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Fiscal Year Spreading of MILCON Costs

BACKGROUND

There is currently a need for a standardized methodology for spreading SDIO cost estimates
by fiscal year. This study was initiated in October 1992 as part of a group of studies to improve
methods for time-phasing SDIO Global Protection Against Limited Strike (GPALS) System
Element cost estimates. More specifically, this effort was ventured to capture the Military
Construction (MILCON) process for incorporation into a fiscal year spreading methodology.

PURPOSE

This report documents the results of an analysis conducted to develop a standardized
method for spreading MILCON cost estimates by fiscal year across the defense system acquisition
cycle. The results of this analysis are intended to serve as a basis for spreading estimated
MILCON costs by fiscal year for SDIO GPALS System Element cost estimates.

APPROACH

The initial step in this analysis was to review regulations and directives associated with the
MILCON process. U.S. Army and U.S. Air Force regulations, as well as SDIO directives were
included as part of this review. Next, a review of U.S. Army and U.S. Air Force studies
pertaining to the activities involved in the MILCON process was conducted. From this analysis,
MILCON fiscal year spreading rules were developed. The results of the MILCON process
analysis are documented in this report.

SCOPE

The MILCON process is the method for obtaining new facilities and major renovation
projects for the military services and other DoD agencies.! MILCON appropriations are sources of

1 An Investigation of the Application of the Design/Build Method to Military Construction Program
Projects, p.13, Thesis, Capt. Buckingham, AFIT (AU), 29 December 1989.
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funds for the acquisition of new facilities and major additions or alterations to existing facilities,
and include the purchase of land.2

In the U.S. Ammy, Military Construction, Army (MCA) program funds are used for facility
construction costing over $200,000. Minor Military Construction, Army (MMCA) funding is
available for construction projects costing less than $1,000,000 but more than $200,000.
However, Congressional notification is required for MMCA projects which cost greater than
$500,000. Operations and Maintenance, Army (OMA) funds are normally used for construction
projects which cost less than $200,000.3

In the U.S. Air Force, MILCON funding is used for facility construction costing more than
$1,000,000. Minor Construction funding is available for projects which cost at least $200,000 but
less than $1,000,000. Construction projects costing less than $200,000 are generally Operations
& Maintenance funded.4

The two primary funding sources for facility construction projects for SDIO are generally
categorized as MILCON, and Research, Development, Test and Evaluation (RDT&E). Military
Construction appropriations are the primary source of funding for facility acquisitions with
construction costs over $300,000. RDT&E is a secondary source of SDIO real property facility
construction. However, RDT&E projects: "..[1] must be used to support a unique research
effort, [2] cannot have general utility, or [3] may be consumed during test. Congressional
notification is required before any RDT&E funds are authorized for facility construction over
$300,000. RDT&E projects below $300,000 are reported to Congress as a regular submittal of
the RD-4 report".5

SDIO facility construction projects which do not meet MILCON funding thresholds and are
not classified as RDT&E projects may be Operations and Support (O&S) funded. By law, facility
construction projects cannot be parsed into smaller projects in order to circumvent the rules which
apply to a particular source of funding.

2Annual Request for SDI MILCON and RDT&E Real Property Facility Projects Documentation
Memorandum, Col. Toole, SDIO, 31 January 1992.

3U.S. Amy Regulation 415-15, 1 January 1984,
4y.S. Air Force, SAFFMB, 1990.

5Annual Request for SDI MILCON and RDT&E Real Property Facility Projects Documentation
Memorandum, Col. Toole, SDIO, 31 January 1992.




For purposes of this report, only the primary process for facilities acquisition is analyzed,
that which uses the MILCON appropriation for construction costs (normally over $300,000 for
SDIO). Facility acquisition costs which are not included in MILCON appropriations for activities
such as requirements definition, siting analysis, environmental analysis, community impact plans,
etc., are not included as part of this analysis.

ANALYSIS

The MILCON process is illustrated in Figure 1 along with cost allocations for Military
Construction by fiscal year. Recommended fiscal year spreading factors for MILCON costs are
included in Table 1. Cost allocations should be made beginning with the initial design year which
occurs three years prior to the year of construction completion (C-3) through the year that
Congressional approval is obtained and MILCON funding is received (C-1). Costs associated
with requirements identification and programming submittals during year C-4 are considered
Research, Development, Test, and Evaluation (RDT&E) costs, not MILCON costs.

The MILCON process consists of three interrelated phases, the first of which is the
Programming Phase.6:7 The purpose of the Programming Phase is to perform analysis to
determine project feasibility and to establish the major project parameters including requirements
identification. A documented justification and a decision to proceed based upon criteria and
procedures laid out by law are necessary to transition to the next phase which is the Design
Phase.8

The Design Phase overlaps the Programming Phase because some preliminary design is
necessary to support the decision making process, provide better estimates of funding needs, and
refine project scope.? This phase consists of the time spent in the preparation of design and

6An Investigation of the Application of the Design/Build Method to Military Construction Program
Projects, p.13, Thesis, Capt. Buckingham, AFIT (AU), 29 December 1989.
7An Investigation Conceming Perceptions of Military Construction Program Effectiveness by the
A%F%CE.S, the MAJCOMS, and the Bases, p.8, Thesis, Capt. Dutcher, AFIT (AU), 26 November
1986.
8 An Investigation of the Application of the Design/Build Method to Military Construction Program
grojects, p-13, Thesis, Capt. Buckingham, AFIT (AU), 29 December 1989.

Ibid.




VIN

$ HOIS + ¢ AoueBupuo)

+ $§ UOJINASUOY JO %00}

¢ ubiseq 40 %05

$ ubiseq Jo %05

VIN

€0/44/30
$0-269121-9¢

uolonsuo eledwo)
0-0
os8Yd UORONIIBUCD
Jonsuo) piemy uopnedwo) -0
088Ld UOIONIIsSU0D
ejejdwon ubiseq %00 1/Me1Aey feuoissesbuon cMM_oME“\vw e 2
. 0
eseyd ubjseq
ubiseq uibeg sefAoy ubiseq-eid &9
esuyd ubiseq/Bupuuiestold
mm__m_z_h_eum%% d uoljesyuep] sjuewalinbey o
oseyd Bujwweiboid
AATRV/eSEUd JeoA
uopejdwon

SUONIeo0||Y 1S0))/seseyd

NODTIN




"JOqUINU B10UYM (90UBSU O) PEPUNGS LEeq SABY seluusased UOKEOORE 1900 NOOTIN 104 SucREBINAWOD ()
$ UOONASUOD JO %S9 ™ SOSIAD

:seppuelupuo) »

$ UORONASUOY JO %S = Lopedwo) ubiseq %001 «
$ UORONASUOD J0 %SG = %SE O ubpseq «
g&ﬁsilgggoﬂagggsgiggiﬁ

*(HOIS) peeienQ ¥ ‘uogoedeu ‘uoisiiedng pus
‘sepuebupuo ‘uoongsuoy ‘ubseq Joj 51500 PeuIqUICO 10} Of pendde eq PIIOYS SUOREIONE 1900 NOITUN (2)

*POIdWO0 8] UORSNASUOO Aoe) S = 0-D (1)

tOJON
%<6 %V %V NOQOIIN
(0-0) S 1A (1-0) ¥ IA (2-0) €A (D) 2IA #0) LA ednog Bujpungy
uopejdwod spund HOIS spung uopejdwod spung uonsdyNUep]
uopoNIIsuc) ‘foueBupuo) uBiseq %001 %S¢ 0} ubjseq sjuewesnbey
‘uojjonnsuo)
9J9A) 1ed) S
Buipeaids Jea ) [eosid
zozonizi-or NOODIIN




ISSUES

« Although rules for spreading MILCON costs for major programs are offered in this analysis,
the development of fiscal year spreading rules for Minor Military Construction, RDT&E and
0&S funds may also be desirable.

« Additional research should be conducted to insure that no costs related to Requirements
Identification and Programming Submittals during the initial year of the Programming Phase
are MILCON funded.

o The factors provided in Figure 1 for design, contingency, and SIOH costs were obtained
directly from an SDIO guidance document which offered no statistical verification .16 Follow-
up analysis should be conducted to determine whether these factors are statistically sound.

s  MILCON design costs have been allocated evenly between the two years in which design is to
occur, per SDIO guidance.!7 Research of historical MILCON design profiles may be useful to
make a better determination of the appropriate percentage of total costs to apply between the
two years in which design occurs.

CONCLUSIONS

The MILCON fiscal year spreading rules developed in this analysis are based on sufficient
data to be applied to major SDIO MILCON project cost estimates. These rules are based on SDIO
guidance and therefore apply specifically to SDIO projects. They may require some adjustments if
applied to non-SDIO related MILCON projects. The institution of this MILCON fiscal year
spreading methodology across SDIO GPALS System Element cost estimates can improve the
credibility of the manner in which costs are allocated by fiscal year. The results of this study
should be refined as additional information becomes available.

16 Annual Request for SDI MILCON and RDT&E Real Property Facility Projects Documentation
Memorandum, Col. Toole, SDIO, 31 January 1992.
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