SIM Stockholders’ Report FY 2002


Chapter 5 – Facilities Investment
Overview

Transforming the Navy’s support structure, which is in some cases outdated, is a key step in achieving a more capable force. Currently, much of the infrastructure has begun to age beyond acceptable levels. The Navy has tran​sitioned to a more detailed and credible industry-based assessment and readiness model for facility Sustainment, Restoration and Modernization (SRM), in order to keep the required facility inventory at an acceptable quality level through life-cycle maintenance and repair. Appropriate investments of facility sustainment funding are designed to maintain a facility in​ventory that is both in good working order, and precludes or minimizes premature degradation. 

Facilities Investment is comprised of four basic components:

	Facilities Investment

	· Sustainment

· Recapitalization

· New Footprint
· Demolition


Sustainment

Sustainment provides resources for maintenance and repair activities necessary to keep a typical inventory of facilities in good working order. It includes regularly scheduled adjustments and inspections, preventive maintenance tasks, and emergency response and service calls for corrective repairs. It also includes major repairs or full replacement of facility components that are expected to occur periodically. DoD has developed the Facility Sustainment Model (FSM) to import current inventories, benchmark to industry cost standards and determine the Sustainment requirements. The facility sustainment requirement is calculated by applying both a unit sustainment cost (based upon industry facility standards) and a geographic area cost factor to each Facil​ity Analysis Category (FAC) type’s appropriate unit quantity (square feet, linear feet, etc.). The requirement is funded by SRM resources. Deferred Sustainment causes early arrival and increases in restoration requirements. The Navy’s goal is to have no deferred sustainment.
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Recapitalization

Recapitalization (RECAP) includes both facil​ity restoration and modernization functions. Restoration is the periodic repair of facility structures. It also includes the complete replacement of facilities at the end of their service life. The replacement facilities must be less than 150% of the current footprint. The range up to 150% was designed to allow for the potential increases due to modernization needs, although the actual size may also decrease. The demolition or facilities to be disposed of must be associated with the intent of the recapital​ization effort to be included. Modernization is the improvement to either facility components or structures that modify and upgrade the facility to current building codes and standards. It also includes modifications to meet the current mission of the facility and operations of its tenants and/or users. DoD has developed the Facility Recapitalization Metric (FRM), which divides the inventory Plant Replacement Value (PRV) by the recapitalization investment per year to determine a RECAP (yr) investment level. The DoD program guidance for the RECAP requirement stands at 67 years, and is currently funded by MILCON, SRM, NWCF, and to a lesser extent, MPN. The POM-04 Front End Assessment (FEA) for RECAP outlined a plan to incorporate the entire inventory and all invest​ment resources into the RECAP program analysis. DoD is currently researching the development of a RECAP model to apply the industry benchmarked service lives of each FAC and apply it to the inventory, similar to the FSM processes.
New Footprint

New Footprint includes the construction of new facilities or the replacement of facilities in excess of 150% of original size. DoD does not have New Footprint metrics, and requirements are identified to correct quantity deficiencies and new mission requirements. New Footprint is funded by a variety of sources; however, MILCON is the primary appropriation.

Demolition
Demolition includes the removal of excess or obsolete facilities. DoD does not have demolition metrics but has established Service goals. Navy requirements are identified via various data collections. Demolition is accomplished via a variety of funding sources; the centralized program for OMN maintained facilities is funded by SRM. Commander Naval Reserve Force (CNRF) is the only IMC to directly receive demolition funds (OMNR).
Navy Working Capital Fund

The Navy Working Capital Fund (NWCF) con​tinues to be a major support element for the operating forces with a total cost of goods and services to be sold by the NWCF projected to exceed $22B in FY 2003. NWCF activities perform a wide variety of functions including Supply Management, Depot Maintenance, Research and Development, Transportation, and Base Support.

Base Realignment and Closure
The Base Realignment and Closure (BRAC) process has been a major tool for reducing the domestic base structure and generating savings. BRAC continues to balance the Navy’s force and base structures by eliminating unnecessary infrastructure, which is critical to preserving future readiness. The Navy is committed to a substantial streamlining and upgrading of its infrastructures in order to achieve a more optimum balance between “tooth and tail.”
The total Facilities Investment is not a distinct part of the IMAP CBM, only SRM. Facility Investment plays a large role in SIM support. In FY 2002, the Facilities Investment obligations included the following elements:

· RPM 
$1,123M
· MILCON
$   828M

· DEMOLITION
$     35M

In addition, Navy FY 2002 obligations for BRAC totaled $243.4M.

This chapter highlights SRM, Military Construction, and Centralized Demolition programs and the results of our efforts on the overall facility status (as reflected in the Installation Readiness Report System (IRRS)).

Sustainment, Restoration, and Modernization

In FY 2002, the SRM functional area minimally satisfied the needs of the U.S. Navy by enabling activities to meet current mission requirements, yet accepting risk in future mission areas through increased deterioration rates. SRM and New Footprint minor construction was provided to support all types of real property (buildings, roads, utilities, piers, and runways, etc.) at Navy installations. Total expenditures for SRM in FY 2002, were $1.1B, and the FY 2003 budget is $1.8B. The POM-04 BAM states the full FY 2004, requirement as $2.1B in order to fully fund sustainment, continue the demolition program production rates, and eliminate C-3 and C-4 readiness ratings by 2010. New footprint minor construction was limited to site improvements for Combating Terrorism (CT). 

The SRM portion of the Facilities IPT completed its initial requirements in FY 2001 but continued to identify and evaluate SRM concerns associated with Facility Services (FS) and Facility Management (FM). 

Facility Support SRM functions consist of sub-functions that provide costs of ownership support for all Class 1 and Class 2 real property assets. Sub-functions are: Emergency Service Maintenance, Maintenance and Repair, Minor Construction, Physical Security Site Improvements, and Preventive Maintenance. Installations often provide SRM 
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services for both their hosted Navy activities and other tenant activities, and in all cases the SRM sub-functions act as cost centers for resources expended to provide these services. To ensure total cost collection, all funding retained and managed by the echelon II Commander or Regional Commander (e.g. Special Project funding) must be reflected in IMAP reports. In order to begin the alignment of Facility Support SRM programming with budgeting and cost accounting, the functional areas will change in FY 2003. The new functions are; Sustainment (ST), Restoration and Modernization (RM), New Footprint (NF), Demolition (DE), and CT. 

The sub-functions will remain in place and they consist of: mission essential recurring maintenance and emergent repairs, repair projects under the funding authority of the installation Commanding Officer (CO) as well as repair projects above the CO’s authority that are approved and funded by the IMC, minor construction projects under CO authority and those with IMC funding, and the demolition of excess or obsolete real property facilities. SRM Program resources are directed by OPNAV N4, NO9B, N6, and N7. 

The SRM program advanced substantially in FY 2002, but these achievements were not without challenge. In August 2001, the Facility Investment Strategy was approved by the VCNO following a previous review by the Facility Investment Navy Requirements Over​sight Council (NROC). The strategy utilizes the DoD FSM to determine the facility sustainment 
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requirements and the DoD Facility Recapitalization Metric (FRM) to identify the Facility Restoration and Modernization (R&M), commonly known as RECAP. The IRRS also was approved as the instrument to conduct the quantitative analysis and set con​sistent metrics to the facility quantity requirements and facility restoration requirements. The shortcoming to both the FSM and FRM determination metrics is their foundation on an inventory in “good condition,” commonly referred to as “C-2.” Specifically, FRM determines the RECAP rate to stay in C-2 condition, not the requirement to achieve C-2 condition. Consequently, DoD has set the goal of “C-2 by 2010” to enable both the FSM and FRM metrics to accurately state the requirements for DoD facilities to remain in “good condition.” The adoption of IRRS allows a project-by-project method of determining the C-3 and C-4 correction requirements. IRRS also enables a “macro-to-micro” means to determine both status and requirements by location and/or facility type.

Furthermore, the strategy separates the “New Footprint” requirements by separating deficiencies into Facility Condition and Facility Quantity discrepancies. All of the requirements are used to determine activity Installation Readiness Ratings for specific Facility Category Groups. These Readiness Ratings are reported to Congress in the annual DoD Instal​lation Readiness Report (IRR). In addition to the strategy, other accomplishments include: the scheduled progression of the transition from Real Property Maintenance (RPM) to SRM, IMAP functional area transfers (Grounds Maintenance to FM and Preventive Maintenance to SRM), and the initiation of CAC changes to account for these transfers and further align programming with budgeting. 

The transfer of SRM funds to other programs during execution continues to be a major concern. The SRM funds (and their controls) are transferred to other functional areas to make up for deficiencies and fund shortages during the budget year and then sometimes return in the final weeks of the fiscal year. For example, the phasing of SRM funding in FY 2002 by quarter indicates inefficiencies—in that the phasing of the funds forces a “back-loading” of execution vice executing in accor​dance with the original plan for SRM projects. Indicative of this “back-loading” is the following table of quarterly obligations of RPM data for FY 2002 which approximates SRM for FY 2002:
	SRM Quarterly Obligations

	1st Qtr
	2nd Qtr
	3rd Qtr
	4th Qtr

	$269M
	$252M
	$190M
	$593M

	Source: IMAP FY 2002 Obligations shown for RPM


This common practice of funds migration continues to negatively affect the SRM program. An analogy is providing the majority of aircraft preventive maintenance parts in September and expecting the aircraft to fly well the previous 11 months. Lack of continuous Sustainment of facilities negatively affects the tenant’s mission as well as increasing costs through unchecked deterioration. Another analogy is providing the majority of the ship fuel funds in September and expecting the fuel suppliers to meet the requirement, load it, and provide it at the right price. Restoration and Modernization projects stacked up for a September award subject the Navy to increased costs as contractors are surging to respond and include risk factors in their bids. 
Additionally, both in-house labor forces and contractors understand that the Navy must award the funds or lose them and the prices become less competitive. Facility maintenance and construction is a service that requires labor, material, and equipment resource leveling to achieve efficiencies. While Facility Investment “targeting” continues to improve, this problem of “year end dump” is exacerbated when time may not be sufficient to place the funds against their programmed intent. This SRM program delivery system obstacle to “SRM funds on target” has long term costly effects that may not be visible to those standing the current watch. 

The Facilities (FM, FS, and SRM) IPT was chartered in fall 2000 and the SRM section began its effort shortly thereafter. The charter outlined specific tasks, such as developing “high level” macro metric(s), standards, and service levels, to facilitate the IPT in accomplishing its mission. However, the SRM functional area (formerly RPM) was already undergoing a change in structure and methodology in relation to the requirements definition process. Following the evaluation of historical data (Navy, OSD, and industry), consultations 

with Navy facility experts, and reviewing the rational, anticipated accomplishments, and POA&M for the RPM to SRM transition, the IPT fully agreed with and supported the in-progress transition from RPM to SRM and the new IRRS. As such, the IPT did not develop macro metrics, Navy-wide standards, and ser​vice levels for SRM. Instead, the IPT concurred with the use of the FSM to capture the Sustainment requirements and FRM to capture the Restoration and Modernization requirements.
	POM-04 SRM Requirements Summary

	Fiscal Year ($Mil, TY)
	FY 2004
	FY 2005
	FY 2006
	FY 2007
	FY 2008
	FY 2009

	OMN
	
	
	
	
	
	

	Requirement
	2041
	2061
	2045
	2095
	2131
	2176

	PR-03 
	1380
	1406
	1431
	1464
	1494
	1525

	Difference
	661
	655
	614
	629
	637
	651

	
	
	
	
	
	
	

	OMNR
	
	
	
	
	
	

	Requirement
	88
	85
	82
	83
	84
	86

	PR-03 
	68
	68
	70
	69
	71
	72

	Difference
	20
	17
	12
	14
	13
	14

	
	
	
	
	
	
	

	SRM Program Summary
	
	
	
	
	
	

	Requirement
	2129
	2146
	2127
	2176
	2215
	2262

	PR-03 
	1448
	1474
	1501
	1533
	1565
	1597

	Difference
	681
	672
	626
	643
	650
	665


The five SRM sub-functions – Emergency Ser​vice Maintenance, Maintenance and Repair, Minor Construction, Physical Security Site Improvements, and Preventive Maintenance – are not specifically accounted for in the FY 2001 IMAP version. Rather, these sub-functions (minus Preventive Maintenance) are found under the previous RPM functional area (plus Grounds Maintenance). In FY 2002, the IMAP CBM was revised to reflect the FY 2001 changes. A general idea of the extent of FY 2002 SRM costs can be realized through the RPM figures below. Approximately 20% ($1.1B) of the FY 2002 Total IMAP Obligations are attributed to RPM (see table on next page).
On March 29, 2001 the SIPB concurred with the approach taken by the SRM portion of the Facilities IPT and supported the transition of RPM to SRM.

For FY 2003, the SRM IPT will continue to evaluate those facility support areas that affect and/or are affected by the transition from RPM to SRM. This approach will help to ensure that the full transition will transpire with minimal disruption. 

The SRM functional area definition is increasing steadily, primarily due to the DoD efforts to develop and benchmark metrics and requirements models. This initiative is driving an overall effort to standardize many aspects and methods of Facility Management. Plant Replacement Value calculations, construction cost factors, Sustainment cost factors, facility assessment metrics, quantity metrics, and a host of other Facility Management enablers will receive advancements. Navy participation with DoD initiatives is paramount to capitalizing on improvement efforts and ensuring DoN interests are well served.

	2002 IMAP Functional Area 

(BOS/RPM and Direct fund headings)
	Obligations (TGAO)

	RPM
	$1.1B

	Maintenance & Repair
	$998.6M

	Minor Construction
	$28.2M

	Emergency Service Maintenance
	$83.4M

	Preventive Maintenance
	$0.9M

	Physical Security Site Improvements
	$11.7M

	As IMAP does not currently show SRM figures, the chart above shows pertinent FY 2002 RPM IMAP Obligations and Expenditures Figures


As Navy-wide cost saving initiatives such 
as continued Regionalization, further IMC con​solidation, and BRAC are initiated, the mechanics of SRM requirements determination will be able to rapidly adjust to the inven​tory transformations. The Facility Investment Stra​tegy, approved via the NROC process, integrated the Facility Investment appropriations into common metrics enabling initial steps to integrate investment analysis. The integration capability is critical to the overall strategy of Asset Preservation. Integration of Project List processes and IRRS analysis will yield greater integration capabilities and full incorporation of facility life cycle analysis into facility investment decisions.
Military Construction

Program Intent: The MILCON program provides facility investment funding for construction projects in excess of $750K for active (MCON) and reserve (MCNR) installations. Planning & Design (P&D) and Unspecified Minor Construction (UMC - urgent projects between $750K and $1.5M) are also funded by MILCON. OPNAV N44 (now N46) issued FY 2002 Programming Guidance in August, 1999 to provide project development guidance and scoring factors. While claimant prioritization was the highest weighted project-rating factor, programmatic objectives were also heavily emphasized with a specific focus on Airfield/Waterfront Recapitalization, BEQ Modernization, Ship and Aviation Maintenance Recapitalization and Facility Consolidation. Correction of C-3 and C-4 deficiencies was an additional scoring factor.

CNO Budget: The FY 2002 Baseline Assessment identified a $1,020M requirement for FY 2002. This requirement was based on an analysis of an IMC identified requirement totaling $11.6B. The CNO’s budget was submitted to SECNAV in June 2000 at a total of $448M, significantly lower than the stated requirement due to a number of competing requirements in a fiscally constrained environment. The program primarily focused on improving Bachelor Housing and recapitalizing aviation and waterfront operations and maintenance facilities.
Major investments included:

Barracks (40%):

· RTC Great Lakes: Barracks 3&4 of 15

· Seven other BEQs 

Waterfront (18%):

· San Diego: Replace Piers 10 and 11 (Deep Draft Power Intensive DDPI)

· Norfolk: Replace Pier 3 (General Purpose) and Deperming Pier

· Bremerton NSY: Pier Delta (CVN/AOE) Replacement

Airfields (6%):

· Norfolk: Chambers Field airfield paving and hangar replacement

· P-3 Support Facilities in Brunswick, Sigonella, and Whidbey Island

CNO Budget Adjustments by SECNAV, OSD, and Congress

SECNAV Budget: SECNAV’s budget was submitted to OSD in September 2000 at a total of $451M. Adjustments included minor pricing changes and inserting a Transient BEQ at NAF El Centro.
OSD Budget (under President Clinton): The Navy’s budget was submitted to Congress in February 2000 at a total of $429M. OSD adjustments included minor pricing changes and eliminating the Transient BEQ at NAF El Centro to meet revised budget controls. 

OSD Budget (under President Bush): With the change in administration, the Services were provided additional funding and the oppor​tunity to resubmit their budget. The Navy 
provided, and OSD approved, a revised budget that was submitted to Congress in Jun 2001 at a total of $746M. The additional $317M continued the CNO’s focus on improving Bachelor Housing and recapitalizing aviation and waterfront operations and maintenance facilities with 90% of the funding dedicated towards these efforts. Major investments included:

Barracks (41% of plus-up):

· Five additional BEQs 

Waterfront (25% of plus-up):

· Everett SIMA

· Utility upgrades in Norfolk, Guam, Pearl Harbor NSY and Lualualei

· Supply Pier for San Clemente and improvements to Port Hueneme 

Airfields (24% of plus-up):

· Norfolk: An additional hangar replacement

· Brunswick: Aircraft maintenance hangar

Congressionally Enacted Budget: Congress appropriated the FY 2002 budget in November 2001 and authorized the MILCON projects in December 2001 for $828M. They added an additional $152M in projects and design but also enacted a general reduction of $60M. Congress did not emphasize specific programmatic objectives but significant investment areas include:

· $33M for 4 laboratory RDT&E and production facilities

· $23.5M for BEQs at Kittery and JRB Fort Worth

· $12M for environmental compliance projects including $6.1M for NAS Fallon’s capital contribution to a City owned and operated water treatment plant.

Program Outcome: The final enacted program was 81% of the identified BAM requirement, significantly higher than the original CNO submission of 44%. The program increase was primarily a result of the Bush Administration’s revised budget submission. The final programmatic emphasis mirrored the initial CNO program intent with one third of the program for BEQs and one third of the program to recapitalize the Navy’s waterfront and airfields to include operational and maintenance facilities and associated utility systems. Specific accomplishments include:

Barracks:

· RTC Great Lakes: Year five of a ten year RTC recapitalization plan including the 3rd and 4th of 15 new recruit barracks.

· 14 other Barracks supporting Homeport Ashore, Gang Head elimination, Permanent Party 1+1, and Transient Quarters.

Waterfront:

· Norfolk: Replace Pier 3, the 3rd of 15 Norfolk MILCON pier projects. Supports CLF plan to replace a pier every 2–3 years during FY 1999-2026. Electrical upgrades to support new DDPI ship classes to include LPD-17. 

· San Diego: Construct 6 DDPI berths.

· Bremerton: Pier Delta (CVN/AOE) replacement

· Everett: New SIMA

· Guam: Upgrades to waterfront utility services

· Pearl Harbor: Dry dock utility upgrades and maintenance and power upgrades to Submarine weapons handling wharfs.

Airfields:

· Norfolk: Replace 5th and 6th of 7 Chambers Field hangars to be recapitalized. Plan begun in 1991 and anticipated to be complete by 2004. Also includes replacement of a portion of the airfield paving, the 1st of 6 planned improvements projects for the airfield.

· P-3 Support Facilities in Brunswick, Sigonella, and Whidbey Island

Other items of interest:

· Ford Island: Utility infrastructure investment to support redevelopment. 

· Training: Six Reserve Centers, SWOS Applied Instruction Facility in Newport and Industrial Skills Center in Puget Sound.

	Military Construction Data Table ($ in M’s)

	
	 
	FY-2001
	FY-2002
	FY-2003
	FY-2004
	FY-2005
	FY-2006
	FY-2007
	

	
	Rqmnt*
	963
	1,020
	1,595
	1,665
	1,725
	1,784
	1,844
	

	
	POM*
	709
	448
	931**
	819
	893
	1,733
	2,111
	

	
	PresBud
	617
	746
	743**
	
	
	
	
	

	
	Approp
	798
	828
	933**
	
	
	
	
	

	*
Requirement and CNO POM for FY 2002 is PB-02, FY 2003 is PB-03, and 
FY 2004–07 is POM-04.

** Does not include DERF.


Execution Status: 98% of the Navy MCON/
MCNR program was awarded in FY 2002. The 3 remaining FY 2002 projects are scheduled for award in FY 2003. Unlike O&M, MCON/
MCNR funds do not expire annually. Funds are authorized for three years (project must be initiated) and appropriated for five years (funds must be obligated).

Congress recently approved the FY 2003 bud​get and the FY 2004 budget is under review by OSD. Both programs continue emphasis on Bachelor Housing, Airfield/Waterfront Recapitalization, Ship and Aviation Maintenance Recapitalization and other Recapitalization and correction of C-3/C-4 deficiencies. Pro​gram requirements are expected to increase in FY 2003/2004 and beyond primarily due to four reasons:

· Bachelor Housing: Elimination of Gang Heads by FY 2007 and CNO Homeport Ashore initiative to move junior sailors ashore as well as the ongoing effort to complete Permanent Party 1+1 goals by 2013. Increasing focus on PPV may mitigate impact to MILCON.

· Antiterrorism/Force Protection: In response to the events of 9/11, AT/FP projects for installation and nuclear weapon security have been identified and funded in FY 2003 and programmed in FY 2004 and beyond.
· Recapitalization: Continued OSD/Navy focus on improving recapitalization rate with a POM-04 DPG goal of reaching 67 


years by FY 2007 and eliminating C-3/C-4 deficiencies by FY 2010.
· New Mission: The Navy’s decision to recapitalize its ships and aircraft will drive increased facility requirements to support RDT&E and deployment of the new platforms and weapon systems over the next 10–15 years.
	MCON ($K)
	CNO Submit JUL 00
	SECNAV Submit 
SEP 00
	OSD Clinton Submit 
JAN 01
	OSD Bush Submit JUN 01
	Cong Enacted APP Nov 01 Auth Dec 01

	Ops & Trng
	99,180
	93,190
	95,620
	136,540
	156,964

	Maint & Production
	22,060
	22,060
	21,600
	102,265
	107,987

	RDT&E
	12,340
	12,340
	12,410
	13,030
	37,198

	Supply
	6,980
	6,980
	7,020
	7,360
	7,281

	Medical
	0
	0
	0
	0
	0

	Administrative
	34,580
	34,580
	34,580
	37,580
	41,908

	Housing & Community
	174,650
	195,610
	172,375
	303,060
	286,140

	Utilities & Grounds
	40,988
	40,988
	40,630
	92,150
	110,990

	Planning & Design/UMC
	42,881
	32,153
	32,153
	32,078
	37,993

	Total
	433,659
	437,901
	416,388
	724,063
	786,461

	
	
	
	
	
	

	MCNR ($K)
	CNO Submit JUL 00
	SECNAV Submit SEP 00
	OSD Clinton Submit JAN 01
	OSD Bush Submit JUN 01
	Cong Enacted APP Nov 01 Auth Dec 01

	Ops & Trng
	3,850
	3,850
	3,850
	7,540
	17,342

	Maint & Production
	6,305
	6,305
	6,305
	10,379
	10,262

	RDT&E
	0
	0
	0
	0
	0

	Supply
	0
	0
	0
	0
	0

	Medical
	0
	0
	0
	0
	0

	Administrative
	2,020
	2,020
	2,020
	2,130
	2,106

	Housing & Community
	0
	0
	0
	0
	8,958

	Utilities & Grounds
	0
	0
	0
	1,300
	1,285

	Planning & Design/UMC
	1,714
	775
	775
	775
	1,261

	Total
	13,889
	12,950
	12,950
	22,124
	41,214

	
	
	
	
	
	

	MCON + MCNR ($K)
	CNO Submit JUL 00
	SECNAV Submit SEP 00
	OSD Clinton Submit JAN 01
	OSD Bush Submit JUN 01
	Cong Enacted APP Nov 01 Auth Dec 01

	Ops & Trng
	103,030
	97,040
	99,470
	144,080
	174,306

	Maint & Production
	28,365
	28,365
	27,905
	112,644
	118,249

	RDT&E
	12,340
	12,340
	12,410
	13,030
	37,198

	Supply
	6,980
	6,980
	7,020
	7,360
	7,281

	Medical
	0
	0
	0
	0
	0

	Administrative
	36,600
	36,600
	36,600
	39,710
	44,014

	Housing & Community
	174,650
	195,610
	172,375
	303,060
	295,098

	Utilities & Grounds
	40,988
	40,988
	40,630
	93,450
	112,275

	Planning & Design/UMC
	44,595
	32,928
	32,928
	32,853
	39,254

	Total
	447,548
	450,851
	429,338
	746,187
	827,675


Centralized Demolition

Summary

· The Navy demolished 2.48 Million Square Feet Equivalent (MSFE) in FY 2002, exceeding the planned 2.0 MSF.

· Due to favorable acquisition costs, these results were achieved despite a program reduction from $40M to $35M due to allocated budget cuts to the NAVFAC Budget Support Office. 

· Operations & Maintenance savings of $6.5M resulted in a payback of 5.4 years, exceeding the planned 6.2 years.

· FY 1998-2002 total of 12.1 MSF exceeded OSD directed goal of 9.9 MSF

The Centralized Demolition Program remains a success story for the Navy. Eliminating excess infrastructure avoids recurring annual costs for operations and maintenance as well as one-time costs of eliminating maintenance backlogs. The Navy established a Centralized Demolition Program in 1996 and Defense Reform Initiative Directive (DRID) #36 of 05 May 98 directed the Navy to dispose/demolish 9.9 MSF of excess structures by FY 2002. Centralized Demolition funding was established to support this program. Prior to establishing this program, demolition was funded by the IMC or included in the military construction program. With the focus on operational requirements, funding for demolition was not sufficient to make an appreciable impact.

Demolition is not limited to the O&M funded Centralized Demolition program. Reducing excess and inadequate facilities is also accomplished via the MILCON, Family Housing and Navy Working Capital Fund programs. Commander Naval Reserve Force (CNRF) also receives OMNR funds programmed for demolition and the NWCF, TMA, RDT&E programs should fund demolition for their inventory listed under their Maintenance Fund Source. 

Footprint Reduction: FY 2002 marked a transition year as the program moved from exclusively demolition to the beginnings of a facility consolidation/footprint reduction pro​gram. Recognizing that a significant number of currently vacant facilities have already been demolished and that occupied facilities have higher required O&M costs, funding to sup​port facility consolidation provided additional opportunities to reduce infrastructure costs. For the first time, limited repair (limited to $500K) and relocation costs were authorized in the centralized demolition program. Although only about $1.86M of the $35M was spent on these costs, nearly 25% of the projects took advantage of this opportunity.

Square Feet Equivalent: Prior to FY 2002, the program only accounted for demolition of buildings where square footage could be measured. To account for POL facilities, piers, towers and similar non-building facilities, a Square Feet Equivalent (SFE) was developed using OSD provided metric of SFE= PRV/
$140. This equivalency credit resulted in an additional .26 MSFE of demolition in FY 2002.

Metrics/Program Outcome

Final FY 2002 Demo Statistics


FY02 Execution:
$35.05M

Projects:

49

SF Demolished:
2.48 MSFE **

O&M Savings:
$6.5M 

Payback (Execution):
5.4 years

Cost Avoidance:
$11M

** Million Square Feet Equivalent (2.22 MSF of buildings and .26 MSFE of non-building structures)

Financial Data in FY 2002

Program was reduced from $40M to $35.05M due to allocation of various directed budget cuts.

	
	Demolition Data Table ($ in 000’s)
	

	
	O&M,N
	FY 2001
	FY 2002
	FY 2003
	FY 2004
	FY 2005
	FY 2006
	FY 2007
	

	
	Rqmnt
	37,900
	40,000
	41,730
	43,684
	46,755
	48,674
	49,650
	

	
	POM
	37,900
	40,000
	41,730
	
	
	
	
	

	
	PresBud
	37,900
	40,000
	41,730
	
	
	
	
	

	
	Approp
	37,900
	40,000
	41,730
	
	
	
	
	

	
	Executed
	34,885
	35,054
	
	
	
	
	
	


The Centralized Demolition program remains an important element in the Navy’s effort 
to drive down infrastructure costs. Funding remains healthy in the out years and may increase as requirement definition improves. As DRID #36 was limited to FY 1998-2002, OSD requested service goals for PR-03. A Navy project survey identified a minimum of 8MSF available for demolition in the FY 2003–2007 timeframe.

Costs per square foot and return on investment will increase as the easier demolition projects are executed and the program shifts more towards a facility consolidation/footprint reduction program. In FY 2002, repair costs were limited to $500K per project and only $1.86M or 5% of the program was spent on repair and relocation costs. In FY 2003, repair cost limits were raised to $4.5M per project. Consequently, it is estimated that $4.5M or 12% of the program will be spent on these consolidation costs. 

PR-03 DPG guidance directed a demolition survey in FY 2003. Plan of action is to use FY 2001 Project Survey as baseline and Regional Shore Infrastructure Planning/Total Facility Requirements (RSIP/TFR) process to verify excess and validate demolition projects. TFR data entry is due December 2003 with final studies complete by December 2005. The data will drive the future footprint reduction program as it matures and more precisely identifies return on investment opportunities. This evolvement may well lead to larger requirements and expansion of the program within O&M as well as MILCON, Navy Working Capital Fund and other facility investment programs. 

Output Analysis: IRRS 01 has recorded the “Facility Status” as of 30 September 2001. IRRS 02 is presently being constructed; AIS report delays have postponed the IRRS 02 completion date until February 2003. Once IRRS 02 is complete a comparison to IRRS 01 can be conducted to determine the output of the FY 2002 Facility investment. IRRS 02 will also be compared to the “Programmed IRRS 02” derived via the IRRS Degradation Model and the programmed investments. This analysis will be provided at a later date. The analysis will be conducted annually to establish links and trends between SRM programming and actual facility support output. 
Base Realignment and Closure (BRAC)

The Navy’s BRAC efforts are resourced from multiple Budget Activities but the program has been generating significant savings through reductions in domestic base infrastructure. Future operational readiness is enhanced through savings generated by eliminating unnecessary infrastructure. 

In FY 2002, the Navy’s BRAC funding efforts were primarily designed to address environmental costs (cleanup and closure related com​pliance), real estate and caretaker functions prior to property disposal. The key aspects to the Navy’s BRAC program in FY 2002 included the following:

· Comply with Defense Environmental Restoration Program (DERP) management guidance.

· Accelerate property disposals wherever possible thereby avoiding additional costs to Navy.

· Comply with the legal requirements of controlling statutes and regulations.

The BRAC account provides funding for management, environmental cleanup, and disposal actions where appropriate at 135 former U.S. Navy bases identified for closure by the 1988, 1991, 1993, and 1995 BRAC Reports. Overall, Navy will invest some $10B to implement the four rounds of BRAC closures that are projected to yield continuing savings of about $2.5B per year.

The overall funding requirements addressed by OPNAV N4 in the BAM submission for PR-01 included requirements by Budget Activity (BA) as follows:

· Operations and Maintenance (BA05): Provides funding for program management, real estate services, utilities, and minimum maintenance. These costs are tied to Navy ownership of BRAC installations. 
· Environmental Planning (BA07): Resources fund the implementing actions necessary to comply with National Environmental Protection Act (NEPA).

· Cleanup/Compliance (BA08): Provides funding required to cleanup recently contaminated BRAC properties and remove hazardous materials to comply with Public Law. This cleanup is accomplished primarily through contracts.
· Environmental Restoration (BA10): Pro​vides funding required to cleanup BRAC properties contaminated in the past and to remove hazardous materials to comply with Public Law. This Environmental cleanup is also accomplished through contracts.
The requirement for the Navy’s BRAC program is to reach regulatory closure on the environmental cleanup of the remaining 113 parcels with 278 cleanup sites by FY 2005, and to facilitate the transfer of the remaining 28 BRAC Navy bases to local communities. In FY 2002, the total Navy BRAC requirements included in PR-01 were $148.3M detailed by BA as follows: BA05 = $17.8M; BA07 = $0.6M; BA08 = $17.5M; and BA10 = $112.4M. During the PPBS cycle for FY 2002, SECNAV, OSD and Congress increased funding for Environmental Restoration in FY 2002 & FY 2003 by $80M and $38M respectively.

During FY 2002, the Navy made the following progress toward meeting the FY 2005 goal:

· Completed Remedy-In-Place (RIP) and Response Complete (RC) at all sites at NAS Key West, FL and USN Salton Sea Test Base, Imperial County, CA 

· Achieved RIP/RC at 56 BRAC IRP sites. This brings the total to 1,349 sites to have reached RIP/RC or 83% of all BRAC IRP sites. 

· Conducted a detailed requirement validation effort of the remaining 350 sites that need to be cleaned up.

Notable FY 2002 Disposal Accomplishments:

· Mare Island NSY: Over 3,500 acres trans​ferred in three actions. One was over 600 acres of the core area and the largest was 2,814 acres known as the Western Early Transfer Parcel. Navy and City of Vallejo agreed to two Environmental Cooperative Services Agreements for a total of $133M where Navy will fund the cleanup by the City and developer.

· Tustin MCAS: Most of the base was con​veyed in May 2002 through an Economic Development Conveyance with the balance in the process of transfer or Lease in Furtherance of Conveyance. The most notable event is the public sale of 235 acres bringing in $208.5M to the DOD BRAC account. Settlement is expected in mid 2003.

· Dallas NAS: Two notable events occurred in 2002. First the lawsuit against Navy’s cleanup and base condition was settled and second, the final parcel was conveyed.

· Guam NAVACTS: The final Navy property disposal was completed in August 2002.

· New London NUWC: In May 2002 and November 2002, the last two parcels at New London were conveyed.

· Philadelphia Naval Complex: The last surplus parcel was conveyed in November 2001, completing all BRAC actions.

· Trenton NAWC: The final conveyance at Trenton was through a public land sale in November 2001, bringing in $1.16M to the U.S. Treasury.


For FY 2002, the total obligations for Navy BRAC efforts came to $243.4M or 99.4% of the overall budget figure for Navy BRAC. Future issues that must be addressed for FY 2003 and beyond include:

· Realizing revenues from the land sales to support BRAC requirements;

· Retaining the realized revenues for DON BRAC requirements; 

· Meeting DERP management guidance of achieving RIP/RC by 2005 with present budget;

· Taking advantage of future acceleration opportunities without additional funds; 

· Obtaining timely regulatory approvals to expedite disposals;

· Developing innovative strategies for accel​erating disposals of “long term hold” bases.

Product of the Plan


Facility Investment


RPM (SRM)


Transition from RPM to SRM continued.


Exceeded planned centralized demolition goals: 


2.48 Million Square Feet Equivalent (MSFE) demolished versus planned 2.0 MSFE.


MILCON


Enacted program 81% of BAM require�ment, much higher than CNO submission of 41%.


98% of program awarded with 3 projects scheduled for FY 2003 award.


BRAC


Obligations total came to $243.4M or 99.4% of the overall budget figure for Navy BRAC.


Made significant progress toward meeting the FY 2005 goal for remaining cleanup and base transfer to local communities.





FY 2002 SRM Obligations
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