FY 2005 NWCF BUDGET 

SUSTAINMENT, RESTORATION & MODERNIZATION (SRM)  BUDGET GUIDANCE

(WITH SCHEDULES 1, 2 and 2a)

Sustainment, Restoration and Modernization

1. General

The distinctions between facility sustainment, restoration, and modernization are simple in concept but complex in application.  The differences between these are most clear when viewed from the perspective of the intended outcome of the work, rather than the precise nature of the work.  In fact, the exact same or very similar work on different facilities, or at different times on a single facility could be considered to be either sustainment or restoration or modernization.

2. Sustainment

 Activities necessary to keep facilities in good condition.

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 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.

· Replacements of components, which are expected to occur on a periodic cycle.

Sustainment does not include restoration, modernization, environmental compliance, specialized historical preservation, or costs related to acts of God.

Sustainment requirements can be forecasted using unit cost factors adjusted for location.  DoD employs the Facilities Sustainment Model (FSM) system to determine DoD-wide Facility Sustainment requirement.  The formula is:

	Requirement = Facility Quantity x Sustainment Cost Factor x Area Cost Factor x Inflation Factor


The Facility Quantity is a derivative of the Naval Facilities Assets Database (NFADB).  Annually DoN provides DoD with a certified Real Property Inventory (RPI) report, DoD checks the report for anomalies and uses it for both the real property financial report to Congress and the Facility Quantity data in FSM.  Sustainment Cost Factors are validated annually by the OSD.

3. Restoration

Activities necessary to return facilities to good condition.

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.

· Repair or replacement of components damaged as a result of natural disaster, fire, accident, sabotage, or act of war.

4. 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.

· Installation or alteration of components or fixtures, solely to provide a new capability within the overall functionality of the original facility.

5. Budget Schedules (1, 2, 2a)

GENERAL

The primary purpose of the SRM schedules (X Activity, Schedules 1,2 and 2a) is to ensure adequate funding for sustainment, restoration & modernization of real property by NAVSEA activities. 

SCHEDULE 1
Schedule 1 is the certification required as part of your budget submittal that must be signed by both the Comptroller and the Public Works Officer.  Coordination of the SRM budget and the minor construction portion of the Capital Purchases Program (CPP) budget requirements are essential.  The importance of this coordination between CPP and SRM cannot be over emphasized.  Minor Construction projects requiring headquarters approval will NOT be approved unless they have been appropriately coordinated and included in the CPP budget. 

SCHEDULES 2, 2a

The Activity’s budgeted amounts for SRM must be adequate to eliminate the critical and backlog of maintenance as identified on the activity Annual Inspection Summary (AIS) as well as to correct deficiencies contributing to a C3/C4 rating in the Installation Readiness Reporting System.  Schedule 2 shows your plan of action to sustain the plant account, eliminate the critical and non-critical backlog, correct maintenance and repair deficiencies contributing to a C3/C4 readiness rating in the Installation Readiness Reporting System (IRRS).
Schedule 2 requires Sustainment expenditures for each IRRS Facility Class that sustain real property but does not reduce the Activities backlog of maintenance and repair. Schedule 2 also requires (SRM) expenditures by IRRS Facility Classes and Investment Categories (IC) with sub-categories for “Critical” and “Non-Critical” Sustainment Restoration and Modernization Projects < > $100,000. The Sustainment, Restoration and Modernization requirements reported in IRRS (excluding MILCON) should form the core SRM requirements on the Schedule 2.  This facilitates correlation of identified AIS deficiencies by Investment Categories with IRRS Facility Classes.  

Each of the 8 Facility Classes are listed in the Schedule 2 budget exhibit.  Each Facility Class is sub-divided by each Investment Category (IC) and rolls up to that Facility Class. Each IC is further divided into “Sustainment (non-backlog reduction),” “Critical Backlog Reduction” and “Non-Critical Maintenance”.   The SRM project costs for each IC is totaled.  The Sustainment expenditures and the RM project cost by IC are totaled to generate total budgeted expenditures for that Facility Class.

Schedule 2 is in two parts which are linked worksheets in the Excel spreadsheet document titled ”SRM Schedules 2 and 2a”.  The first part (identified as worksheet “Sked 2”) is the entry point for your SRM budget data.  The second part, contained in worksheet “Sked 2a”, provides automated summation (through Excel links) of your input data.  Lines may be added to the “Sked 2” form as necessary to satisfy your budget listing requirements.  

All fields in the blank spreadsheets (“Sked 2”, Sked 2a”) that contain “0.0” are backed by formulas that total information you provide elsewhere.  If information is entered correctly, all necessary totaling should be done automatically.  Although activities may not have facilities in all 18 IC’s, the IC data and the calculated totals associated with these IC’s, should NOT BE DELETED from the sheet.  

Although “Demolition” is no longer identified separately under “Non-Critical Maintenance”, demolition of costly facilities that are excess to mission requirements is strongly encouraged.  SRM funded demolition should be clearly identified under the appropriate IC for the facility and should include the P-164 facility number.  Information must be correlated with information contained in the NAVSEA Demolition Database.

6. Examples and Discussion

· Exterior surface repair or resurfacing (roof/siding/windows/doors).  

If accomplished because of normal wear or age, the work would be classified as sustainment.  

If accomplished because of unexpected damage from a natural disaster or fire, the work would be classified as restoration.  

If accomplished to repair or replace inferior materials or workmanship, significantly earlier than would otherwise be expected, the work would be classified as restoration.  

If accomplished solely to change the color or finish material, which is otherwise in good condition, the work would be classified as modernization.

· Interior surface repair or resurfacing (paint/wallpaper/ceiling/floor).

If accomplished because of normal wear or age of the surface, the work would be classified as sustainment.  

If accomplished because of unexpected damage from a natural disaster or fire, the work would be classified as restoration.  

If accomplished to repair or replace inferior materials or workmanship, significantly earlier than would otherwise be expected, the work would be classified as restoration.  

If accomplished to repair damage caused by a leaking exterior component for which repair had been delayed, the work would be classified as restoration.

If accomplished solely to change the color or finish material, which is otherwise in good condition, the work would be classified as modernization.

· Handicap fixtures or access.

If accomplished as part of work that would otherwise be routine maintenance, repair, or replacement, the work will be classified as sustainment.  The replacement of a worn out component or fixture with a handicap component or fixture is sustainment.

If accomplished as part of work that would otherwise be unexpected repair, or replacement, the work will be classified as restoration.  The replacement of an inferior or damaged component or fixture with a handicap component or fixture is restoration.

If accomplished only to provide handicap access the work will be classified as modernization.  The replacement of a new or undamaged component or fixture with a handicap component or fixture is modernization.

