











DoD FY 2010 Budget Request Summary Justification

American Recovery & Reinvestment Act of 2009

OVERVIEW

The American Recovery and Reinvestment Act of 2009 (ARRA)
was designed to stimulate U.S. economic growth by creating
jobs through investments in infrastructure improvements and
expanding energy research in an effort to lead the way toward
energy independence for the country. The Department of
Defense has identified over 4,000 projects suitable for ARRA
funding and is moving swiftly to implement these funds in the
most effective manner.

For updated information, see: www.defenselink.mil/recovery

BACKGROUND

The President signed the ARRA on February 17, 2009. It
includes $7.345 billion in Defense-related appropriations — less
than 1 percent of the $787 billion stimulus package (Figure 2.6).
The Department intends to spend this funding with
unprecedented transparency and accountability, ensuring that
the Act fulfills its purpose to create and save jobs, jumpstart our
economy, address unfunded facility requirements and build the
foundation for long-term economic growth. The Department's
implementation plan includes:

e $4.3 billion for facility infrastructure investments to upgrade
DoD facilities, including:

— Energy-related improvements

— Medical facilities

— Family housing, barracks, and other quality-of-life facilities
— Operational facilities, Utilities, and Roofs

— Pavements: Roads and Grounds

e $2.2 billion for Military Construction of new facilities:

— $1.3 billion for hospital replacement projects at Camp
Pendleton, California and Fort Hood, Texas, and a
hospital alteration project at Naval Air Station,
Jacksonville, Florida

— $0.2 billion for 21 Child Development Centers

— $0.2 billion for 7 Soldier, Marine and Troop Housing

— $0.1 billion for 13 Family Housing Construction projects
— $0.1 billion for 2 Warrior in Transition Facilities

— $0.1 billion for multiple Energy Conservation/Alternative
Energy projects (photovoltaic and energy monitoring
technologies).

— $0.1 billion for 16 National Guard facilities

Figure 2.6 Defense Is Moving Swiftly on Recovery Act

$ in Billions
$787B
Other —s Department of Defense
Energy 43
Education
Health Care -
Protecting the Viliziey
Vulnerable Con;tznégtlon: Homeowners
Infrastructure , ASSéI_StanCe
& Sciences Fund: $0.6B
State and Near Term
Local Fiscal 144 Energy
Relief . Technology
Eacility/Infrastructure Research:
Investments: $0.3B
$4.3B
Tax Relief Energy

— Conservation
Investment
Program: $0.1B

$7.4B

American Recovery and
Reinvestment Act of 2009

Numbers may not add due to rounding

Source: Recovery.gov, American Recovery and Reinvestment Act of 2009
Source: American Recovery and Reinvestment Act of 2009, Recovery.gov,
Department of Defense Expenditure Plan

B309-122

SPECIAL TOPICS

2-46

AMERICAN RECOVERY & REINVESTMENT ACT OF 2009



DoD FY 2010 Budget Request Summary Justification

e $0.6 billion for a temporary expansion of Homeowner’'s
Assistance Program (HAP) benefits to provide monetary
assistance to eligible Service members and civilians affected
by the downturned housing market. It would provide benefits
to those affected by base closures and realignments,
wounded warriors, the spouses of members killed in the line
of duty during deployment, and Service members given
Permanent Change of Station orders.

e $0.3 bilion to research and develop near-term energy-
efficiency technologies, alternative energy supplies, and
demonstrate tactical energy/power systems.

e $0.1 billion for 16 Energy Conservation Investment Program
(ECIP) projects that reduce energy consumption by using
better management and control systems and exploiting
alternative energy technologies.

e Administrative funding provided to the DoD Inspector General
for additional oversight and audit of ARRA execution.

The ARRA funding addresses some of the unique challenges
faced by American Service members because of their voluntary
commitment to serve our nation. Specific investment in military
construction will provide stimulus to the economy while helping
to enhance the quality of life for our troops and their families. In
addition to providing much needed facility improvements, the
Recovery Act also funds higher levels of energy efficiency and
enhances important energy research programs so that the
Department can continue to lead the way in the national effort to
achieve greater energy independence.

PROJECT SELECTION

The Recovery Act funded specific categories of Military
Construction. Within these categories, the Department selected
validated priority projects based on several factors, primarily
operational need and the ability to obligate funds quickly.
Further, in determining how quickly a project could be executed,
the Department considered the degree of its compliance with
legal requirements within the National Environmental Policy Act
(NEPA) and the acquisition strategy.

For Facility Infrastructure Investments (i.e., Facilities
Sustainment, Restoration, and Modernization (FSRM)) funding
identified in the Recovery Act, the Department selected projects
based primarily on the following criteria: (1) mission
requirements, (2) quality-of-life impact, (3) NEPA documentation
status, and (4) acquisition strategy and the ability to execute
quickly. In addition, the Department included repair and
modernization projects for facilities that could be occupied by
troops returning from Iraq or Afghanistan.

In accordance with the guidance from the Office of Management
and Budget, the Department — like all other Federal agencies —
is working diligently to ensure that funds are awarded and
distributed in a prompt, fair, and reasonable manner; that both
the recipients and uses of all funds are transparent; and funds
are used for the intended purpose — curtailing fraud, waste,
abuse and avoiding unnecessary delays
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Financial Management

OVERVIEW

In 1995, The General Accounting Office — now known as the
Government Accountability Office (GAO) — first identified DoD
financial management as one of its high risk areas. DoD
financial management is still on the list of high-risk areas
because, according to GAO's latest update in 2009, there are
continuing problems with data integrity; needs for improvements
in policies, [processes, procedures, and controls; and a need to
implement fully integrated systems.

Progress Has Been Made

DoD has made improvements in its financial management in
recent years. Several examples illustrate the scope of these
improvements:

e DoD has made progress toward improving its financial
information and demonstrating that progress by achieving
clean audit opinions in selected areas. Several funds have
achieved clean opinions. The Army Corps of Engineers has
achieved clean opinions on all of its financial statements,
and the Marine Corps is nearly ready for an audit of its
Statement of Budgetary Resources.

e The Department has also improved financial stewardship
through stronger internal controls that reduce opportunities
for waste, fraud, and abuse. Of 116 managers’ internal
control weaknesses that were identified in 2001, 99 have
been eliminated, and the Department is on track to eliminate
the remaining 17 (Figure 2.7).

o Improved efficiencies in financial operations have resulted in
lower costs. For example, from FY 2001 through FY 2008,
the Defense Finance (DFAS) and Accounting Service
reduced personnel work years 30% and annual cost of

Figure 2.7 Reducing Internal Control Weaknesses
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Source: FY 2001-2007 DoD Performance and Accountability Reports B309-123
operations by 15%. The services are also achieving
efficiencies. The Air Force, for example, will achieve cost
savings by combining most of its financial services
operations at Ellsworth Air Force Base.

e Improved financial operations have also produced savings
by reducing interest penalties on invoices. Since 2001,
efforts by the Services and the DFAS have avoided
$335 million in interest penalties while doubling the dollar
amounts of payments made.

The Department has also begun to make improvements in its
financial systems. It is important to note that DoD’s financial
systems have always been able to keep accurate track of
obligations made compared with the funds appropriated by the
Congress. Current systems, however, do not do a good job of
integrating various types of financial and non-financial
information and cannot always track financial information back to
its sources. The new Enterprise Resource Planning Systems
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(ERPs) planned by each of the Military Departments, and the
one being planned for installation at the Defense Agencies, will
be more fully integrated.

DoD plans its financial improvements using the Financial
Improvement and Audit Readiness (FIAR) Plan. The FIAR Plan
has three basic goals:

1. To ensure that the financial information provided by the
Department is timely, reliable , accurate, and relevant;

2. To sustain improvements through an effective internal
control program; and implementation of the requirements of
OMB Circular A-123, Appendix A.

3. To achieve unqualified audit opinions on DoD annual
financial statements as a by-product of efforts to improve
financial information and internal controls.

Deputy
Flight Chief
ofEinancial
Analysis,
Jim Baker,

Squadron,
balances o
the year-end
at Royal Air
Force
Lakenheatfijs"
England. ¥

Septembel 2008

The FIAR Plan is updated semi-annually. The most recent
update was released last December. It contained a standard
framework for analysis of business processes, milestones, and
metrics, and a schedule of detailed action plans for progress
toward financial management improvement and auditability.

Considerable Work Remains to be Done

While DoD has made progress in improving its financial
management, the Department recognizes that much work
remains to be done. New systems, such as the ERPs planned
by the department and agencies, are notoriously difficult to
install successfully. There will also be major problems
associated with cleaning up and reconfiguring data so that it can
be processed by the new systems. For these reasons, DoD has
a long way to go before integrated financial systems are
deployed throughout the organization.

Also, while progress has been made toward improving financial
information and thereby achieving clean audits, the hardest
problems still remain to be solved. Notably, the largest
organizations in the DoD, including all three of the Military
Departments, have yet to achieve improvements in financial
information and processes sufficient to warrant asking for an
audit. Given the scope and complexity of these organizations, it
will be many years before they will have achieved enough
progress to achieve unqualified audit opinions on all of their
financial statements. In light of these challenges, DoD is
currently reassessing its audit strategy with the goal of focusing
its improvement efforts on those categories of financial
information that are most used to manage the Department
activities.

DoD remains committed to improving its financial management.
But we recognize that much work remains to be done before we
realize that goal.
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Performance Improvement

PUT PERFORMANCE FIRST

President Obama is creating a focused team within the White
House that will work with agency leaders and the Office of
Management and Budget (OMB) to improve results and
outcomes for Federal Government programs, while eliminating
waste and inefficiency. This unit will be composed of top-
performing and highly-trained Government professionals and will
be headed by a new Chief Performance Officer (CPO). The
CPO will work with Federal agencies to set tough performance
targets and hold managers responsible for progress. The
President will meet regularly with cabinet officers to review the
progress their agencies are making toward meeting performance
improvement targets.

The Administration plans to open up the insular performance
measurement process to the public, the Congress, and outside
experts. The Administration will eliminate ideological
performance goals and replace them with goals Americans care
about and that are based on congressional intent and feedback
from the people served by Government programs. Programs
will not be measured in isolation, but assessed in the context of
other programs that are serving the same population or meeting
the same goals.

The Department welcomes the opportunity to support the
President’s vision of putting performance first.

DoD Mission and Organization Structure

The mission of the DoD is to provide the military forces needed
to deter war and to protect the security of the United States.
Since the Creat[lon of America’s fI.I‘St i Army n 1775' _the civilians during his visit to Camp Lejeune, N.C. The President is visiting Camp
Department and its predecessor organizations have evolved into Lejeune to speak on current policies and exit strategy from Iraq.

a global presence of 3 million individuals, stationed in more than
140 countries and dedicated to defending the United States by

President of the United States Barack Obama talks to service members and

U.S. Marine Corps photo by Lance Cpl. Michael J. Ayotte — February 2009
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deterring and defeating aggression and coercion in critical
regions. Figure 2.8 illustrates how the Department of Defense is
organized. Details on major operating components are
discussed below.

The Office of the Secretary of Defense (OSD)

The Secretary of Defense and his principal staff are responsible
for the formulation and oversight of defense strategy and policy.

The OSD supports the Secretary in policy development, planning,
resource management, acquisition, and fiscal and program
evaluation. Figure 2.9 depicts the immediate Office of the
Secretary of Defense, comprised of several Under Secretaries of
Defense (USDs) and Assistant Secretaries of Defense (ASDs) for
various functional areas.

Select OSD Principals also oversee the activities of various
defense agencies and DoD field activities.

Figure 2.8 Department of Defense Organizational Structure
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Figure 2.9 Office of the Secretary of Defense
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Military Departments

The Military Departments consist of the Army, Navy (of which
the Marine Corps is a component), and the Air Force. In
wartime, the U.S. Coast Guard becomes a special component of
the Navy; otherwise, it is part of the Department of Homeland
Security. The Military Departments organize, staff, train, equip,
and sustain America’s military forces. When the President and
Secretary of Defense determine that military action is required,
these trained and ready forces are assigned to a Combatant
Command responsible for conducting military operations.

The Military Departments include Active Duty, Reserve, and
National Guard forces. Active Duty forces are full-time military
Service members. Reserve forces, when called to active duty,
support the Active forces. Reserve forces are an extension of
Active Duty forces and perform similar functions when called to
Active Duty. The National Guard has a unique dual mission with
both Federal and state responsibilities. The Guard is
commanded by the governor of each state or territory, who can
call the Guard into action during local or statewide emergencies
such as storms, drought, or civil disturbances. When ordered to
Active Duty for mobilization or called into Federal service for
national emergencies, units of the Guard are placed under
operational control of the appropriate Military Department. The
Guard and Reserve forces are recognized as indispensable and
integral parts of the Nation's defense.

Defense Agencies

Eighteen defense agencies have evolved over time as a result of
DoD-wide functional consolidation initiatives. Defense agencies
provide a variety of support services commonly used throughout
the Department. For instance, the Defense Finance and
Accounting Service provides accounting services, contractor and
vendor payments, and payroll services; and the Defense

Logistics Agency provides logistics support and supplies to all
Department activities.

DoD Field Activities

Ten DoD field activities have also evolved over time as a result
of DoD-wide functional consolidation initiatives. DoD field
activities perform missions more limited in scope than defense
agencies, such as the American Forces Information Service
(AFIS) that serves as the DoD focal point for all Armed Forces
information programs.

The Joint Staff

The Chairman of the Joint Chiefs of Staff is the principal military
advisor to the President, the National Security Council, and the
Secretary of Defense. The Chairman and his principal staff
assist the President and the Secretary in providing for the
strategic direction of the Armed Forces, including operations
conducted by the Commanders of the Combatant Commands.
As part of this responsibility, the Chairman also assists in the
preparation of strategic plans and helps to ensure that plans
conform to available resource levels projected by the Secretary
of Defense.

U.S. Army Sgt. Boomer Jones looks for his next checkpoint after rallying with
the rest of his men during an air assault mission with the 1st Battalion, 187th
Infantry Regiment, 101st Airborne Division, in Sadr Yusifiyah, Iraq

U.S. Army photo by Spc. Richard Del Vecchio — July 2008
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Combatant Commands
Ten Combatant Commands are responsible for conducting the e U.S. European Command (USEUCOM) is responsible for

Department’s military operational missions around the world. activities in Europe, Greenland, and Russia.
Six commands (Figure 2.10) have specific military operational e U.S. Central Command (USCENTCOM) is responsible for
mission objectives for geographic areas of responsibility. the Middle East, Egypt, and several of the former Soviet

Figure 2.10. Geographic Combatant Commands
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republics. This Command is primarily responsible for
conducting Operation Enduring Freedom in Afghanistan and
Operation Iraqi Freedom.

U.S. Pacific Command (USPACOM) is responsible for China,
South and Southeast Asia, Australia, and the Pacific Ocean.

U.S. Southern Command (USSOUTHCOM) is responsible
for Central and South America and the Caribbean.

U.S. Northern Command (USNORTHCOM) is responsible
for North America, including Canada and Mexico.

U.S. Africa Command (USAFRICOM) is responsible for the
entire continent of Africa (minus Egypt).

In addition, four Commands have specified worldwide mission
responsibilities focused on a particular function(s):

U.S. Strategic Command (USSTRATCOM) provides global
deterrence capabilities, direction of Global Information Grid
operations, and synchronizes Department efforts to combat
weapons of mass destruction worldwide.

U.S. Special Operations Command (USSOCOM) leads,
plans, synchronizes, and as directed, executes global
operations against terrorist networks.

U.S. Transportation Command (USTRANSCOM) moves
military equipment, supplies, and personnel around the world
in support of operations.

U.S. Joint Forces Command (USJFCOM) leads joint
innovation and experimentation, integrates joint force
capabilities, trains joint forces, leads development of joint
force readiness standards, and provides trained and ready
joint forces to other combatant commanders.

The Military Departments supply the necessary capabilities to
these Commands. As such, the operating costs of these

U.S. Navy Aviation Warfare Systems Operator 2nd Class Travis Nelson of
Helicopter Combat Support Squadron (HCS) 21, based in San Diego, looks out
over the water of Micronesia while riding in a MH-60S Seahawk helicopter as
part of Pacific Partnership 2008. Pacific Partnership is a four-month

commands (except the USSOCOM) are subsumed within each
Military Department’s budget. The USSOCOM is the only
Combatant Command that has budget authority that resides
outside of the control of the Military Departments and is reflected
in the Department’s Defense-wide accounts.
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DoD Performance Budget Plan Hierarchy

The Department’'s Performance Budget hierarchy is focused on
implementing all the statutory provisions of the Government
Performance and Results Act of 1993 and the President’s
performance vision.

Sections 200-230 of OMB Circular A-11 characterize a
performance budget as a hierarchy of goals, structured like an
agency’s strategic plan. At the top of the pyramid is the agency’s
mission statement followed by overarching strategic goals, or
statements of aim or purpose, as outlined in the agency’s
strategic plan. For each strategic goal, there are a limited
number of high priority strategic objectives that add greater
specificity to the overarching strategic goal in terms of the
outcomes to be achieved. For each strategic objective, there are
a limited number of performance targets (measures and
milestones) that are used to indicate progress toward
accomplishing the objective.

The Department’'s performance budget hierarchy is depicted in
Figure 2.11. This hierarchy indicates that every level of the DoD
is accountable for measuring performance and delivering results
at multiple tiers of the organization that support the
Department’'s strategic goals and objectives. Performance
accountability cascades to the appropriate management level
(DoD Enterprise to DoD Component to program level) with
personnel accountability at all management echelons. DoD
investments in systems and other initiatives are aggregated to
support strategic objectives at the enterprise or highest DoD
echelon level.

Primary responsibility for performance improvement in the DoD
rests with the Deputy Secretary of Defense in his role as the
Chief Management Officer (CMO). The Deputy Secretary is
assisted by a Deputy CMO and the DoD Performance
Improvement Officer (P1O), who provides advice and integrates

Figure 2.11 Department of Defense
Performance Budget Hierarchy
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performance information across the Department, all of which can
be found at www.defenselink.mil/dbt.

DoD strategic objectives and performance targets were
identified by Principal Staff Assistants (PSAs) within the Office of
the Secretary of Defense, in coordination with the Joint Staff, as
most relevant for DoD-wide or enterprise-level strategic focus.
This list does not represent a comprehensive and exhaustive list
of all DoD performance targets. The list does not include
classified performance targets or address performance
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improvements associated with the National Intelligence
Program, since responsibility for the NIP falls under the purview
of the Director for National Intelligence.

DoD strategic objectives and performance targets (measures
and milestones) are subject to annual refinement based on
changes in missions and priorities. Such changes reflect the
evolutionary nature of DoD’s performance budget and the
Department’s continuing efforts to link budgetary resources and
investments to identifiable and measurable strategic outcomes.

The DoD Strategic Plan

Performance-based management and budgeting begins with an
overarching strategic plan. The Quadrennial Defense Review
(QDR) constitutes the DoD'’s strategic plan.

Subsection 118 of Chapter 2, United States Code requires that
the Secretary of Defense, in consultation with the Chairman of
the Joint Chiefs of Staff, conduct a comprehensive examination
of the United States defense strategy and establish a defense
program for the next 20 years. This review examines national
defense strategy, force structure, force modernization plans,
infrastructure, budget plans, and other elements of the defense
program and policies of the United States, consistent with the
most recent National Security Strategy and National Military
Strategy. The review calls for a budget plan that would be
required to provide sufficient resources to execute successfully
the full range of missions called for in the national defense
strategy at a low-to-moderate level of risk.

On February 3, 2006, the Defense Department unveiled its
latest Quadrennial Defense Review (QDR). A copy of the
Department's complete QDR can be found at
www.defenselink.mil/gdr/report/Report20060203.pdf. The
Department will be updating its strategic plan with the
completion of its 2009 QDR later this year.

DoD Strategic Goals

The QDR acknowledged that everything done in the Defense
Department contributes to joint warfighting capability, as
depicted by the following overarching DoD strategic goals:

e Goal 1: Fight the Long War on Terror

e Goal 2: Reorient Capabilities and Forces

e Goal 3: Reshape the Defense Enterprise

e Goal 4: Develop a 21st Century Total Force
e Goal 5: Achieve Unity of Effort

The 2006 QDR was the first contemporary defense review to
coincide with an ongoing major conflict. Consequently,
strategic goal 1 acknowledged the ensuing major conflict and
extended stabilization campaigns in Iraq and Afghanistan. For
FY 2010, strategic goal 1 has been refocused on conducting
overseas contingency operations to support President
Obama’s defense agenda.

At the same time, the 2006 QDR recognized that the
Department needed to recast its view of future warfare through
the lens of a long duration and globally distributed conflict.
Therefore, strategic goal 2 focuses on reorienting the Armed
Forces to deter and defend against transnational terrorists
around the world. Strategic goal 5 recognizes that the DoD
cannot meet today’s complex challenges alone. This goal
recognizes integrated security cooperation and strategic
communication as additional tools the Combatant
Commanders may use to fight wars. Together, these three
goals were deemed to encompass the Department’s primary
warfighting missions.
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Strategic goals 3 and 4 focus on developing a Total Force and
reshaping the defense infrastructure, respectively, in ways that
better support the warfighter. Therefore, these goals are
supporting goals that enable accomplishment of the
Department’'s primary warfighting goals 1, 2, and 5. See
Figure 2.12.

DoD Strategic Objectives

Based on the above over-arching strategic goals, a task force
and Senior Review Group (SRG) were established to develop
and maintain a limited number of high priority strategic
objectives and performance targets for DoD-wide or enterprise-
level focus. The Performance Budget Task Force and SRG
includes representatives from each OSD Principal Staff, the
Joint Staff, and the Military Departments. Each year, these
forums meet to consider changes to strategic objectives and
refinements to performance targets based on changes in
management priorities and Administration direction. Figure 2.13

Figure 2.12 FY 2010 Strategic Goals
<— Successfully Conduct Overseas
Contingency Operations
<— Reorient Capabilities and Forces
—
— Goal 4 Develop a 21st Century
Total Force
<— Achieve Unity of Effort

Reshape the Defense

Goals3&4 Enterprise

are Supporting
Goals
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identifies the Department’'s latest refinements to its strategic
goals and objectives for FY 2010. Since the 2006 QDR, the
Department has modified, deleted, and added to some of its
original strategic objectives based on the National Defense
Strategy, published June 2008, and President Obama’s defense
agenda. Figure 2.13 identifies the Department's five
overarching strategic goals and 14 strategic objectives for
FY 2010. Figure 2.14 links the Department’s strategic goals and
objectives for FY 2010 to the 2008 National Defense Strategy
objectives and to President Obama'’s defense agenda.

A U.S. Navy AV-8B Harrier aircraft assigned to Marine Attack Squadron (VMA)
211 receives fuel, during nighttime flight operations aboard forward-deployed
amphibious assault ship USS Essex (LHD 2) in preparation for exercise
Balikatan 09 (BK09) in the South China Sea.

U.S. Navy photo by Chief Mass Communication Specialist Ty Swartz — April 2009
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Figure 2.13 FY 2010 Strategic Goals and Objectives

Strategic Goal 1: Successfully Conduct Overseas Contingency Operations

1.1: Conduct a large-scale, potentially long-duration irregular warfare campaign that includes counterinsurgency, security, stability,
transition, and reconstruction operations.

Strategic Goal 2: Reorient Capabilities and Forces
2.1: Improve capabilities to prevent and mitigate attacks on U.S. personnel, facilities, and key assets.

2.2:  Deter and defend against transnational terrorist attacks and globally distributed aggressors and shape the choices of countries at
strategic crossroads, while postured for a second, nearly simultaneous campaign.

2.3: Improve intelligence, surveillance, and reconnaissance (ISR) to enhance battlespace awareness.

Strategic Goal 3: Reshape the Defense Enterprise

3.1: Improve acquisition processes and execution to support warfighter requirements.

3.2:  Focus research and development to address warfighting requirements.

3.3:  Implement improved logistics operations to support joint warfighting.

3.4: Maintain capable, efficient, and cost-effective installations to support the DoD workforce.

3.5: Improve financial management and budget and performance integration to support strategic decisions and improve financial
stewardship to the taxpayer.

3.6:  Enable an operational advantage for the DoD, non-DoD partners, and national leadership through the effective and efficient
management of an assured DoD information enterprise.

Strategic Goal 4: Develop a 21st Century Total Force

4.1: Sustain the capacity of the “All-Volunteer” force and enhance the role of the civilian workforce in the total force*.
4.4:  The force is prepared to meeting emerging challenges faced by operational commanders.

4.5:  Ensure the medical readiness of military members.

Strategic Goal 5: Achieve Unity of Effort
5.1:  Build capacity of international partners in fighting the war on terrorism.

*Revised to incorporate prior year strategic objectives 4.2 and 4.3. B309-114
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Figure 2.14 DoD Strategic Goals and Objectives
Linkage to National Defense Strategy and President Obama's Defense Agenda
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reconstruction operations.

9  End the war in Irag and
dedicate more resources in
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counter-terrorism missions
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and mitigate attacks on U.S.
personnel, facilities, and key
assets.
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° Build Defense Capabilities for the 21st Century

° Reorient Forces and Capabilities
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while postured to a second, nearly
simultaneous campaign.
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President Obama's
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« Sustain the capacity of the "All
Volunteer" force and enhance
the role of the civilian workforce
in the total force.

e The force is prepared to meet
emerging challenges faced by
operational commanders.

* Ensure the medical readiness of
military members.

® Invest in a 21st Century Military

» Improve acquisition o
—e processes and execution
to support warfighter
requirements.

Focus research and
development to address
warfighting
requirements.

priorities.

* Implement improved
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support joint warfighting
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¢ Maintain capable,
efficient, and cost-
effective installations to
support the DoD
workforce.

« Improve financial management and budget and performance integration to support strategic decisions and
provide financial stewardship to the taxpayer

* Enable an operational advantage for the DoD, non-DoD partners, and national leadership through the effective
and efficient management of an assured DoD Information Enterprise.

® Reform contracting
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FY 2008 DoD Performance Report

The Department Performance Budget Report for FY 2008
includes 50 DoD-wide or enterprise-level performance targets
and over 300 program-level performance targets distributed
among DoD major mission areas. A copy of the Department’'s
detailed report is available at www.defenselink.mil/dbt. Data on
FY 2008 program results and improvement plan progress can be
found at www.//whitehouse.gov/omb/expectmore/.

Results for five (or 10 percent) of the 50 enterprise-level targets
were not available at the time the DoD report was published for
FY 2008. Since that time, two additional results have been
received, as summarized at Figure 2.15. Three results, related to
acquisition cycle time and cost growth, are still pending analysis
for FY 2008. Based on latest available results, Figure 2.15
indicates that 68 percent (32 performance targets) for FY 2008
were met or exceeded, 21 percent (10 performance targets) were
not met but showed improvement over the prior year, and

11 percent (5 performance targets) were not met. Figure 2.15
also indicates that the Department achieved a 50 percent or
greater success rate in meeting or exceeding the performance
targets applicable to each DoD Strategic Goal.

FY 2009 DoD Performance Plan Changes

The Deputy Secretary of Defense/Chief Management Officer
approved the following changes to performance targets for
enterprise-level focus for FY 2009:

Goal 1: Fight the Long War on Terrorism

e Deleted one performance target, at the request of the Under
Secretary of Defense (Policy), since the result was deemed
outside of the Department’s control:

— Percent DoD personnel contribution to coalition partners’
forces supporting Operation Enduring Freedom (OEF)
and International Security Assistance Force (ISAF)

Figure 2.15 FY 2008 Performance Results by DoD Strategic Goal

DoD Strategic Goal Met or Exceeded

Goal 1 - Fight the Long War on Terrorism 67%
Goal 2 - Reorient Capabilities and Forces 8 80%
Goal 3 - Reshape the Defense Enterprise 6 55%
Goal 4 - Develop a 21st Century Total Force 14 74%
Goal 5 - Achieve Unity of Effort 2 50%
DoD Total 32 68%

Improved Over
Prior Year,
But Did Not Meet

1 33% 0% 100%
1 10% 1 10% 10 100%
4 36% 1 9% 11 100%
2 10% 3 16% 19 100%
2 50% 0 0% 4 100%
10 21% 5 11% 47 100%
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Goal 2: Reorient Capabilities and Forces

e Deleted two performance targets based on achievement of
performance end states in FY 2008 and one performance
target based on new direction from the Under Secretary of
Defense (Intelligence), respectively:

— Percent of DoD reduction in deployed Minuteman Il
Intercontinental Ballistic Missiles (ICBMs) achieved

— Percent of Joint Intelligence Operations Centers (JIOCS)
at initial operating capability (I0C)

— Percent of DoD counterintelligence mission-focused
Technical  Surveillance  Countermeasure (TSCM)
requirements satisfied.

e Added two new performance targets, at the request of the
Under Secretary of Defense (Intelligence), to focus
management attention on improved intelligence sharing:

— Rate of customer satisfaction with DoD HUMINT support

— Percent of CoCOMs rating the Defense Intelligence
Operations Coordination Center (DIOCC) satisfactory or
better.

Goal 4: Develop a 21° Century Total Force

e Added one performance target, at the request of the Under
Secretary of Defense (Personnel and Readiness), to focus
management attention on foreign language training and
cultural awareness needs:

— Percent of operational and contingency language needs
met

Per Figure 2.16, these changes resulted in a net decrease of
one (from 50 to 49) in the number of enterprise-level
performance targets for FY 2009 compared to FY 2008.

FY 2010 DoD Performance Plan Changes

Goal 1: Successfully Conduct Overseas Contingency
Operations

e Deleted the following two performance targets, at the
request of the Under Secretary of Defense (Policy),
associated with training Iragi and Afghan security forces,
pending policy direction from the President:

— Cumulative number of Iragi Security Forces (ISFs) trained

— Cumulative number of Afghan National Security Forces
(ANSFs) trained

e Added one new performance target, at the request of the
Under Secretary of Defense (Personnel and Readiness),
that focuses management attention on the Department’s
overall readiness posture to execute Overseas Contingency
Operations:

— Percent that DoD Combatant Commanders are ready to
execute Current Operations

Goal 2: Reorient Forces and Capabilities

o Deleted three performance targets associated with achieving
performance end states in FY 2008 with regard to the
following defense capabilities:

— Number of National Guard Weapons of Mass
Destruction-Civil Support Teams (WMD-CSTSs) certified
— Number of National Guard Chemical, Biological,
Radiological, Nuclear, and High-Yield Explosive

(CBRNE) Enhanced Force Packages (CERFPs) certified

— Cumulative number of DoD Maritime Pre-position Force
(MPF) ships procured.
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Added three new performance targets, at the request of the
Under Secretary of Defense (Acquisition, Technology, and
Logistics) to focus management attention on the
Departmental initiatives that are designed to prevent and
mitigate attacks on U.S. personnel, facilities, and key assets;

— Percent of treaty-declared category 1 chemical weapons
destroyed

— Cumulative number of zonal diagnostic labs built and
equipped for biological agent detection and response

— Average time required for Joint Biometrics Identify
Program (JBI2P) to provide biometrically enable
intelligence to the lowest echelon warfighter

Added four performance targets, at the request of the Under
Secretary of Defense (Personnel and Readiness), focused
on the President’s defense agenda to expand military needs
on the ground, rebuild Defense capabilities for 21% century
tasks, and focus attention on the Department’'s overall
readiness postures to execute Core/Theater Security
Operations and Contingency Plans:

— Cumulative percent of unit initiatives completed to
balance three Marine Corps Expeditionary Forces
(MEFs) by increasing end strength by 27,000 (from
175,000 to 202,000)

— Percent of 2/3-star Designated Service Headquarters
(DSHQ) certified as Joint Task Force-capable

— Percent that DoD Combatant Commanders (CoCOMs)
are ready to execute Core or Theater Security
Operations

— Percent that DoD Combatant Commanders (CoCOMs)
are ready to execute Contingency Plans

Goal 3: Reshape the Defense Enterprise

Deleted five performance targets, at the request of the Under

Secretary of Defense (Acquisition, Technology, and
Readiness) and the Assistant Secretary of Defense
(Networks & Information/Chief Information  Officer),

respectively, in favor of more refined indicators associated

with acquisition, facilities, housing, and information
technology activities, as follows:
— Average acquisition cycle time for Major Defense

Acquisition Programs (MDAPSs) starting in FY 1992
— Average facilities recapitalization rate

— Number of inadequate family housing units in the
continental United States (CONUS)

— Number of inadequate family housing units outside the
continental United States (OCONUS)

— Percent of information technology business cases
acceptable to the Office of Management and Budget

Added four new performance targets, at the request of the
Under Secretary of Defense (Acquisition, Technology, and
Logistics) that support the President’s direction to reform
contracting, sustain Service members’ housing around the
world, and improve energy efficiency:

— Percent of contract obligations that are competitively
awarded

— Percent of government-owned Family Housing inventory
in the United States at Q1 or Q2 ratings

— Percent of government-owned Family Housing at foreign
locations at Q1 or Q2 ratings
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— Percentage of renewable energy produced or procured
based on DoD’s annual electric energy usage

Added five performance targets, at the request of the
Assistant  Secretary of  Defense (Networks &
Information/Chief  Information  Officer), that focus
management attention on enabling an operational advantage
through an assured DoD Information Enterprise:

— Percent of information technology (IT) and National
Security systems compliant with reporting requirements

— Number of operational availability gaps in protected
MILSATCOM mission area (space segment)

— Number of operational availability gaps in narrowband
MILSATCOM mission area (space segment)

— Percent reduction in the number of point-to-point (P2P)
legacy, cross-domain solution (CDS) connections
between the unclassified NIRPnet and DoD SIPRnet

— Percent of customer computing requirements met by the
Defense Information Services Agency (DISA)

Goal 4: Develop a 21° Century Total Force

Deleted six performance targets, at the requests of the
Under Secretary of Defense (Personnel and Readiness) and
the Under Secretary of Defense (Intelligence), respectively,
based on having completed the most important results
associated with the Defense Travel System and a
preference to focus management attention on overall military
end strength and other civilian manpower initiatives that
support President Obama’s defense agenda:

— Average civilian employee satisfaction rate

— Percent of eligible DoD civilian employees covered
under the National Security Personnel System (NSPS),
as activated

Figure 2.16 FY 2010 Performance Targets

Performance Goals FYy 08 | FY 09

FY 09-10 Change
FY 10

%

TOTAL

%ﬁrieas Contingency) 3 2 1 -1 -50%
(GROe%rizent Forces) 10 9 12 3 33%
&Oeaslhgape the Enterprise) | 1% 14 | 18 4 29%
(CI;DOea\L/I:Irop the Total Force) 19 20 21 1 5%
E;Uonéiltlysof Effort) -75%

4 4 1 -3
— Percent of applicable temporary duty voucher processed
in the Defense Travel System (DTS)

— Percent of applicable Defense Travel authorizations,
requiring air or rental car travel, that utilize the DTS
Reservation Module

— Percent of planned Phase Il

sites fielded

Defense Travel System

— Cumulative number of Defense intelligence components
converted to the Defense Civilian Intelligence Personnel

System (DCIPS)

Added seven new performance targets, at the request of the
Under Secretary of Defense (Personnel and Readiness),
that support, among other things, the President’s direction to
build military capabilities for the 21% century, improve
acquisition, contract management oversight, and the quality
of healthcare:
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— Percent of annual force rebalancing targets achieved

— Cumulative number of DoD civilian and/or military
authorizations added as a result of in-sourcing

— Percent fill-rate for deployable civilian positions

— Percent of military population, whose Quality of Life
(QoL) is improved as a result of living in states or
territories that comply with key DoD QoL issue criteria

— Percent of Service-tailored goals achieved for units
trained in Irregular Warfare and Stability Operations

— Overall Hospital Quality Index score
— DoD TRICARE Prime Enrollee Preventive Health Quality

Secretary of Defense (Public Affairs), respectively, who are
working to develop more outcome-oriented targets for FY 2011
and beyond:

— Annual number of international students participating in
Department-sponsored educational activities

— Number of Strategic Communications plans approved

— Annual number of officers graduated from Joint,
Intermediate, Expeditionary, and Senior Public Affairs
courses

Per Figure 2.16, these changes resulted in a net increase of
nine (from 49 to 53) in the number of enterprise-level
performance targets for FY 2010 compared to FY 2009.

Index score
FY 2010 DoD Performance Assessment

Goal 5: Achieve Unity of Effort

e Deleted three performance targets, at the requests of the
Under Secretary of Defense (Policy) and the Assistant

Figure 2.17 indicates that 34 percent (or 18 DoD enterprise-level
targets) project incremental performance improvement between
FY 2009 and FY 2010.

Figure 2.17 FY 2010 Performance Assessment by DoD Strategic Goal
No Change

DoD Strategic Goal Above _Prio_r from sl Prio_r Ne_vv
Year Projection ST - Year Projection Metric 1/

Goal 1 - Fight the Long War on Terrorism 0 0 0 1 1
Goal 2 - Reorient Capabilities and Forces 8 1 0 3 12
Goal 3 - Reshape the Defense Enterprise 3 10 2 3 18
Goal 4 - Develop a 21st Century Total Force 6 11 2 2 21
Goal 5 - Achieve Unity of Effort 1 0 0 0 1
DoD Total 18 22 4 9 53
% 34% 42% 8% 17% 100%

YNo prior year data for comparison.
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While several performance targets do not reflect incremental
improvement, the FY 2010 targets are considered ambitious in
light of significant external factors that challenge the
Department’s ability to sustain prior year performance levels in a
variety of DoD mission areas. These include, but are not limited
to, performance targets associated with managing Active and
Reserve end strengths and controlling cost growth for Major
Defense Acquisition Programs and military healthcare.

Detailed performance targets, by strategic goal and objective,
are included at the Resource Exhibits section of this summary
justification.

DoD Performance Budget Challenges and Initiatives

OMB Circular A-11, Part 6 addresses preparation and
submission of agency annual performance plans/budgets that
link strategic objectives with costs for achieving targeted levels
of performance. The alignment of the DoD budget among
strategic goals and objectives presents a challenge given:

e The size ($667.9 billion for FY 2010) and complexity of the
Defense budget ($533.8 billion of discretionary base budget
authority (BA), $4.1 billion in mandatory base BA, and
$130 billion of discretionary BA for overseas contingency
operations));

e The absence of DoD budget and accounting systems that
support a “total cost” concept;

e A lack of consensus on a common DoD strategic framework
should will used to support senior level decision-making at
the DoD-wide or enterprise level; and

e The tendency to focus performance targets on outputs vice
the outcomes or results achieved from the outputs.
The DoD Future Year's Defense Program (FYDP) consists of

approximately 6,500 active program elements (PEs) that
describe DoD missions and functions and constitute the basic

building blocks for aggregating resources among strategic goals
and obijectives.

The Defense budget aggregates the approximately
6,500 program elements into approximately 475 budget activities
that are presented to the Congress for funding from
approximately 116 different DoD appropriation accounts. Once
funds are appropriated, these are distributed to approximately
45 different DoD organizations.

The Department remains hindered by the lack of budget and
accounting systems that were not designed to accumulate “total
costs” in any manner other than along appropriation lines. Itis a
labor-intensive effort to update the Department's budget among
its 6,500 program elements in order to present a budget display
by strategic goal and objective. This program update is
completed weeks after the budget justification is submitted. This
precludes the Department from being able to provide a budget
display by DoD strategic goal and objective in the Secretary’s
Summary Justification for FY 2010.

Over the years, the Department has developed a number of
taxonomies that it uses to support strategic-level evaluation and
resource analyses. These include analyses by major force
programs, defense mission categories, forces and infrastructure
categories, and, more recently joint capability portfolios. In FY
2008, the Department adopted a DoD Capability Portfolio
management concept to advise the Deputy Secretary of
Defense on how to optimize investments across the defense
enterprise. The Department’'s strategic guidance for FY 2010
was also issued along these lines and the Department planned
to transition future performance budgets to support this new
strategic framework. However, much work remains to allocate
resources among functional groupings and utilization of the
portfolio concept to support resource decision-making is under
Departmental review.
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The Department’s transition to outcome-oriented performance
measures is still evolving. Many DoD-wide or enterprise-level
performance targets continue to focus on output measures
contained in traditional, appropriation-specific  budget
justification.  In addition, approximately 77 percent of the
Department’'s performance targets are focused on outputs
associated with the DoD infrastructure vice force structure. The
Department looks forward to working with the new
Administration to develop performance targets that reflect the
strategic outcomes Americans care most about.

The Department's Performance Improvement Officer has
partnered with the USD Comptroller to pursue a number of
initiatives, that once implemented, will improve the Department’s
overall performance management process. Major initiatives
include:

e Implementation of quarterly performance reviews to monitor
and report the Department’s compliance against performance
budget targets;

e Automation of current performance data collection and
reporting processes in order to provide performance results
in a more timely and dynamic manner that includes
visualization technology and executive dashboards; and

e Design of a 21* century budget system that includes a
performance module that relates information on the
Department’s strategic goals, objectives, and performance
targets to associated resources.

The Department welcomes the opportunity to brief the Congress
on its FY 2010 performance plan and ensuing performance
management initiatives.
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