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ABSTRACT

This thesis is a textbook for a course of study in Navy
Public Works administration; it is intended to be an overview
of all functions related to the management of Naval shore fa-
cilities. Chapter I defines the functions, responsibilities
and organization of the Public Works Department. Chapter II
provides a summary of the operation and management of a Public
Works Center, a separate command which serves all activities
in a given area. Chapters III and IV deal with real property
management and shore facilities planning and programming.

The essence of Navy facilities management--the maintenance

management system--is discussed in Chapter V. Chapters VI and

VII concern Public Works Department resources--the budgeting
' and accounting for financial resources, and the regulations
and policies which impact upon civilian and military personnel
management. The various contracts which are available for
Public Works support are addressed in Chapter VIII. The re-
maining five chapters cover specific Public Works management
concerns--family housing administration, utilities management,

transportation equipment management, safety, and the environment.
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PREFACE

The Navy can best accomplish its mission if ships and air-
craft are ready and able to perform as designed, and if those
ships and aircraft are manned by well-trained, competent per-
sonnel. The existence of shore facilities is vital to the
readiness of ships and aircraft and to the support and reten-
tion of personnel. The ships and aircraft must have adequate
and safe docking or landing facilities, repair shops and fuel
points. In order for the Navy to attract and retain the per-
sonnel needed to man the ships and aircraft, modern housing
and recreation facilities must be available to them. It is
the responsibility of the facilities manager to plan and
maintain the mission support and personnel support facilities
that are so essential to the mission.

Facilities management, or in Navy terminology, Public
Works Administration, is often considered to be static and
uninteresting because it deals with the routine and unglamor-
ous functions of providingtutilities services and fixing what-
ever breaks. However, in many respects this attitude is
unfounded. The facilities management field is dynamic; it
must be dynamic in order to meet the challenges of reduced
funding but aging facilities, the increased cost and reduced
availability of energy sources, the commitment to environmental
protection, new management processes made possible by the

computer, new equipment technology, and the changing policies




reflecting public attitudes and opinions. The Public Works
manager must meet these challenges with imagination and
resourcefulness.

This textbook is written for use in a course of instruction
in Public Works Administration. It is intended to serve a wide
variety of audience ranging from Civil Engineer Corps officers
with one or more tours of duty in Public Works, to Department
of Defense civilian personnel, the Navy and other service
officers with no previous Public Works experience. For the
experienced CEC officer the text should serve as a summary of
the various topics and a guide to sources of more specific
information. For those new to the Public Works field it should
provide an overview of the areas of concern in facilities man-
agement, and an understanding of the concerns of Public Works
managers. This text is not intended as an authoritative

statement of Navy policy, nor does it provide step-by-step

instructions for action in specific areas. It does summarize

policies and procedures and direct the reader to authoritative
sources of information, such as Department of Defense directives
and publications.

The basic sources of information used in preparation of
the text are the many instructions and manuals published by
the Department of Defense, Chief of Naval Operations, Naval
Facilities Engineering Command, and the Civil Engineer Corps
Officers School. Additional sources include non-military
facilities maintenance books, current publications such as

the Navy Civil Engineer Magazine and the Military Engineer
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Magazine, and personal experience and discussions with Public
Works personnel. A bibliographic reference list is provided
at the end of each chapter, along with a listing of suggested
references pertinent to that chapter.

The text chapters were organized, in general, in accord-
ance with priority of concern in considering an activity Public
Works organization. The first chapter defines the Public Works
Department, its organization and functions, and the organi:za-
tions which support it. The second chapter provides a complete
synopsis of the Public Works Center, an entity distinct from
the Public Works Department, and having different procedures
and resp_asibilities. The following chapters deal with the
fundamentals of real property and facility planning--how the
activity is established, how facilities are constructed, and
planning for new facilities. The fifth chapter reviews the
essence of the Public Works administration program, the main-
tenance management system--how the activity maintains and
repairs its facilities with scarce assets. Chapters six and
seven deal with resources--a consideration of how the PWD
budgets, obtains and accounts for financial resources, and a
review of some of the concerns of civilian and military per-
sonnel management. The next chapter provides an overview of
the various contract formats which are used by the PWD to
manage, maintain, repair or construct facilities. The final
five chapters are about specific Public Works Department
responsibilities. The planning, operating and maintenance

of family housing are discussed in chapter nine. Chapters ten




through thirteen deal with utilities management, transporta-
tion equipment management, safety and the environment.
Bibliographies, lists of suggested references and appendices
are included at the end of each chapter.

Because the scope of this text is broad, and because the
facilities management field is so dynamic, it is recognized
that some information contained herein may be outdated shortly
after publication. It is, therefore, intended that users of
the text revise it as necessary to reflect current policies
and procedures. Readers who have had experience in the spe-
cific areas of Public Works management may provide input to

study of those areas through class discussion.

5 March 1980 Donald M. Haydon, Jr.

Kenneth N. Schroeder
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I. THE PUBLIC WORKS DEPARTMENT

A. FUNCTIONS AND RESPONSIBILITIES

1. Introduction

The Naval shore establishment exists to support the
operating forces of fhe Navy; the Public Works organizations
exist to maintain and support the shore establishment. The
basic function of public works organizations is to manage the
facilities of the shore establishment during their entire life
cycle--from planning, design and construction, through main-
tenance and repair, and finally to demolition or disposal.

2. Definition

"Public works" is defined as the buildings and struc-
tures at a naval shore activity, including permanent fixtures
therein, and all fixed equipment pertaining thereto (NAVFAC
P-68). The following types of buildings, structures, fixtures
and equipment are ciassified as "public works'": air fields;
ammunition storage facilities; amphibious pontoon equipment;
bridges and causeways; buildings (including furniture and
fixed equipment); coal facilities, communication stations and
equipment (except mission operations equipment); docking
facilities; special purpose towers and structures; gas gener-
ation and distribution systems; harbor improvements; petroleum,
0oil and lubricant facilities; power generation and distribu-
tion systems; railroads; refrigeration plants; refuse disposal

plants; roads, pavements and grounds; sewer systems and
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treatment plants; shipbuilding ways; storm drainage systems;
target ranges; walls and fences; water collection, storage,
treatment and distribution systems; and waterfront facilities.
3. Functions
The Public Works Department (PWD) is responsible for
all matters pertaining to management of those things classi-
fied as public works.
These matters normally include:
-Facilities planning and programming
-Real estate management
-Facility design and construction

-Facilities maintenance, repair, minor construction,.
alteration, and equipment installation

-Utility system operation and maintenance
-Facility disposal

-Transportation fleet management, operation and
maintenance

-Housing administration
-Environmental protection program management

Each major function is usually broken down into sub-
functions which relate to the particular characteristics of
that function, such as utilities service contracts or utili-
ties production. Cutting across all of these functions are
various basic managerial techniques, such as personnel
management, budgeting, material management and reporting
{CECOS, 1979].

The Public Works Officer (PWO) may also have addi-
tional duty as Resident Officer in Charge of Construction
(ROICC). Under this duty the PWO is part of the Naval

13
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Facilities Engineering Command (NAVFAC), and is responsible

tor design and construction of new facilities at the activity.
Other responsibilities which may be assigned to a

PWD include fire protection/prevention services, and disaster

preparedness/recovery.

//‘\&\
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Miroslev Beriak © 1975 Diodrez

(Bailey, 1975)
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B. THE PUBLIC WORKS DEPARTMENT ORGANIZATION
1. Concepts

Planning and control are essential functions in any
organization, whether it be the local PTA, a commercial firm,
or a government entity. In the most basic terms, "planning
and control" refers to the process of planning what actions
will be taken and then taking management actions--control--
to attain the planned goals. The planning process may extend
over a broad range of time frames and constraints; from the
conceptual strategic planning of the future position of the
organization, to long range plans to reach the desired posi-
tion, to short range plans of the tasks to be accomplished by
a specific group tomorrow. The control function involves
measuring the output of the organization, comparing that out-
put with the planned goals or objectives, and then taking the
necessary actions to modify the organization's actions so that
output more closely approximates the goals.

Ideally, a person or organization would plan its goals,
perform its task, compare output with the goal, and make any
necessary changes. This can be done easily and informally in
a very small organization; but as the organization gains size,
and therefore complexity, the production personnel become too
involved with their primary duty to be concerned with the
planning and control functions. If this organization desires
to retain effective planning and control, separate divisions
would normally be established to provide the planning and

control functions.

15




;'j‘f'”- e

The principles of planning and control are evident
in the design of the standard PWD organization. Two key
organizational principles whicﬁ guide design of the PWD
organization are: the establishment of a component respon-
sible for work generation, job planning and scheduling,
which is administratively separate from those who perform
the work; and the promotion of production efficiency by
providing adequate work planning and by relieving production
supervisors of unnecessary administrative duties.
2. Organization
a. Basic Elements

The basic PWD brganizational elements are shown
in figure I-1. It is noted that the PWD organization to be
discussed is the basic design developed by the Naval Facilities
Engineering Command, and that there may be as many variations
to the design as there are Naval activities. This basic
organization must be modified to meet the needs of the local
situation in consideration of activity size, mission and
location, proximity to other activities, and other factors.
Some typical changes to the standard organization are dis-
cussed in section 2.c. The management staff of the geographic
Engineering Field Division is available for assistance in
developing or revising PWD organization design. Significant
changes to the department organization must be authorized by
NAVFAC and the Major Claimant.

The PWO as the department head is responsible to

the Commanding Officer (CO) for all facilities management

matters.
16
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PUBLIC WORKS OFFICER

ASSISTANT PUBLIC WORKS OFFICER

FACILITIES PLANNING
OFFICER
ADMIN FAMILY ENGINEERING MAINTENANCE
DIVISION HOUSING DIVISION CONTROL
DIVISION DIVISION
SHOPS
ENGINEER
MAINTENANCE UTILITIES TRANSPORTATION
DIVISION DIVISION DIVISION

PUBLIC WORKS DEPARTMENT ORGANIZATION

Figure I-1

The Facilities Planning Officer in a staff

position is responsible for long range planning for facili-

ties matters.

The Administrative Division supports the other

PWD divisions by providing office services,

and budgets.

17
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The Family Housing Divisicn is responsible for
all matters related to family housing operation, maintenance
and administration.

The Engineering Division is the technical staff
of the PWO.

The Maintenance Control Division (MCD) provides
the elements of planning and control for the PWD production
divisions. The MCD identifies work to be accomplished, plans
and schedules the work, and establishes standards for job
performance.

The Shops Engineer is responsible for the PWD
shops--the PWD production division. The organization of the
shops follows the functional lines, with the three divisions
being divided among the three major work outputs: maintenance,
transportation, and utilities.

The Maintenance Division is responsible for per-
forming maintenance and repair work on buildings and structures.

The Utilities Division is responsible for operation
and maintenance of utilities generation and distribution
systems.

The Transportation Division is responsible for
operation, maintenance and administration of the transporta-
tion fleet.

b. Responsibilities and Functions [Source: NAVFAC
P-318, Organization and Functions for Public Works

Departments]:

18
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(Weber, 1979)

“Barton, do you have something vou want to share with
the rest of us?’

(1)

Public Works Officer. The PWO is a Civil

Engineer Corps Officer (CEC), responsible to the CO for all

facility-related matters. As a manager, the PWO is responsible

for all functions of the PWD.

(2)

Administrative Division. (Figure I-2) The

Administrative Division is responsible for all matters per-

taining to organization, methods and procedures; civilian

personnel; office services; reports and statistics; and budget

and finance. In addition, when local conditions warrant mater-

ial purchases by the PWD, this function will normally be

performed by the Administrative Division.

the Administrati

Personnel Branch. The Personnel Branch of

ve Division is responsible for timekeeping

19




ADMINISTRATIVE
DIVISION
PERSONNEL OFFICE SERVICES
BRANCH ' BRANCH
FINANCIAL MANAGEMENT ANALYSIS
BRANCH BRANCH
ADMINISTRATIVE DIVISION

Figure I-2

and personnel records, and for maintaining liaison with the
activity Civilian Personnel Office (CPO). The PWD normally
should rely upon the CPO for technical personnel services
and should not duplicate any services which that office
provides.

Office Services Branch. The Office Services

Branch of the Administrative Division is responsible for
distribution of office supplies, furniture and office equip-
ment; stenographic and typing pool services; duplicating
services; messenger services; and central files.

Financial Branch. The Financial Branch of

the Administrative Division is responsible for developing,
coordinating, and presenting budgets; fiscal auditing and
accounting; compiling, recording, and reporting real property
data; inventorying and recording public works materials and

equipment. The branch maintains accounting controls on

20




Expense Operating Budgets made for the PWD and controls job
orders from a financial standpoint. This branch provides
accounting data for job orders.

Management Analysis Branch. The Management

Analysis Branch of the Administrative Division is responsible
for conducting management analysis studies pertaining to
organization, staffing, work measurement, workflow, and civil-
ian personnel utilization; provision of special procedures
and methods studies; maintenance of records of all reports
required by the Department, the due dates of such reports,
and information showing compliance with reporting require-
ments; the accumulation of statistics and the preparation of
statistical reports, and charts and graphs as required.
Advises the PWO, under the management-by-exception principle,
of areas that require follow-up and corrective action.

(3) Family Housing Division. (Figure I-3) Each

installation having family housing management responsibili-
ties has a centralized Family Housing Office. Centralized

responsibilities for family housing management are assumed

FAMILY HOUSING

DIVISION
PERSONNEL SUPPORT ;ﬁg{géaégg
BRANCH
. BRANCH
FAMILY HOUSING DIVISION
Figure I-3
21
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by a Family Housing Division within the PWD. The Family
Housing Division is responsible for management of all aspects
of family housing. This organization is headed by a Family
Housing Manager who is directly responsible to the PWO.
Specifically, the Manager is responsible for conducting the
housing requirements surveys,; programming housing acquisi-
tions; planning for operation, maintenance, repairs, altera-
tions, and improvements; translating plans and programs into
budgetary requirements; managing resources (funds, manpower,
and utilities), controlling, issuing, and repairing household
furniture and equipment; monitoring assignment and utiliza-
tion of housing units; conducting habitability inspections;
monitoring occupant maintenance and self-help projects; pre-
paring and/or reviewing housing reports, such as inventory
and utilization, housing referral, and financial; comparing
operational performance to goals; administering housing
referral services; maintaining a close working relationship
with other organizational entities and maintaining liaison
with local authorities, real estate organizations, and
community groups to promote and encourage the cooperative
achievement of goals.

Personnel Support Branch. The Personnel

Support Branch of the Family Housing Division is responsible
for those administrative functions dealing with satisfying
requirements for locating housing, such as: housing referral
service, HUD program, assignment, and termination, require-
ments surveys, leasing acquisition/certification, inventory
and utilization, and collections.

22




Facilities Management Branch. The Facil-

ities Management Branch of the Family Housing Division is
responsible for the maintenance of real property and equip-
ment, and also for response to the occupants' needs related
to the housing units. Specific functions are: financial
management, maintenance management, special projects, occu-
pancy inspections, resource conservation, community centers,
furnishings, and occupant relations.

(4) Engineering Division. (Figure I-4) The

Engineering Division of the PWD is responsible, with regard
to public works and public utilities, for all matters per-
taining to engineering studies and reports; preliminary
designs and estimates for Special Projects; engineering
design, including development of plans and specifications
with due recognition of the support available from the geo-
graphic NAVFAC EFD; field engineering, including hydrographic
and subsurface surveys; photographic services; and the main-
tenance of technical plan files and records. This Division
is responsible for preparation of shore facilities planning
reports and for the submission of basic data required by the
EFD for preliminéry engineering studies, including environ-
mental impact analyses and project economic analyses.
Whenever the workload justifies such action,
the Engineering Division may be subdivided into the following
branches: Electrical Branch, Mechanical Branch, Architectural
Branch, Civil and Structural Branch, Plans and Specification

Branch, and Facilities Planning Branch.
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ENGINEERING
DIVISION
ELECTRICAL MECHANICAL
BRANCH BRANCH
FACILITIES ARCHITEC- CIVIL AND PLANS AND
PLANNING TURAL STRUCTURAL SPECS
BRANCH BRANCH BRANCH BRANCH
ENGINEERING DIVISION

Figure I-4

Support by the NAVFAC Engineering Field

Division (EFD). The Engineering Division

should be sufficient to handle only routine work, and should
rely upon the geographic Engineering Field Division (EFD)
for the design of major projects, the preparation of speci-
fications in connection therewith, and engineering investiga-
tions in specialized fields.

Energy Resources Management. Each shore

activity has been directed to establish a focal point for
energy matters. Depending upon the size of the activity and
its mission, this function may be contained within the PWD.
In large activities using significant quantities of purchased
and/or generated energy, the designation of an energy conser-
vation engineer as a primary responsibility may be justified.

This function may be assigned to the Engineering Division due

24




to its close association with utilities design and project

programming. Alternatively, this specialized position may

be given special emphasis as principal advisor to the PWO.

Close coordination with other divisions of the PWD and with
other departments is required.

(5) Maintenance Control Division. (Figure I-5)

The Maintenance Control Division of the PWD is responsible
for the integration of short and long range maintenance plans
and for workload programming; screening and classifying all
work requests prior to submission to the shops for accomplish-
ment; the continuous inspection of shore facilities to reveal
the need for maintenance work; the preparation of manpower
and materials estimates for job orders; the determination of
the need for engineering advice and assistance; and the ini-
tiation of requests to the PWO for approval to perform work
by contract. The Division is also responsible for review,
recommendation, and justification to the PWO for funding of

special maintenance, alteration and repair projects when

indicated by recurring or costly maintenance experiences.

MAINTENANCE
CONTROL DIVISION

WORK RECEPTION INSPECTION PLANNING AND
AND BRANCH ESTIMATING
CONTROL BRANCH BRANCH

MAINTENANCE CONTROL DIVISION

Figure I-5
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For the usual types of maintenance work, and within limits
specified by the PWO, authority to approve job orders is
delegated to the Director of the Division. The MCD 1is
responsible for the preparation of all estimated standing
job orders as they apply to the maintenance and operation
of transportation equipment and utilities systems.

Work Reception and Control Branch. The

Work Reception and Control Branch of the Maintenance Control
Division is responsible for receiving inspection reports and
work requests, screening and classifying all formal work
requests for estimating and engineering work requirements,
preparing preliminary scoping estimates of jobs prior to
formal estimating and engineering, forwarding inspection
reports and associated work requests to the Engineering Divi-
sion and Planning and Estimating Branch for appropriate action,
providing customer liaison, maintaining status of inspection
reports and work requests, administering a standard work pri-
ority system equitable for all PWD customers, administering
maintenance service contracts based on contractu~il authority
vested in the PWO/OICC, and the master scheduling function.

Inspection Branch. The Inspection Branch

of the Maintenance Control Division is responsible for devel-
opment of realistic inspection schedules based on priority,
recommended frequency, and resource availability; utilizing
inspection standards and practices; performance of assigned
inspections of shore facilities within established schedules;

establishment and technical control of preventive maintenance
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inspections for shop forces; preparation of inspection
reports reflecting physical condition of the plant; and
preparation of the Type "A" Annual Inspection Summaries,

Planning and Estimating Branch. The

Planning and Estimating Branch of the Maintenance Control
Division is responsible for preparation of manpower and
material cost estimates (using Engineered Performance Stand-
ards) for work generated either from the shore facilities
inspection system or work requests; preparation of material
requisitions for nonstandard-stock items; the compilation of
estimating information designed to improve estimating tech-
niques for labor and material costs. The Branch is also
responsible for overall job planning for work to be accom-
plished, and for initiating job orders for all maintenance
work performed by the Maintenance and Utilities Divisions.

(6) The Operating Divisions. The Operating

Divisions are the production divisions of the PWD. The Shops
Engineer (a CEC officer at a large activity) or the Shops
Division Director (a civilian at medium and small activities)
directs and coordinates all matters pertaining to the opera-
tion of the Maintenance, Utilities and Transportation Divi-
sions, and maintains liaison between the PWD and other
components of the activity on maintenance, utilities and
transportation matters.

Operating division directors report directly
to the Shops Engineer or the Shops Division Director on all

matters concerning civilian personnel actions and grievances
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within the divisions. In addition, operating division
directors in their supervisory capacity are responsible for
production control--assuring that actual direct labor hours
do not exceed estimated or standard hours where established;
overhead control--assuring that actual overhead percentage
amounts are not excessive, or do not exceed standard amounts
where established; job assignments--assuring that job assign-
ments are so regulated that delay times are minimized;
quality of workmanship--final inspection of shop work;
material usage--verification of material usage; personnel
assignment--assignment of personnel as workload and backlog
dictate; personnel training--insuring proper training for
various trade groups as required to maintain and upgrade
skills in conformance with civilian personnel objectives and
organization needs; labor relations--supervisory personnel
must be trained in labor relations and be thoroughly familiar
with current labor relations agreements.

(7) Maintenance Division. (Figure I-6) The

Maintenance Division is responsible for the preventive main-
tenance inspection program and maintenance of all public
works, public utilities, refrigeration units, government
owned internal communication and fire alarm systems, and
roads and railroad trackage; receiving emergency/service
work requests and performing the work. Responsibilities
include, when authorized, repair, alteration and new con-
struction incident to repair, as well as maintenance. The

Division accomplishes maintenance work on utilities plants
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Figure I-6

and systems, provides caretaking services, maintains grounds,
provides personnel for solid waste collection, and accomplishes
pest control services.

The shop components of the Maintenance Divi-
sion vary among sizes and types of activities due to trade
workload requirements. The shops which may be included in
the division are: Metal Trades Branch--plumbing and pipe
fitting, boiler, sheetmetal and machinist trades; Electrical
Branch--electrical, refrigeration and air conditioning, com-
munications and fire alarm specializations; General Service
Branch--janitorial and grounds, refuse collection and disposal,
ground structures (railroad, roads, etc.), pest control ser-
vices; Preventive Maintenance Inspection Branch--an optional

branch for large activities; and Emergency/Service Branch--
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responsible for accomplishing 50 percent or more of all work
of an emergency/service nature, thus freeing other shops to
devote their time to scheduled maintenance work.

The staff of the Maintenance Division may
include personnel for clerical assistance and production
control functions. The Maintenance Scheduler provides over-
all job planning for the Maintenance Division. Shop Planners
provide supplemental detailed planning at the work center
level, prepare material requisitions to forward to the Supply
Department, maintain material procurement status, and arrange
for delivery and pick-up of materials.

(8) Utilities Division. (Figure I-7) The

Utilities Division is responsible for operating utilities
plants and distribution systems and monitoring the mainte-
nance of plants and systems. The Division is responsible
for performing the operator inspections and preventive main-
tenance inspeétion/service in accordance with maintenance

management procedures for power, heating, refrigeration,

UTILITIES
PIVISION

GENERATION DISTRIBUTION
BRANCH BRANCH

UTILITIES DIVISION
Figure I-7
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compressed air, water and sewage treatment plants; providing
feeder data for the utilities management system; and promot-
ing and supporting utilities conservation methods and measures.
The Division is also responsible for scheduling shut-down time
for equipment maintenance, and for accomplishment of systems
maintenance and overhaul.

When the size and complexity of the utility
systems warrant, the Utilities Division may be divided into
two branches: Generation Branch--steam, electric, water,
sewage, compressed air, and air conditioning production; and
Distribution Branch--mechanical and electrical distribution
systems. The staff of the Division may include personnel
for clerical assistance, production control, and utilities
technical and cost accounting analyses.

(9) Transportation Division. (Figure I-8) The

Transportation Division is responsible for providing trans-
portation and equipment services to all components of the
activity. These services include operating vehicle and equip-
ment pools; operating scheduled and unscheduled passenger and
freight transport systems; maintaining automotive, construc-
tion, railroad, mobile firefighting and weight-handling
equipment. The Division Director is responsible for planning,
organizing and developing equipment, manpower and funding
requirements; as well as directing, supervising, controlling

and coordinating the work of the two branches.
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Operations Branch. The Operations Branch

of the Transportation Division is responsible for operating
activity bus and taxi systems; operating trucking system for
intra-station movement of material and equipment; operating
the solid waste collection system; providing equipment and
operators to assist in facility maintenance functions, in-
cluding rigging and heavy lifts; assigning vehicles on long
term assignment to using departments; operating the activity
motor pool, and assigning vehicles on a daily or trip basis.

Maintenance Branch. The Maintenance Branch

of the Transportation Division is responsible for planning
and scheduling all maintenance actions, and ensuring effi-
cient shop loading in order to minimize equipment down time;
inspecting, diagnosing and performing maintenance necessary
to ensure safety, reliability, and efficiency of the motor
vehicle fleet; planning and coordinating maintenance work to
achieve maximum productivity and quality, and minimum ineffi-

ciency and waste.
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¢. Alternate Organizations

The PWD organization shown in figure I-1 and
described in Section b, above, is the standard structure for
a large PWD; however, the functions are applicable to all
PWDs. Variations in work volume and complexity govern design
of the organization. The basic functions to be included in
any PWD are management (the PWO), administration, family
housing, engineering, maintenance control and production
(shops). Depending upon the size of the organization, the
basic functions are subdivided as shown for the large PWD,
or combined for smaller PWDs. For example, figure I-9 shows
the organization of the PWD of a small activity, which has

from 30 to 75 maintenance personnel.

PUBLIC WORKS

OFFICER
ADMIN, ENGINEERING SHOPS FAM.HSG.
DIVISION DIVISION DIVISION DIVISION
TECHNICAL || MAINT. &
BRANCH UTIL. BR.

‘ INT.CON.] L_]| TRANS.
BRANCH BRANCH

PWD OF A SMALL ACTIVITY

Figure I-9
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In the small PWD the branches are eliminated in the Admin-
istrative and Family Housing Divisions, and their functions
are performed at the division level. Also in the small PWD
the Engineering and Maintenance Control Divisions may be
combined, and the Maintenance and Utilities Branches of the
Shops may be combined.
3. Staffing
a. Personnel

The PWD may be staffed by military officers and
enlisted personnel, and by civilian general schedule and wage
board personnel. The PWO, APWO, Shops Engineer and Facilities
Planning Officer billets may be filled by Civil Engineer Corps
officers. The criteria for determining the CEC staffing are
detailed in NAVFAC P-318, and include the number of people in
the PWD, amount of facilities O§M,N and FHMA,D funds, current
plant replacement value, and other factors. The administra-
tive and technical divisions are predominantly staffed with
general schedule civilian employees, while the operating
divisions are staffed with wage board employees.

b. Size Criteria

To provide the required services, public works
activities must maintain adequate and properly balanced staffs.
Several factors are considered in developing staffing levels,
but a current valid workload is of primary importance. All
documented work, including planned and estimated job orders,
inspection reports, work requests and other known requirements

must be considered. The general policy of the Department of
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Defense is that in the United States, new construction,
alteration and repair shall be performed by contract. An
activity's work force should not exceed that required to
accomplish the normal level of routine recurring maintenance
and upkeep. No attempt should be made to cover peak loads
of work with this basic force. A well documented backlog is
very important in assessing the staffing requirements of the
PWD [Hocutt, 1974].

Backlog is not the only factor considered in
determining staffing requirements. Emergency service require-
ments, dynamic equipment inspection services and standing job
orders represent fixed recurring requirements of maintenance.
In determining maintenance control staffing requirements, a
variety of functions are considered.

Generally, maintenance staffing is based on a
six-month backlog for each trade. This means that after
covering all fixed, recurring work, remaining staffing should
be able to accomplish all known and valid in-house work re-
quirements within six months, provided that no additional
work is injected into the system [Hocutt, 1974].

Another criterion which can be used to provide
an estimate of total maintenance manpower needs is based on
current plant value (CPV) of the activity, as determined from
NAVFAC P-164, the Detailed Inventory of Naval Shore Facili-
ties. Figure I1-10 proyides a graph relating numbers of

personnel to CPV.
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For years beyond 1969, convert replacement
value to 1969 dollars by dividing by the
multiplier from NAVFAC P-1€4 (using per-
manent facility factor--Replacement Cost
of Class 2 Real Property)

W
Q
Q
A

200 4

Beyond $250 M
replacement value,
estimate number of
persons using 0.9
craftsmen per
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|
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o

100 200 300
REPLACEMENT VALUE (1969 $ X $1M)

NUMBER OF MAINTENANCE CRAFTSMEN VS REPLACEMENT VALUE

Figure I-10

C. THE PUBLIC WORKS DEPARTMENT IN THE COMMAND

1. Area of Responsibility

Navy Regulations assign to the Commanding Officer of
an activity the responsibility for the material condition of
the facility. Accountability flows to the CO from the Chief
of Naval Operations (CNO) through the operational chain of
command. Normally, the activity Public Works Officer is

delegated the authority and held responsible for all matters
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pertaining to public works management and material condition
of facilities.

In some locations where several Navy activities are
located in close proximity, it has been deemed prudent for
the Public Works Department of one of the activities to pro-
vide public works services for all activities in the area.
The organization is defined as a Public Works Lead Activity
(PWLA), but it remains an organizational component of its
parent activity.

A Public Works Center (PWC) is a separate organiza-
tion under the command of the Commander, NAVFAC. PWCs are
located in areas of large concentrations of Naval (and other
service).activities, and provide public works services to the
supported activities. The distinctions between a PWLA and a
PWC are that the PWC serves a larger clientel, the PWC works
under the Navy Industrial Fund, and the PWC is a separate
command rather than a component of one activity.

The PWD and the PWLA have essentially the same func-
tions and responsibilities. This chapter deals with the PWD;
the PWC because of its unique position will be discussed in
a separate chapter, Chapter II.

2. Intra-Activity Relationships

The PWD is a service organization--its primary function

is mission support; it provides service to all other depart-
ments and organizations of the activity. The PWD is also a
user of services provided by other activity support depart-
ments. Some of the principal departments with which the PWD

interacts are:
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a. Operations Departments
The Operations Departments are those which carry
out the mission of the activity. The PWD supports these
departments by providing the facilities, utilities and equip-
ment necessary to accomplish the assigned mission. It is
imperative that the PWO and key PWD personnel be aware of the
activity mission and of the PWD support expected and required
by the operators. A knowledge of the mission needs will
enable the PWD to better schedule and prioritize PWD work in
support of the mission; this knowledge will also help the PWD
avoid placing a high priority on unjustified work simply be-
cause it was reported by the operating department!
b. Executive Officer
Normally the Executive Officer (X0) is concerned
with the routine operation of the activity and its support
functions. The X0 is often, therefore, more closely involved
with public works matters than is the CO, and assists the PWD
by providing information on Command desires and priorities.
c. Supply Department
The PWD is the Supply Department's biggest
customer--both in volume and diversity of items procured.
Virtually all of the PWD material procurement is performed
by the Supply Department, based on procurement requests pre-
pared by the PWD. Also, the Supply Department operates a
shops store in which are stocked high usage itemé and those

items which must be available for emergency repairs.
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Occasionally there may be some question concern-
ing whether a certain contract should be awarded by the Supply
Officer or by the PWO/OICC. The OICC, acting under contract
authority granted by NAVFAC, is responsible for contracting
for the design, planning, development, procurement, construc-
tion, alteration, repair and maintenance of public works and
public utilities at shore facilities; and for procurement of
construction, transportation, and weight-handling equipment.
The Supply Officer is responsible for procurement of standard
commercial materials, equipment and services. More definitive
guidance is provided in the NAVFAC contracting manual P-68,
and in the Navy Procurement Directives.

Probably the biggest source of the friction which
may develop between the Supply and Public Works Departments
is the tendency of PWD personnel to absolve themselves of
responsibility for material between the time a request is
submitted and when the material arrives. There is a respon-
sibility on the part of the PWD to follow through and check
on the status of outstanding materials. The PWD as a prin-
cipal customer of Supply should consider having a single
point within the organization to keep a record of, and
periodically check the status of requisitions for materials.

A second point of friction between the depart-
ments involves stocking of items in the shops store. The
quantity and type of material stocked in a shop store are
a function of usage or turnover. In addition, the shops

store can stock one-time or emergency items if they
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are justified. To establish and maintain appropriate stock-
ing levels, the Supply Department shops store supervisor must
be kept informed about new requirements, inadequacies, and
quality of stocks carried in inventory.

It is of paramount importance that the PWD per-
sonnel responsible for ordering material be well versed in
supply procedures, stock catalogs, etc., so that they can
function effectively and thereby help to maintain a viable
relationship between the departmenté [CECOS, 1979].

d. Comptroller

The Commanding Officer is provided appropriated
funds for the purpose of supporting the activity mission, and
is legally bound to spend the funds in the amount and for the
purpose that they were allocated. The Comptroller, or Fiscal
Officer, is responsible to the CO for preparing annual budget
submissions, monitoring the expenditure of funds, accounting
for expenditures, preparing reports, and generally looking
after the CO's financial interests.

As one of the major spenders of activity funds
for material procurement, utilities purchases, and civilian
personnel wages, the PWD must maintain close liaison with the
Comptroller's staff. Usually the PWD maintains informal
records of funds expended, but the Comptroller keeps the
official records of the activity (or coordinates with the
‘Authorized Accounting Activity). It is essential that the
PWD be cognizant of the status of funds so that allocated
funds are not overspent, and at the same time so that avail-

able funds are not left unspent.
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Many of the PWD functional areas are controlled
by directives which require periodic financial reports. Such
reports are prepared by the Comptroller following NAVCOMPT
procedures and based on work unit data provided by the PWD.
Prompt compilation of the input data from the PWD records
facilitates timely submittal of the fiscal reports to higher
authority.

The other principal area of coordination between
the PWD and the Comptroller is in the preparation of the
annual budget input. The Comptroller relies on the PWD for
accurate work unit and consumption data for budgeting. It
is in the best interest of the PWD to keep the Comptroller
advised of all current or forecast funding needs so that

adequate resources can be identified and made available.

41




e. Administrative and Personnel Departments

The Administrative Department is generally
responsible for screening and coordinating incoming and out-
going correspondence for the activity, and for maintaining
files of directives and official records. Due to the fact
that the PWD prepares or provides input to a large percentage
of the activity's correspondence, the PWD Administrative
Division must be aware of Command clerical policies and pro-
cedures. As the officer closest to the CO and XO, the Admin
Officer may staff facilities matters for the Command by in-
putting new requirements, checking status of work or finding
various answers for the CO or XO. The Admin Officer may also
serve the PWO as a good sounding board on matters of command
policy.

The Military Personnel Office, in addition to
providing service to the PWD military personnel, works with
the Family Housing Division by providing information on pend-
ing moves and other military personnel actions. Also, the
Admin or Military Personnel Offices may assist the PWD in
administration of the annual Family Housing Survey.

f. Medical Department

The Medical Department assists the PWD in trans-
portation management and utilities management, in addition
to providing medical support to the Department.

In the transportation area, the Medical Officer
is responsible to the Bureau of Medicine and Surgery for

overall management of ambulances and other specialized medical
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vans and equipment. The Medical Officer relies on the PWD
for maintenance of vehicles, but decisions as to vehicle
assignment, utilization and replacement are matters between
the Medical Officer and the District Medical Officer. In
the utilities area, Medical Department personnel inspect and
test the potable water supﬁly for bacterial level.

The Medical Department provides emergency medical
treatment to PWD personnel, and may provide other services
such as fitness for work examinations. The two departments
may also coordinate in occupational health and safety matters.

g. Mutual Assistance

Important relationships not found on the activity
organization chart are often established between the PWD and
other departments. The PWD can often obtain valuable assist-
ance in specialized areas from other departments on either a
formal or informal basis, rather than perform the function
inefficiently in-house or enter into an expensive contract.
Mission support functions which manufacture, repair or main-
tain operating equipment or facilities may be available to
assist the PWD. For example, the Supply Department may pack
and crate PWD equipment for shipment, the Aircraft Maintenance
Department may machine repair parts or the Communications
Department may help to repair PWD industrial radios. Of
course, these departments will expect reciprocal assistance

from the PWD!
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h. The Customer
Each customer of the PWD expects prompt service,

' and assumes that it is the highest priority customer that the
PWD has! It is incumbent upon the PWD not only to provide
the best possible service to all customers, but also to
explain to the customers the workload and the basis for
assigning priorities for work assignment.

The PWD customer, whether a tenant activity,
department, or family housing resident, can assist the PWD
in many ways to provide adequate and timely services. In the
area of maintenance management, the customer must take an

- active role in generating work through the work request or
trouble call. The customer can also assist maintenance forces

by making work areas available to them, arranging physical

security, and establishing reasonable priorities. The cus-
tomer is responsible for accepting maintenance work from
Public Works and should make sure that any dissatisfaction
is brought to the attention of the PWD managers. A customer
should have specific persons authorized to generate and sign
work requests, and should have a single designated point of
contact for liaison with the PWD [CECOS, 1979].

In the areas of transportation and utilities
> management, the primary customer responsibilities are cen-
tered around utilization and conservation. More specifically,
the holder of transportation Class "B' assigned vehicles is
responsible for achieving a certain predetermined mileage

each quarter, and for reporting mileage to the PWD eachquarter.
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The utilities customers are responsible for implementing
prudent conservation practices. In addition, there may be
a formal energy conservation committee consisting of PWD
personnel and customers, whose job is to effect utilities
cost reductions by identifying and eliminating waste in

utility services [CECOS, 1979].

D. SUPPORT FOR THE PUBLIC WORKS DEPARTMENT

1. Introduction

The Public Works Department has a wide variety of
functions and responsibilities, and in carrying out its
duties, acts under guidance provided from several separate
chains of command. As depicted on figure I-11, the activity
PWD has three lines of authority to the Chief of Naval Oper-
ations: NAVFAC, the Major Claimant and the Area Coordinator.
The purpose of this section is to discuss the relationship
between the PWD and each of these three areas, and to describe
the support provided to the PWD by the organizations in each
chain.

2. NAVFAC

a. Naval Facilities Engineering Command (NAVFAC),
one of the system' commands which'report to the Chief of
Naval Material, is responsible for and authorized to perform
the design, planning, development, procurement, construction,
alteration, repair and maintenance at shore activities of the
Naval establishment for public works and public utilities;
and to procure construction, transportation ang weight-handling

equipment. The Command exercises technical control in
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connection with alteration, repair and maintenance of public
works and public utilities, and establishes operating stand-
ards and procedures pertaining thereto [NAVFAC P-68].

Specifically related to the PWD maintenance
function, NAVFAC provides advice and assistance regarding
maintenance of public works, establishes standards and pro-
cedures for administrative and technical functions, provides
professional and technical advice, and performs specialized
technical services.

NAVFAC's role is one of providing advice and
assistance; but this has not always been the case. During
the 1950s each independent bureau and office pursued facil-
ities maintenance according to its own habits and customs;
there was no central coordinated program. Based in part
upon the deteriorated condition of the Naval shore facilities,
in 1963 the Secretary of the Navy designated the Bureau of
Yards and Docks (former name of NAVFAC) as the single exec-
utive for the maintenance of real property with full respon-
sibility for the program, including funding. Having the
advantage of a Navy-wide viewpoint of real property mainte-
nance needs, NAVFAC was able to develop procedures to allocate
funds where most needed; as a result, the further deteriora-
tion of facilities was stopped during the single executive
period. With the advent of Project PRIME in 1967, CNO assumed
the functions of the single executive, with NAVFAC providing

expert advice and assistance in facility matters. Funding and
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management now follow the same lines as command; funds are
provided in a single operations and maintenance budget.

As noted earlier, NAVFAC provides administrative
and technical guidance for each of the functions of the PWD,
and its organization for management is structured to corre-
spond with PWD functional areas such as housing, transporta-
tion, etc. [refer to Headquarters Organization Chart, figure
I-12]. Inasmuch as the PWD receives extensive support from
a variety of NAVFAC component organizations, some of these
organizations are discussed below.

b. Engineering Field Divisions

The Engineering Field Divisions (EFD) support the
Naval activities within a specific geographic area. They
represent NAVFAC in the provisions of technical support and
system implementation; in the design, construction, operation,
maintenance and repair of public works and public utilities;
and in the procurement, maintenance and operation of weight-
handling, construction and transportation equipment [NAVFAC
P-68]. The EFDs are tasked to respond to the request of the
CO or PWO for assistance in facilities engineering or manage-
ment problems.

There are six EFDs:

EFD Location Area
Pacific Division Honolulu, HI 14th Naval District,
and Pacific Ocean area
Atlantic Division Norfolk, VA Sth Naval District,

Atlantic and Caribbean
Areas, Europe
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EFD Location Area

Northern Division Philadelphia, PA 1st, 3rd, 4th, 9th
Naval Districts

Southern Division Charleston, S.C. 6th and 8th Naval
Districts
Western Division San Bruno, CA 11th, 12th and 13th

Naval Districts

Chesapeake Division Washington, D.C. Naval District
Washington

The EFDs are directed by a CEC Rear Admiral as
Commander, or a CEC Captain as Commanding Officer; the staffs
include a small number of CEC officers in key management
positions, and several hundred civilian engineers, technicians
and administrative personnel. The EFD is the primary source
of help for the local PWD.

¢. Housing Management Centers (HMC)

The HMC is a component of the EFD established to
administer the Navy family housing program. The EFDs have
total responsibility for the housing program, including
routine fund management for all activities within their
geographic areas; thus this is one exception to the étrictly
advisory role of the EFD. The housing program is a Department
of Defense program; CNO has cut through traditional chains of
command by establishing Housing Management Centers at EFDs
through which NAVFAC can administer the housing program. The
activity Commanding Officer has a separate budget and chain
of command with regard to the family housing program

d. Transportation Equipment Management Centers (TEMC)

Ancther area where the role of the EFD is more

than advisory is transportation equipment management.
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TEMCs have been established at some of the EFDs to advise

the Major Claimants on the management of all transportation

equipment within NAVFAC's area of responsibility. Most of
the direction received from the TEMC is in the name of the ‘
Major Claimant; however, the activity PWD personnel fre-
quently coordinate administrative and technical matters
directly with the TEMC. The Major Claimant controls the ‘n {

allowance of equipment, but the activity is responsible for

operation and maintenance of the equipment.
e. Resident Officer in Charge of Construction (ROICC)

The PWO may have additional duty orders to the
EFD as Officer in Charge of Construction (OICC) for limited |
or informal contracts and as ROICC for larger contracts. The
OICC/ROICC has a separate chain of command through the EFD, a
separate staff, separate manuals and directives, and separate
procedures--in short--a whole different job.

Commanders/Commanding Officers of the six EFDs
are designated as OICCs and have authority to award most
NAVFAC contracts without prior approval of NAVFAC Headquarters.
Contractural authority is further delegated to certain CEC
officers to act as OICC for some contracts within their
geographic area of responsibility. When this authority has
been so delegated, the appointee has the full authority and
responsibility for the contracts which are assigned. When
acting in a contractural capacity, the QICC derives contract
authority, not from the activity Commanding Officer, but from

the Contracting Officer. The responsibilities of the 0ICC
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are extensive and include everything from advertising the
contract to preparation of final payment vouchers and release
of the contractof from liability [CECOS, 1979].

Contracts which exceed the award authority of the
local OICC/PWO are awarded by the EFD. In this case, the PWO
may then be‘gesignated as ROICC if there 1is not another CEC
officer in tﬁe area specifically assigned to duty as ROICC.
The ROICC is responsible to the EFD for local administration
of the contract, including assuring that work is completed in
accordance with plans and specifications. On a case-by-case
basis, one-time authority may be granted to the PWO/OICC by
the Commander/Commanding Officer of the EFD to award a con-
tract of dollar value in excess of normal award authority.
Such authorization would be considered if local administra-
tion would be clearly advantageous to the Navy, and if the
local PWD staff has the experience and manpower to prepare
the plans and specifications and assure quality of performance.

An interesting relationship exists: the activity
is the customer for whom the OICC is coﬁstructing a facility
or providing .a service; if a separate OICC/ROICC is assigned
the contract the PWO represents the activity and the ROICC
represents the Contracting Officer. However, if the PWO is
also the QICC/ROICC, the incumbent is in the unique position
of being both the provider and the customer!

Whichever PWO/ROICC arrangement exists, the PWD
is the organization which will accept and maintain the new

or repaired facility provided by the OICC organization.
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During the contract design stage, the PWD must review the
design carefully in order to identify possible site inter-
ference or maintenance problems, or requirements for addi-
tional maintenance personnel, equipment or funds. During
the progress of work the PWD may be required to coordinate
utility connections by the contractor. During the final
stages of work and during the project turnover, PWD engineers
and shop personnel should become familiar with the new facil-
ity which they will soon be required to maintain. Also, the
ROICC must ensure that both contractor and PWD understand the
terms of any contract warranties which apply to equipment or
work.
f. Navy Environmental Support Office (NESO)

Located at the Naval Construction Battalion
Center (CBC), Port Hueneme, California, NESO is the central
coordinating office for the Naval Environmental Protection
Support Service (NEPSS). Regional Environmental Support
Offices are located at each EFD; NAVFAC is the NEPSS program
director. NEPSS supports activity COs in meeting their en-
vironmental responsibilities and goals by providing a source
of information and assistance on pollution, pollution sources,
and lucal and national environmental rules and regulations.

g. Civil Engineer Support Office (CESO)

Also located at CBC, Port Hueneme, CESO is in-
volved in PWD activities as the procurement agent for most
of the Navy's transportation equipment, and as a provider of

assistance on transportation equipment operation and
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maintenance problems. CESO is also responsible for the
development and implementation of the management information
systems used by activity PWDs.

h. Civil Engineering Laboratory (CEL)

CEL is a NAVFAC organization, the mission of
which is to be the principal RDT&E center for shore facili-
ties, ocean facilities, and the Navy and Marine Corps con-
struction forces. The lab is available to the activity PWD
to provide assistance in solving technical maintenance or
repair problems, on either a formal or informal basis.

i. Facilities Systems Qffice (FACSQO)

A NAVFAC organization located at CBC, Port Hueneme,
FACSO is the central automatic data processing center for
NAVFAC's Navy Facilities System (NFS), the single ADP system
sponsored by NAVFAC. Comprised of fourteen interfacing auto-
mated information systems, the NFS is concerned with the
requirements, acquisition and utilization processes as related
to real property, utilities and civil engineering support.
Processing of records, such as the activity Real Property
Inventory, is accomplished at FACSO.

j. Other PWDs

A valuable source of assistance to Public Works
Departments are the PWDs or facility maintenance departments
of nearby Naval or other service activities. This form of
assistance is especially useful to the small PWD which may
have limited personnel and equipment. For example, the PWD

at a small Naval activity in Puerto Rico was able to develop
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good working relationships with other Naval activities on
the island, and with a small Army base. As a result, the
activity saved several thousand dollars by obtaining a new
swimming pool filter system that was excess to the needs of
another activity; reduced the duration of operations down-
time by borrowing a portable generator when a power cable
failed; and improved pest control operations by borrowing a
sprayer in return for the loan of a tank trailgr to the Army
base.

The PWOs of the smaller activities also have
personal assistance available in the form of the CEC officers
at nearby activities. Frequent communication between PWOs
serves not only as a means to resolve local problems, but
also to discuss mutual concerns and area policies.

3. Major Claimant

The Major Claimant (fleet commands, Chief of Naval
Education and Training, Commander Naval Security Group, etc.)
are the operational link between the CNO and the activities.
In order to meet their responsibilities for coordination of
public works matters at activities under their control, the
Major Claimants are assigned CEC officers in Staff Civil
Engineer or Facilities Management billets. The function of
these staffs is to coordinate facility management policy for
the Command, administer the Command shore facilities planning
and programming function, allocate transportation equipment
resources, validate public works funding requests, allocate

Special Projects funds, and other duties as assigned.
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The PWD communicates with the facility management staff
regularly concerning these matters. The Headquarters staff
issues instructions implementing NAVFAC and CNO directives
and addressing maintenance topics peculiar to that Major
Claimant. The PWO must keep the Major Claimant staff
appraised of funding and Special Project needs, and of sig-
nificant maintenance problems which may impact upon the
mission of the activity.

With respect to facility matters, the Commanding
Officer has specific limitations imposed by the operational
chain of command. It is the duty of the PWO to know the
limitations placed on local authority in each functional
area and to advise the CO of these limitations as appropriate.
This means that the PWO must execute the unpleasant but vital
task of telling the command what it is prohibited from doing
[CECOS, 1979].

4. Area Coordinator

Navy directives provide for CNO to have an overview
of shore activities from a geographic standpoint as well as
from a functional standpoint to ensure that within each area
there is a coordinated shore establishment to provide support
to the fleet. This ensures that there is an even distribution
of effort on the part of the shore establishment within an
area, and that overlapping of functions, conflicts of policies
or regulations, or other coordination problems do not arise.
Some obvious areas that this responsibility covers are

establishing the uniform of the day for a Naval District and
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ensuring sound disaster control planning. In the facilities
management area, the coordination of shore facilities plan-
ning and programming and serving as the central figure in
community relations fall into the Area Coordinator's sphere

of responsibilities [CECOS, 1979]. A very important respon-
sibility of the Area Coordinator is the area of family housing
management. The Area Coordinator coordinates housing require-
ments planning through the annual housing survey, and coordi-

nates housing assignment practices.

E. THE PUBLIC WORKS DEPARTMENT AND THE COMMUNITY

Naval activities are a part of the local civilian commun-
ity; the actions of the activity have an impact upon that
community. Formerly, military activities tended to isolate
themselves from the community and from the legal control of
the community; the activity fence was a barrier. However,
that attitude is slowly being changed as the courts determine
that in many areas the military is subject to the state and
local statutes which regulate business and industry. Pollu-
tion laws, building codes, nuisance laws, traffic regulations,
planning ordinances and civil law all impact on the activity
and on the PWD in particular. A major change has taken place
in the environmental field where formerly the Navy was subject
only to federal laws and permit requirements. Recent court
rulings have held that Naval activities are subject to state
laws, and legal action has been initiated against Commanding

Officers for violations of state pollution laws.
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The PWO must be aware of local and state laws, and must
be sensitive to changes which might affect the activity. The
activity Legal Officer is a good source of advice concerning
local laws and military regulations. Because environmental
laws are complex, are issued by a variety of jurisdictions
and may be subject to change, specialized legal advice may
be required in that field. The Regional Environmental Support
Offices at the EFDs are available to activity PWOs to provide
this advice, as is the Navy Environmental Support QOffice at
Port Hueneme.

Encroachment is another important area of community
relations. Almost every activity has potential or existing
encroachment problems, which may be a necessary by-product
of the activity mission and function. The solution to this
type of problem is a two-pronged one of first establishing
and maintaining a dialogue with tho community, discussing
the reasons why certain things are as they are, and emphasiz-
ing the positive aspects of the military presence in the
community; and second, keeping the community informed of
future plans for the base and inviting comments before the
fact. Such participation should include various civic organ-
izations, ranging from the Chamber of Commerce to the PTA;
community officials, such as the mayor, city council, and
planning agency; as well as the agencies which exercise direct
authority over the Navy, such as local pollution control agen-
cies. The PWO should, with the knowledge of the CO, actively

participate in community affairs, and tell the Navy side of
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“We muct consgrirr the health ol the
commmity. we winst conseder v page mnid we monsd
constder the fine of 825 100 a day.”

’

(Weber, 1979)

various present and planned actions which might elicit commun-
ity reaction.

Consideration of the impact of social and economic factors
is also a required part of environmental impact assessments
and statements during the concept stage of major projects.

The Public Works Officer can also be instrumental in
taking positive actions to improve relations with the civilian
community. One common means of doing this is to invite the
local Boy and Girl Scout troops to use vacant Navy lands for
weekend camping trips or other outdoor activities. The PWO
can be a personal representative of the Navy and of the

Command through involvement with local chapters of civic and
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professional societies. Sponsoring an organization's meeting
on-base, or giving a presentation before a meeting are excel-

lent opportunities to '"spread the word."
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ITI. THE PUBLIC WORKS CENTER

A. ORGANIZATION AND FUNCTIONS
1. Mission

The Public Works Department is responsible for all
facilities management functions at a Naval activity. Where
several activities are located in close proximity, one activity
may be designated as a Public Works Lead Activity (PWLA) to
provide facilities management services to all activities in
that area. The PWLA remains a component of one of the activ-
ities. However, where a larger number of major activities
are concentrated in one area, a Public Works Center (PWC) may
be established as a separate activity under the command of
the Naval Facilities Engineering Command. The minimum cri-
teria for establishment of a PWC are: three or more customer
commands, at least 1,000 civilian employees and a total annual
budget of $30 million.

The PWC provides to its customers the same types of
services as those provided by the PWD--facilities maintenance,
utilities, and transportation services--at the request of the
customer commands. This chapter will not discuss the functions
included in these services in detail because they have been
discussed in the Public Works Department chapter.

The mission of the PWCs, as stated in NAVFAC Instruc-
tion 5450.82 is ". .. to provide public works, public utili-

ties, public housing, transportation support, engineering

65




services, shore facilities planning support, and all other
logistic support of a public works nature incident thereto,
required by the operating forces, dependent activities;hénd
other commands served by the PWC." Except for facilities
planning, family housing, inspection services, and some
engineering services, these functions are provided on a
reimbursible basis. Commanding Officers of customer activ-
ities retain financial responsibility for public works mat-
teng; PWCs are not tasked to provide financial management
suppéft. However, it has been NAVFAC policy to encourage
PWC personnel to become involved in the facilities management
budget process of customer commands.
2. History [Crumbley and Gagen, 1976]

After World War II it became apparent to the Bureau
of Yards and Docks (BUDOCKS, predecessor of NAVFAC), that the
Navy had to reduce its wartime facilities to a peacetime scale.
In 1948 the Navy began to consolidate redundant support ser-
vices in order to reduce capital expenses, and lower operating
and maintenance costs. As part of the consolidation effort,
the Secretary of the Navy (SECNAV) on 15 June 1948 established
the first Public Works Center at Naval Base, Norfolk, Virginia,
under the command of BUDOCKS, to provide public works type
support to activities of the Norfolk area.

Initially, not every activity in the Norfolk area was
required to use the PWC. This policy existed until 1960, when
SECNAV endorsed the PWC concept by directing the integration

of public works services at the six PWCs which had been
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established by that time.l

The PWC concept produced a major
change in Navy public works operations--activities still
budgeted for public works funds, but the new policy required
them to purchase their public works support from PWCs. Before
this policy was implemented, each activity had had its own
public works department with its own personnel under local
control; but under the new system the public works effort
was consolidated under a separate command--the PWC.

The establishment of PWCs under the command of
BUDOCKS changed that organization's role in facility main-
tenance management from one of advisor to one of active par-
ticipant. BUDOCKS' link with public works support was further
strengthened in 1962, when it was designated as the single
executive for management of all maintenance and utilities
operations throughout the Naval shore establishment. BUDOCKS
had maintained that funds allocated for maintenance and util-
ities operations in the past had not always been spent for
those functions, and that this had led to deterioration of
the physical condition of facilities. BUDOCKS was placed in
a position to improve the situation by instituting a uniform
facilities maintenance program throughout the Navy. BUDOCKS
developed public works programs and administered public works
funding through Naval District Public Works Offices (DPWOs,

now known as Engineering Field Divisions, EFDs).

1The question of whether all commands in an area must
utilize the PWC for public works support is still a current
topic at some PWCs. Some commands have chosen to perform
some PW functions in-house or under contracts awarded by the
Supply Officer.
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However, BUDOCKS' role changed again in 1967, when
under the unilinear Navy concept, command and support were
merged. CNO became the single executive for facilities man-
agement, and the responsibility for facilities management
funding was reassigned to the Major Claimants. The impact
of this change upon NAVFAC, as well as Navy facilities man-
agement, was significant because it no longer controlled
maintenance funds; it was now limited to providing advice
and assistance to Major Claimants and local commands.

3. Locations

Public Works Centers are shore activities of the
Naval Facilities Engineering Command; the chain of command
is via the geographic Engineering Field Division.

There are nine PWCs, located at:

San Diego, California
Norfolk, Virginia
Pensacola, Florida
Great Lakes, Illinois
Oakland, California
Pearl Harbor, Hawaii
Guam

Subic Bay, Philippines
Yokosuka, Japan

4. Organization
NAVFAC and the PWC commanding officers recognized
that limited maintenance resources and rapidly escalating
costs necessitated more efficient management of PWCs. Toward
this end, a standard PWC organization was developed in 1965
[Figure II-1]. This organization provided for clearly defined
functional responsibilities split between two groups--planning

and operations. The Planning Officer was responsible for
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completion of the job plan; and the Operations Officer was
responsible for material procurement and job accomplishment
[Sullivan, 1977]. In the late 1970s, a new organization was
designed and implemented. This new organization is shown in
Figure II-2. The key organizational change is that a single
department--Production--is responsible for all phases of shop
work.

5. Responsibilities

It is noted that the title of organizational compo-
nents and the exact responsibilities of each may vary from
center to center.

a. Commanding Officer

The Commanding Officers of PWCs are normally
Civil Engineer Corps Captains. The CO is responsible for
all matters pertaining to the PWC; he generally assumes the
role of "Mr. Outside" and leaves to the Executive Officer
the details of day-to-day operation of the PWC.

b. Planning Officer

The Planning Officer is a CEC officer who is
responsible for facilities planning, facilities engineering,
contract administration, and energy conservation programming.
The Planning Officer may also be designated as Officer in
Charge of Construction for NAVFAC contracts awarded by the
PWC.

c. Facilities Engineering Division

The Facilities Engineering Division is responsible

for all engineering work not in direct support of shop work.
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The Division completes engineering studies, planning docu-
mentation, project designs, contract drawings, field surveys
and tests, etc.
d. Contract Administration Division

This Division is responsible for preparation of
contract documents, contract administration and inspection
for all construction and maintenance service contracts
awarded by the PWC. The magnitude of the responsibility of
this Division is indicated by the fact that NAVFAC established
the goal of contracting 30 percent of the PWC's maintenance
work.

e. Production Officer

The Production Officer is responsible for planning,
administering, coordinating and directing the functions of the
production departments.

f. Production Control Office

The Production Control Office is the nerve center
of the PWC and the key point of customer contact. This office
receives the initial customer work requests, logs the requests
and channels them to the correct division; maintains the
status of the request as it moves through the PWC divisions;
insures that the work documentation is processed properly;
and provides status of work to customers.

~g. Service Department

The Service Department is responsible for work

acceptance, production engineering, job cost estimating and

planning, and material support. A Customer Services Division
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may screen incoming jobs, prepare scoping and fundable
estimates and issue emergency/service and minor work author-
izations.

The Production Engineering Division performs the

engineering and design work required in support of shop work.

The Planning and Estimating Division prepares
detailed plans and estimates for the job plans required in
support of specific and recurring work.

The Material Division requisitions and maintains
the status of material and equipment required for PWC opera-
tions.

h. Maintenance Department

The Maintenance Department accomplishes mainte-

nance, repair and alteration of buildings and other structures

such as piers and wharves; maintenance and repair of roads,
airfield pavement and grounds; trash and garbage disposal;
janitorial service for buildings; and street sweeping; etc.
i. Utilities Department
The Utilities Department is responsible for
distribution and, in some cases, generation of electricity,
gas, water, steam and compressed air, etc.
j. Transportation Department
The Transportation Department provides vehicles
for all support requirements including passenger sedans,
trucks, buses, railroad services, crane service, security
and medical vehicles. Both maintenance and operating

services are provided.
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k. Activity Civil Engineer [Crumbley and Gagen, 1976]

OPNAV Notice 5450 of 16 October 1969, provided
as Appendix A, defines Activity Civil Engineer (ACE) respon-
sibilities.2 As a member of the PWC staff, the ACE is nor-
mally assigned as the primary PWC representative to a specific
group of customer commands. The ACE's responsibility is to
look after the public works needs of customer commands, insure
that the PWC understands the needs of its customers, and
insure that the customers are aware of PWC capabilities and
limitations. The senior ACE is the focal point in the PWC
for customer relations and is the chief customer advocate.

In doing this job, an ACE may become involved in
all facets of PWC operations--determination of customers'
requirements, engineering design, job planning, cost estimat-
ing, work scheduling, job accomplishment, final approval and

acceptance of the services provided.3

In addition, the ACE
may become involved in internal customer facilities matters
which are related to public works management. At best, the
ACE may participate in the decision-making process as an

integral part of the organization, or act as a public works

2Although the OPNAVNOTE expired for record purposes
31 December 1969, it is apparently the only document which
promulgates ACE and SCE functions.

3There are differing opinions on the role of the ACE
within the PWCs. The ogposite stand is that the ACE should
not become involved with internal workings of the PWC because
a complex management system has been provided to control work
once it has entered the PWC system. The role of the ACE and
SCE are active topics of discussion within NAVFAC and the CEC
community in general. Three articles from the Navy Civil
Engineer Magazine which discuss the ACE and SCE roEes are
included as Appendix B.
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consultant; at worst, the ACE may be viewed as an outsider
by the customer and do nothing more than take orders for work
to be accomplished by the PWC.

1. Staff Civil Engineer [Crumbley and Gagen, 1976]

Staff Civil Engineer (SCE) responsibilities are
also defined in OPNAV Notice 5450, Appendix A. The ACE is
assigned to the PWC; however, a CEC officer may be assigned
as SCE to an activity which is a major customer of the PWC.
An ACE and an SCE would not be assigned to support the same
activity. The SCE has primary duty to the activity and nor-
mally has additional duty to the PWC. Although the SCE pro-
vides liaison between the activity and the PWC, he or she is
responsible to the activity for providing total public works
management. The SCE plans facilities management programs
and manages resources to meet the command's mission and the
CO's requirements.

In carrying out these responsibilities, an SCE
becomes more involved in the operations of the activity than
of the PWC. In fact, the SCE is the Public Works Officer of
the activity--but a PWO without a Public Works Department!4
Being an integral part of the customer command, the SCE is
sometimes viewed as an outsider by the PWC personnel; however,
the SCE may work as closely with PWC personnel as does an ACE,

and may interact also with all levels of the PWC organization.

4However, the PWCs stress that they are indeed the
customers' Public Works Departments.
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THE STAFF CIVIL ENGINEER

(Weber, 1979)

ACEs and SCEs are both involved in public works
matters at PWC customer commands, and form the primary com-
munication link between the PWC and supported activities.

6. Advantages and Disadvantages

The fact that nine PWCs have been established at
major Navy installations since dedication of the first one
in 1948 indicates that they are here to stay. From the total
Navy point of view as taken by NAVFAC, the PWCs are the most
effective and efficient means of providing real property main-
tenance support to large, concentrated Naval installations.

Some of the advantages of the PWCs are:s

the economy
of scale allows the PWC to provide services at lower cost than
can a PWD; the large size of the PWC and its large inventory
of equipment make available to the smaller customers a wider

range of equipment and labor skills; the break-even cost

STh.e advantages and disadvantages presented herein are
some of those commonly discussed. The purpose of this section
is to serve as a starting point for discussion of experiences
from the PWC or customer position.
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operation of the PWC provides the incentive for it to oper-
ate efficiently and to control costs.

The primary disadvantages of the PWC are from the
customer's point of view and center around the fact that the
customer CO does not have direct control over the public
works effort. The CO is responsible for his/her activity's
facility condition and is provided funds for maintenance of
the facilities but does not control performance of work.

A further disadvantage may arise if the CO éstablishes a
facilities management staff to oversee facilities matters
and coordinate with the PWC, and if the staff violates
NAVFAC policies due to lack of experience in the facilities

management field.

B. WORK ACCOMPLISHMENT

1. Introduction

Navy industrially funded Public Works Centers are
operated like private businesses. Each PWC has working cap-
ital in the form of a corpus, which is used to fund purchases
of material and payment of wages incident to performance of
work for customers. These direct charges are tabulated,
overhead charges are computed, and the customer is charged
for the work performed.

The PWCs can perform the work by contract, with PWC
personnel and equipment, or with a combination of both. Con-
tracting represents a major portion of the PWC's work, with

about 30 percent of the dollar value of work being contracted.
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The process of awarding contracts for construction or main-
tenance service is discussed in a separate chapter in this
manual. The in-house process of performing work is based
on the PWD maintenance management system, but has been
modified to meet PWC needs.

2. Production Management System

PWCs operate under a formal Productioﬁ Management
System (PMS), which is the result of a total systems approach
to management of the PWC. The PMS is based on production
management systems and techniques developed in civilian in-
dustry, with the intent of improving management of resources
and work accomplishment. Included in the PMS are the design
of the PWC organization (Section A.4), the establishment of
functional responsibilities (Section A.5), the establishment
of an effective workflow process, implementation of efficient
administrative and accounting procedures, and installation of
automated data processing systems.
3. Workflow [Production Management System for PWCs, 1978]
a. Types of Work
(1) Emergency/Service (E/S). E/S work is main-

tenance or repair work which requires a minimal amount of
planning or processing and can be accomplished within a short
time frame. Emergency work requires immediate action to pre-
vent loss or damage, restore essential services or eliminate
hazards. Service work is minor in scope and requires 16

hours or less effort.
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(2) Minor Work. Minor work consists of simple
jobs requiring little control, and being larger than E/S but
smaller than specific work. This work generally requires
from 16 to 80 manhours, requires no engineering support, and
is accomplished from funds placed on deposit with the PWC.

(3) Recurring Work. All work of a recurring

nature, such as janitorial, snow removal, street sweeping,
etc., 1is authorized by a recurring job order. These are
funded by the customer each quarter, and are restricted only
by the funds provided and by the general scope of work to be
accomplished.

(4) Specific Work. Any job of a one-time (non-

recurring) nature which exceeds the limits for either an E/S
or minor job is considered to be a specific job. Specific
jobs provide the greatest amount of control since each one
is assigned a job number, and costs are accumulated on each
job individually. Specific jobs may be of two kinds--cost

- reimbursible or fixed price.

Cost Reimbursible: When the scope of the
job is known, but the price cannot be estimated accurately,
a specific job is established and accepted by the PWC and
the customer on a cost reimbursible basis. In these cases,
the customer pays the actual cost of the job.

Fixed Price Agreements: Certain kinds of
jobs can be so accurately estimated that the PWC and the
customer accept the job on a fixed price basis. On these

jobs, assuming that the job is funded before the estimate
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has become ocutdated and that the scope of the job does not
change, the customer pays the estimated price rather than
the actual cost.

(5) Stand-Alone Contracts. Stand-alone contracts

are for work which does not involve PWC shops at all. The
contracts are administered by the Contract Administration
Division.

b. Procedures

(1) Emergency/Service. E/S work is received

by written or telephone request at the E/S Reception Desk,
screened, assigned accounting data and a standard completion
time, and forwarded to the E/S and Minor Work Division for
accomplishment.

(2) Minor Work. The customer submits a request
to Customer Services, where the request is reviewed and a
Minor Work Order is prepared. 1If material is required, the
work order is forwarded to the Material Division; then the
work order is forwarded to Production Control for scheduling.

(3) Specific Work. The Specific Work procedure

is shown in diagram form in Figure II-3. Work requests are
prepared by the customer and forwarded to the PWC via the
ACE or SCE who reviews the request for completeness and
validity of the work. The request is received by the Pro-
duction Control Office (PCO), which manages the programming
of work through all of the steps in the process involving
the Service and Production Departments. The PCO first logs

the job into the PWC system, prepares the appropriate job
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folder, and forwards the job to Customer Services for pre-
paration of a scoping estimate.

If engineering is required, Customer
Services prepares an engineering cost estimate and sends it
with the scoping estimate to the customer; the job folder 1is
returned to the PCO. The customer reviews the scoping esti-
mate, which is a rough estimate of job costs, and if the
work is desired, returns the request to PCO. If the engi-
neering is desired, the funding authority is also forwarded.

Upon receipt of customer funding authoriza-
tion, the PCO schedules the job for engineering; the job 1is
placed in the engineering backlog. Production Engineering
then prepares the preliminary design and returns the job
folder to the PCO. PCO schedules the job for cost estimating.

Planning and Estimating develops a fundable
estimate, which describes the scope of work the customer is
buying and serves as a written agreement between customer and
PWC. The job folder is returned to the PCO, which returns
the estimate to the customer for funding.

The customer reviews the fundable estimate,
and if the work is to be accomplished, returns the estimate
package to the PWC comptroller along with a funding document.
The funding information is then forwarded to the PCO which
processes the data into the job folder. PCO then enters the
job into the backlog file and schedules the job for engineer-
ing design in Production Engineering and preparation of a

detailed plan in Planning and Estimating. If necessary,
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Production Engineering prepares plans and specifications for
contracts required to support the job work being performed
by PWC shops.6

Planning and Estimating develops the job
plan which is the complete job information package for the
shops. The folder is sent to Material Division for order-
ing of material and equipment and then returned to the PCO
pending receipt of material and completion of contract work.

The PCO then deletes the job from the plan-
ning backlog file and enters it into the production backlog
file. Start and completion dates are provided, based on
required completion date, job duration, material delivery,
and contract award dates. The backlog file covers a 52-week

period.

Upon receipt of material and/or notification
of support contract award, short range (3 week) work schedules
are prepared by PCO. Weekly task level work schedules are
prepared and updated, based on daily shop performance feedback.

The work is accomplished and time is reported
on time and labor cards. The shop supervisors certify job
completion. The job is closed out, and the work progress
system is updated to reflect actual job costs.

c. Job Numbering
The essential element in keeping track of jobs with-

in the PMS is establishment of a system for identifying jobs.

6There are two classes of contracts: '"stand-alone'" con-
tracts which do not involve PWC shop forces, and those which
support the PWC shop forces.
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While the identification system may vary among PWCs, one
technique is the use of a seven-digit job number. The number
may have two digits to identify the customer, one to identify
the type of work, one to specify priority of the job, and
three serial digits to identify that particular job. The
number, or parts of it, would be used for the job from the
time it enters the PWC until the work is completed.

4. Data Processing [NAVFAC P-424, 1979]

a. Introduction

Keeping track of all the information needed to
administer the PWC operation would be nearly impossible with-
out automated data processing (ADP) equipment. NAVFAC,
through the Civil Engineer Support Office, Port Hueneme, has
developed a Public Works Center Management Information System
(PWC/MIS) for application at all nine PWCs.

The system is comprised of applications designed
to fulfill the management requirements of commercial/industrial
accounting, budget, and cost; production control comprised of
production engineering, job planning, work scheduling, and
work accomplishment; material procurement, stocking, staging
and issue; utilities production, distribution, consumption
and conservation; transportation maintenance and operation;
facilities inspection, maintenance, repair, alteration and
renovation; and family housing assignment, management and

referral services.
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"THIS NEW MINI-COMPUTER REALLY CUTS-OUT PAPERWORK!"

(Weber, 1979)

b. Present PWC/MIS

The present MIS consists of several subsystems--
financial, material, transportation, utilities, job estimating
and production management.

(1) Financial. The financial system provides
management with a reporting and control system which is de-
signed to provide for the financial management of the PWC and
to fulfill the requirements of NAVCOMPT and the DOD NIF regu-
lations by mechanizing many of the NIF accounting and reporting
functions,

(2) Material. This data system provides demand

and usage data to enable inventory managers to establish and
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maintain material inventories in order to best meet demands
with the lowest dollar inventory.

(3) Transportation. The transportation data

system produces information that provides for economic man-
agement of the PWC transportation fleet and to support
customer charges for equipment rental. It is used to prepare
reports and to record usage data for each item in the equip-
ment inventory.

(4) Utilities. The utilities data system is
designed to provide meaningful analytical, statistical and
cost accounting information for the operation and maintenance
of the PWC utilities systems.

(5) Job Order Estimating. This data system

provides information for management of: job cost (estimated
versus actual); labor performance variances; material cost
variances; and status of work completion versus funds esti-
mated and utilized.

(6) Production Management System. This data

system provides for maximum productivity of PWC shop forces
and includes: Reference Numbers Management Programs, which
provide transaction control and reporting, management of E/S
and Minor Work, and management of work requests in Production
Engineering and Planning and Estimating; Work Progress Analysis
Programs, which provide control and reports on all customer
work requests; Shop Load, Schedule and Feedback Programs,
which control manpower requirements, backlog, scheduling, and

reporting for jobs in Engineering, Planning and Estimating
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and production shops; and Facility Inspection Programs, which
schedule inspections, provide reports and prepare the Annual
Inspection Summaries.

c. PWC/MIS Improvements

In 1978 ASN(FM) approved a NAVFAC Automated Data
System Plan for PWCs. The plan provides for use of distrib-
uted multiple mini-computers to furnish ADP support to the
PWC/MIS. As of early 1980, 33 mini-computers were being
procured for PWC installations.

The expected benefits of the new system include
direct life-cycle'cost savings; improved estimating accuracy
and reduced job costs in the Production Management Data
System; improved timing of financial reporting, improved
access to financial data, and more rapid billing cycle in
the Financial Management System; and in the Material Manage-
ment System, increased material availability and reduced in-

cidence of job shutdown due to material shortages.

C. THE NAVY INDUSTRIAL FUND

1. Financial Concept

Public Works‘Centers are Navy Industrial Fund (NIF)
activities, rather than appropriated fund activities. Most
simply, this means that the PWCs operate on a break-even cost
principle, somewhat similar to a profit-making commercia.
firm. The traditiqnal appropriated fund activities receive
an annual sum of money appropriated by Congress to finance

mission operations and support functions for the fiscal year.
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The PWCs do not receive this annual appropriation; they
receive a one-time allocation of money which is used as
working capital. They must operate on a break-even basis,
charging their customers for their cost of operation.

The PWC operation may be related to that of a profit-
making contractor who provides facilities management services.
The contractor raises equity to finance the business; the PWC
receives a sum of money--a 'corpus'--to use as working capital.
The contractor performs work, accounts for costs and estab-
lishes standard rates to charge for services; the PWC does
likewise, except that the PWC must plan for zero profit where
the contractor must earn a profit. In either case, the cus-
tomers are billed for the work, and they pay the contractor
or PWC.

PWC rates for each type of service provided are
developed using direct labor and material, indirect, and
overhead costs in a similar manner as that used in private
business except that profit margins are not included. All
costs related to a service, such as direct and supervisory
labor costs, fringe benefits, general and administrative
overhead costs, direct material costs and other service
associated costs are estimated and are divided by the esti-
mated number of direct productive labor hours to determine
an appropriate rate expressed in dollars per labor hour
expended. Customer commands, therefore, are aware of the
rate for each type of service which they request from a PWC

[Crumbley and Gagen, 1976].

.
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The financial structure of a PWC requires it to be
managed like a private business. The initial capitalization
provided to an industrial fund activity can only be main-
tained if its income equals expenses. PWC managers are faced
with the same decisions and trade-offs as their counterparts
in private business. The significant differences are that a
PWC is not profit oriented, is not taxed, and does enjoy a
legal monopoly. Most of the problems typically found in
private business exist in PWC operations: personnel manage-
ment, unions, accounting, financial management, inventory
control, balancing labor force with workload, and production
control. The requirement that a PWC operate at zero profit
and zero loss distinguishes it from the majority of Naval
commands that operate on a basis of expending appropriated
funds without generating any income [Crumbley and Gagen,

1976].

2. Scope

PWCs are one of several types of activities which
operate under the NIF concept. Other types of NIF functions
are shipyards, air rework facilities, printing offices and
research labs. The Navy Industrial Fund will be discussed
in general and applied to the PWC in particular.

The Navy Industrial Fund is big business! The fifty
NIF activities performed work (sales) valued at $7.2 billion
in FY 1979 (19 percent of the total Navy budget), and employed
161,400 civilian personnel (50 percent of the Navy total) and

8,600 military personnel. If the NIF were placed on Fortune
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magazine's list of 500 top industries in sales, it would
rank twenty-second. As can be seen by the NIF operating
statements for the quarter ending 13 December 1978 [Figure
I1-4] the PWCs represent about eight percent of the total
NIF revenue. Figure II-5 indicates that PWCs produce over
ten percent of the direct labor hours, but only five percent
of the indirect labor hours. This workload is performed by
12,600 civilian employees and 107 military employees who
comprise eight and six percent of the total NIF employment
respectively [Figure II-6] [Navy Industrial Fund Financial
Operations for FY 1979].

The following discussion of the Navy Industrial Fund
is excerpted from the student text for the Naval Postgraduate
School Practical Comptrollership Course.

3. History

In 1949 Congress amended the National Security Act
of 1947 establishing the Department of Defense, and recognized
the need to promote "efficiency and economy'" through use of
uniform budgetary and fiscal procedures.

Among the features of the National Security Act was
authorization [10 U.S.C. 2208] for the Secretary of Defense to
establish working capital funds for the purpose of financing
supply inventories and the capitalization of industrial type
activities. Thus, what are known today as "stock funds'" and
"industrial funds" resulted from the National Security Act

of 1947,
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NAVY INDUSTRIAL FUND
REVENUE AND PROFIT/(LOSS)

PERIOD ENDED 31 DEC 1978

($ in millions)

'——-_——W—-————-—'-—-————P'—-_‘
J1 DEC 78 31 DEC 78 BUDGET 31 DEC 77

REVENUE ACTUAL

AMOUNT | SVAR ZVAR ACTUAL
Shipyards $ 353 $ 553 S -199 -36% |$ 222
NARF3 207 223 - 17 -8 201
Research Labs 382 408 - 26 - 6 347
Ordnance 139 162 - 2 ~-15 1i8
Pub Wks Ctrs 117 114 3 3 97
Pub & Print Svc 20 20 0 1} 18
Mil Sealift Cmd 229 273 -~ 44 -16 186
Other 39 51 - 11 -22 6l
TOTAL $ 1,486 |$ 1,803 |$ -317 -18% {$ 1,230
P

31 DEC 78 31 DEC 78 BUDGET 31 DEC 77
RO

PROFIT/ (LOSS) ACTUAL | iy SVAR VAR ACTUAL
Shipyards $ 16 |8 2t |§ -4 -19% {$ 9
NARFs -2 -12 9 75 -3
Rescarch Labs 4 -3 ? 233 1
Ordnance 4 ~2 ) 250 1
Pub Wks Ctrs 6 ~1 7 700 3
Pub & Print Svc 0 0 0 o 0
Mil Sealift Cmd -10 & -14 ~350 -3
Other ¢ 0 0 0 0
TOTAL $ 18 |s 1 s 1572 | ¢ 6

Figure II-4
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NAYY INDUSTRIAL FUND

LABOR HOURS, 31 DEC 1978

(hrs in thousands)
CIVILIAN DIRECT 31 DEC 78 31 DEC 78 BUDGET 31 DEC 77
LABQR HOURS ACTUAL TOTAL VAR % VAR ACTUAL
Shipyards 17,322 18,110 -788 -4% 17,270
NARF3 6,065 5,654 411 7 6,152
Research Labs 7,380 7,866 -485 -6 7,356
Ordnance 4,276 4,334 - 58 -1 4,092
Pub Wks Ctrs 4,219 4,165 54 1 4,027
Pub & Print Svc 309 323 -14 -4 306
Other 1,207 1,262 - 55 -4 1,157
TOTAL

40,7178 41,714 -936 -2% 40,360
TIVILIAN INDIRECT = :

31 DEC 78 31 DFC 17
LABOR [IQURS ACTUAL 31 DEC 78 BUDGET ACTUAL
TOTAL VAR 2 VAR
Shipyards 12,150 12,523 -373 -3 11,850
NARFs 5,124 6,152 -1,028 -17 5,154
Research Labs 5,552 4,845 707 15 5,639
Ordncnce 3,748 3,618 130 4 1,689
Pub wks Ctrs 1,614 1,460 -47 -3 1,353
Pub & Print Sve 179 173 6 4 186
Other 997 HtQ 337 51 t ,0“
TOTAL 29,162 29,431 -268 ~-1% 28,916
Figure II-5
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NAVY INDUSTRIAL FULD
HUMBERS OF EMPLOYEES

AS OF 31 DEC 1978
31 DEC 1978 ACTUAL 31 DEC 78 | 30 SEP
CIVILIAN EMPLOYMENT
CRADED UNGRADED TOTAL BUDGET ACTUAL
Shipyards 16,329 52,543 68,872 69,090 68,261
NARFs 6,422 18,556 24,978 23,848 25,111
Research Labs 25,618 5,397 31,015 30,190 29,506
Ordnance 11,12 7,132 18,856 18,614 18,521
Pub Wks Ctrs 2,344 10,280 12,624 12,359 12,199
Pub & Print Sve 354 884 1,238 1,202 1,239
Mil Sealift Cmd 1,004 3,988 4,992 5,420 4,849
Other 3,127 2,008 5,135 4,967 5,202
TOTAL 66,322 101,388 167,710 165,690 165,281
MILITARY EMPLOYMENT 31 DEC 78 ACTUAL
OFFICER ENLISTED TQTAIL
Shipyards 393 368 761
NARFS 80 153 233
Reseazch Labs 694 3,298 3,992
Ordnance 230 2,103 2,333
Pub Wks Ctrs 96 11 107
Mil Scalift Cmd 125 333 458
Other 94 547 641
TOTAL 1,712 \ 6,813 8,525
Figure II-6
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Within the Armed Forces, each fund requires an
individual charter approved by the Assistant Secretary of
Defense (Comptroller). In the Navy, before an activity can
be financed under the industrial fund, a charter must be
signed by the Secretary or Assistant Secretary of the Navy
(Financial Management) and be approved by the Assistant
Secretary of Defense (Comptroller).

4. Working Capital Funds

a. Theory

A fund is defined as a separate enterprise,
having assets, liabilities, net worth, income and expendi-
tures of its own. In commercial practice, a fund is a device
to limit the area of attention by defining the activities, or
operations with which a particular management group and set
of records are concerned. In government practice, a fund is
not tied to profit making; hence, the emphasis is not on
maximizing income. The fund was created to isolate a par-
ticular area and allow management to focus on it as an entity.

A working capital fund is a revolving fund used
as a source of financing for work (or services) that will be
paid for by the customer after completion of the job. The
activity performing the work pays for costs incurred out of
its working capital fund during the job accomplishment. When
the job is complete, the customer is billed and the fund is
reimbursed. In some cases, such as shipyards, PWCs, and
NARFs, the customer may be '"progress billed" for work accom-

plished up to the date of the billing, even though the job
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may not be completed. The goal of a DOD working capital
fund is to recover all costs exactly; that is, work to a
zero profit or loss.

Even before the enactment of the National Security
Act of 1947, the Navy had half a century of experience with
a working capital fund--the Navy stock fund. By the time of
the National Security Act, the Navy stock fund had served
well through two world wars, subsequent demobilizations and
a depression. The authorization of the stock funds and the
industrial funds was therefore based on prior experience.

b. Advantages‘

There are a number of advantages to the use of
a working capital fund:

(1) The establishment of a buyer-seller relation-
ship between commands. This relationship encourages cost
consciousness and eliminates the concept of 'free'" supplies
and services.

.(2) Financing is simplified when compared to
appropriated funding.

(3) Because of cost visibility, the '"buyer" is
able to be a critic, a situation which should result in lower
unit costs of production.

(4) Duplication of comparable facilities is
reduced through consolidation of similar activities into the
NIF organization.

(5) The mandatory cost accounting features make

it possible to establish a total cost per unit for products

and services.
95



c. Objectives
Department of Defense Directive 7410.4, Regulations
Governing Industrial Fund Operations, lists the following
objectives of industrial funds:
(1) Provide a more effective means for controlling
the costs of goods and services.
(2) Create and recognize contractural relation-

ships.

(3) Provide financial authority and flexibility
required to procure and use manpower, materials and other
resources effectively.

(4) Encourage more cross-servicing.

(5) Support the performance budget concept by
facilitating budgeting and reporting for the costs of end
products.

It is clear that as far as the DOD is concerned,
industrial fund accounting is a management tool. The intent
is' to provide for effective management of funds by industrial
fund customers as well as by industrial fund activities.

d. DOD Industrial Funds

Each uniformed service has its own industrial
fund:

(1) Army Industrial Fund--particularly depot
supply, maintenance, and research actifities; the Military
Traffic Management and Terminal Service (MTMTS) is the larg-
est single industrial fund activity in DOD, based on the cash

allocation from the corpus.
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(2) Navy Industrial Fund--the largest of the
industrial funds, again, based on cash allocation; the
Military Sealift Command (MSC) is the largest of the Navy
industrial fund activities.

(3) Marine Corps Industrial Fund--the smallest
of the DOD funds; finances equipment maintenance depots and
technical support to the Corps.

(4) Air Force Industrial Fund--includes mainte-
nance of aircraft and the Military Airlift Command (MAC).

(5) Defense Industrial Fund--consists of the
Defense Clothing and Textile Supply Center and leased com-
munications procured by the Defense Communications Office.

5. OQOperations
a. Principles

NIF operations for each activity are budgeted on
a '"break-even' basis; in theory, customers pay only for actual
costs incurred by the NIF activity, which include an appor-
tioned amount to cover overhead costs. The traditional ob-
jective of NIF is to have no profits or losses at the end of
the year. However, in reality, there are annual profits or
losses which temporarily increase or decrease the capital of
the fund. This is considered in the next budget preparation
by the NIF activity, and rates are adjusted to bring accumu-
lated operating results back to zero. As a result of DOD
rate stabilization actions for NIF activities, the break-even
point in operations now occurs at the end of a three year

cycle, rather than at the end of each fiscal year. The three

year cycle provides for zero gain/loss on a cumulative basis.
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NIF provides an environment similar to that of
private industry which encourages better management through:
(1) The creation of a contractual relationship
between the NIF (industrial/commercial) activity and the cus-
tomer. The customer is required to define the tasks to be
undertaken, and the NIF activity is required to estimate the
costs accurately. Based on the cost estimate, the customer
decides what tasks should be performed and cites the funds
to be charged on a work request, project order, etc. (The
contractual relationship does not occur in the true sense in
RDTGE, but the benefits of cost visibility are achieved
through NIF accounting.)
r (2) The cost accounting system allows proper
billing by identifying costs with specific jobs, which pro-
vides a means of measuring efficiency, developing standard
pricing, and projecting realistic future budgets.

(3) The revclving fund provides flexibility in
the use of capital, relatively free of the Congressional
appropriation cycle. However, it should be noted that NIF
activities rely upon Congress to provide customers with funds
for work, either directly or indirectly. This allows the NIF
activity to be responsive to local conditions and adjust its

operations accordingly, within established limitations.

NIF makes use of a revolving fund and, therefore,
requires budgeting to forecast future costs and levels of
operation. Cost accounting is used to assign costs to specific

jobs on an accrual basis. Accrual accounting focuses on the
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"Now, let's take a look at where it's going!"
James Mulligan

(New Yorker, 1975)

use of resources rather than on outlays for resources; thus,
labor costs representvlabor performed instead of wages paid,
and material costs represent materials consumed rather than
materials purchased during the period. 1In contrast, appro-
priation funding comes from Congress; appropriation account-
ing emphasizes the recording of expenditures and obligations
as they are paid, which is a form of cash accounting.
b. Responsibilities

Overall NIF management is provided by the Comp-

troller of the Navy (NAVCOMPI), who has the responsibility

under Section 3679 of the Revised Statutes (30 USC 665) to
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avoid overobligation of the corpus as a whole. Section 3679
prohibits obligation of funds in excess of those available.

NAVCOMPT establishes accounting policies common to
all NIF and Marine Corps Industrial Fund activities. These
policies are published in the Navy Comptroller's Manual
(NAVCOMPT Manual), Volume 3, Chapter 8. A handbook for each
type of activity, containing details applicable to that par-
ticular activity group, is also issued by NAVCOMPT. Most of
these handbooks are prepared by the activity group manager,
and reviewed and published by NAVCOMPT. Additionally, bud-
geting instructions and coordination are provided by NAVCOMPT
to the field activities. Activity command and management are
exercised through the chain of command.

¢. Operating Cycle

As shown in Figure II-7, the customer places an
order for work or services with the NIF activity by using a
work request, project order, or one of the other forms de-
scribed in paragraph 038320 of the NAVCOMPT Manual. A project
order (NAVCOMPT Form 2053) is normally used if the work is
specific in nature (scope of work and dollar value well de-
fined) and the period of performance may extend beyond the
current fiscal year. Conversely, a work request (NAVCOMPT
Form 140), or other document which expires at the end of the
fiscal year, should always be used for recurring or annually
required work or seryices. Acceptance of either document by
the performing (NIF) activity constitutes an obligation in

the full amount of the order; however, at the end of the
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fiscal year, the project order will remain as a 100 percent
obligation, whereas the work request automatically reverts
to an obligation which is equal to the amount of actual
costs incurred by the performing activity.

The order for work specifies the work to be
accomplished and dollar limitations. Generally, the liabil-
ity of the customer is limited by the terms of the order.
However, as a practical matter, the customer is liable for
cost overruns beyond the control of the performing activity,
or incurred as a result of customer decisions after the
order is accepted.

On the basis of the customer order, the NIF
activity performs the work, paying for expenses out of the
revolving fund, and bills the customer for work performed,
either on a fixed-price or a cost reimbursable basis. Bill-
ing may be after all work is completed, or partial payments
may be requested while work progresses. The customer reim-
burses the NIF activity, thereby replenishing the revolving
fund.

d. Control

The basic tools of NIF fiscal control are listed
in NAVCOMPT Manual, paragraph 038370, as follows:

(1) Establishment of a plan--budgeting.

(2) Accumulation of performaﬁce data in the
same terms as the plan--cost accounting.

(3) Compafison of performance data with the

plan--financial analysis.
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(4) Taking corrective action where there is a

variance between performance and plan--management.
e. Budgeting

In the past, budgeting under NIF was accomplished
in two major actions, the annual A-11 Budget submission and
the Financial and Operating Budget development. While NIF
budgeting is separate from appropriation budgeting, the A-11
Budget provided a vehicle for comparing NIF activity with the
appropriation budget at the Department of the Navy level.
The Financial and Operating Budget was developed for each
activity in accordance with the NIF handbook for that par-
ticular type of activity. While the exact format of budget
submittals varied depending on the type of activity, the
Financial and Operating Budget included the following com-
ponents:

(1) Justification: A narrative explaining the

factors considered in formulating the budget; see example
at Figure II-8.

(2) Production Budget and Related Overhead

Expense Budgets: The estimated direct and indirect costs,

classified by type of cost, responsibility, and type of
service or product; refer to Figure II-9.

(3) Projected Statement of Financial Condition:

A projected '"balance sheet" shich lists assets, liabilities,
and capital; refer to Figure II-1Q.

(4) Projected Statement of Income and Expenses:

Projected revenue, costs and expenses; refer to Figure II-11.
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NAVY PUILIC WORKS CENTER
Norfolk, Virginia 23511

BUDGET JUSTIFICATION

PERIOD: FROM _ 1 July 1973 TO 30 June 1974

1. Basic Expectation

This budget has been prepared based on information submitted by all cost
centers and represents a total anticipated workload of nearly $41 million for
FY-1974. This represents an increase of $3 million over total projected

sales for FY-1973. This increase is due tc the continuing escalation of wages
and materisl costs, and expected worklogd increascs due to the impact of the
Shore Establishment Realignment announced in April 1973 by the Secrctary of
Defense.

The following comments summarize the fmpact of wage and salary increases
affecting the FY-1974 budgat:

8. Legislation, effective in May 1973, changed the blue collar wage
scale by establishing a new 4th step for workers who have been in stup 3 for
104 weeka. This has increased cost of wages by approximately & percunt in the
blue collar area;

b. An anticipated pay incresse of 5.5 percent for all ungraded employees
is expected in the first quarter of FY-1974 and hag been Included in the
F1-1974 budget; and

¢. Rates applicable to all graded employees include an anticipated
6 percent increasc effective 1 January 1974.

As in the case of wages, inflationary trends in material costs will {mpact
significantly on FY-1974 cost of operations. Most significant in this area 1s
the increased cost of fuel oil used at all PWC power plants for steam gencra-~
tion. lThe increase in the cost of fuel oil is 25 to 35 percent greater than
in FY 1973.

Bewsge services purchased from Hampton Road Sanitation District Commission
will cost this Center approximately 160 percemt more in FY-1974 than in FY-
1973 because of Aincreased rates imposed on all large commercial/industrial
and government users of HRSDC disposal facilities. Also, the public utilicy
company providing natural gas to PWC Norfolk has increased the purchased gas
zate by 9 percent.

2. Significant Changes in Planned Workload

The shore establishment realignment actions planned by the Department of the
Ravy will result in the relocation of several shore Lase estab]ishments to
the Tidcwater, Virginia area; will result in the rcassignment of more than
9,000 Navy personncl and dependents to this area; and will result in approxi-
mately 20 additional ships being homeported at the Norfolk Naval Dase. The
full impact of this realignment on the Center's workload is not yet known.

It 1s felt, however, that a considerable smount of additfional cffort will be
required by PWC Norfolk to accommodate the activities relocating to this
area.

Figure II-8a
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3. Acceleration, Overhead and Predetermined Rates

The labor acceleration rate to be applied for leave accrual and the Govern-
went's portion of FICA, EHBF, ELIF and CSRF is 33% for FY-1974. The
applied overhead and predetermined rates ae reflected in this budget have
been entablished at a level to provide no gain or loss for the yecar. It
should ‘be noted that buth the Virpinia Electric and Power Company aud the
Chesapenke and Potomac Telephone Company have proposed rate increascs
pending before various regulatory review boards. If rate {ncreases are
approved in FY-1974, the resulting impact on operational costs may necessi-
tate rate adjustments at a subsequent time.

4. [Employment levels
Thie budget 1is based on the following employment lavels:

‘Overhesd Personnel Productive Personinel Total
415 1323 1738 .

S. Cash Requirements
The cash position of this Center is sound.

6. Significant Changes in Level of Operations which will affect the
Financinl Condition of the Publie Works Ceater

Conversion from Navy Specisl Fuel 011l to Navy Distillate Fuel on 1 January
1974 will result in an increase in cost of steam generation of over

$1 million. As indicated, the use of Navy Distillate Fuel in lieu of Navy
Special Fuel will have significant financial impact on PVC Norfolk, and
ultimately on activitics served by this Center. In addition to fuel cost
increanes, the use of Navy Distillate Fuel requires the replacement of new
pumps at the P-1 Power Plant in order to handle the new fuel. It {s
expected that these pumps will be installed by 31 December 1973. The
shore establishment realignment actions discussed [n paragraph 2 may
necessitate some deviation from this budget. However, the level of opera-
tions as presented and the rates established for FY-1974 are based on the
best existing information known at this ctime and will remain in effect
unless subsequent conditions warrant a change.

Figure II-8b
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WAV LI 1C veurs CLLTLR
Hoefoll:, Vir:inia 23511

COST CCRTCR-BUDGET

PFRIOO: FROM__ ] July 1973 _T10_30 June 1974

F‘q'{"ékgijt:;n _LINMER AT TUTLS TOURY, AT OUNT
00 Utilities (1) (7) ()
DIRFECT_ConT:
Materials : . 52364639
Lader. 2165500
' Contractual Services:
Cornercial -
Other/Coverment 5023710
Other Costs 5100
Total Direct Cost TTZ36740
« Overhend Applied: .
Production 435170
Ceneral and Admintstratfve 421250
Total Cost of Production 12287160
Less: Intaor-Departmantal Transfecs 211230
WET TOTAL ~ 12075830
OVERHEAD COST: A
Supervision . : 298700
Other Salarics and Yapes ’ 67920
Operaticu Dispatchar and Service Station
Attendant
Tire Vattinz for Parts/Equip.
Standdy Time ]
Overtire Premium Pay ) 2800
Overhead Vork Performed by Production
Workers
Misc. Production Jobs
Alloved Time 200
Talephone Services 7930
Llectricity 210
Stean 650
Css .
Water ’ — 160
Scvage 1100
Other Utilicties
Jenitorial Services 447
Pest Control Services 5
Use of Public Warks Ccnter Transp. Equip. 26600
Refuse and Garbage Services 000
Materials and Supplics . 2990

Purchase of Office Furniture and Equipment
Purchase of Shop Equipment

Eauipnent Reuntal 600
Mavy Indvstrial Fund Purchased Zquipment CO
Maintenance ond Repaive - Bldgs, 300
Maintarcnce and Repalr <« Crounds :

Repair of Office Furniture and Equipment SQ
Kaintenance and Repair of Shop Equipment . 00
l:urnn;',t;u of Facilities 3500
Emeroeancy/Service Vork 5000
Dafestive Work and Spoflage .

Travel 1000
Training 200N

Peintin; and Resceduction
Unallacabla Costs

SUB-IUTAL .
_ TOTAL COST CENLER 44780
Cennral and Adainistrattve Overhaad

Allacateld te Producrion Cost Centocs . 610990

TOTAL OVERNEAD COSTS 815770
Applied Overhead Race Per Direet Ladbor

Hour 2.46

Figure II-9
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NAVY PUBLIC WORKS CENTER
Norfolk, Virginia

23511

STATIMENT CF FINANCIAL CONDITION-BUDGET
10 3O June 1974

PERIOD: FROM 1 July 1973

% OF END BEGINNI NG 7 OF
ITEM TOTAL| OF FY OF FY TOTAL
(49 (2) (3 €3] (3)
ASSETS
Cash 19.2 1,593,400 1,534,500 18.3
Accounts Receivable:
Covernment Agencies 20.4 {1 1,688,700 1,840,490 21.9
Other -- - e
Inventories:
Work i{n Process 46,3 | 3,842,600 3,842,600 45.7
Materials and Supplies:
Materfal and Supplies 10.4 860,410 899,310 10.7
Direct Material 3.1 257,100 233,300 2.8
Material {n Transit .3 43,850 42,800 3
Other Assets: .
Travel Advances o1 10,000 10,000 .1
TOTAL ASSETS 100,0 | 8,296,060 8,408,000 100
LIABILITIES
Accounts Payable:
Government Agencies 4,6 282,400 287,010 4,5
Other 18.3 11,130,400 1,208,700 19.2
Accrued Expensecs: .
Leave : 20.8 [ 1,286,260 1,382,260 21.9
Salaries and Wages 6.7 417,600 345,000 5.5
Taxes and Contributions .6 34,530 28,780 .5
Other 9.8 608,300 608,300 9.7
Advances From Customers .8 53,000 63,000 1.0
Progress Payments - DOD Components:
-Work in Process 38,4 12,377,908 2,108,358 33.4
Other Liabilities .- .-
Reserves:
Major Maintenance, Repairs and
Altarations e 267,930 4.3
TOTAL LIABILITIES 100.0 }16,190,398{ 6,302,338 100.0
CAPITAL OF FUND
Cash Allocation xxxxx_ 12,900,000 2,900,000 XXX
Assets Capitalized _XXXKX 172,06) 172,061 XXX
Lisbilitics Assumed _XXXXX_ [(1,137,529) (1,137,%29) VXXXX
Accumulated Operating Results XxXx¥X 171,130 171,130 RN
TOTAL CAPITAL XXXXX 12,105,662} 2,105,662 WIXXX
TOTAL LIABILITIES AND CAPITAL XXXXX |8,296,060f 8,408,000 XXX

¢

Figure II-10
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NAVY PUBLLC WUKKS CENTER
Norfolk, Virginta 23511

STATEMENT OF REVLNUE AND COSTS~DUDGET

REVEKUE
Overhaul, Repair and Renovation 19,609,070
Transportation Services 3,359,370
Utility Services 14,673,030
.Sanitation Services 2,067,910
Support of Tcnants and Satellites 1,124,100
Additions and Improvements to Plant Py
‘Other Products and Services voo

TOTAL REVENUE 40,833,480

COSTS '

DIRECT COSTS:
Materials and Supplies 9,192 110
Direct Material e
Labor 13,872,820
Contractual Services:
Coumercial 3,692,000
Other/Government 7,669,730
Other Costs i 694,760
TOTAL DIRECT COSTS 35,122,120
PRODUCTION EXPENSE:
dMaterials and Supplies , 152,410
Labor 3,346,060
. Contractual Services:
Corumexcial 75,630
Other/Government 3,690
Other Costs . 913,350
TOTAL PRODUCTION EXPENSE 4,491,140
GENERAL AND ADMINISTRATIVE EXPENSE:
Materials and Supplies 53,060
Labor 2,718,070
Contractual Services:
Commnercial 26,300
Other/Covernment 220,700
Other Costs 260,320
TOTAL GCENERAL AND ADMINISTRATIVE EXPENSE 3,278,450
TOTAL OVERHEAD EXPENSE 7,769,590
- TOTAL COSTS INCURRED 42,891,710
LESS: Costs of Items Manufactured for Activity
Inventory -9-
Interdepartuental Transfers 2,052,230
TOTAL COSTS INCURKED FOR CUSTOMFRS 40,833,480
(INCREASE)DECREASE-WORK IN PROCESS . -0~
CNST OF GOODS AND SERVICES PRODUCED k0,832,480
NET OPERATINC RESULTS ag=
Figure II-11
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(5) Summaries: A cash budget (cash flow) pro-
jection, as well as items of specific interest to the activity
group manager; refer to Figure II-12 for sample cash flow
budget.

It is noted that A-11 and Operating-Budgets are
now combined, so that there is only one budget submittal.

The combined budget incorporates all the components of the
old Financial and Operating Budget and A-11 Budget. At some
NIF activities the Operating Budget is still used as an
internal management tool.

f. Cost Accounting

The accounting system for NIF features double
entry bookkeeping, accrual accounting, internal control over
all transactions, and integration of cost accounting records
with the general ledger accounts. Again, the details vary
according to the type of activity, and are spelled out in
the appropriate handbook.

There are certain traditionally required (internal)
financial controls at all NIF activities:

(a) Cost estimates and controls for monitoring
costs--to preclude costs from exceeding the amounts author-
ized on customer orders.

(b) Accounting controls--to prove the accuracy
and propriety of transactions and accounting records.

(c) Budgetary controls--which require that the
financial plan and accumulation of actual data be on the same

basis.
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NAVY PULLIC v OURS CENTER

Norfolk, Virgintia
CASH-IUDGET

PERIOD: FROM__ 1 Julvy 1973

23511

TO__ 30 June 1974

1TEM
1)

CASIl BALANCE - BECINNING OF PERIOD
RECEIPTS:

Allocation From Navy
Induacrial Fund Corpus
Accounts Receivable:
Government Agencies
Other
Advences From Customers
Progress Payments - DOD Components
Other (Specify)

- TOTAL RECEIPTS
DISBURSENMENTS:
Return to Navy
Industrial Fund Corpus
Accounts Payable:
Covernment Agencies
Other
Travel Advances

TOTAI. DISBURSEMENTS

CASH BALANCE - END OF PERIOD

)
1,534,500

«0-

31,243,270
v Qe
294,450
9,707,100
«0-

41,244,820

0=

34,272,880
6,883,540
29,500

41,185,920

1,593,400

Figure II-12
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When a customer order is received by a NIF activ-
ity, it is assigned a unique job order number, to which all
work is charged. Costs are accumulated and customer billings
are made on the basis of these job orders. It should be
noted that funds from different appropriations or fiscal
years cannot be mixed in this process.

Figure II-14 is a schematic of the collection
of job order costs under NIF. As can be seen, there are
three types of costs:

(1) Direct costs (labor, labor acceleration,
material, etc.) are charged directly to the job order as the
work is performed.

{2) Production overhead costs (supervision, con-
tractual costs, etc.) are distributed to each job order by
use of a predetermined rate within the cost center.

(3) General and administrative overhead costs
(management, comptroller, civilian personnel office, etc.)
are distributed with a predetermined rate based on the output
of the entire NIF activity (all cost centers).

Accruals (for the maintenance of utility distri-
bution systems, etc.), when authorized by higher authority,
are distributed according to the amount of the service
(utility) used during the billing period.

Overhead is applied in each cost center as de-
picted in Figure II-14. All production oyerhead costs for
the cost center for the upcoming period are estimated and

totaled. This total is then divided by the estimated direct
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labor hours that will be incurred within the cost center,
giving the production averhead rate for the cost center.
General and administrative (G§A) overhead costs are estimated
and totaled for all cost centers of the NIF activity. The
total G§A overhead costs are divided by the total number of
direct labor hours available for all the productive cost
centers, giving the G§A overhead rate. For each cost center,
the predetermined overhead rate is the sum of the cost cen-
ter production overhead rate and the G&§A overhead rate.

The predetermined overhead rate is then applied
to each actual direct labor hour worked, resulting in the
applied overhead, which is compared to the actual overhead.
The difference between the applied and actual overheads gives
the overhead variance, which will be considered as an adjust-
ment when next re-computing the predetermined overhead rates.

There are a number of other costs which also must
be accounted for and recovered. Figure II-15 shows the fund
flow for reimbursement of costs not reimbursed by customer
activities. These costs include the following:

(1) At some activities, a certain amount of
plant capacity is maintained in order to meet possible con-
tingencies. Although it is sometimes difficult to discrim-
inate between plant capacity that is needed on a daily basis
and that which is maintained solely for contingency purposes,
the NAVCOMPT Manual (paragraph 038005) provides: that costs
applicahle‘to maintaining unutilized and underutilized capacity

will be budgeted for and funded as a mobilization reserve item.
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Figure II-15
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Such costs will not be recovered through the overhead rate
of the industrial/commercial activity.

(2) Military personnel salaries are not paid by
NIF customers.

(3) Depreciation costs related to government
owned plant and equipment are also generally identified as
"unfunded' costs which are not to be paid out of the indus-
trial fund.

(4) Civilian disability compensation expense
is paid by the Department of Labor.

(5) Rental of space under control of another
command, activity or federal agency is not supposed to be
paid by NIF activities, although in practice rent is some-
times paid.

(6) Capital investments greater than $1,000
must be made with appropriated funds obtained through the
Major Claimant chain of command for the NIF activity.

Capital investments are depreciated statistically.
These expenses, along with the other ''statistical'" costs dis-
cussed above, are charged only to private party and Foreign
Military Sales customers. The money collected by the NIF
activities in this manner is passed directly to the Depart-
ment of the Treasury General Fund, rather than deposited in
the NIF cash accounts.

As can be seen, while all costs are not passed on
to all NIF customers, the elements of full costing are present

and can be used for billing purposes if necessary. The NIF
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activities, as a result of the full costing practices, can
more accurately identify the total cost of doing business.
g. Financial Analysis

The Revenue and Costs Statement reflects the
operation of the NIF activity in financial terms for the
period covered, while the Statement of Financial Condition
presents the financial position of the activity at a point
in time. The data contained in these statements can be
analyzed using methods common in the business world. Specific
items to be considered during the review and analysis of the
statements are discussed in paragraph 038373 of the NAVCOMPT
Manual. Additionally, ratio analysis is an effective means
of analyzing the financial condition of the activity. Tech-

niques of analysis are discussed in the booklet, Knowing NIF,

A Manager's Guide to the Navy Industrial Fund [see Bibliog-

raphy].
h. Billing and Collection

NIF activities perform work for three types of
customers: Navy activities, other DOD and federal agencies,
and others (private contractors, local and state governments,
or foreign governments). Because of the relatively small
size of the NIF corpus and the high cash turnover which re-
quires operation on a thin mafgin of cash, it is important
that accounts receivable be kept to a minimum. Otherwise,
operating capital is tied up in "work in process." This

condition can be alleviated by the use of progress payments.
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Customers are billed on three bases: fixed price,
cost reimbursible, or at predetermined rates (for utilities,
transportation, etc.). If the NIF activity determines that
it can accurately estimate the cost of the work before start-
ing, or before 50 percent of the work is completed, the job
may be offered to the customer on a fixed price basis. The
customer may accept the offer or reject it, if it is felt
that the price is too high. If it is accepted, the customer
will be billed the fixed price, regardless of actual cost
incurred. If there is any uncertainty in scope definition
or cost, the job is normally accomplished on a cost reimburs-

~able basis. The customer is then billed for costs incurred
by the NIF activity, up to the amount of the customer order.
Except for foreign military sales, reimbursable bills are
generally computed on the basis of manhours expended, multi-
plied by the stabilized rate in effect, plus materials used.
The PWC may become involved indirectly in foreign military
sales by providing services to activities such as Naval Air
Rework Facilities which have foreign customers. This situa-
tion provides a difficult accounting problem for the PWC;
because the NARF charges its foreign customers for overhead
costs not normally charged to Navy customers, the PWC must
also include these charges in its rates to the NARF. The
PWC must account for such costs as depreciation and military
salaries, and allocate these costs to the work performed by

the PWC for the NARF.
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There is considerable advantage to the customer
who agrees to the performance of work on a fixed price basis:
the known costs of the fixed price job are easily programmed;
the agreement becomes a contract; and inefficiencies, material
problems, etc., become the performing activity's responsibility.

Federal agencies are billed on a SF form 1080,
which when signed and returned to the customer activity, be-
comes a payment voucher and initiates transfer of funds from
the customer's appropriation to the NIF activity. Private
parties are required to pay in advance of the work, as may
other governments.

i. Reports

(1) Statement of Revenue and Costs. Specific

requirements and instructions for preparing financial state-
ments are included in a handbook issued by the Comptroller
of the Navy for each type of NIF activity. A sample State-
ment of Revenue and Costs (income statement) is shown as
Figure II-16. There are two items which NIF managers gener-
ally look for in this document: net operating results, which
disclose whether the activity "made" or '"“lost" money during
the period; and a comparison of the actual Statement of
Revenue and Costs with the Projected Statement of Revenue
and Costs formulated during the budgeting process.

(2) Statement of Financial Conditions. A sample

Statement of Financial Conditions (balance sheet) is presented
as Figure II-17. This statement can be evaluated in many ways

including: analysis of the assets, liabilities and cash
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NAVY INDUSTRIAL FUND ACTIVITY
STATEMENT OF REVENUE AND COST
FOR PERIOD ENDING 31 MARCH 198X
Revenue (various sources) $3, 364,748
Direct Costs $1,931,194
Labor $1,317, 524
Material 545,484
Other (incl. contr.) £8,186
Production Overhead Exp. LE6,BL2
Labor 383,020
Material £8,185
Other 13,637
General & Admin. Exp. 1,054,879
Labor 840,095
Material 85,232
Other 129,552
Total Costs Incurred 3,452,915
Less Cost of Items Mfd. for Inventory (19,074)
Costs Incurred for Customers 3,433,841
(Increase)/Decrease Work in Process (24,566)
Cost of Goods ard Services Produced $3,409,275
Operating Results

Net Operating Results (44, 527)
Prior Year Adjustments 2,228
Adjusted Operating Results v 755
Accumulated Operating Results-Beginning of Yr., 7.894
Accumulated Operating Results $_ (38,861)
Figure II-16
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NAVY INDUSTRIAL FUND ACTIVITY
STATEMENT OF FINANCIAL CONDITION
AS OF 31 MARCH 198X

ASSETS

Cash
Accounts Receivable
Inventories

Work-in-Process

Direct Material

Other Material & Supplies
Other Assets

Total Assets

LIABILITIES

Accounts Payable

Accrued Expenses
Salaries & Wages
Other
Leave

Advances from Customers

Governmental Agencies
Other

Progress Payments
Reserves
Total Liabilities

CAPITAL
Cash Allocation (Net)

$ 59,608
152,488
140, 545

171,090
L,284

Assets Capitalized Less Liabilities Assumed

Accumulated Operating Results
Total Capital
Total Liabilities and Capital

$ 220,831
150,929

1,893,317
72,149
143,766

18,077
$2,499,069

$ 92,597
352,641

175,374

1,744,310

Ly, 506
$2,409,428

$ 185,769
(57,267)
(38,861)

$__89,641

$2,499,069

Figure II-17

121




posture, and an evaluation of the activity's liquidity;
comparison with statements from earlier periods which will
reveal trends in the activity's financial condition; compar-
ison with the Projected Statement of Financial Condition
developed during the operating budget formulation, which
will disclose how well the activity did in achieving the
goals; and comparison with statements from other similar

activities of comparable size.

D. RATE STABILIZATION
1. The Problem [Schwirtz and Mullane, 1977]

In the past years, in a climate of stabilized econ-
omic conditions, it was relatively simple to determine that
a certain number of ships required overhaul during a given
fiscal year, and that a specific amount of work needed to be
done. By applying the rates for services of the industrial
activity that would accomplish the work, the total cost of
each overhaul was determined and appropriate funds were
budgeted.

As the economy began to experience rapid inflation
aided by shortages in petroleum and other materials, the
industrial activities attempted to keep pace by adjusting
their rates upward to cover increased costs. The immediate
outcome was that appropriated dollars were used faster than
expected, and the end result was that fewer ships than pro-
grammed could be overhauled. This directly affected fleet
readiness and proved to be embarrassing to the Navy when
dealing with Congress.
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Realizing the futility of achieving any change in
the funding system through Congress and the tremendous loss
in management control from any attempt to move the industrial
activities away from the industrial funding concept, DOD
managers determined that only two realistic alternatives were
available: to continue to accept cost fluctuations to the
appropriated funds and acknowledge that program goals might
not be met; or, to use the NIF to absorb increases or de-
creases in costs.

As originally conceived, the NIF concept recovered
all costs of operations on an annual basis. As a start-up
mechanism, a working capital corpus was furnished to each NIF
activity. As the corpus was depleted by paying salarijies and
other costs, it was replenished by customer payments for pur-
chased services. By using traditional business accounting
and management techniques, the activity attempted to operate
on a break-even or zero profit basis by adjusting the rates
it charged for services.

Rates changed very little during periods of stable
economic conditions and by nature, the rates were stable.
From this came the concept for the second alternative, rate
stabilization, under which industrial activities would estab-
lish their rates far enough in advance to allow the customers
to budget for the next fiscal year's work. The rates are
then frozen for that fiscal year. Accordingly, an industrial
activity has to forecast rates as much as nineteen months in

the future. If unanticipated cost increases occur, the
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“Gentlemen, [ have good news and bad news.”

(Martin, 1977)

industrial activity must cperate at a loss, and this loss
must be absorbed by the corpus. Furthermore, by the time a
gain or loss is realized, the next year's rates have already
been set. As a result, the initial year's loss is recovered
in the establishment of the third year's rates. In effect,
this extends the industrial fund operation from an annual to
a triennial basis.

Overall, the policy of stabilizing the rate throughout
the budgeting and execution phase should ensure the following:
that customer activities obtain the number of units of output

planned in the budget; and that industrial fund managers
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devote closer attention to the rate development process and
management of the overhead accounts.

Given the inherent problems of continuing operations
during a period of double digit inflation, high level support
for rate stabilization grew. In 1975, DOD issued a mandate
that rates for all industrial fund activities would be stabil-
ized during FY 1976, and that all customers would be billed
on the basis of predetermined rates. The rate stabilization
program was implemented in the Military Sealift Command in
1973, at Naval Air Rework Facilities on 1 July 1975, and at
the PWCs (except for direct labor charges) on the same date.
PWCs stabilized direct labor charges on 1 January 1976. All
other industrial fund activities implemented rate stabiliza-
tion on 1 October 1976.

2. The Process [Schwirtz and Mullane, 1977]

The mechanics of rate stabilization are relatively
simple. Seven to nine months prior to the commencement of a
given fiscal year, the industrial activity publishes a rate
schedule for services it provides. Once established, this
rate schedule cannot be changed by the industrial activity
during that fiscal year. The customer activities then use
this schedule to prepare their budgets for the fiscal year.
If the customer receives all the funds budgeted for, then it
can buy all the services planned because the cost of these
services is fixed. If the customer receives less than bud-
geted, it can effectively manage knowing that the cost of

services will not be changed during the year.

125




Under the industrial fund concept, the NIF activity
provides a service to the customer, then bills the customer.
The NIF activity uses the corpus to pay for expenses incurred,
and then the customers' payments reimburse the corpus. Prior
to rate stabilization, the NIF activity could control various
rates throughout the year so as to adjust accounts to a zero
year-end balance. After rate stabilization, the NIF activity
must absorb any cost fluctuations within the corpus, estab-
lishing a break-even planning horizon for three years in the
future. Since the customer rates established in the budget
preparation phase are the ones that must be used during the
execution phase, the activity manager must closely scrutinize
all factors which may affect costs during this future phase.

NAVCOMPT Instruction 7600.23 of 26 July 1976 provides
amplifying guidance on the rate stabilization process:

"In developing and establishing rates, each activity
will adhere to the principle of aligning rates to recover
operating costs. An activity should devise a sufficient
number of rates to ensure that the rate system is a
reasonable model of the actual cost of performing the
various categories of work or services covered by the
rates., Stabilized rates submitted by the activities
will be reviewed and adjusted by the activity group
manager, to provide the necessary changes to offset the
total prior year gains or losses thereby achieving zero
profit and loss in the Accumulated Operating Results
Account vf the activity group. Gains and losses will
normally be fully offset during the year following their
occurrence, and will be reflected uniformly in the rates
of the activity group. Changed conditions resulting
from the Office of the Secretary of Defense review of
the activity group managers’ A-11 Budgets, and changes
in the customer programs occurring during the budget
review cycle will result in stabilized rates being again
reviewed and additional changes made where appropriate."

Rates established for the NIF activities are expected

to remain in effect for the entire fiscal year, Shipyard rates
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will be in effect for the entire period of the execution pf
the reimbursable order (while the ship is in the yard}, re-
gardless of the number of fiscal years involved. Rates for
non-ship work will change with the fiscal year.

Rate changes during the fiscal year are expected to
be rare, and may be made only upon approval of the Assistant
Secretary of Defense (Comptroller) (ASD(C)). The stabilized
rates apply to all customers except for Foreign Military
Sales. The ASD(C) has officially expressed intentions to
finalize industrial fund rates for the budget year shortly
after the Presidential budget submittal to Congress. Thus,
FY 81 rates should be frozen during January or February 1980.

In a memorandum to the ASN(FM) dated 28 June 1976,
the ASD(C) stated: "A review of the financial condition of
the industrial fund within DOD shows that we can accommodate
the unanticipated profits and losses without endangering the
viability of the corpus.'" It is apparent that the intention
is to move funds between activities tr~ absorb fluctuations
in prices and keep the DOD Industrial Fund balanced as a
whole. These transfers of funds will be made first within
an activity group (from PWC to PWC), then within the NIF from
activity group to activity group (from PWCs to shipyards),
and finally, within the DOD Industrial Fund from service to
service.

PWCs,after the first year of operation with stabilized
rates, showed a FY 1976 profit of $7.2 million from revenue of

$352 million--about Z percent; total operating capital for all
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PWCs was §$19 million. Internal to the PWC activity group,
are included the extremes of $2.8 million profit at PWC Great
Lakes and $1.7 million loss at PWC San Diego. Such wide
variations are attributable to unexpected utility price in-
creases in San Diego, and expected utility price increases
at Great Lakes that did not materialize. All PWCs were able
to estimate labor and overhead expenses with surprising
accuracy.

3. Advantages

Perhaps if price fluctuations are inevitable, it is
preferable for one NIF activity, or group of activities, to
make adjustments, rather than to have numerous customer
activities and their Major Claimants do the adjusting.

Overall, the rate stabilization program has been
advantageous to PWCs and the MSC. One of the prime reasons
is the reduction in work due to the absence of rate changes
during the fiscal year. Formerly, PWCs made rate change
decisions at the local level, and it was not uncommon to see
two or three changes per year, complicating the billing and
reporting processes.

Because of rate stabilization, NIF customers and Major
Claimants are able to generate more meaningful budgets; there
is less readjusting and reapportionment of the budgets during
the year. At the local level, based on PWC and MSC experience,
both the customers and the NIF activities experience a reduc-

tion in volume of paperwork.
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4. Disadvantages

There are disadvantages to the concept of rate
stabilization, of course. One of the original purposes of
industrial funding in DOD was to give the local industrial
commander flexibility and promote efficiency and effective-
ness by allowing him to control the financial position of
the activity. Rate stabilization causes a loss of management
prerogatives at the local level in that rates cannot be ad-
justed during the fiscal year to minimi;e profit or loss.

Any adjustments for purposes of meeting financial targets now
have to be made internally (operationally) to the NIF activity
through manipulation of the overhead funciions. The shipyards
have been accomplishing this through '"program management,' by
varying the level of effort in maintenance, training, and
other such overhead functions.

Traditionally, the commander of a NIF activity has
been judged partially on the basis of how close the activity
came to achieving zero profit/loss during a given fiscal year.
Now, this basis of measurement must cover a three year period,
since there will be '"losses' one year to offset the '"profits"
of another, and vice-versa.

Other problems associated with rate stabilization
include accurate anticipation of inflation, increases in pur-
chased utility rates, fuel price increases, material price
increases, and pay raises 12 to 24 months in the future.

The annual A-11 Budget submittal by NIF activities

was historically viewed as a low interest level exercise.
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Now the NIF activities have to live with the rates they sub-
mit in the combined A-11 Budget, as that is the source of
the rate information at the Major Claimant, Department of
the Navy, DOD, and CMB levels. The A-11 Budget must now be
viewed as having increased significance.

Rate stabilization is expected to simplify the pro-
cesses of budgeting and execution. Sustaining wide variances
in operating revenues in the industrial funds should provide
a significant means of reducing the impact on appropriations
of unexpected price changes during the fiscal year. But this
relief is not without its price; greater fluctuations in
appropriation requirements between years may result.

The Spring 1976 "Report on the Study of DOD Industrial
Funds for the Senate Appropriations Committee' found that,
"The financial data generated under the industrial fund moti-
vates management to be effective and efficient.'" Rate sta-
bilization may destroy some of this motivation. Further,
industrial fund working capital may come to be considered a
"contingency" fund to be expended in an emergency situation
without seeking congressional approval.

Finally, rate stabilization may tend to obscure the
true costs of operating the military; disclosure of these
costs was one of the original purposes of DOD Industrial
Funding. Whether these costs are lost or not will be entirely
dependent upon whether the quoted costs are based upon actual
costs or upon stabilized rates which vary considerably from

actual costs,
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E. MODIFIED NIF ACTIVITIES

As might be expected, not all Public Works operations
can be identified as departments, lead activities or centers.
There are some activities which do not meet the criteria for
establishment of a PWC, and which have a variety of tenant
activities that are funded from a variety of different
appropriations. These activities are considered to be
"modified NIF" activities.

One example of a modified NIF activity is the Pacific
Missile Test Center (PMTC), Point Mugu, California. The
holder of the plant account, PTMC, is funded from the RDT&E
appropriation; but there are many tenant activities funded
from the O§M,N appropriation, such as the Naval Air Station
and aircraft squadrons; and other military organizations and
private contractors.

The funding for public works management functions is
complex! As an organizational component of the Naval Air
Station, the PWD is responsible for all facilities management
functions as defined in Chapter I. The PWD operations are
financed by a mixture of appropriated funds and the Navy
Industrial Fund. The NIF was established for the various
production functions which are accomplished by the activities
located at PMTC; the PWD is a general expense center of the
NIF.

Normal public works functions such as maintenance and
repair of buildings, structuref, roads, etc., are funded by

a combination of appropriated funds and NIF funds.
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The combination of funds is based on the population, and has
been established as 60 percent appropriated funds from PMTC
and 40 percent NIF. Because of the 60/40 funding split, the
PWD workload may be limited by either of the two sources of
money. For example, if production customers have sufficient
money for NIF work, but the RDTEE appropriation is low, the
amount of work is limited by the appropriated funds.

The PWD may also perform alteration and minor construc-
tion work on a 100 percent appropriated fund basis for PMTC,
or on a 100 percent NIF basis for customer commands. In a
similar manner, funding for Special Repair or Improvement
Projects may come from two different sources. PMTC may
provide appropriated funds for Special Projects, or NIF pro-
duction overhead may be used for customer Special Projects.

The purpose of this section has not been to present a
definitive discussion of modified NIF activities, but to note
that such unusual situations do exist and that they pose

unique financial and management problems.
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APPENDIX A
Cory DEPARTMENT OF THE NAVY
OFFICE OF THE CHIEF OF NAVAL OPERATIONS
WASHINGTON, D.C. 20350

IN REPLY REFER TO
OPNAVNOTE 5450
OP-44E

Ser: 3696P44

OPNAV_NOTICE 5450

From: Chief of Naval Operations
To: Distridbution List

Subj: Staff Civil Engineer/Activity Civil Engineer Functional Statements
and Assignment Policies {n Complexes served by Public Works Centers

Ref: (a) OPNAVINST 5310.5A of 30 Apr 1965, Staffing Criteria Manual
for Activities Ashore
(b) OPNAVINST 1000.16A of 5 Feb 1969

Encl: (1) Staff Civil Engineer/Activity Civil Engineer Functional
Statements
(2) Assignment Guidance

I. Purpose. To issue policy coancerning the assignment of functions to Staff
Civil Engineers (SCEs)/Activity Civil Engineers (ACEs),

2. Scope. Provisions of this Notice are applicable to shore (field) sceiv-

ities (which obtain public works services from PWCs) and to PubPic Works
Centers (PWCs).

3. 1lnformation. Staff Civil Engineers are Civil Engineer Corps (CEC)
officers who perform those Public Works Officer's functions listed in enclo-
sure (1). As SCEs they are attached directly to shore (field) activities
which receive public works support from PWCs when the volume and/or complexicy
of the support justifies full-time assignment of a qualified CEC officer for
this purpose. Activity Civil Engineers are CEC officers attached to PWCs

and designated by the PWC to perform the Center functions listed in enclosure
(1) for supported activities.

4. Policy. Staff Civil Engineers shall be attached directly to shore (field)
activities in all instances where full-time efforts of a qualified CEC officer
are necessary to administer the volume and/or complexity of public works
support required. If a shore activity is not entitled to a SCE, the Center
will designate an officer to perform the SCE functions for that a¢tivity on

s part-time basis. Under these circumstances, the officer of the PWC will
normally be assigned additiomal duty to the supported activity for the
performance of SCE functions since the bulk of the services provided will

come directly from established organizational entities within the PWC, f.e.,
Maintenance Conctrol, Comptroller, Engineering, etc. Enclosure () providesx
Avidunce on assignment policies,

133

————— -



OFPNAVNOTFE 5450

5. Staff Civil Engineer Billet Requests. Shore (fleld) activities with a
sufficlent public works workload to justify the assignment of a Staff Civil
Engineer, may submit manpower authorigzation change requests for the estab-
lishment of SCE billets. Since no additional billets or upgrades are
available, requests for SCE billets are to be submitted via the Naval Facilitv
Engineering Command for review, evaluation and recommendations concerning the
availability of compensatory billets.

6. Action.

a. Pending revision of reference (a), Public Works Centers and PWC
supported activities will utilize enclosures (1) and (2) as criteria in
determining requirements for Staff Civil Engineer and Activity Civil
Engineer.

b. Shore Activities affected by the above policy will submit requests
for changes to the manpower authorization (OPNAV 1000/2) as required, in
accordance with reference (b) and paragraph 5 above.

7. Cancellation. This Notice is cancelled when the above action is
accomplished and for record purposes 31 December 1969.

L. G. BERNARD
By direction
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ACTIVITY CIVIL ENGINEERS/STAFF CIVIL ENGINEERS
FUNCTIONAL STATEMENTS

Statf Civil Engineers perform public works functions which are considered
a direct responsibility of the shore (field) activity. These functions
fnclude but are not limited to:

1. Formulate the snnual facilities management budget with the activity
comptrollers. ‘

. 2. Develop annual public works financial plan for Commanding Office’s
approval.

J. Assist the activity comptroller with control of expenditures and
review of fund status for adequacy in conformity with operating plan.

4. Coordinate, review, and approve the activity requests for public
works services and assign the activity's priorities therefor.

’ 5. Coordinate future expected work with PWC planning organizations.

6. Provide guidance and direction for station master planning and
ot preparation fo LSR, BFRL, MCON, and Special Projects submissions.

7. Act as command representative tn inspection of PWC/OICC work in
progress and for acceptance upon completion.

8. Plan, coordinate, snd direct the work of civilian stafi{ made available
to assist in the above function.

9. Routinely inspect facilities and initiate appropriate actionm.

Activity Civil Engineers perform functions which are considered a direct
responsibility of the PWC as they relate to support of any particular
activity for which an ACE has been assigned cognizance. These functions
include but are not limited to:

1. Receive and review customer work requests.
2. Recommend performance method and schedule of performance.

3. Coordinate between customer and PWC shop to insure satisfactory
vompletion of work.

+. lnsure PWC receives customer workload predictions as tar i{n advance
as possible. '

9. Participate in work scheduling within the PWC.

¢. Cvordinate contractor and PWC work effort. ENCi.OSURE (1)
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7. Participate in planning and validation of the annual facilities
inspection program and maintain facilities maintenance backlog by
customer.

8. Assist the SCE in performance of his functions.

9. Provide technical advice relative to public works functions; rccommend
solutions to customer problems concerning construction, alteration, equip-

ment installation, maintenance, and repair; provide preliminary cost
estimates; and assist in the preparation of facilities projects.

ENCLOSUPE (1)
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ASSIGNMENT GUIDANCE

Shore Activity Billets ~ Scaff Civil Engineers

Basic criteria for the asseignment of & Staff Civil Engineer is that the
public works workload is sufficient to require the assignment of a
qualified CEC officer. Factors used in deteruining the rank of the

billet are as follows:

I  CDR/LCDR Each activity with annual public works expenditure
greater than $3,000,000.

1 LT Each activity with annual public works expenditure
$1,000,000 - $3,000,000.

Public Works Center Billets - Activity Civil Engineers

1 LCDR Senior ACE.

1 LT Up to 3 activities; each with snnual public works
expenditure $500,000 -~ $1,000,000 or several with
less than $500,000.

1 LTJG/ENS Several activities; each activity with annual

public works expenditure less than $500,000 or
with a full-time SCE.

General Comments

1. The above criteria are conaidered guides only and it must be recognized
that special conditions may result in modified requirements. For example,
expenditures at certain overseas activities should be adjusted to compensate

for area wage differentials.

2. It is anticipsted that any requirement for more than one full-time
person will be met through use of a combination of CEC officer and
civil service personnel with no more than one CEC officer attached as

SCE to any one supported activity.

ENCLOSURE (2)

137




APPENDIX B

Staff Civil Engineers

Are they doing the job
originally intended?
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¢ Port Rugneme, Cott

Consolidate and reduce overhead!

We in the CEC have heard this phrace often in the
past sevecal years and, like gond sailors, we have indecd
consolidated, especially in our pubhic works husiness.

The best example of oue efforts is the Public Works
Centers (PWC). We now have nine of them, each
teplacing several public works departments tPWD).
Extablishcd as scparate commands, the centers provide
plant management services on a reimbursable basis to
naval activities in ther vicinity.

Interesting thing. though. all those commanding
Wficers wha lost their PWDs in our consolidations con-
tinue to be held responsibie for the material condition of
their {acilities. They continue to be funded by ther
bosses, the majoe claimants, to carry out this respen-
sibility. Where once the commanding officer had his
PWD «taffed to make good plant management decisirns
and execute them, he now must deal with 8 PWC which
does only what it is toid to do and only what it i< paid to
do.

Not to worty, the command is 1oid. After all, the CO
ol the Center proclaims himself as your Public Works
Officer (PWQ) and says his staff iv vour staff. reads to
do your beckoning. He <ays this, of cnurse, to scores of
other commands and should one gn to the Center with
anything shoct of 2 white hot item, he can expect to be
told to get in line.

Fortunately, NAVFAC recognized the aced to provide
at least major activitics served by 4 public works center
with somie degree of facility management expertise,
That is. NAVEAC etected to establich the bitlet of Scaff
Civit Engincer (SCE), a CEC officer assigned to the
activity served. His job is to provide a command suh
experienced facility management taient to enabie invel-
ligent decicions on how to use its limited facility main-
tenance and opcrations resotrces 10 best advantage.,

In bricf, from the standpoint of looking up to the
activity CO and out to his departments, the staff end
engincer is fike a public works nfficer. The onfy dif-
ference i that when he lnoks dowa at his department,
no one is there, He has to go clsewhere — nsually to the
PWC with dullars in hand and buy the services he wants,
To guote an QPNAV Natice which formalized al) this,
*Staff Civil Fuptincers shall be attached directly to shere
activitics in all instances where full time cfforts of 2
qualified CFC officer are accessary to gdminister the
volume and or complerity of public works support
required. ™

Al this sounds keen.

Like many things. however, there are many dit-
ficultics. Lot's diccnns a couple. Firs, the fact that «ta((
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.. . the author opines that things
are not as good as they should
be for the Staff Civil Engineer

and offers a few suggestions . ..

civil engincers are assigned only o major activitics
(shipyards. naval stations, cte.) should make 1@ apparent
that experience in public works i nughity desirable prior
to becoming an SC L.

In fact, there is a substantial number of SCEs who
have no such expericnce, or have so hittle that it s ot
marginal value. Normally, these felions are very com-
petent juniur offivers and. i short order. are able (o get
things done through the PWC.

Facitity administration, though, is a big business,
requiring sophisticated management it one 1y to carry
aut his responsibilities o the command and 0 the
taxpayer. Without amy expericnee in the ficld, these
officers may not casily appreciate what they should be
doing. Oftentimes. the intensity of the job can be over-
whelming. Onc hecomes so busy battling paper work
and crises that he has little ime or inchnation to
attempt real managemient or to recognize that he 1s not
managing but is peeforming as an “in-basket’ adnunis-
trator. Rather, he deals with problems 3s they come in
and perhaps enjoys the fecling that he is a big wheet on
his base. Such a strategy will keep one busy enough, but
it would be dilficuit to classify this as management.
Getting things dune is an accomplishment of adnunis-
tration. Getting the job done 1s an act of management
and involves much more. such as identfying and
assigning privritics to public works objectives and then
achieving them within available resources.

One might [vgitimately question how well even
seasoned PWOs do at this. If, with their experience and
tesining. they still do poorly, how much lower the
probability of semeone without these benetits becoming
an effective manager? Perhaps even a Henry Kissinger
would have had a tough time pulling it off when he way
twenty-four,

Further, the SCE has additional difficultics. One
must remember that he must make PWO-type
decisions. But where once there was a captain or so as
PWO and an armada of other officers and staff to
evaluate dcecision alternatives, there may now be an
ensign or a lieutenant (junior grade) (L1)G) who can
bounce his idcas off his clerk-typist. In this enviroy-
ment and without seasoning, poor decisians are not pre-
ordained ~ rather, the probabitity of them simply
increases.

The job can be un exciting and rewarding one, but the
author questions il we are properly serving cither our
customiers or our junior officers by detaiting to SCE
billets, vfficers on their first or second CEC wur and
without public works expericnce.

A second major problem with the billet is the hasy
guidelines contentling it. The OPNAYV notice referred o
earlicr was published in 1909, Further, as a notice, it
WANTER 1977
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expired shortly thereafter. Use that as a source of official
gutdance, and you may find yourself laughed off the
court, Other than that picee of paper, there has been o
vacuum of ofticial gutdance on the subject. NAVFAC
says little about the hiltet, and many PWCs have for-
nwalized ity responsitelitics with internal instructions.
Unfortunatcly, the chaps who watk around with stars on
therr sleeses, the felluws who will be the SCE's senior in
command. are nut terribly inclined to listen to directives
issued by a Statf Corps

The resalt is that the SCE lives in & [ree-float situa-
tion. in the experience of the authoe, it is a billet which
is constantly undergoing reorganization as the incum-
bent, the CO and the other station power brokers
attempt to agree on what picee of the action should go to |
the stalf civil engineer. With frequent personnel turn-
overs, it beconies an issue never resofved.

Since therse is no standaed organization, and are no
clear-cut responsibilities for the SCE, the author
thought it wise to conduct a survey of opinions of those
now serving in the billet. We identified 41 such officers
and mailed a bricf questionnaire to cach, centering on
his status in the command and his responsibilities.
Thirty-five compieted torms weee returned.

Several responses confirmed this lack of organiza-
tonal clarity. Said one officer. *SCE duties and respon-
sibilities vary so much from command to command that
the titie does not identify the jub.”” Adds another, “SCE
functions and statfing vary throughout the Naval
Complex.”

Possibly the maost interesting result of the question-
naire was finding that most SCEs feel very guod about
their jub. The vast majority consider themselves to be
the "PWO™ fur their activity, responsible foe managing
all facility muatters. lo quote an ensign serving at a
major activity in the Pacific, 1 am enjoying my tour as
SCE both personally and professionatiy. | feci this billet
is an cxcellent opportunity to learn all aspects of the
PWC organization.™

A couple of disturbing items, however, do appear.
Only 77% of the stalf civil engineers prepare the public
works budget for their activity. Only 83% have the
authority to conunit budget resources in operations and
maintenance (O&M) of ecal property (facilities and real
estate). OF particular note, only 60% report directly to
the CO/XO0, and utfice stalfing varics from 0 to over 40!
it seems that at commands which believe in a conven-
tional rank structure, our fricndly SCE, whu is normality
rathee junior, frequently finds himselt buried well down
in the chaia of command with only linuted authority and
undetined stalf.

Possibly a LTJG attached to a naval huospital best

(Cuntinued on page 22)
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Staff Civil Enginéers

(Continued from page 9)

expresses this problem. In response (o our question-
naire, he said, 'l work for a lieutenant commander.
Medical Service Corps. who works (ue a captain
Medical Service Corps. who works for the CO/XO.
Further, we have a (iS-12 hospital engincer who super-
vises a work center of sit PWC maintenance men. | Fave
no linc relationship with the engineer at all.”

Though not disastrous. | would sugeest that if the
same percentages applicd to PWQs, we would be witness
to much discontent in their ranks.

[Face it, seniority i< part of the game. We play it. too.
rigidly at times. Unfortunately. sometimes it is nnt
appropriate. For better or worse, most bases spend the
major portion of their O&M dolfars on pubiic works
functions. Whether it’s a licutenant stafl civil engincer
or 8 captain PWO managing that function. the impor-
tance of doing it weil does not chaage. The one who
manages it should be organizationally close to the com-
manding officer.

Contusing rank with billet importance has long
created probiems for other public works managers. The
PWO, for example. is n.'rmally relatively junior, making
it sometimes more difficult for him to do husiness. Re-
place him with one far more junior, and the problem is
aggravated. Remove olicy guidance on how that
individual fits into the organization and eliminatc his
stafl, and matters can further deteriorate.

To digress briefly: Tle SCE normalfly has additional
duty as an Activity Civil Engineer (ACE), a PWC billet.
ACEs are normally responsible for serving as a facility
management consultant for the PWC customer and
scting as his advocate within the Center. Scveral SCEs
commented that assignment to this second job was un-
wise as it forced them to try serving two masters: their
command and the PWC. They recommended they not
have ACE responsibilities.

Frankly, | disagree. The situation may not be ideal.
but with our limited corps strength. it's doubtful if there
will ever be enough officers 1o assign ACEs to assist
commands which have SCEs. Thus, if the SCE wants tn
be abdle to delve into the innards of the conter to find and
rsh the right buttons to make gouod things happen for

is command, he must be a part of the PWC organiza-
tion. If he is not, he loses this access and must rely on
command to command stulf every time he's got a
problem with the PWC.

It's appropriate to point out here that the PWC
succeeds only when it is satisfying its customer, thus the
objectives of the SCE and the center are mutnal, An
adversary relationship simply shouldn’t exist.

Unfortunately, reality often docs not mirror theory.
Real world problems can and do arise which can place
the SCE in touchy situations, hut it’s doubtful that
getting rid of his ACF hat would help him. It may cven
compound his troubles. Face it, it's not carecr en-
hancing to publicly throw mud at the Corps regardicss
of yout chain of command. Cont will remain necossary.
Nl?: recap. | see two significant problems in the SCE
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® Dctailing of incxperienced officers into 3 billet
which paraticis that of a PWO at a major installation.

® Lack of OPNAV gudance on the functions and
responsibilitics of the staff civil engincer. meaning one
must depend on the fuck of the draw rather than on an
institutionalized organizational structure.

What to do? | would propose that there are three
alternatives:

¢ Eliminate the billet and do it all with the ACE.

¢ Do nothing. Even the President admits life is
unfair.

* Imprave, at Icast incrementally, the problems
discussed.

It's difficult to sce any benefits in the first alternative.
For one thing. it would further dccrease the facility
expertisc at activities served hy PWCy — hardiv a way to
improve our management of limited re<ources. It would
also make the commanding officer more suspect of the
PWC as a somcwhat alien organization. {mportantly,
from a professional standpaint, the bilet of SCE s
normally considered a good one, and the ACE job is
thought of as less desirable. Let's call this nne the
“Liberty is canceled until morale improves* alternative.

Il we accept that the billet has some probeims. it is
difficult to accept the second alternative. Yet it seems to
be precisely the onc we are pursuing. Junior officers
have heen <quawking about the problems of the SCE for
scveral years, but arc still awaiting recognition. Possibly
it's becausc the billct didn’t exist at the activity level
when our scniors were licutenants, so they don’t really
empathize with the probiem. Pascsibly they wish to
avoid holy war with the line Navy. We. however, pride
nursclves is managers. Here is a problem (oppor-
tunity?) which may have a manageabic solution. We
wouid be remiss not to pursue it.

This lcaves alternative three. But talk is cheap. What
specifically might anyone do to alleviate the situations?
Hcere are a few idcas —

First. NAVFAC should establish firm guidelines for
assignment of officers to the staff civil cngineer billet.
A recommendation is that any officer going to the billet
shouid have minimum of 18 maonths public works
cxperience or four years service in the CEC. Further, we
would advise that the hillet be filled by a licutenant ne
above. (1t may be appropriate to note here that these
hillets exist only at major activitics. Smaller ones will
not have an SCE. but will rather receive assistance from
an ACF.)

What ahout consequences? A more senior rank
structure in the SCE business. means 3 more junior rank
structure ciscwhere. To avoid controversy, we would
suggest that there are opportunitics within the public
warks busincss. It's interesting 1o nnte, for example,
that a so-called “"Mudule 11" I"'WD rates three officers:
a commander for PWO. a licutenant commander as his
asistant, and an ensign for planning. Should that
activity be consolidated into a center. we would expect
that the SCE would be at bes a ficntenant, even though
the responsibility for manapement of hase facilities hag
changed very little. Fusther, without his owa wark force,
he can no loager flex his muscies and pet action. Now he
must work with, necdle, cagpole, anil threaten a <eparate
organization, the PWC, 10 get cven the smaliest task
accomplished.
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1t would scem reasonable 1o assign the licutenant to
the APWO badet and reserve the more cvperienced
lieutenant commander for an SCE job. We mcant 1t
earlicr, when we referred to the hagh level of talent
Junior alficer ranks. Givimg these felloms the appoctunity
to exercive this talent, under the puidance of an cx-
perienved mientoe, would certainly be a super oppoe-
tunity foe them to learn a Tascinating business.

To keep our arguments i perspective, ety review
what the rules say about these issues, Our oft referred
to OPNAVNOTE 3450 (16 October 1909) sayy all SCEs
should be 3 lictitenant or above  There 15 no allowance
fue more junior officers (0 seeve i the blet.

Another interesting point: The CEC's Zero Base
Study specifically states that no olhicer shall be assigned
as staff civil cogineer without prior pubhic works
expericnce.

The point is without a powerful advocate these grand
statements were apparently overlooked in the competi-
tion for CEC talent and expericnce. A quick review
of our questionnaires reveals that one-third of the SCE
billets are filled by LTIGs and b-low. Further. a
substuntial auniber of the licutenant staff civil engineers
lack facility expericnce.

It is belicved that the suggestion provides 3 realistic
basis for impruving the qualifications of the staff ¢ivil
engineer. They're no more severe than thow directed by
OPNAV. ‘They vuuld certainly aifect the rank structure
of our Corps, but then there are good things and bad
things about everything. In this case the good things
sbout the ideas sutweigh the bad.

Regarding our second concern, lack of official
guidance va the rule of the statf civil engineer, clearly
the billet should be institutionalized. First. this will
entait putting vut a picce of paper —an OPNAV
instruction, a change 10 Navy Regs — whatever. That's
not our concern. Rather our concern is that an official
document with the imprimatur of the CNO descnibe in
some detail who the staff civil cngineer is and what he
is supposed to be doing for the command and where he
belongs in the organization. This should be followed by
something from NAVFAC outlining staffing stundacds.

This, however, will not be envugh. We should kecp
our ears a little closer to the rail and remain mure aware
of what's happening at those activitics with an SCE.
Further, NAVFAC must be ready to go to general
quarters if OPNAY guidance is tlaunted and an SCE is
relegated to an inappropriate role in an organization.
ANl this nay sound difficult, but it's ao more than we
should expect would happen if a CO started using his
administrative officer as PWO and using his PWO as
assistant airfield uperations officer,

This is the real crunch. Are we willing tu go to the
mat over a LTIG?
We do not have cnough officers 0 be all things to alf
. 1 a CO clects to misuse the CEC talent made
svailable to him, we should excreise the option of not
staffing the billet and use that officer ¢lsewhere in the
Navy where his contributions will be more wetcume.

The avcrage SCE is quite aware of the current lack of
icy concerning his billet. However, most have
nessed themaclves into a good billet. Others have not.
It's time 10 care about them.
WINTER 1977
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More about

Sta
Cuvil

In an excelfent and stimulating asticle
in the winter 1977-78 iveuc of the Navy
Civil Engineer 1LCDR C. §. Pranl
pocirayed the plight of the SCE. The
srticle left me feeling that the SCE
concept is il Jefined: has problems, but
works; and nceds improvement.

The purpase of my teply s not 12
criticize hiy excellent article but rather
to offer some additional thoughis and
fsom a diffcrent perspective.

The 1969 OPNAV Note. This notice,
loag sell-canceled, established the con-
cept of the SCE. Why hasn’t it ever been
reenergized? Frankly, ) don’t know. 1 do
know somathing about 1the yeur in which
it was signed. Withow considering the
Corps as a whole just recal) the SEA-
BEES in 1969-—20 pius battalions mov-
ing in and out of Vicinam, buiding 2
repulation as remarkable a2y those of
World Wae (1. Then remember the
Corps—9 admirals and 2000 plus offi-
cers. It adds up to something that in
recent yenry newscasters (vl us has been
fost by a number of clder Southern
Congressmen. The "“clout’” that NAV.
FAC wicided in 1969 must have been
well above that of the pre-Vicinam era
not 10 say that of the present. Not
only is the Corpn below pre.war siaffing
levels, we are below rero base levels.

What all this is pointed toward is a
question~under  curremt  conditions
could NAVFAC ‘*sell'* OPNAV any
document formalizing the SCE concept
that would be of any value in the eyes
of the junior officer who is the SCE?
Recent news magazines portray the
Navy’s pecoblems with shipbuilding caa-
tracts and the status of our huge and
fabulously expensive carners. Cleutly,
OPNAY is emersed in greater dilemmas
than the concept of the SCE. LCDR
Prahl mentions the possibility of 2 hoty
war with the Line. | submit that the
Corps definitely should steee clear of a
Jihed. This type of infighting does no
one any good and i definitely aer in
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the interest of our real job—aational
defense.

Why does 1the SCE concepr work?
Bespite the lack of Navy.wide guidance
on the SCE concepr i does wurk in
varying Jegrees. Un the surface ths find-
ing is surprising. [t works for a number
of reasons. The four reasons | list below
are drawn from my Anowledge of only
one center (a limitation that is uatoc-
tunaie); however, centers are managed
under a corporate concept so many
things have a way of being vimilar, and
in any case all of these reasony deal
with pcople.

¢ First, take the CO (the Mr. Outside
of the PWC CQ/XQ team), A quick
check of COs will point om who gets
these jobs. The officers selected to be
ceater COs are among the best the
Corps has. Even if they were junior
ofticers before anyone hesrd of a SCE
they are fexible, expenienced and very
likely to empathize with the SCE~
provided the SCE has access to them.
Yes, let’s keep the SCE with the addi-
tional duty as an actwity csvil engineer
(ACE). The PWC CO has the horizontal
contact with the SCE's <O that ¢an
produce the gnswer to many dilemmas
the SCE may have. Thanks 1o the
calibre of officers who fill SCE billets
it woa't be every (eablem the SCE faces
that he will have to seek help on from
the center CQO.

® Another mentor/contidant for the
SCE is the senior ACE (ves, fet's keep
the SCE . . ). Here is where the SCE
can plug-in for that extra venter effort
necessary to get ihe job dune or
where the idea that wasn't sppropriate

10 toss a1 the SCE's Jlerk tymst can be

tested.

® Third, consider the detailers. Like
the COs of PWCs 4 guik check of
past detaiters tells vou a lot about the
Quality of individugly selevted (o be
detaifers, Considering the plethura of
reguiations and restrivtiony that they
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CALLENDER, CEC, USN
P.E. La.
Executive Officer, PWC,
Pensacola
must consider and still get the job done
it’s a real tribute to their abduy that
SCE jobs get (ilied as adequarely as they
do. Few of us non-detailers cuuld do
any betfer with the personnel juggling
act than they do.

e Having m ed the adequate
manner in which SCE jobs do get
filled brings me (0 the subject uf the
quality of the young oflicers [ have
had the pleasure of knowiang in thew
SCE/ACE roles: my (ourth reason why
the SCE concept works!

As an example, take the SCE a1 the
Naval Hospital tLCDR Prahi’s exampie)
who worked for 8 LCDR, who worked
for a cagtain who worked for the XO
who worked {or the CO. Considering
the echeton of this command you might
guess the CO was 3 Rear Admiral.
Thus the distance away from the CO
was 2 little more undcrnandable. 1n fact,
this SCE has significant influence in the
whole facilives program for this hospnal.
In addition, even thuough seemingly far
removed from this CO, the SCE has
direct access (o0 him on a regular basis.
Finally, because of a reorganization in
January 1978 1he (iS-12 engincer men-
tioned works for the SCE. My poine in
$0ing Over these itemy is that what may
sound awful from the standpoint of
access to the CO may prove to be more
than adequiie both Tunctionally and in
1erms of reward for the SCE. The suc-
cess Of this particular relativaship
resulied from the fact that the (wo
officers who have most recently filled
the billet have been capable orgamzers
and managers, typial of the young
oflicers who are detavied 10 SCE billers.

Is the effort to institutionulize the
SCE comcept with a new OPNAVY
document wortk the resull or the risk?

Comider the pictwre LCDR  Praht
pamnts and how we might retouch it:
The SCE has (0 serve (wo masters
(because of his ACE hat); he frequently

(cuntinued nexst page)




(Continned [rom preceding posel
tacks prior experience in public works
maticrs; and both he and hie primary
duty huws need OI'NAY gindanve in how
he should he used. From a review of my
tally sheet I'd call the bail game like
this:

Retain the ADIDU duiy as an ACE:
the plusses far outweigh the minuses.

It is unreslistic that every SCE job
get an officer wih 1R months public
worke experience or four vears in the
CEC. or a L.T (or above). Why not let
the dctailers 'do their best to continue
10 piace excepticnal voung officers in
SCE jobs? After all, the SCE concept
is working and mos<t SCF+ find thew
job rewarding. 1 cubmut the detalers and

the Corpe probatly have other problems
and don’t need  _h infleubility as the
limite deccribed . 1have could impose

In the militar. service the CO i« the
ulumate manager  He needs Neviniity
The SCE necds risom 1o esercite iminia
tive and judgment. ¢entralized control
and standardization on a world wide
wale is great for many imags, but | wb-
mit the Corps needs to be very careful
in how 1t is apphicd 1o the SCE concept.
Furthesmore, we do nixt need the theeat
of a yihad.

In summary, our Corps i« smail and,
fike another famoux Corpe, (whose reni-
ments sing of Monteruma and Tnipoh),
elite. As a recult we get (op young
people into our ranks. Thoce who make

it to captain under current «alling levels
have survived 3 nigaed vompetition.
When one considers that the SCFe,
detlers and PWC COx are the tops of
what s alremty @ weleet group i hecommes
apprent that we may not be able 10 do
too much better.

All in all « cecms to me the SCT
concept, currentiv functional in many
wavs in many places, rewarding 10 most
atfiers who are SCEx, has 8 net pounve
wore and deserves long and serious con-
wdervion befare 1t is rigidly remolded
o a tight ncat hitle mnstitutionalized
pakage.

fnaity. a public commendation (o
‘Kip" Peahl for candudly discussing a
sensitive subvect

SCEs or PWQs’?

By LCOR RICHARD H. RICE. JR.
CEC, USN
PE. Hawaii

* Alamade Caut

With regard 10 Sraff Civil Fngineers
| would make two points—there <hould
de more of them and they thouid be
called Public Works Officers,

The *‘Dillon Board™’ in 1968 made
severs) key recommendations ertaiming
to Staff Civit Engineers (SCF<) and
Activity Civil Engineers (ACl:<) and !
quote:

“The merging of command and sup-
port calls for a re-cxamination of the
staffing of PWCx with ACFs . . With
commands being responsibic far obtain-
ing their own support, with increased
fund fNow through command, many
commands have cepressed 2 need for
Sealf Civil Engineer on their rolls. Such
an assignment would replace the ACEs
and should ble the ¢ 1 10
develop better execution plans (10 the
benefit of the centers) and would resuit
in greater command confidence. Thus,
the Board concludes that the concept
of ACEs should be reviced and (hat
some officers should have primary duty
a8 Civil Engineers on the «affs of the
major supported commands.’

The CEC Zeto flase Study recom-
mended that the SCE« be assigned 10
more activities scrved by PW(C< and
that the number of ACE billctc be
reduced accordingly. Spevifically, the
Zero Base Study recommended ACE
saffing for the 9 PWC(Ce of 2 ot of
34 officers: 9 Lieutenant Commanders,
18 Licutenants, and 7 CWO V4. The
P.t of Summer 1977 indicates 4% offi.

Lcers (BICDR, 06T, R 1 TIG, R £ing,
1 WO2) bdillers are presently idemtificed
a8 ACFs or 13% morc than the 7cro
Base Studv. It is apparent that the
recommendations of 1he Dillon and
Zero Mace Studies have not  heen
sdoped!

Another concern discusted in the
Zero Race Studv was that Staflf Civd
Engineers chouid increase emphasic on
planming. The key 10 luture sucvess iy
Reat Property Mamtenance Actisy
(RPMA) funding i« getting your oar 11
earlv. Plmaing mus he done at the
activity level o that OP-43 will have th:
input for the Proeram Objectives Mem-
orandum (POM) budect dnill.

How many ACFEs are involhved in
activity level RPMA planning —how
many know what a Facilitiex Manage-
ment Budget Exhibit comains? How
many are knowledeeable of recent
changes in AIS lornat —and thar REAMAM
s “‘out”” and BMAR Category | non-
deferrable i 'in""? The maintenance of
the activity in FY-RO depends on ixday's
input.

L.est we members of the ever shrink-
ing CEC forget. RADM Dillon in his
196R report <tatad, ' Corps imape can
he described ac our service reputation,
or how we corporately appear {0
others—or how wc think we appear
10 others.”

The CO< and X of (he opcrating
forces we scrve know our Corps as
Public Works Officers—~and we have
etablished a repwmation over the 10N
Mus vears of our existence as heing the
source of shore support. When a sinp
n port or activity deparimens head has
a probiem, he can relv on the old
adape *Caft Public Works. "’

How many linc officers, evpecnally
those who have <pent most of their
careers at sea, have ever heard of the
Staff Civil Fagincer —ar the Faciities
Manasement Oftwe? In fwt, manv
acnvity COx with SCE < assiened intro-
duce their officers a< “mv Public Works
Officer.”
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There it no need 10 create & new
SCFMS (Siaff Civil Fngincer Manage-
ment Sveem). I an activity has RPMA
bucks thev <hould he managed by a CCC
Public Works Officer Hic or her dunies
should be cadificd n 2 NAVFAC pub-
hicatton (posaibiv P-UHR) and as a mini-
mum <hould include: a requirement (o
report directly 10 the CO. X0 gurdance
on vivilian staffing: and a requirement
that the PWO budget for and commat
REPMA fynds.

ficrecy, you say—not <o. For those
who have not looked closely at shore
activitice latelv be advised they are
brvised and bhloody from vertical cut
after vertical cur through regionaliza.
tion Nt only the old wounde from
loss of Public Works, medical, denal,
disburcing, communications, data pro-
cecsing, etc., but now IDA (integrated
dishursing and  accounting) loome to
take more out of the comptroiler.

The Sialf Civil Cosincer in many
cases now manages the onlv non-labor
dollars around. Why i< this any fese
difficult hecaace he has no bue collar
work force? And speaking of that blue
colliar wawrk force—now that thev have
been  grouped  toecther for  efficiem
opcratns—the  commercial: inductrial
movram is fase shrinking their ranke. At
the end of the (el will not the CO
of the PWC mercly be a large Siaff
Civil U ogincer/OICC ~ what then?

Changing the title of a CEC officer
from SCE (o PWO may not give him
any more cxperienee, of solve the myrind
of other problems =Pt 11 is a wart.
1 nothine clae it will serve as o constant
eemunder 10 NAVEAC thar thew cales
forvg needs amd deserves NAVEAC
Supeort .
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Strengthening the Activity

® San Biore, Caw.

As a consolidated organizatinn, the
Navy Public Waorks Center (P25 C),
San Dicpo, provides compicic public
works service (o all naval activitics
within the San Dicgo area.

These customers range from large
to small; from major properiy hoiders
with millions of dollars tur mainte-
nance of real pruperty (MRPY; to
small onc-office tecnant commands
with very few dollars.

The relations between PWC and
the customer are provided by exthera
staff civil engincer (SCE) an otlicer
sssigned 10 the major command, or
by an activity civil enginevr (ACE)
located within PWC. Bascd on actual
fiscal year figures, the customer com-
mands sened by the five ACEs at
PWC, San Dicgo, represented 52
percent of the total PWC warkload or
spproximatcly $52 muiilion worth of
purchased services.

With such a huge volume of work,
the Center’s ACLEs have. in the past,
devoted most of their time expediting
work. Expediting, as such, included
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ond Fns. Jamas Guslatann contar on
plang for 8 Center cuatomur.
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CEC, USN
Senior ACE, PWC, San Dirgo

revicwing and processing work re-
quests, coordinating propee tunding,
monitoring work request processing,
contrnutng chechs 0n status, inaterad
procurcments, and troubleshooting.
These time-consuming actions were
devoted 1o the in-house PWC sysicmn
and commenced only upon the imual
action by the customer.

The ACLs greatly assisied work
requcst processing, but did not serve
to strengthen the PWC organization.
More importantly, the use of junior
officers for expediting work requcests
did not usc their full capabilities nor
did i improve overall customer
guidance.

A prozram has now been estab-
lished to remove the ACEs from the
day-to-day work capeditine and al-
low them to provide true public works
oflicer consultation to customer ac-
tivitics. Included would be facility
planning and pregramming. special
or military construction (MCON)
project development, eflecting facili-
ty maintenaace plans, and other
consultation.

In exccuting the program, two
problecms had to be overcome. These
were breaking the traditonal ACE
role as troubicshouvter on work re-

" quest problems, and, providing more

training for the ACEs.

Internal procedures now hiave been
strengthencd and developed to aflow
the production management system
(I'MS 1) procedure to run on its
own. The ACE now provides closer
contiact between the customer and
the Public Works Center by estab-
lishing milestones for jobs and re-
quusting feedback information from
the various processing poiats within
PWC.

Based on enhanced two-way com-
munication, the ACEs can provide
improved lizison in acgotuating jub
starts and completions,

An active training program has
been developed to include formal
tumng, such as the Civil Enpineer
Corps Otlicers School (CECOSN) at
Port Huceneme, and informal training
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which includcs bricfing sessions with
PWC and SCE personnel. These
sessions imvolve subjects such as the
Annuad Inspection Summary tAIS),
budgcting, maintenance require-
ments, contract admnistration,
tpecial projects, minor construction
projects, and planming and
programming.

The program has endcavored to
provide basic informatuion and knowi-
edge 10 each ACE concerning all the
facets of public works functions with
which they will become involved. It
provides fundamental background
for laws and regulations associated
with daily business.

The program has been concentrat-
ing on building a stronp, personal
relatiowship with each customer ac-
tivity. Specific actions have included
obtaining knowledge concerning the
mission, functions, and various facili-
tics owned and operated by the cus-
tomers. The cnd product includes
gaining the customers’ conlidence in
the ACLs as the maintcnance ano
repair experts.

Gathering of customer information
(i.c. budgpets, long-range plans, annu-
al inspection suwmmaries, dollar
volumc of PAVC services, history ot
business, master plans, etc.) provides
a basis for developing marnteaance
plans advising the customer of long:
range major Maintcaunce  actiou:
that will permit advance budyreting

The end result of this program is o
develop a stroager work processine
system within PWC San Diepo for
work cxpediency and improved over-
all fucility service.

And, tinally, it will provide max.
imum utilizittion and training of jun-
ior CEC officers lor Tuture
Jevelopment and responsibility.

The program was started ust a few
months agoand stil s along was o
go. But unprovements are betng ab
served, buth interaad avd external
the Centee  The role of San Dicru
activity ol engineers is changing.
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III. REAL PROPERTY MANAGEMENT

A. REAL ESTATE LIFE CYCLE
1. Background

The term ''real property'" encompasses all buildings
and structures of a Naval shore activity and the land upon
which those facilities are built. The purpose of the Navy
real property management program is to obtain maximum util-
ization of the real estate and improvements thereon. The
purpose of this chapter is to consider principally the
policies and procedures for management of the land or real
estate. The procedures for planning and acquiring buildings
and structures are covered in the chapter on Shore Facilities
Planning and Programming.

The extent of the Navy real property management pro-
gram is indicated by the following statistics [Boslego, 1977]:

The Navy and Marine Corps control nearly as much land as
is contained within the state of New Jersey.

The Navy real estate contains 110,000 buildings with total
floor space of 663 million square feet.

There are some 183,000 items of real property, with an
estimated value of $53 billion; this dollar value is close
to the combined total assets of Exxon and General Motors.
The real property or real estate life cycle includes
three phases: acquisition, utilization, and disposal; each
of these phases will be discussed. The procedures involved

in acquisition or disposal of large parcels of land, such as

for construction of a new activity, are seldom encountered
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bv the Public Works Officer. The majority of public works
real estate actions concern the utilization phase--surveys
and use plans, granting or gaining use of real property, and
management of assets.

All real estate procedures are discussed in detail
in NAVFAC P-73, Real Estate Administration.

2. Acquisition

a. Planning
Planning for acquisition of the real estate needed

to support a new activity or a new requirement is accomplished
through the Shore Facilities Planning System. The real estate
acquisition requirements are based upon approved military
missions or upon the need to protect the government interest
in existing property. Acquisition actions are executed by
the geographic NAVFAC Engineering Field Divisions. Primary
tenets of all real estate acquisitions are that they be
accomplished with minimum impact on the economy of the civil-
ian community; that the rights of private property owners be
respected, and that damage to them be minimized.

b. Authorization

(1) Land Planning Report. The first step in

the acquisition authorization is preparation of a Land Plan-
ning Report by the EFD. The report provides recommendations
of specific boundary lines, interests to be acquired, whether
or not mineral rights should be purchased, and other pertin-
ent matters, together with an estimate of project costs.

Upon approval by NAVFAC, the land planning report is used
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as a supporc document in seeking acquisition authorization
[Woods, 1977].

(2) Approval. Projects to acquire land of value
not less than $50,000 may be approved by the Secretary of the
Navy, subject to-.the restrictions that the project must be
complete (rather than an increment of a larger project), and
be funded from the O§M,N appropriation. Projects to acquire
land of greater than $50,000 value must be authorized by
Congress through either Military Construction Navy (MCON) or
Special legislation. Under the MCON process, a military con-
struction project is developed through the shore facilities
planning system; Special legislation is a bill introduced by
a Congressman directly to the floor of Congress. Pursuant
to 10 USC 2662, after acquisition has been authorized by
Congress, and after the purchase or exchange has been nego-
tiated, the project must be taken back before the House and
Senate Armed Services Committees for final approval.

¢. Acquisition Processes

(1) General. Upon approval and funding of a
proposal by either the Congress or SECNAV, several legal and
administrative procedures may be employed to acquire the new
land and/or other facilities. Within the Navy Department,
NAVFAC is the central agency empowered to coordinate acqui-
sition actions. However, the procurement actions are usually
conducted by the EFDs. The Commanding Officer of a shore
activity has no authority to procure real estate [CECOS,

1979].
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(2) Purchase. Direct purchase is the preferred
method of acquisition. It is accomplished by negotiation
based on a fair market value for the property. The fair mar-
ket value is usually established by private appraisal. Fee
simple (complete ownership) interest in the land is generally
acquired when: a long-term requirement exists; permanent
construction is planned; restoration cost exceeds value; cost
of lesser interest approaches fee value; and contemplated use
will result in contamination that is expensive or virtually
impossible to decontaminate [CECOS, 1979].

A written offer to purchase is made to land-
owners within the project area based on the approved appraisal.
Public Law 91-646 governs how the offer is tendered and requires
that a summary of the essential elements of the appraisal be
furnished with the written offer. The law requires that the
original offer must not be less than the agency's approved
appraisal of the property.

Negotiators of the EFD Real Estate Division
conduct negotiations with landowners until either a signed
purchase agreement at an acceptable price is obtained or
negotiations prove unsuccessful and are terminated. If the
negotiation ends successfully, updated title evidence is ob-
tained and the EFD counsel effects the closing [Woods, 1977].

(3) Condemnation. If negotiations fail or if

the title to the property cannot be cleared, a condemnation
assembly is forwarded to NAVFAC for approval by SECNAV. Upon

concurrence, the file is sent to the Department of Justice
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requesting that condemnation proceedings be instituted.

The Department of Justice files a condemnation together with
a Declaration of Taking through the local United States
attorney. The amount of the Navy's appraisal is deposited
with a Federal Court and title to the property passes to the
Government at the time the Declaration is filed. The deter-
mination of just compensation may remain for later trial
unless settlement is made through the Department of Justice
[Woods, 1977].

(4) Exchange. Under this method of acquisition,
the General Services Administration (GSA) negotiates a land
exchange using excess federal property to acquire land needed
by the Navy. If the value of the lands to be exchanged
exceeds $50,000, the Navy must obtain the approval of the
Armed Services committees. Additionally, the Navy land to
be exchanged must be of equal or higher value than the non-
federal land, since the difference in dollar value may be
paid to the federal government but not vice versa. Land
exchanges also require a willing land-holder who is agree-
able to the exchange and agrees with the Government on the
value of lands to be exchanged [CECOS, 1979].

(5) Transfer. Property that is excess to the
needs of another military service, or other federal agency,
may be transferred to the Navy. This procedure may involve
GSA and Congressional concurrence in certain cases [CECOS,

1979].

154a

e



3. Utilization

a. Policy

The federal government and the Navy in Particular
hold vast amounts of real estate which are costly to maintain
and control. If the local command determines that land is
excess to its needs, the land may be reported through the
excess facilities plan of the shore facilities planning sys-
tem. The local recommendation is staffed through the chain
of command to the Chief of Naval Operations for approval.
However, it is noted that activity commanders historically
have been reluctant to release any land that is under their
control because they always have plans to do something with
it!

There has been increasing pressure on the federal
government to release control over many federal tracts which
were once isolated but which are now surrounded by commercial
and industrial development, or which contain valuable natural
resources. The federal land has become increasingly attrac-
tive to local and state governments and to corporate and
private interests, which desire to develop and utilize the
property. The President has issued Executive Order 11954,
Appendix A, for the purpose of establishing an outside agency
evaluation of real property utilization in each federal agency.

Executive Order 11954, which superseded and can-
celled Executiye Orders 11724 and 11508, tasks the GSA with
conducting surveys of real property held by federal agencies

and making reports to the President through the Federal
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Propertf Council. The reports are to describe any property
which in the judgement of GSA is either not utilized, under-
utilized, or is not being put to optimum use, and which GSA
recommends be reported excess. In addition, DOD and Navy
Inspector Generals have conducted real property surveys under
provision of Executive Order 11954, and reworted their find-
ings and recommendations relative to the utilization of real
property to the Office of Management and Budget. The result
of the surveys is to remove from Navy inventory those lands
and improvements that are no longer needed. This can and
does result in some savings to the Navy in that there is no
need for maintenance of the unneeded properties.

Department of the Navy guidance for all matters
related to utilization of real property is provided in OPNAV
Instruction 11011.10. Because of the importance of this
subject to PWOs, the Instruction is provided as Appendix B.

b. Real Property Surveys_

(1) Local Surveys. Each activity holding Class

1 (land) or Class 2 (buildings) real property must conduct

an annual utilization review to identify property that is

not utilized, underutilized or not being put to optimum use.
The surveys are reviewed by the Major Claimants and submitted

to CNO.

As part of the survey, each activity is re-
quired to maintain an activity utilization map which by means
of labels and color coding identifies the status and present

use of all land areas.
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(2) DOD Surveys. In the past, on-site surveys

have been performed by both DOD and Navy Inspector Generals,
but at present such surveys are not required in consideration
of the level of GSA and local surveys.

(3) GSA Surveys. Every Navy activity must expect

and be prepared for a GSA survey--either informal or formal.
Prior to a formal survey, a local GSA office may conduct a
"windshield" tour in order to decide whether a formal survey
is required. The notification of such a survey may occur
only a few hours in advance, or at most a few days! Despite
the short notice, the informal survey is of vital importance
to the activity because it may determine whether a formal
survey is justified.

Notification of formal surveys is given
about 30 days in advance. The command must cooperate with
the GSA survey team by providing maps and real estate data,
and providing access to the activity. In order to avoid
erroneous evaluations, GSA teams should be briefed on the
activity mission and the facilities required to support that
mission, and given a complete tour of the real property.

4. Disposal
a. General
Class 1 or Class 2 real property which has been
determined to be excess to the needs of the Navy as a result
of either the shore facilities planning program or a GSA
survey becomes ayailable for disposal action. It is the

policy of DOD that real estate holdings be kept to the minimum
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required to accomplish the assigned mission. Prompt disposal
is to be made of all property not required to support current
or projected mission.

b. Report of Excess Property [CECOS, 1979]

Reports of excess property must be submitted to
the EFD. The reports are subject to the approval of the
appropriate support command and the Major Claimant. Excess
property is to be reported on the forms described below.
Examples of the forms and instructions for preparation are
contained in NAVFAC P-73.

1) SF 118, Report of Excess Real Property: This report
summarizes the excess and related personal property.

2) SF 118A, Buildings, Structures, Utilities and Miscel-
laneous Facilities: This report describes the Class 2
property reported on SF 118,

3) SF 118B, Land: This report is used in all instances

to report the details of excess land reported on SF 118.

4) SF 118C, Related Personal Property: This report lists
the details concerning the excess related personal
property, Class 3.

c. Methods [CECOS, 1979]

Real property no longer required to fulfill an
assigned mission may be: reassigned within the Navy; trans-
ferred to another service; reported excess to GSA, and there-
after transferred to federal civilian agencies, or disposed
of by competetive bidding or negotiated sale; or abandoned,
destroyed or donated to public bodies.

d. Approval [CECOS, 1979]

Authority to dispose of government owned real

property is derived from the Federal Property and Adminisistrative
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Services Act of 1949. The GSA is the disposal agency for
all land and improvements with a fair market value of §1,000
or more. The authority has been successively delegated to
NAVFAC for disposal of Navy real property.

The EFD screens all excess Class 1 and 2 real
property that has not deteriorated beyond economical repair
in order to determine if there are any potential users of the
property. This screening process ordinarily proceeds simul-
taneously within and without the Navy.

Naval activities desiring to obtain excess real
and related personal property from Naval activities other
than their own command should submit requests to the EFD
outlining the requirements for the property. The EFD then
obtains the necessary approvals to effect the reassignment.

Disposal by transfer to the Army, Air Force or
Coast Guard, or report of excess to GSA on real property
having a value of $50,000 or more, requires the approval of
the Armed Services Committees of Congress. Prior to report-
ing property as excess to DOD, the EFD will obtain requisite
additional approvals from CNO, DQD and the Armed Services
Committees.

e. Custody [CECOS, 1979]

The reporting activity is responsible for physical
security, maintenance and repair of excess and surplus real
and related personal property pending its reassignment, trans-
fer or disposal. The activity is also responsible for the

expense of such care for not more than 12 months, plus the
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period to the first day of the succeeding quarter of the
fiscal year after the date of acceptance bv GSA of the formal
report of excess. Any expenses incurred by the activity
after that time are reimbursed by GSA. It is noted that
excess property is not ''transferred'" to GSA; it is '"'reported"
to that agency for disposal action; the responsibilities
cited above remain with the Navy.

Real property, once reported as excess property,
must not be cannibalized or altered by the removal of fix-
tures, equipment or related personal property.

When disposal action has been completed, the
activity copy of the property record should be forwarded by
transmittal form NAVCOMPT 260 in accordance with the provi-
sions of NAVFAC P-78 [CECOS, 1979].

5. Base Closures

Occasionally an entire military base must be closed
as the result of shore facilities realignments, organizational
changes or program terminations. The closure and disposal
processes are quite lengthy and create a significant economic
impact upon the local community. The President's Economic
Adjustment Committee has been established to assure that
federal resources are available to help with the resulting
economic difficulties, The Defense Office of Economic Adjust-
ment (OEA) serves as full-time staff to the committee.

OEA representatives work closely with state, county
and local leaders in assessing a closure's impact and devel-

oping a strategy for economic recovery. Ideally, the recovery
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plan is a blueprint not only to lessen immediate adverse
impact, but also for long range growth through creation of

a balanced economic base. The committee and its staff speed
federal actions to assist converting base assets to civilian
pursuits. Interim leasing of closed installations to commun-
ities is authorized for uses outlined in the recovery plan.
This leasing allows communities to attract job-producing
commerce and industry quickly to existing and often attractive
facilities [Robinson, 1976}.

Activities involved in a base closure or reduction,
and especially the PWOs in close coordination with the Real
Estate Division of the EFD, must be involved in forming the
economic recovery plan as well as implementation of leasing
in support of the plan. This is especially true where a base
is not completely closed and the military must continue a

mission [Robinson, 1976].

B. REAL ESTATE USE AGREEMENTS
1. Ingrants
a. General

The acquisition process discussed in Section A,
above, provides complete land ownership to the Navy. There
are frequent instances where ownership is not desired or is
not feasible; in such cases, other processes are used to
acquire an interest in or right to use land. DOD policy is
to prohibit construction of permanent facilities on land which
is not held in fee or permanent easement. Specific policy

provisions are provided in NAVFAC P-73.
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b. Lease

Real property may be leased for a specific con-
sideration and for a specific period of time. Acquisition
by lease may be considered when: the location of the leased
property is vital to the performance of an activity's mission;
no suitable government-owned real property is available at
the location; the cost of altering, renovating, rehabilitating
and repairing available government property is out of propor-
tion to the cost of acquiring leased property.

In urban centers, leasing of general purpose
space must be effected solely by GSA and at rental rates
based on standard level user charges. Leasing of special
purpose space for wholly or predominantly single purpose use
is accomplished by the Navy. Elsewhere, the Navy leases
whatever type of property is needed. Whenever possible,
competetive procedures are used to obtain real property for
Navy leasing.

A lease authorizes exclusive use for a firm
period. It may be terminated by the government on 30 to 90
days written notice. The usual period for giving notice of
termination is 30 days; however, a longer period can be
authorized if justified.

In recent years Congress has taken an increased
interest in leasing programs. Leases with a value in excess
of $50,000 require approval of the Armed Services Committees
of Congress. Congress has aléo placed limits on some specific

lease actions, such as rental of trailers for office space,
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in order to prohibit long-term leasing costs which exceed
the cost of acquisition of permanent facilities.
c. Lease Construction

This form of acquisition of interest in real
property may be used to meet a requirement for new facilities
for an expected short time period. One example of this pro-
cess was the expected 2-3 year homeporting of Navy ships in
the Mediterranean area. Many of the facility needs in the
selected locations were met by leasing existing buildings;
however, many other facilities such as piers, commissaries,
exchanges, housing, and schools were not available.

Turnkey construction procedures are used under
the lease construction concept. The Navy request for pro-
posal describes what is needed, lists lease terms, specifies
materials and design parameters. The contractors bidding on
the job must then lease the property and construct the desired
facilities.

d. Permit/License [CECO0S, 1979]

A permit or license grants temporary privileges
to the government. They are not assignable, and do not grant
any estate in the real property. They are revocable at will
by either party.

Permits or licenses are used to obtain rights-of-
entry for various purposes; rights-of-way where statutes
prohibit granting easements; pole éttachments; obstruction
lights or markers; sewer connections; railroad and highway

crossings; and for other short term or temporary uses.

163




e. Easement

An easement grants a right to use property for
specific purposes. It implies an interest in that property
and restricts the owners of the property. An easement is
not revocable; however, it may be terminated for non-use or
abandonment [CECOS, 1979].

One common use of easements is to protect commun-
ication facilities against electro-magnetic interference by
acquiring easements which restrict building height, industrial
activity and radio broadcasting within certain areas.

f. Public Lands or Domain

Upon application, public lands that are managed
by the Department of the Interior may be reserved, restricted
or withdrawn for Navy use. Congressional approval is neces-
sary when an activity requests withdrawal of more than 500
acres or when that activity already has title for more than
5,000 acres withdrawn from the public domain since 1958
[CECOS, 1979].

2. Qutgrants
a. General [CECOS, 1979]

When real property is temporarily excess to the
needs of the Navy, consideration should be given to outgrant-
ing or outleasing the property. A very tangible benefit to
the activity is that it reduces the outlay of O&M,N funds for
maintenance of the outgranted property. Outgranting is en-
couraged provided that: it does not diminish the effectiveness

of the activity; it will not render the property unsuitable
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for planned future military use. It will not interfere with
use of adjacent real property; and it will not permit use
that may be a hazard to the property being outgranted.

The use of government property by others should
not be permitted prior to the execution of an appropriate
real property agreement. Detailed instructions and proced-
ures for issuance of all forms of outgrants are contained in
NAVFAC P-73.

b. Outleasing

Non-excess real property may be outleased for
private use for a term usually limited to five years. Out-
leasing should be on a competitive basis whenever possible.
The rental fee should equal fair rental value of the lease
and should be established by the EFD staff or contract
appraisal.

The terms of the outlease must provide for the

expeditious recapture of the property by the government in
time of national emergency. Leases are usually of three
general types: general purpose, agricultural, and grazing.
The CO of an activity has no authority to outlease prcperty,
but rather this responsibility is vested with NAVFAC EFDs
[CECOS, 1979]. However, the activity is responsible for
dealing with the leasee at the local level, and must coor-
dinate security, maintenance and land management matters with
the leasee. General purpose leases are executed on NAVFAC

Form 11011/24, a copy of which is provided as Appendix C.
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Agricultural or grazing leases normally contain
soil and water conservation plans with which the leasee must
comply. This type of lease is executed on NAVFAC Form
11011/22, which is provided as Appendix D, along with the
General Provisions which accompany the lease form.

Particular attention should be paid to general
purpose leases for industrial activities, if the use of Navy
property or facilities gives the leasee a competitive advan-
tage in the market place.

c. Licenses [CECOS, 1979]

A license may be issued for use of Navy controlled
property by private parties, corporations, state or local
governments, or other federal agencies when: it will not
interfere with Navy use; it is in the public interest; and
revocation can be readily effected without working undue
hardship on the licensee or embarrassing the Navy.

Commanding Officers or Officers in Charge of
Naval and Marine Corbs activities are authorized, in general,
to issue licenses for use of real property under their com-
mand, provided that: the period of the license does not
exceed one year from the effective date of the original 1i-
cense; it does not involve a payment of cash, other than for
government furnished utilities and services; the CO/0IC of
the activity concurs; the license prohibits new construction
or the installation of non-severable improvements; the license
does not permit exclusive use of space by a federal agency

for a period in excess of one year; the license does not
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permit any rights of use for a period longer than five years.
The terms "'license' and "permit' are used interchangeably.
However, the term 'permit" usually refers to a revocable
right for the Navy to use property of others, while the term
"license" refers to the revocable right of others to use
property under the control of the Navy.

Licenses are usually executed on NAVFAC form
11011/29 for license of non-federal use of real property,
and NAVFAC form 11011/30 for license of use of real property
by other federal agencies. A copy of NAVFAC form 11011/29
is provided as Appendix E.

Any request for a license may be referred to the
EFD by the activity CO; EFDs have general authority to issue
licenses.

d. Use Agreement

A use agreement is an authorization granted to
another federal agency (not only DOD) to use Navy real prop-
erty when the tenant's long-term requirement for exclusive
use of Navy land requires a substantial expenditure of its
funds (often Congressionally approved) and when the agreement
cannot be terminated easily,

e. Host-Tenant Real Estate Agreement [CECOS, 1979]

A host-tenant real estate agreement is the form
of use agreement granted when another military department or
DOD activity is to be granted exclusive use of Navy real

property.
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f. Easement [CECOS, 1979]

(1) Policy. The granting of an easement re-
stricts the government's rights of use in the real property,
and may adversely affect either its future use for government
purposes or its disposal if the property becomes excess to
government requirements. Consequently, the Navy policy is
to restrict the granting of easements on real property to
cases of necessity. To grant an easement, the following
conditions must exist: the government real property is the
only property which can be used for the purpose and easement
is the most appropriate form of real estate interest for the
purpose; the easement will not materially interfere with the
government's present or future use of the property; and a
cash consideration is paid equal to the fair value of the
easement, except that no consideration or a lesser consider-
ation may be charged where the easement is granted for pur-
poses which will benefit the government.

Navy regulations require that no easement
be granted for a period exceeding 50 years unless circum-
stances warrant a longer period or in perpetuity. As rights-
of-way for roads and streets normally contemplate indefinite
use, perpetual easements are usually granted for such purposes.

(2) Authority. Commanders/Commanding Officers
of the EFDs are responsible for processing a multiple ad-
dressee letter to NAVFAC and to the echelon of command, in-
cluding CNO or CMC, t6 obtain approval for the granting of

any easement. After all approvals are obtained, the EFD

executes the grant of easement.
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g. Special Uses [CECOS, 1979]

(1) Introduction. Many special uses of Navy

real property do not come within the scope of authority dele-
gated to NAVFAC with respect to leases, licenses and easements.
Certain of these special uses warrant special treatment, and
SECNAV has established special policies and procedures for
éuthorizing these uses.

(2) Civil Use of Navy Aviation Facilities. The

authority of COs of active Navy or Marine Corps aviation
facilities to approve or disapprove the issuance of aviation
facility licenses for the use of civil aircraft is detailed
in SECNAVINST 3770.1 and NAVFACINST 11011.48. Approval of
all requests for which specific authority is not granted to
COs or other designees, is reserved to the CNO.

In those cases where CNO approval is not
required, the activity CO obtains any necessary concurrences,
and forwards the approved and partially executed license and
other necessary documents to the cognizant EFD for execution
and distribution.

In those cases where CNO approval is required,
the activity CU should transmit the partially executed license
to CNO via the cognizant commands in accordance with SECNAVINST
3770.1. Following approval by CNO, the license will be exe-
cuted and distributed by NAVFAC.

(3) Utility Pole Agreement. A utility pole

agreement is a revocable agreement which authorizes use of

government land for erection of utility poles or structures.
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The use of government property under a utility pole agreement
is authorized when: the use will benefit the government or be
in the public interest; the use will not interfere with the
Navy's use of the property; the use will not represent a
hazard to the property; the government land is the only land
that can be used for the purpose; and the use can be termi-
nated at any time.

An activity receiving a request for a
utility pole agreement should review the application to
determine that the proposed use will not impair the activity's
ability to respond to its mission, or impair the government's
ability to exercise its right of revocation on policy grounds.

When the agreement is approved on the above
grounds, the head of the activity forwards the request, in-
cluding the local endorsement and comments, to the EFD for
execution. Terms and conditions of the agreement are detailed
in NAVFAC P-73.

(4) Public Telephone Facilities Agreement. A

public telephone facilities agreement is similar to a utility
pole agreement in that it is a revocable agreement. It
authorizes a telephone company to use government property to
provide public pay station telephone service. The policies
and procedures are the same as for the utility pole agreement.

(51 Railroad Spur Track Agreement. A railroad

spur track agreement obligates the railroad to provide speci-
fied services between a point on its line and certain points

within the Navy activity. The agreement grants the railroad
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the right of access to the facility and rights of use on
government owned trackage incidental to performance of its
obligation. This type of agreement differs from the previ-
ously defined agreements in that it provides a service to
the Navy activity.

The execution of a railroad agreement by
the cognizant EFD is subject to approval of the CO of the
activity, the operational chain of command, the Naval Supply
Systems Command, and the Military Traffic Management and
Terminal Service.

3. Support Agreements [CECOS, 1979]

a. Host-Tenant Relationship

(1) Navy or Marine Corps Activities. Frequently,

units or activities under the jurisdiction of other Navy
commands, the Marine Corps, or other DOD components occupy
facilities at Navy shore activities. Where a host-tenant
relationship exists between Navy activities, or Navy and
Marine Corps activities, no host-tenant real estate agreement
or license is prepared; however, an Intraservice Support
Agreement is used to reflect the responsibilities of each
unit or activity.

(2) oOther DOD Components. A host-tenant real

estate agreement, identifying in detail the specific facil-
ities that the host provides for the use of the tenant, is
used when a Navy activity provides use of facilities to a
unit of another DOD department. A host-fenant real estate

agreement may also be used when another department provides
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exclusive use of facilities to a Navy unit or activity.
An Interservice Support Agreement is used to describe the
logistical and administrative functions, including funding
responsibility, to be performed by both parties and is
entered into in addition to the host-tenant real estate
agreement.

b. Responsibilities

(1) Host-Tenant Agreements. Host-tenant agree-

ments are prepared by the cognizant EFDs to reflect thé
desires of the activity COs. The agreements must conform
to the provisions of NAVFACINST 11011.51 and SECNAV policy.
Prior to execution of the agreements, the
EFD must obtain approval of the activity CO, the Major Claim-
ant, and CNO or CMC, as appropriate.
A sample host-tenant real estate agreement
is attached as Appendix F.

(2) Support Agreements. The EFD's function in

regard to preparation of support agreements is advisory,
except in the case of Armed Forces Reserve Centers. In the
latter case, the agreement is prepared in consultation with
the commanders concerned and executed by the EFD. 1In all
other cases, the activities involved prepare the support
agreements.
c. Interservice Support Agreements

Interservice Support Agreements are prepared on

DD form 1144 and specifically define the parties responsible

for the logistical and administrative functions, and the
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funding to be provided. A checklist of the services to be
considered by the respective parties for negotiation and
inclusion in an agreement is appended to NAVFACINST 11011.51.
The Interservice Support Agreements must conform to Defense
Retail Interservice Support (DRIS) Manual, DOD 4000.L9.
d. Intraservice Support Agreements

Intraservice Support Agreements may also be
prepared on DD form 1144. They are similar in content and
structure to an Interservice Support Agreement. However,
unlike the Interservice Suppbrt Agreement, the Intraservice
Support Agreement is not subject to the DRIS Manual. A
sample Intraservice Support Agreement is attached as Appendix
G to this chapter.

e. Host Activity Responsibility

The host activity must provide timely and effec-
tive response to requests of the tenant activity for the
services provided for in the support agreement. The PWD has
a particularly vital role in the support of tenant activities;
PWD supervisors should be familiar with their responsibilities
and limitations in matters pertaining to maintenance of build-
ings and grounds, utilities, transportation and telephone
service. The PWD budget should specify the services to be
provided and funded by the host, and the services to be pro-
vided by the host but funded by the tenant on a reimbursible

basis.
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A

C. REAL ESTATE MANAGEMENT

1. Real Property Inventory {CECOS, 1979]

a. Background
The real property inventory (RPI) is maintained
in accordance with Title 10, US Code 2701, as an official
record of both financial and physical data on Navy facili-
ties, and as a current inventory of all Class 1 (land) and
Class 2 (buildings) property owned or controlled by the Navy.
However, in addition to financial and physical data, informa-
tion on use, user and condition of assets is required by the
shore facilities planning system to assist in establishing
requirements for the Military Construction Program. Budget-
ing for necessary real property maintenance and repair pro-
grams also requires current financial, physical, use, user
and condition data on real property facilities; this data is
provided by the Navy Facility Assets (NFA) data base. RPI
and NFA are terms used interchangeably.
b. Property Records
The fiscal offices of Authorized Accounting
Activities (AAA) maintain financial records of Class 1 and
Class 2 real property. In addition, an automated data pro-

cessed central inventory record is maintained at the Navy

Facilities Systems Office (FACSQ) in Port Hueneme, CA.
Changes to this file, which constitutes ths Navy Facility
Assets Data Bank (NFADB) may be made by the activity directly
to the EFD, as changes to real property occur. Quarterly

submissions via the AAA are no longer required.
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Copies of the property records are provided to
the activity; an example of the record for a Public Works
shop building is shown as Figure III-1. If revisions to the
property record are necessary, they may be made by marking-up
the record copy and forwarding it to the EFD.

Summary real property inventory documents are
provided as NAVFAC P-164, the Detailed Inventory of Naval
Shore Facilities. This document provides a line item listing
for each real property record, summarizes real property assets
by category code, and shows total cost of land and improve-
ments. Excerpts from a sample P-164 are provided as Appendix
H.

c. Responsibilities

Maintaining the integrity and value of the RPI
requires the participants in the data collection process to
effectively carry out their roles. The EFDs must promptly
report the acquisition of new property by purchase, construc-
tion under MCON appropriation, or other acquisition methods.
The activity must report property acquired or altered under
job orders using in-house labor or local contractors. The
EFDs have similar responsibility for reporting outgrants and
disposal actions. Detailed instructions concerning the forms
and procedures to be used in reporting changes that affect the
RPI, or NFA, are contained in NAVFAC P-78, Navy Facility Assets

Data Base Manual.
d. Category Codes
(1) General. The Navy RPI is based on the cate-
gory code structure. The publication which establishes the

175




[N TLAS S 2 PR OPCRT Y R CORD
(0ra) UlZ.. 1022118 (ON1) PR NUescoanea2=02460
MAVE S STNL PORTFRIY CA {00%1 FACILITY NO..228

(10A) SPEC AREA....

LYIC A T2 GENERAL I NFORMAT (DN
(1011 UMY, uS UL Y STATES *{ONT1 ACTIOMeoceceess CORRECTION
- (102) STVfF . .ae"h caLIfnrnia (008) FAM MOUS ING..o NO
CI0Y) Cotrilfy, . 7Sy wregfrafy (007) €F CATEacecesasOl MY 73
(1C4) CLTY.....2290 WOl Ry (311) PR REVIE4 CATE.
£109) Yieeeasanall (010) FACILITY Nam(,.
(LU7) waP G0 PJELIC wORKS SHOPS
ACOULl SETIEnNN MEASUREM®ENTS
(20011 ESTAT  caasecensll “2DN 1301) LENCTH.. .. 160 FT
1202) AZ) CINTIAT T, .."'OY2FINN (302) MICTHecsoeo “0 FTY
1209) ACO DAT seease.tl AR 52 (3N3) HELIHT ... 19 FT
*E206) ST 27 Teeaeee 199,486 [B1.1%] 6, 400 SF
(2071 LANYD 2Z9ccecces UL 130%) STCRIES... ol
(307) [RREGULAN. N3
CINSTrRUCTION
(A0L) YOAT UL Tecaeacnael 7952 16404) ABPP COCEeccace
1402) CONSTIUZTION TYPE .. SEMI-PERM 1409) PRCIECT NOeoooo
1401) VLAY (YPADOVFD.ceeae 16419) HISTORIC IND.eoo
. STATUS/Z/7UTLI LI ZATITION
1902) CATEGIAY 270€...21710 {501) USE..PUBLIC WCIRS SHOP
(S10) USCY Ul eeeaeeeaN62271.00...NAVPSSCAL PONTEREY CA
AREA/SFe OTHER/ AT/ OEF CJIOES
ADEQI519) ce0es8,:400.00 (516) s1n 1(324)
SBST(518) (s19) (5201 (329%)
feapt 5219 (8221 (523) 1326)
TOTAL 6,400, 00 r
MIui20 CFN.N624T4 »C.NOONS2 SACTIVITY .N622T1L PR,2-0240484

CLASS 2 REAL PROPERTY RECORD

Figure III-1
176




category codes, nomenclature and standardized units of
measure for identifving, classifying and quantifyving Navy
assets is the NAVFAC P-72, Category Codes for Navy Facility
Assets. The category code structure is used in connection
with shore activity programs to ensure uniformity in the
areas of budgeting, planning and programming, real property
management, design, construction, maintenance and recordkeep-
ing. Such uniformity is essential to the interchange of data
between the various programs. Further, judgements and author-
izations by higher levels of review in the Navy, DOD and
Congress are based on evaluation of total assets and require-
ments in the various categories, as listed in the RPI.

(2) DOD Basic Categories

Land assigned to any of the services is

considered Military Real Property, Class 1. All other real
property items constructed on or in the land (buildings,
structures, and utilities) are considered to be Military
Real Property, Class 2. Classes 1 and 2 are categorized
within the structure of the three-digit DOD basic category
codes. One series of codes--the 900 series--applies only to
Class 1 property. The codes'included in the series indicate
the estate of the land (the nature, degree and type of the
government's interest in the land and the method in which
that interest was acquired). Eight other series of codes--
the 100 through 800 series--apply to Class 2 property. Un-
like the 900 series, these éight series indicate the use made

of the Class 2 property. The nine DOD facility classes are:
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100 Operational and Training Facilities

200 Maintenance and Production Facilities

300 Research, Development and Test Facilities
400 Supply Facilities

500 Hospital and Medical Facilities

600 Administrative Facilities

700 Housing and Community Facilities

800 Utilities and Ground Structures

500 Land or Real Estate.

The facility classes are further subdivided
into two or more category groups which are frequently sub-
divided into basic categories. Thus, a three-digit code
describes the facility class, the category group within the
class, and the basic category of use within the category
grouping.

(3) Navy Category Codes. The Navy codes are a

composite of the three-digit DOD codes and two additional
digits which provide more definitive and effective categor-
ization of real property. NAVFAC P-72 contains the complete
catalogue of Navy coges, and detailed guidance on classifica-
tion and reporting procedures. Following is an illustration
of the development of Navy codes for a Public Works Shop and

a potable water distribution line:
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219-10 Public Works Shop

[§%)

Facility class (maintenance and production)

] Category group (maintenance facilities)
9 Basic category (PW repair and operations)
-10 Public Works shop
842-10 Water Distribution Line, Potable
8q Facility class (utilities and ground struct.)
4 Category group (water)
2 Basic category (water distribution, potable)
-10 Water distribution line, potable

A sample page from NAVFAC P-72 showing the category codes is
shown as Figure III-2.

2. Historic Structures [Markon, 1975]

Executive Order 11593 of 13 May 1971 required all
federal agencies to inventory their land holdings for historic
structures, and to nominate to the National Register of His-
toric Places those that qualify under standards set by the
National Park Service. This already has been done throughout
the Navy.

The'Navy is responsible for preserving and maintaining
property under its jurisdiction that is included in the
National Register, and consequently may not undertake work
which would adversely affect such property without first sub-
mitting modification proposals to the National Advisory Council

on Historic Preservation.
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“Hheve do you want Peun Ntation?”

(New Yorker, 1975)

3. Encroachment [Stewart, 1976]

a. Problem

Sites for most Naval activities were selecte&
years ago in locations remote from residential areas; but
urban sprawl has reached the point where potential civilian
encroachment is a threat to some Navy property. Growth of
communities near an installation often interferes with the
activity's basic mission or its future potential. Curtailing
or halting of operations at some air stations, ammunition
storage facilities, and communications stations because of
off-base residential or commercial development are examples

of encroachment problems which have progressed beyond the
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stage of effective control. New highway construction, in-
dustrial expansion, commercial airport operation, and recre-
ational facilities are all potential encroachers. These and
similar developments act as magnets which attract people into
formerly unpopulated areas.

Military activities and private neighborhoods
often coexist harmoniously; however, the Navy mission may
create uncomfortable or unsafe conditions outside the base
boundary. In such cases, it is important to bar use of such
land for all but compatible development. Examples of mission-
related hazards include aircraft accident potential, high
noise levels, explosive quality-distance hazards, and electro-
magnetic interference. Also, new off-base construction may
limit operations, as when buildings penetrate aircraft glide
paths and structures interfere with communications. Encroach-
ment may be such that the military mission endangers nearby
property or urban build-up restricts military operations. In
either case, encroachment may curtail operations or, more
drastically, force base closure.

b. Policy

Early recognition of potential encroachment and
assessment of the impact on use of Navy real property is vital
to protecting and maintaining the usefulness of Navy installa-
tions. OPNAVINSI 11011.12 defines the purpose of the program
as achievement of compatibility between installations and
civil communities. Basically, the objectives are: to ensure

Navy investments in real property are protected, and
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"Now, that's encroachment!"

{Preston, 1978)

operational capabilities of installations are maintained; to
reduce aircraft noise at and near air installations (AICUZ
program); to safe