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OPNAV NOTICE XXXXX

From:
Chief of Naval Operations

Subj:
IMPLEMENTATION OF SUSTAINMENT, RESTORATION AND MODERNIZATION (SRM)

Ref:
(a)  Report to Congress, Identification of the Requirements to Reduce the Backlog of Maintenance and Repair of Defense Facilities, April 2001

(b)  Public Law 101-576, The Chief Financial Officers Act of 1991


(c)  OPNAVINST 11000.34B, Annual Inspection Summary Report


(d)  CNO Washington DC msg, FY01 Annual Inspection Summary (AIS) and Installation Readiness Report (IRR) Submission, 031949Z Oct 01

(e)  DoD Facilities Cost Factors, Version 4.0, May 2002

(f)  OPNAVINST 11010.20F, Facilities Projects Manual

Encl:
(1)  Definitions


(2)  Cross Reference of Real Property Maintenance (RPM) to SRM

1.
Purpose

a.
To provide guidance for Navy implementation of Department of Defense shift to SRM methodology for maintenance of the shore establishment.

b.
To document the transition and methodology for the change from RPM to SRM.

c. To delineate the impact of the SRM methodology on the various funding sources.

2.
Applicability  This notice applies to the Installation Management Claimants (IMC), Regional Commanders (RC) and Commanding Officers (CO) of the Navy shore installations.

3.
Background

a. At the FY 2001 Defense Resources Board (DRB) there were concerns about poor RPM funding levels.  OSD Acquisition Technology and Logistics (ATL) took the lead to analyze the situation; deliver improved, and standard metrics; reinforce analysis methods; and strengthen facilities related Defense Planning Guidance (DPG).  The resulting SRM methodology provides a forward-looking approach in defining facility sustainment, restoration and modernization funding requirements throughout DoD.  Reference (a) highlights three simultaneous steps that are required to reduce the “backlog of maintenance and repair” of Defense facilities.  One is to dispose of obsolete assets.  The second is to fully sustain remaining assets, to prevent deterioration of our “keeper” facilities and obtain full return on the taxpayers’ capital investments.  The third is to establish a steady, predictable, and focused investment program to restore, modernize, and replace critical facilities.  These three steps, taken simultaneously, are necessary to gain control of the backlog and – more importantly – for adequate support of our service members and effective mission accomplishment.

b. The SRM methodology uses outcome-oriented terms that emphasize performance rather than the term “real property maintenance” (RPM) that represents just one activity of many.
4.
Discussion

a. Definitions of key terms are included as Enclosure (1).

b. The persistent shortfall in resources to adequately sustain and recapitalize facilities on military installations has produced extensive deficiencies.  The cost to resolve these deficiencies is too large to accommodate in the near future, yet the impact of not resolving these deficiencies is enough to undermine readiness and quality of life for years to come and to force the military to adopt lesser operating standards.  If properly built and sustained, facilities have life cycles ranging to 50 years and beyond, depending on facility type.  Appropriate and timely restoration and modernization can extend these life cycles significantly, if not indefinitely.  Without adequate sustainment, restoration, and modernization, DoD’s facilities performance declines, readiness and mission support suffers, service life is lost, and total costs rise.

c. In consonance with the Chief Financial Officers Act, reference (b), and the need for better management information, DoD is improving its methods for computing maintenance for facilities.  These new approaches are being implemented DoD-wide in programming and budgeting processes and for annual financial statement reporting purposes.

d. In previous budget submissions to the Congress and previous financial statements, DoD reported a single, cumulative deficiency dollar amount, often referred to as the “backlog of maintenance and repair (BMAR).”  The content of the amount (i.e., the projects and other work that made up to the amount) and the methods for computing and reporting the amount, were not standardized in DoD.  As a result of these limitations, the backlog amount was not very useful either for internal managerial use or for external reporting purposes.  Consequently, DoD has developed the Facilities Sustainment Model (FSM) to generate the annual sustainment requirements for the Department’s facilities inventory, using standard benchmarks.

e. RPM Methodology



(1)  In the past, the BMAR was submitted in accordance with guidelines contained in reference (c) and amended in reference (d) for FY 01 and after and became the requirement base for the RPM (M1, M2, R1, and R2) program.  The BMAR approach has lost credibility as it has increased over time with little or no impact on either resources or mission effectiveness.

f. SRM Methodology

(1)  Beginning with the FY 03 reporting cycle, the Navy will no longer use the RPM methodology to program and budget annual maintenance, scheduled repairs and out-of-cycle repairs and minor construction; the SRM methodology will be used.  The methodology is to sustain the required inventory of facilities in good working order (C1/C2) over a 50 year service life; improve/maintain readiness by restoring or replacing aged and damaged facilities, modernizing for the future and demolishing excess and obsolete infrastructure; and new construction to support new mission and quantity deficiencies.  Also, effective FY03, Preventive Maintenance Inspection (PMI) transfers from OBOS to SRM and Grounds Maintenance transfers from SRM to OBOS.

(2)  Sustainment includes those activities that will keep the facility in good condition and allow that facility to realize its useful life.  Included in these sustainment activities are (1) annual recurring maintenance to include PMI (regular inspections, adjustments, and preventive maintenance); (2) emergency response and service calls for minor repairs; (3) major repairs to components, which are expected to occur on a periodic cycle; and (4) replacements of components, which are expected to occur on a periodic cycle.  Facility sustainment also generally allows for overhead costs, which include architectural and engineering services directly related to designs for sustainment.  It does not include repairing or replacing non-attached equipment or furniture, or building components that typically last more than 50 years (such as foundations and structural members).  Sustainment does not include restoration, modernization, environmental compliance, specialized historical preservation, or costs related to natural disasters.

(3)  Using the Facilities Sustainment Model (FSM), the Navy can compute the annual sustainment requirements for 100% of the facilities inventory, using standard benchmarks.  The benchmarks, in turn, are based on standard commercial criterion and are unique to individual facility types.  The commercial benchmarks are unit costs (i.e., an annual sustainment requirement in dollars for one unit [such as one square foot] of one type of facility and are adjusted for each specific location).  The benchmarks are published in reference (e) as Cost Factors.

 (4)  Sustaining facilities according to standard maintenance and repair task schedules will allow them to remain effective through their expected life cycle.  At the end of that cycle the facility will be at the end of its economical service life or functionally obsolete, and will need to be recapitalized by either replacement or large-scale restoration.  When routine sustainment has not been adequately funded or performed, the expected life cycle is reduced – the facility wears out or breaks down prematurely.  Other events – such as storms, accidents, or sudden and unexpected changes in standards that increase requirements (such as force protection in the wake of bombings) – can also produce premature recapitalization requirements.

(5)  Restoration and modernization (R&M) is the complement to sustainment.  Restoration activities include repair or replacement of components (1) damaged as a direct result of the failure of another component, which was not properly maintained, repaired, or replaced when required; (2) at or near the end of the useful life of the facility, which are intended to extend the useful life of the overall facility; or (3) damaged as a result of natural disaster, fire, accident, sabotage, or act of war.  Modernization activities include installation and alteration of components or fixtures, solely to (1) implement new standards or (2) to provide a new capability within the overall functionality of the original facility. Increase in standards generated requirements and requirements generated from facility “obsolescence” are classified as “modernization” requirements.  The Installation Readiness Reporting System (IRRS) in reference (d) enables activities to also report their facility quantity deficiencies.  It is not, however, called “existing backlog”.

(6)  Recapitalization is major renovation or construction activities, including replacement of individual facilities, necessary to keep an existing inventory of facilities modern and relevant in an environment of changing standards and missions, by extending expected service life or restoring lost service life.  Recapitalization covers restoration and modernization of existing facilities and does not cover new footprint, neither does it cover demolition for reduction in real property inventory.

(7)  Demolition and Disposal:  The removal of a facility (or portion of a facility) unrelated to a Military Construction project or a restoration and modernization project is demolition.  This demolition is not sustainment, nor is it restoring or modernizing - it is demolishing and was separate from RPM and is separate from SRM.  This demolition refers to the centrally managed demolition program.  It is essential to continue to demolish and dispose of excess and obsolete facilities through FY09 at the current rate of 2 million SF per year.  Divesture is another method to remove real property from inventory.  This will ensure SRM and Other Base Operating Support (OBOS) funds are expended for valid, valuable, long-term requirements.

(8)  New Footprint:  New footprint is construction that increases the overall plant size at an installation.  New footprint includes both MILCON and Minor Construction under the MILCON threshold.  The threshold limit for minor construction projects has been increased from $500K to $750K.

(9)  Real Property Inventory (RPI) Forecast:  includes new footprint, disposal, and conversions.  RPI is used to adjust the RPI to adjust sustainment in outyears.

(10)  The Navy’s Facility Investment Strategy approved by the VCNO on 15 August 2001 employs the DoD Facility Sustainment Model (FSM), Version 4.0, to determine the sustainment requirement and the IRRS to report the Restoration and Modernization (R&M) requirement.  Total SRM is the sum of sustainment and R & M.

5.
Fund Source Impact
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a.
The SRM methodology is valid for O&MN, O&MNR, RDTE, NWCF, FHN, MCN and O&M Defense SRM accounts.  Public Private Venture (PPV) efforts may involve SRM funds, the wording of the agreement/contract will drive how SRM actions are handled and funded.

b.
Projects and work items that contain both sustainment and R&M work will have the types of work and associated costs identified and tracked separately, even if the work is dependent on each other to alleviate the deficiency.  It is not necessary to develop two separate projects (one for sustainment and one for R&M) in this case, just track each type of work and its cost separately.  Classifications of repair and budget requests should be submitted using modules of S, R, and M categories.  This is true for the AIS submission and when funding the work, and is valid whether the work will be accomplished via contract or in-house resources.  If a requirement contains Sustainment and R&M, then two separate projects will not be developed.

c. The migration of RPM (M1/R1and M2/R2) and MCON to the SRM methodology is included in the chart below.  Approval and notification levels identified in reference (f) are still valid and applicable to each class of work.


Migration of RPM to SRM






6.
Action

a.
Naval Facilities Engineering Command

(1)  Provide updates to references (c) and (f) and IRRS instruction to reflect the shift from RPM to SRM.

(2)  Work with the Civil Engineer Corps Officers School (CECOS) to update courses and training to include SRM.  

(3)  Provide updated guidance as necessary.

b.
Installation Management Claimants (IMCs)

(1)  Monitor installation reporting progress and provide assistance and advice.

(2)  Ensure timely facility inventory information is provided through iNFADS and IRRS data is complete and accurate so that the information emanating from FSM and IRRS project an accurate portrayal of SRM requirements.

(3)  Ensure all items of work within projects are identified as S, R & M, D, and/or NF in project documentation and in all documents where the project is reported.

(4)  Submit requirements for demolition and new footprint.

Definitions

· Sustainment:  Activities necessary to keep facilities in good condition (C1/C2).  The intent is to include the activities, which if accomplished when required, would keep a facility in good condition and therefore allow that facility to realize its intended useful life.  Included in these sustainment activities are annual recurring maintenance to include PMI (regular inspections, adjustments, and preventive maintenance); emergency response and service calls for minor repairs; major repairs to components, which are expected to occur on a periodic cycle; and replacements of components, which are expected to occur on a periodic cycle.

· Restoration:  Activities necessary to return facilities to good condition (C1/C2).  The intent is to include the activities, which should not have been necessary, had the facility been properly sustained or had some unexpected event not occurred.  Included in these restoration activities are repair or replacement of components damaged as a direct result of the failure of another component, which was not properly maintained, repaired, or replaced when required; repair or replacement of components at or near the end of the useful life of the facility, which are intended to extend the useful life of the overall facility; and repair or replacement of components damaged as a result of natural disaster, fire, accident, sabotage, or act of war.

· Modernization:  Activities necessary to improve facilities beyond original conditions or capabilities.  The intent is to include the activities, which upgrade the overall facility conditions or capabilities beyond those incorporated into its original design and construction.  Included in these modernization activities are installation or alteration of components or fixtures, solely to implement new standards; and installation or alteration of components or fixtures, solely to provide a new capability within the overall functionality of the original facility.

· Recapitalization Rate:  The number of years it would take to regenerate the physical plant either through replacement or major renovation(s) – at a given level of investment.  The basic recapitalization metric is:

Recapitalization Rate = Assets (measured in plant replacement value)
Annual Investment (R & M requirement)

The recapitalization rate is expressed in the number of years it would take to regenerate the physical plant – either through replacement or major renovation(s) – at the given level of investment.  The formula is used to calculate the facilities recapitalization rate for each year of the Future Years Defense Plan (FYDP) and is compared to expected service life benchmarks.

· New Footprint:   It is new construction that increases the overall plant size.  The IRRS system enables activities to also report their Facility Quantity deficiencies.  Analyzing current assets and requirements from the Navy Facility Planning System (NFPS) generates quantity deficiencies.  The NFPS system has been expanded to include a Regional Shore Infrastructure Planning System (RSIP) to identify requirements for Foot Print on a regional vice Installation level.

· Demolition and Disposal:  Permanent removal of facilities from the inventory.

· Plant Replacement Value (PRV):  PRV is the cost in current year dollars to design and construct a notional replacement facility, which will perform the same functions as the existing facility, within the same capacity as calculated in the assigned Facility Analysis Code (FAC) primary unit of measure.  The notional replacement facility will also be constructed to current standards of materials and design.

· Maintenance:  The recurring, day-to-day, periodic, or scheduled work required to preserve or return a real property facility to such a condition that it may be used for its designated purpose.  The term includes work undertaken to prevent damage to a facility that otherwise would be more costly to repair.
· Repair:  Repair means to restore a real property facility, system or component to such a condition that it may effectively be used for its designated functional purpose.
· Construction:  The erection, installation, or assembly of a new real property facility; or the addition, expansion, extension, alteration, conversion, or replacement of an existing real property facility; or the relocation of a real property facility.  Construction projects include the demolition of facilities to be replaced, supporting utilities, roads, parking lots, equipment installed in and made a part of such facilities, related site preparation, excavation, backfilling and landscaping, or other land improvements incident to the project.
· M1/M2:  Maintenance and repair activities.  M1 signifies activities that are within the Commanding Officer’s funding authority, while M2 signifies activities that are above the Commanding Officer’s funding authority and must be approved and/or funded by a higher authority in the chain of command.

· R1/R2:  Minor construction (to include alteration and improvement) activities.  R1 signifies activities that are within the Commanding Officer’s funding authority, while R2 signifies activities that are above the Commanding Officer’s funding authority and must be approved and/or funded by a higher authority in the chain of command.

· Backlog of Maintenance and Repair (BMAR):  Maintenance and repair deficiencies that are unfunded as of the end of the fiscal year.

· Critical Backlog of Maintenance and Repair (CMAR):  Maintenance and repair deficiencies that must be corrected during the next 12-month cycle, are unfunded as of the end of the fiscal year and meets one or more of the criteria for Mission, Safety, Environmental and Quality of Life as outlined in reference (c).

Cross Reference of RPM to SRM

	Example
	RPM Methodology
	SRM Methodology

	PMI - Regularly scheduled adjustments and inspections
	RPM (M1)
	Sustainment

	Preventive Maintenance
	RPM (M1)
	Sustainment

	Emergency/Service Calls
	RPM (M1)
	Sustainment

	Expected major repairs or replacement of facility components
	RPM (M1, M2, R1 or R2)
	Sustainment

	Maintenance and repair overhead costs
	RPM (M1)
	Sustainment

	Repairing or replacing building components designed to last more than 50 years (i.e, foundations)
	RPM (M1, M2)
	Restoration & Modernization

	Environmental compliance
	RPM (M1 or M2, R1 or R2)
	Restoration & Modernization

	Specialized historical preservation
	RPM (M1, M2, R1 or R2)
	Restoration & Modernization

	Maintenance and repairs related to natural disasters
	RPM (M1, M2, R1 or R2)
	Restoration & Modernization

	Maintenance repairs and improvements related to accidents
	RPM (M1, R1 or R2)
	Restoration & Modernization

	Maintenance repairs and improvements related to sudden or unexpected changes in standards (i.e., AT/FP)
	RPM (M1, M2, R1 or R2)
	Restoration & Modernization

	Activities to bring facilities up to current building codes
	RPM (M1, M2, R1 or R2)
	Restoration & Modernization

	Activities to bring facilities up to current mission requirements
	RPM (M1, M2, R1 or R2)
	Restoration & Modernization

	New footprint construction below MILCON threshold
	Included in RPM
	Included in SRM

	Dredging
	RPM (M1, M2, R1, or R2)
	Included in sustainment (not modeled) 

	Conversion (change category code)
	R1 or R2
	Restoration & Modernization
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