direct charges
occur for several additional days as the pay period extends

over the end of the fiscal year. These costs will be budgeted
in the successor DLA activity groups. The current estinated
expense associated with these transactions is $9.0 mllion.

Activity Group Profile

($in MIIlions)

FY 1999

Cost of Goods Sol d $109. 6
Net Operating Results -$0.3
Accumul at ed Operating

Resul ts -$16.9
Civilian End Strength 987
Mlitary End Strength 3
Civilian Full-Time

Equi val ent s 1,028
Mlitary Workyears 3

Capi tal Budget
Program Aut hority $0.9



DEFENSE LOG STI CS AGENCY
DEFENSE- W DE WORKI NG CAPI TAL FUND
FY 2001 BUDGET ESTI MATES

PROGRAM AND FI NANCI NG
(Dol lars in Thousands)

Identification code:

20400

RO0000
R02000
R12000
R15000
R17000
R25000
R42000
R52000
R55000
R57000
R65000

F11010
F14010

F17010

F21980
F22980
F22985
F24980
F32490

F39. 0001

F41980
F69150

Di rect Program
DoD Wor ki ng Capital Funds
TOTAL DI RECT PROGRAM TOA

Rei mbur sabl e Program

TOA OFFSET ADJ

DI STRI BUTI ON DEPOTS

DEFENSE REUTI LI ZATI ON AND MARKETI NG

DEFENSE AUTOVATED PRI NTI NG SERVI CE

I NFORMVATI ON SERVI CES

SUPPLY MANAGEMENT, DEFENSE- W DE

CAPI TAL BUDGET - DI STRI BUTI ON DEPCTS

CAPI TAL BUDGET - REUTI LI ZATI ON AND MARKETI NG
CAPI TAL BUDGET - DEFENSE AUTOVATED PRI NTI NG SERVI CE
CAPI TAL BUDGET - | NFORVATI ON SERVI CES

CAPI TAL BUDGET - SUPPLY MANAGEMENT, DEFENSE-W DE

REI MBURSABLE TOTAL
TOTAL PROGRAM
Fi nanci ng:
O fsetting collections from
Federal Funds(-)
Non- Feder al sources(-)

TOTAL ORDERS
Recovery of Prior Year Bal ances
Unobl i gated bal ance start of year, F/ B
Unobl i gated bal ance to other - FB
Funds Transfered From Qther Accounts
Unobl i gat ed bal ance end of year, F/B
Bal ance C/ A WD
Budget authority

Transfer to Other Accounts - U S
Cont Auth I ndef

EY 1999 Actual EY 2000 est. EY 2001 est.
0 0 0

0 0 0

0 0 0

1, 316, 566 1,371, 000 1, 242, 400
330, 668 343, 410 316, 850
187, 025 365, 514 357, 253
111, 615 0 0
12, 883, 657 14, 054, 700 13, 842, 000
44, 065 36, 000 44, 400
7,442 8,425 7,155
2,585 8, 700 5, 900
1,033 0 0

65, 905 107, 200 147,500

14, 950, 561 16, 294, 949 15, 963, 458
14, 950, 561 16, 294, 949 15, 963, 458

(15,112, 281)
(335, 527)

(15, 447, 808)
(584)

(219, 460)
(446, 572)
0

996, 347
1, 966, 239

1,798,723

(569, 000)
2,367, 723

(14, 450, 225)
(33, 100)

(14, 483, 325)
0

(996, 347)
0
0
(815, 277)
0

(15, 230, 305)
(33, 700)

(15, 264, 005)
0

815, 277
0
0
(1,514, 730)
0
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Identification code:

T21111
T21131
T21151

T211.901

T21171
T21171
T21301
T22101
T22201
T22311
T22321
T22331
T22401
T22511
T22521
T22531
T22532
T22533
T22541
T22571
T22601
T23101
T23201
T24101
T24201
T24301

DEFENSE LOG STI CS AGENCY
DEFENSE- W DE WORKI NG CAPI TAL FUND
FY 2001 BUDGET ESTI MATES
PROGAM AND FI NANCI NG
(Dol lars in Thousands)

Rei mbur sabl e obligations:
Per sonnel Conpensation:

Ful |l -ti me Per manent 1,071, 177
Q her than Per manent 17,771
O her Personnel Conpensation 57, 097
Total personnel conpensation 1, 146, 045
Mlitary Personnel Conpensation 39, 682
Personnel Benefits: Civilian Personnel 273, 256
Benefits to Former Enpl oyees 48, 350
Travel and transportation of persons 47,728
Transportati on of Things 914, 368
Rents - GSA 5, 457
Rents to Ot hers 14, 140
Communi cations, Wilities and other M sc 50, 767
Printing and Reproduction 94, 287
Advi sory/ Asst Services 29, 688
Ot her Services 393, 530
Goods/ Servi ces from O her Agenci es 166, 632
Pay - Foreign National 13,514
Buys from Revol vi ng Funds 1,417,119
O8M of Facilities 50, 145
&M of Equi prent 49, 759
Supplies and Materials 9,910, 914
Equi prent 256, 662
Land and Structures 23, 068
Grant s- Subs- Etc. 1,019
I nsurance d ai ns 0
Interest and Divs 4,431
Total Rei nmbursabl e obligations 14, 950, 561

Total Onligations 14, 950, 561

EY 1999 Actual

EY 2000 est.

1,131, 348
35, 054
68,018

1, 234, 420

37,328
148, 629
41,538
43, 980
586, 883
7,684
13, 249
44,726
197, 622
21,682
154,121
304, 512
14,982
825, 011
49, 991
72,963
12, 268, 720
160, 908
66, 000

16, 294, 949

16, 294, 949

EY 2001 est.

1,091, 325
36, 945
64, 374

1,192, 644

40, 959
140, 938
33,917
45, 589
553, 993
7,755
12, 254
41, 314
198,172
25, 366
138, 253
279, 435
15, 222
736, 819
49, 003
67, 935
12,119, 667
198, 223
66, 000

15, 963, 458

15, 963, 458
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