MEMORANDUM FOR AFMS COUNCIL MEMBERS

FROM:  HQ USAF/SGMP

SUBJECT:  AFMS Council Minutes, 1 Apr 04

1.  Called to order:  1030

2.  Attendance:

a. Members Present:

Maj Gen Roudebush, Chair

SG2

Maj Gen Brannon


SGC

Maj Gen Kelley


SGO

Col Demitry



SGR

Col Graham



SGM

Col Lenahan



SGY

b. Members absent without representation:  None

c. MAJCOMs Present:

ACC
AFSOC
PACAF
11 MDG

AETC
AFSPC
USAFE

AFMC
AMC
USAFA

3.
FY06-11 POM Brief  – Col Miller

· Maj Gen Roudebush acknowledged all of the hard work by the MAJCOMs and Air Staff AOs that has gone into this process.  He noted that the process, while not perfect, is far better than in the past

· Col Miller said the purpose of the briefing is to finalize AFMS programs for the FY06-11 POM and to obtain the AFMS Council’s recommendation to the SG on internal bills and FY06-11 POM option

· Timeline:

· SG Vector Check:  6 Apr 04

· Formal POM Brief to SG:  16 Apr 04

· Briefings to AF Corporate Structure:  Early May 04

· Col Miller reviewed key resource assumptions:

· Fiscal guidance based on FY05 President’s Budget

· Inflation based on specific rates as dictated by OSD

· Baselines adjusted for fact-of-life program changes

· Manpower TOA unchanged across FYDP

· External bills generated from actions external to the AFMS (e.g., TNex)

· Dialogue to continue with TMA over next few weeks

· Accrual fund productivity will remain constant to FY03

· Long View approach guided POM build

· MTF efficiencies in PBD041 should be booked against Revised Financing

· Increase in Third Party Collections will help mitigate bills

· Questions/Issues from Vector Check with SG:

· Why a 3% enrollment projection?

· Enrollment growth averaged 4.88% per year for FY99-03

· FY04 enrollment decline (as of Mar 04) attributed to non-AF AD & ADFM (e.g., decline in Army reservists on active duty)

· Laydown was based on conservative projection

· What is AFA/Nellis SCO ROI?

· Hard to quantify ROI, but can use lessons-learned from SCO pilot sites to enhance SCO (what markets to select and how to lay it down)

· Strong PCO enhances referral base for SCO success

· Case mix limited without network and non-Prime referrals

· Market selection is pivotal

· Strong Group Practice Manager needed to launch program

· Recapture lag factors make first year difficult

· Medical Operations Panel is cautiously optimistic of positive ROI

· Must enhance PCO and fix chokepoints of inpatient and peri-operative capabilities

· Why the large increase in Aerospace?  Need for them to brief SG on their plan

· SGOP and AO Panel Chair briefed the SG

· Reiterated mission increase for Public Health & BEE

· Explained PH & BEE PLATT increases

· Explained reengineered Health Promotions

· As a result of the vector check, the SG approved the following:

· Enrollment projection (pending decision)

· Accepted forecast of positive SCO ROI (pending decision)

· SGP Lay down

· Restoration of Spangdahlem & Landstuhl support

· Focus final POM deliberations on options A-2 and B-2

· Col Miller reviewed the Private Sector Care Model

· Model estimates the impact of POM laydown on PSC bill

· PCO/SCO enhanced at specific MTFs (varies by option)

· Staffing PCO/SCO drives some service transitions

· Process for vetting PSC Model:

· Jointly developed model

· Coordinated with MAJCOMs via the AFMS Group and Panels

· Net impact on PSC will result in shift of TOA

· PSC model forecasts significantly better results from option A-2 as compared to B-2, but both deliver positive recapture by FY07

· Resolution of external and internal bills:

· The Tab P submission (Unfunded Requirements) included:

· Appointing

· Utilization Management

· DODMERB

· Referral Management Centers for TNex

· OB Contract Bill

· MMSO

· AMP

· Pharmacy

· MILCON

· Procurement

· FY06 Total:  $150.318M

· Tab P input due and submitted on 23 Mar 04 (if funded, MAJCOM required offsets will be reduced)

· The external bills listed below (prioritized by the AFMS Group) represent what we will probably have to fund if we do not get external relief:

	Rank
	Issue
	FY06

	1
	Appointing
	$12.800M 

	2
	Utilization Management
	18.959M 

	3
	DODMERB
	2.200M 

	4
	Buckley Pharmacy
	6.200M 

	*
	C-9 Divestiture
	$22.280M 


(C-9 Divestiture is a line funded issue, being worked through the LAF FY06-11 POM)

· Internal bills (also prioritized by the Group):

	Rank
	Issue
	FY06

	1
	Dental Central Contract
	$2.540M

	2
	HAWC Contractors
	5.400M

	3
	OB Contract Bill
	16.300M

	4
	HPSP (includes dental option)
	11.246M

	5
	MMSO (with DCO Implemented)
	2.000M

	6
	Modernization delta
	42.400M

	7
	Referral Mgmt Centers
	4.520M

	8
	HPLRP
	12.435M

	9
	Patient Movement Items
	8.500M

	10
	CDA - Scheduler
	.355M

	
	Total:
	$105.696M 


· HQ SG Account:

· $274M in the FY05 APOM

· After adjustments and program transfers there was $205M for the FY05 budget year

· After further adjustments (i.e., tradespace, PBD, SRM & Bolling clinic) there is $149M in the FY06 POM

· Internal Bills and Tax Computation

· Bills were stratified into 3 blocks

· Tradespace & HQ offsets reduces amount of MAJCOM offsets required

· Tax computed based on MAJCOM percentage of total TOA

· Col Miller reviewed the AFMS Group’s recommendations for what bills to pay and offsets to take:

· Pay the following corporate bills:

· Dental Central Contracts, $2.54M

· HAWC Contractors, $5.4M

· OB Contract Bill, $16.3M

· HPSP (includes dental option), $4.182M

· HPSP (Block 2 increase), $3.964M

· Referral Mgmt Centers, $4.520M

· MMSO, $2M

· Modernization delta, $21M

· Patient Movement Items, $1.53M

· HPLRP, $7.6M

· HPSP (Block 3 increase), $3.1M

· Referral Mgmt Centers (Block 2 increase), $880K

· Modernization (Block 2 increase), $4.920M

· HPLRP (Block 2 increase), $2.370M

· Referral Mgmt Centers (Block 3 increase), $3.260M

· Total: $83.568M

· Offsets to take:

· Tradespace, $46.626M

· All Block 1 Offsets, $18.8M

· TDY Block 2, $255K

· Contracts Block 2, $5.751M

· TDY Block 3, $1.799M

· IM/IT Block 2, $1.824M

· Supplies Block 2, $1.402M

· Equipment Block 2, $2.233M

· IM/IT Block 3, $689K

· Supplies Block 3, $4.632M

· Total:  $84.011M

· MAJCOM Comments:

· AETC:  

· AETC has already taken the maximum cuts in SRM, equipment, and IMIT refresh.  Additional offsets would have to come from contracts.  Will have a bigger impact on AETC vs. other MAJCOMs and will result in service reductions (would be better to bring all MAJCOMs to the same level of pain in SRM, Equipment, IMIT refresh prior to considering contract offsets).  Maj Gen Roudebush said the methodology used allowed MAJCOMs to determine their own approach.  Options and opportunities remain to approach differently; process has sufficient equity and flexibility

·  “Fair Share” calculation should not include E&T (e.g., we have no control over HPSP).  Col Miller said none of the central programs at any of the MAJCOMs were removed from the equation--Have mirrored the Line process to the extent possible.  SGC will be working with the Recruiting Service regarding HPSP, which may generate some additional flexibility

· WHMC (Brig Gen Green):  Taxes were done in short order.  When a tax is applied and cuts made, you’re saying we’ll have execution-year problems and will eventually have to close services 

· Keesler (Brig Gen Young):  Taxes don’t recognize corporate need to fund education programs and the large AFMS-wide contribution of medical centers via GME programs.  Also, funding level does not recognize the high cost of preparing for inspections of GME programs

· Maj Gen Roudebush noted that we are still dealing with the funding tails that resulted from the largess of the 2001 NDAA.  This process was more than a simple “salami slice”--It was apportioned and prioritized

· AFSPC:  Started $6.2M in the hole with Buckley pharmacy bill—If the bill is not covered, would drive cuts to services

· FY06 –11 POM Option A-2:  Builds Spangdahlem and Landstuhl back in

· Assumptions

· Aggregate recapture of care into MTFs (increased enrollment of 3% will generate increased requirements)

· PCO is a critical component of SCO success

· ER to UCC change driven by currency case

· Enhanced ECA/CCA/BCA at 21 MTFs:  Lay down will contribute to MTF efficiencies

· SCO lay down funds clinics/perioperative support/wards at 21 MTFs--Two “choke-points”: perioperative and inpatient.  Additional resources were added

· OB/GYN services provided at 18 MTFs using 55 AD OB/GYN faces (drives $16M contract bill in FY06)

· Four inpatient facilities reduced to outpatient facilities (Incirlik, Luke, Offutt, Sheppard)

· Stand-alone SGP at MTFs

· PH and BEE mission-based requirements currently unmet (have been stressed since Sep 01)

· HAWCS will use contractor support in CONUS and AD OCONUS

· Provides a better skill set and a more effective capability 

· MILPERs trade-space (has changed since last briefed):

· +64 Enlisted--Uses 64 enlisted FYDP to reduce enlisted contracts, saving $2.9M in contract costs

· -4 Officers--Used contract dollars to purchase 4 contract officers, spending approximately $440K in contract costs

· No remaining MILPERs trade-space

· Saves approximately $2.46M in contract funds that can be used to pay internal bills and/or reduce MAJCOM tax

· PSC Impact

· Model estimates impact of laydown on PSC

· Optimized product lines staffed to meet average revenue targets

· Reflects value of care transitioned to & recaptured from PSC

· Multiple constraints

· Limits first year recapture--Full recapture does not begin until FY07

· Anticipated increase in TPC not included in model calculations

· Easier to back off programmed lay down than to build up

· Option A-2 gives largest PSC return and focuses on optimized PCO/SCO

· FY06-11 POM Option B-2

· Assumptions:

· Enhances PCO/SCO, but on a smaller scope compared to Option A

· Enhances ECA/CCA/BCA at 11 MTFs:  Negative impact on PSC—bill will increase

· PCO:  Targets enrollment growth at 11 MTFs

· Funds phase II of SCO at 6 MTFs (including clinics, perioperative, and wards)

· Reduces 5 inpatient facilities to outpatient (Incirlik, Luke, Mac Dill, Offutt, Sheppard)

· MILPERS Tradespace 

· 116 Officers:  Used 116 Officers to reduce officer contracts, saving approximately $12.8M in contract costs

· 318 Enlisted:  Used 318 enlisted FYDP to reduce enlisted contracts, saving approximately $14.3M in contract costs

· Contract savings programmed to PSC where risk increased

· PSC Impact

· Optimized product lines staffed to meet average revenue targets

· Reflects value of care transitioned to & recaptured from PSC

· Option B-2 reduces recapture capability – AFMS at significant risk in FY06

· Will need to build O&M wedge if option B-2 is selected

· Col Miller said that when we have the SG decision we will be able to see what transfers of TOA are needed--Will consult with MAJCOMs

· Recommendation:

· Maj Gen Roudebush wants to present the SG with both the AFMS Council’s recommendation and the MAJCOMs’ recommendations and comments regarding the impact on services

· Col Demitry expressed concern that a core issue is not being addressed:  Enterprise-wide infrastructure modernization.  Currently have MTF-by-MTF variance rather than enterprise approach.  ROI of modernization needs to be addressed.  Col Graham noted that two of the three modernization blocks are “above the cut line” and the process is working in a similar fashion to the Line

· AETC, AFMC, PACAF, and USAFE:  Enterprise should recognize cost of GME and fund appropriately--Support comprehensive review of GME

· Col Spatz commented that current bookkeeping doesn’t allow full visibility in looking at the GME program--E&T is in multiple panels

· Col Miller said the Group did wrestle with the GME issue, but understood the review effort was on hold—Agreed that GME needs to be reviewed

· AFMC asked if the impact of “Turtle”-driven personnel moves and DCO on PSC had been taken into account

· Turtle:  Lt Col Riggs said no, because the PCS recapture model looks at options A-1 thru C and not other factors that might affect the lay down in execution years.  Maj Gen Kelley added that with the Turtle Concept staffing is more predictable/constant (reduced impact on PSC bill)

· DCO:  Lt Col Kennedy said DCO was taken into account, which is evident in the reduced MMSO bill forecasted in the out-years

· Regarding modernization, Maj Gen Roudebush said the FY06-11 POM provides the foundational elements and fundamental basis for modernization.  There will be continuing realignment and modernization will be even better reflected in future POMs.  There will also continue to be opportunities to adjust in execution years

· All MAJCOMs recommended approval of Option A-2 with the exception of AETC which recommended Option C

· AFMS Council unanimously agreed to recommend Option A-2 to the SG

· Council also gave their approval to bring the resolution of bills and offsets to the SG as briefed

· Regarding GME, Maj Gen Roudebush said there is great interest in the field and now is the right time to address--SGC to work with the GME community on how to approach, chart way ahead, and develop proposals

· Maj Gen Roudebush thanked everyone for their participation and support to this progressive and iterative effort

4.  Meeting concluded:  1230

JAMES G. ROUDEBUSH

Major General, USAF, MC, CFS

Deputy Surgeon General
