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Foreword

Since the publication of the Depot Maintenance Master Plan in August of 2002, the Air Force has made great progress toward modernizing all three of our depots, procuring technologically advanced facilities and equipment and maintaining a highly qualified workforce.  We are on our way to transforming our organic depots into “world class” maintenance repair and overhaul operations.  

New and innovative product support initiatives and process improvements have yielded demonstrable results in FY03.  FY03 was a year that has witnessed great improvement in all areas of depot maintenance: stability, quality, schedule conformance, and efficiency.  

This year’s update to the Master Plan outlines how the Air Force has begun to implement depot maintenance process improvement initiatives.  Over the last year, the depots have made quality and schedule conformance a priority.  Based on a “toolbox” concept of operations, the depots can choose the process method that best fits their maintenance operation.  Tools include Lean, Six Sigma, Simulation and Modeling, in addition to Benchmarking highlighted in last year’s master plan.  Several initiatives using tools such as Six Sigma and Lean, resulted in a reduction in the variance between promised and actual delivery dates.  As the culture changed, on time delivery improved to a high of eighty nine percent by September 2003.  All the tools in the depot “toolbox” will continue to contribute to substantial improvement in quality and on-time delivery in the future. 

This update also outlines adjustments the Air Force made to two of our strategic planning processes.  The Enterprise Management process was renamed “Enterprise Leadership” and Air Force Materiel Command (AFMC) established a new Enterprise Integration Council and a Depot Technology Modernization Planning (DTMP) process.  This new process studies, validates and prioritizes new technology needs and ensures depot facilities, equipment and workforce requirements are planned and programmed.  In addition, the Depot Maintenance Reengineering and Transformation (DMRT) effort was integrated into the Air Force logistics transformation effort collectively called “Expeditionary Logistics for the 21st Century” (eLog21).

Some successes identified in this year’s update include: 1) new centralized depot maintenance organizations were stood up at each of the Air Logistics Centers; 2) the first formal technical training course for new hires has been developed; and 3) in FY02 alone, the Air Force more than doubled the number of public-private partnerships established between FY97 and FY01.  In addition, a total of 30 new partnerships are currently under development.

As the Air Force moves forward in implementing our Depot Maintenance Master Plan, we continuously review process and management improvements, making adjustments when required.  The nearly $150 million increase to the overall level of capital investment that begins in FY04 will remain in place over the next several years.  The process for identifying, prioritizing and selecting candidates for the increased investment is now formalized through a “bottom-up” review beginning at the depots, and moving through a senior level strategic review.  

The Air Force remains committed to maintain a ready and responsive organic depot infrastructure with technologically advanced facilities and equipment and a highly qualified workforce.  This update to the first Air Force Depot Maintenance Master Plan reaffirms our commitment and ensures the three Air Force depots will continue to provide the warfighter “world class” readiness and combat capability for the long term.  

Executive Summary

The Air Force Depot Maintenance Strategy and Master Plan reflect the essential requirement for the Air Force to maintain a ready and controlled source of organic technical competence to ensure an effective and timely response to national defense contingencies and emergency requirements.  

Given the importance of depot maintenance to the national defense, the Air Force has formulated a vision to provide Agile Combat Support to the warfighter.  The vision is to ensure Air Force weapon systems and equipment are safe and ready to operate across the whole spectrum of operations, from training to major theater wars.  Focused support to the warfighter through seamless, integrated use of both Air Force “world class” organic depots and the private sector industrial base is the method by which the Air Force achieves that vision.  The depot maintenance strategy implements this vision and leverages the core competencies of both the public and private industrial and technology sectors.  Partnering with the private sector to ensure capabilities which complement Air Force organic depot maintenance is key to the plan.  Responsive, warfighter-identified, performance specifications ensure conformance with the Defense Planning Guidance.  

The Air Force Depot Maintenance Strategy and Master Plan provide a roadmap to ensure the continuing viability of the three organic depots.  The master plan postures the Air Force depots to support new weapon system technologies, as well as aging systems.  The strategy and master plan incorporate new and innovative product support approaches such as Performance Based Logistics, and continuous technology insertion.  Implementation of the plan requires an increase to the overall level of capital investment by approximately $150 million a year over the next several years.  The Air Force is committed to maintain a ready and responsive “world class” organic depot infrastructure with technologically advanced facilities and equipment and a highly qualified workforce.

Strategic Planning Process

To support the national military strategy, the Air Force developed a depot maintenance strategic planning process.  The strategic planning process includes a number of inter-related processes needed to achieve the overall Air Force vision.  These processes are:

· Biennial core determination process

· Process Improvements through Lean, Six Sigma, Benchmarking, and Simulation/Modeling

· Annual review of public-private partnering

· The Source of Repair Assignment Process (SORAP) through the Enterprise Leadership Process

· Annual review of Depot Maintenance Management Improvements through Logistics Transformation initiatives 

· Annual tracking of process improvements through standard metrics 

· Tying strategic planning to resources through the Planning, Programming, Budgeting and Execution System (PPBE)

· Annual review of legislative and policy changes

All of the above processes are essential to the Air Force vision and are carefully integrated into the overall plan.

Biennial Core Determination Process

Core determination is based on the essential requirement for the Air Force to maintain a ready and controlled source of organic technical competence to ensure effective and timely response to national defense contingencies and emergency requirements.  The first step in evaluating requirements is to size how much capability of what kind is required.  Since the early 1990s, the DoD core concept has employed a methodology designed to determine which depot maintenance capability must be maintained in organic depots to meet readiness and sustainability requirements for the weapon systems supporting the Joint Chiefs of Staff (JCS) contingency scenarios.  This methodology requires the Air Force to identify the number and types of weapon systems tasked by the JCS war-fighting scenarios and to compute organic depot-level maintenance capability requirements for those systems.  The methodology results in the determination of peacetime workload required to sustain the core capability (skills, facilities, and equipment) needed to support wartime and contingency requirements.  Incorporation of new technology into core capability is a part of the determination.  Essentially, resource requirements to support normal, contingency, and wartime operational requirements are identified through the core process. 

Given limited resources, the Air Force must properly position depot capabilities by focusing on those requirements that are most important operationally as well as those requirements where the Air Force possesses unique capabilities.  The Air Force places priority on the most critical surge and warfighting requirements, and accepts more risk in areas where there is widespread commercial capability and the government offers no unique value.  Ultimately the Air Force tailors capabilities to priorities and to tasks that the Air Force is uniquely suited to do, and does well.  For example, the focus on maintenance of fighter engines reflects a unique core specialty of the Air Force.  Alternatively, the Air Force does not duplicate organic capability for high bypass commercial turbofan engines, which are essentially commercial derivatives and for which there is wide spread commercial capability to support Air Force needs.  By carefully analyzing and prioritizing any capability “gap” or modernization proposal between requirements and capacity, investments are focused on the things that are most important operationally and for which the Air Force is uniquely suited.  This same thinking is applied to new systems and equipment entering the inventory.  The master plan targets new systems for opportunities to bring in technology to resolve shortfalls in core capabilities.  

Core capability is composed of human resource skills, facilities and equipment assessed and grouped within technology areas.  The Air Force calls these technology areas Technology Repair Centers (TRCs).  The Air Force has thirty-four TRCs.  Some examples of TRCs are landing gear, airborne electronics, engines, instruments, and cargo/tanker aircraft.  

To build the depot maintenance master plan, the Air Force assessed current and future core requirements and then matched them to the current and planned capabilities and capacity of the organic depots.  The methodology identifies shortfalls or “gaps” in current and planned capabilities/workloads and assigns priorities.  The “gaps” are then assessed through other strategic planning processes, i.e., what can be achieved through partnerships; what process improvements might help offset investment; what legislative relief is needed, and what is potentially affordable.  For example, within the commodities area, the instruments TRC needs additional core capabilities.  Repair of instruments on the F/A-22, C-17 and F-35 (Joint Strike Fighter) have been identified to fill this shortfall.  That strategy is embedded in the analysis and development of the master plan. The resulting roadmap by weapon system platform, best meets Air Force objectives within the bounds of operational risk and affordability.  
Core-Plus

In addition to sustaining core needs, the Air Force must also consider additional workloads needed to make depot facilities more efficient and effective in enabling rapid and flexible support of operational contingencies.  For all additional depot level maintenance and repair requirements, the Air Force uses a “best value” analysis for allocating responsibility for workload accomplishment.  The Air Force must account for “last source” capabilities that industry will not provide because the work is old, low-volume, and unprofitable.  It includes workloads generated by recent consolidations of repair facilities within DoD and by inter-service, interagency or foreign military sales.  Sufficient capability to provide a credible competitive alternative as determined by best value or formal competitive awards must also be retained.  These additional requirements are called “core-plus”.  Core-Plus, then, is critically important, ensuring organic depot maintenance capability to complement core and assist the Air Force with complying with 10 U.S.C. § 2466 (50/50 law).  Core-Plus has been established as the starting point for workloading the Air Force depots.

Process Improvement (Lean, Six Sigma, Benchmarking, Simulation/Modeling)
This year, we include Lean, Six Sigma and Simulation/Modeling in addition to Benchmarking as principal methods for process improvement at the depots.

· Benchmarking is the process by which the Air Force identifies candidate processes for improvement, finds and adapts best practices, and then establishes comparative metrics with “best-in-class” entities.  Headquarters Air Force Materiel Command (HQ AFMC) is benchmarking production, financial, quality, and safety processes, both externally and internally.  

· Lean is an innovative approach pioneered in the 1980s by Japanese automakers as a way to focus on cutting waste to avoid cost while improving output.  Lean focuses on eliminating “non value added” motions in work processes.

· Six Sigma is a set of statistical and management tools.  Six Sigma applies statistical tools to raw data to provide information that leads to process improvements.  Six Sigma concentrates on eliminating defects, reducing variation, and improving quality.

· Simulation/Modeling is the execution of a model of the operation(s) of some real system (e.g., the day-to-day operation of a bank, the running of an assembly line in a factory, the staff assignment of a hospital, etc.) with the purpose of providing insight into implications of change with respect to time and throughput without incurring the costs of experimenting with real systems.

Management offices have been set up at all three Air Logistics Centers (ALCs) and teams are actively improving processes using a mixture of Benchmarking, Lean, Six Sigma, and Simulation methods.  The teams are focused in the short term on processes that are stable, but deficient in key performance categories.  Completed, in-work and future external benchmark documentation templates are posted on shop floors where the process exists.

In the long term, HQ AFMC plans to implement measurement and process improvement software tools that measure all levels using a standard stoplight alert measure.  The expected outcome is to institutionalize improvements and stabilize the process.  Sources of variation and processes that are of no value are eliminated.  Expected results are a dramatic improvement in floor space utilization, reduced work-in-process (WIP), reduced flow days, increased on-time delivery (meeting the schedule), and increased productivity.  
Annual Review of Public-Private Partnerships
Given the demand for high quality and timely depot level repair to support military operations, the Air Force utilizes the capabilities from both the public and private sectors to take advantage of what each does best.  Both the public depots and the private sector industrial repair base are essential over the long-term to ensure the Air Force's ability to achieve operational objectives.  Each possesses complementary capabilities that must be integrated in efficient and effective ways to ensure best value life cycle support.  Public-private partnerships when well planned and properly leveraged offer the Air Force improved lifetime performance and sustainment.  

Public-private partnerships leverage the best of public and private core competencies and can be accomplished through new and innovative product support arrangements.  As the Air Force shifts to acquisition and sustainment strategies that include "living" weapon systems with long life cycles, long-term partnerships between government depots and private sector providers are essential to minimize life cycle costs.  Spiral development and modernization requires developers and sustainers to employ integrated team approaches to maintain force readiness and sustainment even as fielded systems undergo modernization.  

Our latest review of Air Force partnerships shows an additional 13 arrangements were established in FY02, more than doubling the number of partnerships established between 1997-2001.  In addition, a total of 30 new partnerships are currently under development.

Partnerships that include sharing of investments can benefit both the public and private sectors.  For example, utilizing the same facilities and equipment used to produce new systems to provide non-core depot maintenance may result in savings based on a best value assessment.  Also, the sharing of facilities, either commercial or government owned, may result in savings by reducing overhead costs.  Joint use facilities provide additional benefits by facilitating earlier identification of leading-edge applications for both new weapon system and repair technology developments.  Capitalizing on the investment in production start up equipment through sharing and transfer, offers another potential area for creative partnering and overall cost reduction as does sharing of costs for investment in repair equipment.  The Air Force believes that substantial cost sharing and cost savings can be achieved by addressing equipment investment needs through partnership agreements.  

Sharing of technical data through partnership relationships for depot level maintenance mitigates the expensive requirement for up-front acquisition of complete technical data packages for depot maintenance.  Partnership relationships (e.g., a licensing arrangement) require development of technical data strategies that enable government providers of depot maintenance full access to contractor data required to develop repair procedures (including test program sets for automatic test equipment) via partnership agreements spanning the weapon system life cycle.  Further cost reductions could be achieved by having original equipment manufacturers on site at the centers.  This on site presence should shorten engineering disposition times and decrease the time an asset is in depot for overhaul.  Access to technical data is also important for ensuring that the government retains the option to change or adjust the roles and responsibilities within the partnership over time as circumstances dictate.  

Current legislation provides multiple avenues for public-private partnering.  These range from shared facilities, to government-furnished supplies and services, to direct sales agreements.  In a teaming arrangement, the public and private partners accomplish DoD work jointly through a contractual relationship.  Some partnerships are established by contract under statutory authority, others are workshare arrangements using Memorandums of Agreement (MOAs).  Partnering relationships can include core work delivered by government depots. 

Weapon system support concepts are transitioning from the traditional “organic” or “contractor” modes of support to a more flexible mix of responsibilities based on long term performance based partnerships.  This approach leads to a change in the logistics sustainment environment, increasing the need for public-private cooperative arrangements and partnerships.  The strategy for developing repair capability is based on core requirements while using partnering, dual sourcing or a combination of both.  This provides the most flexibility in providing maximum readiness and best value support to operational forces.

Partnering is the key element of the strategy to bring new workloads, systems and technologies into the organic depots.  As older systems retire and the Air Force begins bringing in new systems and equipment, existing workloads must be replaced by new workloads targeted to meet core capability needs.  In some cases the advanced technologies embedded in these new systems represent new technologies needed in the depots.  Consequently, the Air Force strategy involves taking steps to implement partnering agreements earlier in the planning for new systems and equipment.  Specifically, the Air Force issued a joint Assistant Secretary of the Air Force for Acquisition and Headquarters Air Force Materiel Command policy memo directing all current and projected acquisition programs to insert partnering into their support planning concepts as early as possible in the development and acquisition process.  If the acquisition strategy anticipates competitive proposals and contemplates partnering, partnering must be addressed as part of the evaluation of offeror’s proposals.  The policy memorandum also directs all of the system program offices currently in acquisition that have not already done so, to begin partnering discussions between their contractors and their designated organic depot organizations.  The objective is to plan for these agreements over the next 24-36 months for all major acquisition systems.  The result of these partnering efforts is embedded in the master plan. 

Source of Repair Assignment Process (SORAP) and Product Support Management Plans (PSMPs) 

SORAP is the primary method by which depot maintenance posturing decisions are made for both hardware and software.  It applies to both new acquisition and fielded programs.  It is designed to ensure compliance with all applicable factors, including public law, that merit consideration in achieving a best value source of repair.  The SORAP consists of three reviews: 1) a core candidate assessment (Title 10 USC § 2464); 2) a 50/50 assessment (Title 10 USC § 2466); and 3) a costing effort to determine best value.  The SORAP is required early in the acquisition process in accordance with AFI 63-107, Integrated Product Support Planning and Assessment.
Detailed information for identifying opportunities affecting depot maintenance is available in the Product Support Management Plans (PSMPs) developed by the Single Managers (SMs).  These PSMPs describe the product support strategies over the life cycle for all programs in accordance with AFI 63-107, Integrated Product Support Planning and Assessment.  Another source of depot maintenance requirements/planning information is the Depot Maintenance Mission Area (DMMA) Operating Plan, and the Air Logistics Centers' Execution Strategies.
Air Force Corporate View of Depot Maintenance

The Air Force recognizes the necessity to manage depots as a corporate asset consistent with the needs of the corporate Air Force.  Depot planning and the results of the SORAPs are integrated into the Air Force strategic planning and programming process. Integrated, systems-of-systems approach for maintaining the organic depot infrastructure, equipment, and human capital over the long term must be provided.  The focus of Air Force decision-making is shifting from a program-centric to capabilities-based enterprise-wide perspective to promote commonality and consistency across weapon systems.  This broader perspective helps to:

· Promote greater commonality across weapon systems (reduce depot maintenance weapon system unique workload);  
· Introduce advanced technologies into depot maintenance repair processes and capabilities (foster cooperation among Air Force Research Labs, the Aging Aircraft Program Office, and ALC depot maintenance planners);  
· Reduce life cycle costs (reduce development/production/maintenance of unique support equipment/facilities, and take a macro look at diminishing manufacturing situations).
Technology modernization and insertion is accomplished through the Depot Technology Modernization Planning (DTMP) process.  During the AFMC DTMP process, technology needs are prioritized, validated, and recommended for further development by various projects, research & development, and/or implementation programs.  Requirements are validated to ensure a match between existing and planned requirements for weapon system support and depot strategies.  An integral part of the process is the corporate Air Force oversight that ensures depot facilities, equipment and workforce requirements are planned and programmed.

Since it is imperative that depot maintenance planning be included early in the system acquisition process, the depot maintenance community will be a full participant in Applied Technology Councils (ATC) and Acquisition Strategy Panels (ASP).  

The Air Force will maintain a current long-range depot plan to support resource decision-making through the Air Force Resource Allocation Process (AFRAP) and the Air Force Capability Investment Strategy (AFCIS) corporate processes.  This significantly improves the link between depot infrastructure planning and the resource process.  Without a strategic plan and limited leadership visibility in the past, depot requirements have had difficulty competing for resources.  This new process ensures leadership review and approval of depot long-range planning and a fair opportunity to compete for resources within the overall Air Force budget.

One construct that the Air Force is using to provide this corporate view is Enterprise Leadership (EL), an enabling process established to implement the CSAF’s sight picture to support transformation to a capabilities-based Expeditionary Air Force.  The EL process supports AF decision-making through the development of horizontally integrated technical solutions to satisfy capability needs.  The EL process provides a methodology for identifying, developing, fielding and supporting technical solutions that provide new or enhanced warfighting capabilities to our Expeditionary Air & Space Force.

The Air Force Materiel Command and Air Force Space Command have established four Enterprise Leaders based on major Air Force product lines:  Aeronautical (ASC/CC), Air Armament (AAC/CC), C4ISR (ESC/CC), and Space and Missiles (SMC/CC).  The process of integrating EL activities includes a major focus on sustainment.  An EL Sustainment Process team has been chartered with the following objectives:

· Identification of current and future technology capabilities identified through the Depot Long Range Strategy, capability-based CONOPS, and CRRAs; 
· Comparison of these capability requirements to potential core depot maintenance processes; and 
· Development of a prioritized list of application, insertion, and development technologies to be pursued by AFMC.
The efforts of EL Sustainment Process team will also feed the existing Applied Technology Council process at Air Force Materiel Command.
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Figure 1 below conveys the Enterprise Leadership vision, purpose, benefits, responsibilities, and its application to Air Force depot maintenance.

Annual Review of Organic Depot Maintenance Management Improvements (Logistics Transformation Initiatives)

In July 2001, the Air Force chartered a complementary effort to implement the Depot Maintenance Master Plan, known as Depot Maintenance Reengineering and Transformation (DMRT).  The DMRT effort was a fundamental review of organic depot maintenance processes.  The purpose of this review was to 1) improve depot maintenance support to the warfighter; and 2) improve depot maintenance financial performance.  The DMRT evaluated changes in all aspects of organic depot operations including workload and production management, workforce development, materiel support, organization, infrastructure, financial management, information technology, and metrics.  The DMRT effort evolved over time through a series of senior leadership reviews designed to improve and expedite the logistics transformation process.  Continuing depot transformation efforts are now integrated into the Air Force logistics transformation efforts collectively called “Expeditionary Logistics for the 21st Century” (eLog21).  Air Force transformation initiatives have been fully developed, with implementation scheduled over the next several years.  These efforts tie directly into the Depot Maintenance Master Plan. 

Workload/Production Process Improvements

During the review phase of DMRT, we found that the AF lacked a corporate strategy and consistent approach to implement process improvements throughout depot maintenance.  The process improvement techniques discussed earlier in this Master Plan were developed from this discovery.  Additionally, we realized that successful implementation of the process improvement strategy requires active workforce participation to succeed.  As a result, we have made significant investments to train and educate the workforce on the various tools to empower them to improve the way they do business from the shop floor up.  We have made great progress in implementing a standard process improvement strategy and the depot maintenance community is absolutely committed to improving repair processes to provide world class support to the warfighters.

Financial Process Improvements

There are several issues associated with the Working Capital Fund (WCF) that are being addressed by the Financial Transformation Team.  Financial improvement initiatives include a Program Objective Memorandum (POM) for the WCF.  This allows the ALCs to plan for WCF needs such as Capital Purchase Program (CPP) and Maintenance and Repair (M&R) over the complete six to seven year future year defense plan (FYDP).  Additionally, the Financial Transformation Team is developing a predictive requirements and budget model and investigating the potential integration of the Materiel Support Division (spares support) and the Depot Maintenance Activity Group (depot maintenance support) in the Air Force Working Capital Fund.  This change could eliminate intra-fund inefficiencies and costs while optimizing warfighter support via combined wholesale supply and depot maintenance functions.  The financial team is removing contract depot maintenance from the WCF, placing those costs in weapon system appropriation accounts in order to improve the disjointed customer /provider relationship of contract funds.  This change improves contract accountability for performance and ties contract growth to the appropriate user instead of recovering costs from all customers through the WCF, eliminating financial losses in the WCF resulting from contract cost increases.  

Another WCF issue under discussion is the cost to surge.  The government must necessarily keep additional depot maintenance capacity available to surge during wartime or to accommodate technical surprises.  Surge costs are now captured as part of WCF costs.  The Air Force is in the process of identifying surge costs and determining if these costs should be held outside of the WCF. 

Organizational Structure Improvements
On 1 October 2002, a new centralized depot maintenance organization stood up at each of the Air Logistics Centers in an effort to clarify lines of accountability, responsibility and authority.  This new structure creates a clear chain of command focused on depot maintenance, facilitates rapid resource allocation and reallocation, and enables the consistent application of maintenance policies and procedures.  Centralized maintenance functions focus on efficient, effective, high-quality depot level products to fully support the warfighters.

Workforce improvements

Some of the major challenges facing the depots are the aging workforce and the ability to recruit, hire, and retain specific depot maintenance skills in a highly competitive labor market.  The Air Force is addressing this concern through several ongoing efforts.  One initiative is a formal apprenticeship program for maintenance technicians ensuring a homegrown cadre of skilled craftsmen.  These apprenticeship programs may also be enriched with training leading to Federal Aviation Administration (FAA) certification, complementing achievement of Air Force Operational Safety, Suitability, and Effectiveness objectives.  The service is working with local schools and community colleges to develop school-to-work technical education programs, featuring part-time cooperative and intern positions, which lead to full-time apprentice positions in the depot maintenance workforce.  The Air Force is establishing formal programs for continuous task review to identify those tasks that can be accomplished by anyone with basic technical skills (thereby improving flexible and efficient task assignment) and those who are candidates for cross-training or multi-skilled specialists.  These task reviews, in turn, reveal requirements for updated or advanced technical training for the depot maintenance workforce.

New technology training requirements are addressed primarily through partnership with industry, schools/colleges and AF/DoD laboratories.  Joint use facilities and equipment are used to provide the latest types of training activities.  Improved training methods (i.e., computer-based training) are being introduced along with technical data innovations using digital presentation and access to enhance hands-on proficiency training on new systems and technologies.

Finally, the Workforce Transformation Team has established a separate depot maintenance training organization at each ALC to provide maintenance orientation and technical training for new hires and maintenance first-line supervisory training.  A maintenance professional development course is also in development.  Additionally, the transformation office is looking at the appraisals and awards system and exploring methods to improve the responsiveness of the hiring process.  The sum of these efforts should allow the Air Force to ensure access to a technically competent workforce over the long term.  

Materiel Support

Materiel support is critical to improve depot throughput and reduced customer wait time.  In order to provide responsive materiel support to meet depot maintenance workload requirements, the Air Force is focused on improving spares forecasting, implementing collaborative demand planning, and improving the bill of materiel process and stock levels of consumable items.  The Air Force is evaluating commercial off-the-shelf information technology alternatives for demand planning and is expanding strategic sourcing and other partnership arrangements.  Other initiatives include full support for sustaining engineering and the Improved Item Replacement Program, both of which provide increased reliability of repairable assets.  
Infrastructure Improvements
Transformation infrastructure initiatives include formalizing the depot infrastructure planning process.  The Air Force strategic planning process includes planning for depot infrastructure needs on an annual basis.  HQ USAF and HQ AFMC are jointly developing formal depot infrastructure master plan policy guidance to the ALCs in order to formalize the Air Force Depot Maintenance strategy and master planning process. 

Infrastructure improvements include improving the depots preventative and predictive maintenance programs and training for the depot workforce in the capital purchase program and economic analysis processes.  The Air Force is streamlining the maintenance & repair budget process and procedures to help smooth out the process and prioritization of small maintenance and repair requirements.  

Information Technology (IT) Initiatives

Several problems with depot maintenance IT systems were identified.  The lack of an integrated IT strategy led to duplicative depot maintenance systems development.  Additionally, there are multiple systems for data input on the shop floor and often the system input is manual, driving mechanics to spend valuable production time inputting data instead of “turning wrenches”.  To address these issues, the AF first developed a comprehensive depot maintenance strategic planning process to guide their IT efforts.  Other initiatives include developing a Depot X operation to test changes to IT systems before they are fielded, and defining Automatic Identification Technology requirements to reduce and eliminate shop floor data inputs.

Annual Tracking of Process Improvements Through Standard Metrics

In order to measure the success of the depot maintenance improvements and implementation of the strategy and master plan, the Air Force is establishing a standard set of warfighter focused metrics.  Standard performance measures for depot maintenance production, depot maintenance quality and cost that are balanced and related to strategic objectives are currently being finalized.  The Metrics Transformation Team surveyed both the ALCs and the warfighter customers to identify goals, missions and metrics.  The team assessed current metrics and developed new metrics to address shortcomings.  The next step is to develop a metrics tracking system that will automate the measurement of depot performance and provide a method of visibly displaying them on the shop floor.  These metrics will ensure depot maintenance and the warfighter are working towards the same goals. 

Tie Strategic Planning to the Resource Process (PPBE)

Capital Investments

The final element of the overall depot strategy is to ensure an increase to the overall level of direct investment is maintained.  The Air Force targets highest priority requirements to ensure an adequate return operationally and financially on investments.  Prior to programming the FY04 requirements, the level of capital investment (excluding Maintenance and Repair costs) averaged around three percent of revenue or about $140M per year.  This is a substantial investment in the context of the overall Air Force budget, but was insufficient to overcome the backlog that has developed over time to invest in new systems and technologies, and to modernize existing plant and equipment.  Given overall resource constraints, the Air Force committed to a substantial increase of approximately $150 million annually through fiscal year 2009 over the current investment levels.  This doubles prior investment levels and raises the Air Force’s capital investment level of roughly six to seven percent of revenue per year, comparable to the commercial sector.   

The plan targets the Air Force’s highest priorities, promotes transformation of depot maintenance processes/operations, and eliminates the investment backlog over the next ten to twelve years.  It includes the Capital Purchase Program for equipment, Sustainment, Restoration and Modernization (SRM) programs for facilities, transformation opportunities and initiatives, technical data, and training.  Investment requirements for future depot maintenance activation will be planned and programmed through the normal process and remain the responsibility of the Single Manager. 

Within Air Force Materiel Command there is an on-going effort underway to develop a single integrated infrastructure plan and link it to this Master Plan and the Air Force Strategy.  An integrated infrastructure plan will provide the Air Force with needed visibility of infrastructure planning and implementation.  The plan is being developed to pull together various infrastructure investment programs and will provide guidance, summarize requirements and highlight success stories resulting from implementation of the infrastructure strategy. The processes for identifying, prioritizing and selecting candidates for the $150M was formalized and a guidance package was issued for developing candidates for FY06 and throughout the Future Years Defense Program.  In addition, the processes associated with the streamlined Capital Purchases Program (CPP) and the MILCON and Maintenance & Repair will also be incorporated.  

Capital Purchases Program (CPP)
The CPP replaces, modernizes, and transforms current infrastructure capabilities. We identified an equipment backlog of $200 million, which is required to catch up from previous years’ underfunding.  The additional requirement generates a proposed funding threshold that exceeds budgeted depreciation amounts included in planned sales rates. The Air Force will start buying down this bow wave of capital needs beginning in FY04 and will recover the backlog over a ten-year timeframe.

Sustainment, Restoration and Modernization (SRM) of Facilities 

The SRM concept considers all aspects of facility investment including both Maintenance and Repair (M&R) and MILCON funds.  Depot facility requirements will be met through sustaining existing facilities, restoring and modernizing them.  OSD’s Facility Sustainment Model (FSM) defines the level of funding necessary to properly sustain our depot facilities.  Fully funding that sustainment level will ensure ALCs can meet mission requirements.  This strategy also invests in restoration and modernization necessary to achieve OSD’s 67-year facility recapitalization rate by 2008.  Both the working capital funds facility investments and military construction (MILCON) can help achieve the 67 year re-capitalization rate, reduce the backlog of facility requirements, and improve our depot facilities to an Installation Readiness Rating (IRR) of C-2 or better (some deficiencies with a limited impact on capability to perform required mission).  

The MILCON portion of the facilities SRM investment plan covers all known and projected MILCON requirements, including new mission workloads and new or refurbished commodity facilities such as engines, corrosion control, software, etc. 

As discussed earlier, the Air Force wants to utilize the capabilities from both the public and private sectors to take advantage of what each does best through partnerships.  Partnerships that include sharing of capital investments can benefit both the public and private sectors.  Both sectors can benefit by gaining access to economical production facilities, avoiding the need to finance investment in duplicative capabilities.  Long-term partnership agreements provide the financial incentive to invest in new capability.

Investment Summary

AF Investment – FY04 PB
	
	
	
	
	
	

	Dollars in TY $M
	FY04
	FY05
	FY06
	FY07
	FY08
	FY09
	Total

	TOTAL NEW INVESTMENT 
	144
	145
	150
	150
	150
	150
	889


During strategy development, it became apparent that current investment policies needed to be re-assessed.  The strategy proposes to change depot capitalization investment funding to a corporate enterprise-wide approach vice today’s program-centric approach.  Today, there are separate appropriation lines for each new system that pays for depot activation and a separate line for legacy system re-capitalization through the Working Capital Fund.  The weapon system centric focus and real world dynamics of acquisition programs do not provide incentives to system program managers to invest in the organic depots.  Consequently, the Air Force continues to experience funding disconnects for implementing approved organic decisions, and little programming for new implementations.  Conversely, funding for legacy system re-capitalization needs are managed centrally and allocated based on merit to the highest priority within the available funding.  To fix this problem, the Air Force created a single capital investment funding appropriation line, which accounts for new system depot activation costs beginning in the FY04 President’s Budget.  This single funding appropriation line consolidates depot capitalization requirements, provides visibility of depot needs, and allocates available funding to the highest priority need.  

Workforce Improvement Costs

The workforce improvements identified by Transformation Initiatives and this Depot Maintenance Master Plan require resources.  The AF FY04 budget includes costs associated with the production workforce training, management (supervisory) training, and setting up a training organization.  The Air Force has also approved additional costs associated with special salary rates for engineers and software programmers.  

Annual Review of Legislative and/or Policy Changes

After review of fiscal year 2004 legislative initiative results, it was determined that there are no additional changes to depot maintenance legislation required at this time to implement the Air Force Depot Maintenance Master Plan.  

Master Plan Roadmap
As a result of identified shortfalls, the Air Force built an Integrated Strategy Summary, or roadmap, shown below.  The roadmap looks at future weapon systems and equipment upgrades out to the year 2020, investments in current processes, and needed changes to Air Force policy.  
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In order to identify the future workloads needed to sustain core capabilities, the Air Force assessed the status of new weapon systems and modifications while looking at current weapon system phase-outs.  The roadmap lays out a timeline to establish organic capability for specific workloads to resolve core capability shortfalls by weapon system platform or modification identified. 

The timeline outlines the major events required to activate an organic capability.  These events include initiation of partnering discussions early in the acquisition process, which is key to maximizing the capabilities of both the public and private sector, initiation of the Source of Repair Assignment Process (SORAP) and initiation of Military Construction requirements and estimates.  The SORAP is to be accomplished early in the acquisition cycle in order to provide the additional workloads needed in order to retain the organic core capability to meet contingencies.  The recapitalization investments are those needed to improve outdated processes and enhance production throughput.  

The roadmap also addresses needed product support and maintenance policy changes to implement the plan.  These policies provide the direction and guidance to all programs to address life cycle, performance-based product support and ensure the Air Force maintains organic core capabilities. 

The events for identified weapon systems were reviewed within the Air Force and updated from the 2002 Depot Maintenance Master Plan.  The milestones reflect the current forecast.  In comparison to the 2002 Depot Maintenance Master Plan there have been some noteworthy changes.  For example, the F/A-22 initiation of partnering discussions for airframe workload is underway in FY03 rather than FY08.  Depot activation, previously forecast for FY09, is now projected to start in FY06 pending funding availability.  The C-5 Reliability Enhancement and Re-engining Program (RERP) indicates the partnering discussions will begin in FY04 rather than FY06.  The CV-22 is slated to have depot capability at Naval Air Depot Cherry Point in the FY09 timeframe.  The C-130 AMP depot activation has moved up to the 4th quarter of FY07 with partnering discussions initiated in FY03.  Partnering discussions on the C-130J also began in FY03.  In addition, we have made great progress in the expansion of the Air Force partnership with industry on the C-17.  Commitments from both Air Force and industry will yield depot repair capabilities at each ALC.  What is important is the program office recognition of the need to accomplish the events in a timely manner.  Conducting SORAPs, initiating partnering discussions, planning for MILCON and equipment needs, developing timely cost estimates and planning for depot activation or long-term sustainment are essential to establishing and maintaining organic core capability.

Summary
The Air Force mission is continually changing along with the nature of warfighting.  Even with these changes, the Air Force still needs a robust organic capability to meet core requirements.  To do this, the Air Force must make changes in the way it does business to become effective, efficient, and to remain technically relevant.  The service must accept some risk, as affordability is a tough challenge.  The master plan incorporates a carefully crafted roadmap that attempts to balance competing interests and needs within expected resources.  The Air Force Depot Maintenance Master Plan provides a road map to provide a robust organic depot capability.  The plan postures the Air Force depots to support new weapon system technologies, as well as aging systems.  Aggressive implementation of new and innovative product support approaches, such as Performance Based Logistics initiatives and continuous technology insertion, are needed to accomplish the plan.

The Air Force is committed to maintaining a healthy, effective, and efficient organic depot infrastructure that is ready and responsive with facilities and equipment that are technologically advanced and with a workforce that is highly qualified.  This plan ensures the three organic depots continue as key contributors to maintaining Air Force readiness and combat capability across the full spectrum of military operations for the long term. 
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