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Purpose

To provide an overview of the present

fiscal environment and the importance of

cost analysis in overcoming challenges in
the acquisition lifecycle.
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Agenda

A Fiscal Reality

A Facing the Fiscal Challenge
I Weapon System Acquisition Reform Act, 2009
I Army Cost Culture
I Consideration of Cost Initiatives
I Cost Benefit Analysis

A Cost Analysis as a Remedy

The purpose of the budgetary numbers is to provide a picture of the fiscal environi

U.S. ARMY - e - . o .
« This is not an official budget briefing. Official budgetary information is available frc
‘ E‘ http://asafm.army.mil/offices/BU/BudgetMat.aspx?OfficeCode=1200
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Fiscal Reality: Record Deficits

U.S. Government Surplus (Deficit) as a Percentage of GDR2016- p——
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have every responsibility to help
I Admiral Mike Mullen, Former Chairman of the Joint Chiefs of Staff

Source: Office of Management and Budget, SeptemHer
http://www.whitehouse.gov/omb/budget/Histori
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Fiscal Reality: Post-War Drawdown
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Fiscal Reality:
Budget Control Act of 2011

A Increased debt limit $400B immediately with mechanism for
president to further increase debt limit.

A Phase 1: $917B budget cuts over 10 years, with $21B FY12-
21. Estimate $450B in reductions to DoD over 10 years.

A Established Joint Select Committee on Deficit Reduction
(Ahsuper committeeo) tasked wit
legislation by 23 Nov 11 to cut $1.2T over 10 years.

A Phase 2 i Sequestration: Congress failed to produce debit
reduction bill as described above, automatic $1.2T cuts are
triggered 2013 to 2021, split evenly between security, non-
security.

A Congress required to vote on a constitutional Balanced
Budget Amendment between 1 Oct 11 and 31 Dec 11.
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Fiscal Reality: DoD Budget

Base Discretionary Defense Budget
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Fiscal Reality:
Army Share of the Budget Control Act

Army typically receives 26% of DoD funding; the following table highlights the impact if
takes a 26% proportion of the DoD reduction

DoD Reduction

Army's Reduction

P22 PV pogioion PYISTOA pogicion  TOA.

President's Framework -$400B -$200B -$10.4B $141.2B -$52.0B $713.2B
Deficit Deal Legislation -$450B -$225B -$12.1B $139.5B -$60.3B $704.9B
Sequester ($450B + $600B) -$1,050B -$525B -$27.3B $124.3B -$136.5B | $628.7B
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Army $144.9 (B) FY12 Base Budget

http://comptroller.defense.gov/defbudget/fy2012/FY12_Green 8Bt




Fiscal Reality: DoD is Bill-Payer

FY1965

-

U.S. ARMY

5 CECOM

One Vision, One Mission - The Warfighter.

H
Defense EY2015

= NonDefense bEI)I(-)p[))a;?er
Discretionary h

®m Net Interes

Mandaton 5204

FY2005

50%

9
Source: FY 12 Historical Tables, Budget of the U.S. Governmer



The Federal Budget
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LT Report: Further cuts devastating to military
ey By JIM ABRAMS, Associated Press — 3 days ago

C‘pen Channel on dlz: Msnbc.com

Investigative reporting by msnbe.com and NBC News, with vour story ideas and documents.
Share vour ideas. Read about this new blog. Follow us on Facebook and Twitter.

| About this blog 1 Archives q' Receive e-mail updates ‘ Subsoribe to RSS

K] Recommend 966 A Tweet A7 o Share 338

Report: Pentagon doesn't know where the
money is going
The Defense Department, which has promised to publish a reliable account of how it spends its

money by 2017, has discovered that its financial ledgers are in worse shape than expected and that it

will have to spend billions of dollars in the coming years to make its financial accounting credible, the

oPragiiatism anfd practicaliwust be our watchwords moving-forwar

AP Associated Press
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