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DEFENSE FACILITY CONDITION

Revised Guidance Needed to Improve Oversight of
Assessments and Ratings

What GAO Found

The military services have reported differing levels of progress in meeting
Department of Defense (DOD) facility policy requirements, including
implementing a standardized process for assessing facility conditions and
recording condition ratings based on this process. The services are to implement
the standardized process in part by assessing the condition of buildings,
pavement, and rail using the same set of software tools. The Navy, Air Force,
and Marine Corps have incorporated the standardized process into their
procedures for assessing facility conditions across their installations, while the
Army has piloted the standardized process at a limited number of installations.
However, DOD cannot fully monitor the services’ implementation progress due to
a lack of clarity in its guidance. For example, DOD guidance directs the services
to assign a specific code in the department’s Real Property Assets Database to
each facility with a condition rating based on the standardized process, but a
separate database dictionary shows that this same code is to be used for a
different purpose. As a result, DOD lacks assurance that facilities assigned this
code have been assessed and rated based on the standardized process. Without
revised guidance, DOD will be unable to fully monitor progress made in
standardizing facility condition assessments and ratings.

According to DOD, for fiscal years 2009 through 2014 the services annually
spent about $40 billion of the estimated $51 billion (80 percent) needed to meet
estimated facilities sustainment requirements; spent about $3 billion on facilities
restoration and modernization; and reported about $100 billion in deferred
maintenance and repairs. DOD has established a goal for the services to submit
annual budget requests for at least 90 percent of the funds needed to meet
estimated facilities sustainment requirements. However, the services’ operation
and maintenance budget requests did not meet that goal in fiscal years 2014
through 2016. DOD officials stated that the services were granted permission in
the past few years to submit budget requests that did not meet the 90 percent
budgeting goal in order to fund other priorities, but that continuing not to meet the
goal increases the risk of facility deterioration in the future.

Public works personnel at the eight installations GAO visited stated that they
prioritize maintenance and repairs for facilities that most directly relate to their
installations’ missions, but also gave examples of facility conditions that are
negatively affecting the ability of some installations to efficiently conduct
operations. For example, officials at one installation showed GAO a shooting
range that was closed due to its exhaust system not working properly, resulting in
additional costs to transport personnel to another location for training. Focus
group participants and public works personnel at these eight installations also
reported that facility conditions affect the quality of life, or overall satisfaction, of
installation personnel. Participants reported experiencing problems with facilities’
heating and cooling systems, leaking roofs and windows, and mold and mildew.

This is a public version of a sensitive report GAO issued previously. It excludes
sensitive information on the relationship between recorded facility condition
ratings and reported installation readiness levels.
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1 U.S. GOVERNMENT ACCOUNTABILITY OFFICE

441 G St. N.W.
Washington, DC 20548

June 23, 2016
Congressional Committees

In March 2015, the Acting Assistant Secretary of Defense for Energy,
Installations, and Environment testified that the Department of Defense
(DOD) was accepting significant risk in its fiscal year 2016 budget request
for funding to sustain and recapitalize its facilities.” DOD manages nearly
562,000 facilities with a combined plant replacement value? that the
department estimates at about $880 billion, and these facilities are to be
sustained and recapitalized, as necessary, to ensure that they are in the
right condition to support the department’s missions. Sustainment
comprises the maintenance and repair activities necessary to keep an
inventory of facilities in good working order,® while recapitalization
provides for improving facilities through restoration, modernization, and
replacement of existing facilities with new ones. Restoration includes
repair or replacement of facilities damaged by inadequate sustainment,
excessive age, natural disaster, fire, accidents, or other causes.
Modernization is the alteration or replacement of facilities solely to
implement new or higher standards, to accommodate new functions, or to
replace building components that typically last more than 50 years.

According to the March 2015 testimony of the Acting Assistant Secretary
of Defense for Energy, Installations, and Environment, 24 percent of the

1Hearing on Alignment of Infrastructure Investment and Risk and Defense Strategic
Requirements Before the Subcommittee on Readiness of the House Committee on Armed
Services, 114" Congress, Appendix 1 (2015) (Statement of Mr. John Conger, Performing
the Duties of Assistant Secretary of Defense (Energy, Installations, and Environment)).

2Plant replacement value is used as a common measure of facility and inventory size, as
well as a basis for generating facility condition ratings and estimating recapitalization
requirements. Factors that determine a facility’s plant replacement value include the
facility’s size; the average cost for constructing a similar, average-sized facility to current
standards; costs for labor, equipment, materials, and currency exchange rates overseas;
costs for project planning and design, historical architecture and materials, and overhead;
and inflation adjustments.

3Sustainment includes regularly scheduled adjustments and inspections, preventive
maintenance tasks, and emergency response and service calls for minor repairs. It also
includes major repairs or replacement of facility components that are expected to occur
periodically throughout the life cycle of facilities. This work includes regular roof
replacement, refinishing of wall surfaces, repairing and replacement of heating and
cooling systems, replacing tile and carpeting, and similar types of work.
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department’s facility inventory was in poor condition, and another 6.5
percent was in failing condition. DOD has attributed these facility
conditions to budget constraints that have limited its investment in
facilities sustainment and recapitalization. Since 2003 we have issued
several reports on DOD’s funding for facilities sustainment and
recapitalization.* For example, in March 2009 we reported that DOD had
not met its goals for funding facilities sustainment and that the services
had redirected funds from facilities sustainment to other purposes, thus
risking facilities’ deterioration and, potentially, their mission capability.®
We recommended that DOD summarize and report to Congress the
amount of budgeted sustainment funds spent on other purposes, and the
department partially concurred. We later concluded that DOD
implemented the intent of our recommendation through its actions to
monitor the amount of budgeted sustainment funds spent on other
purposes and its commitment to provide that information to Congress, if
requested.

More recently, the Office of the Secretary of Defense (OSD) issued two
memorandums—one in September 2013 and another in April 2014—that
established policy requirements for facility assessments, conditions, and
funding. The 2013 memorandum required the military services to
standardize the process for assessing the condition of their facilities and
to record a facility condition rating based on that process for each of their
facilities by the end of fiscal year 2017.6 The 2014 memorandum called
for each service to achieve a minimum standard for its facilities’ condition
beginning in fiscal year 2016, to develop annual mitigation plans to
address failing facilities, and to submit annual budget requests for
facilities sustainment at 90 percent or higher of estimated requirements.’

“For the list of these reports, see the Related GAO Products section at the end of this
report.

SGAO, Defense Infrastructure: DOD Needs to Periodically Review Support Standards and
Costs at Joint Bases and Better Inform Congress of Facility Sustainment Funding Uses,
GAO-09-336 (Washington, D.C.: Mar. 30, 2009).

5The September 2013 memorandum states that the services are to implement the
standardized process within 5 years of the date of the memorandum. OSD officials
explained that the intent of the memorandum was for implementation to occur by the end
of fiscal year 2017, which is stated in implementation guidance that accompanies the
memorandum. The Under Secretary of Defense for Acquisition, Technology, and Logistics
Memorandum, Standardizing Facility Condition Assessments (Sept. 10, 2013).

"The Under Secretary of Defense for Acquisition, Technology, and Logistics
Memorandum, Facility Sustainment and Recapitalization Policy (Apr. 29, 2014).
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The 2014 memorandum also stated that the condition of the department’s
facilities affects both mission effectiveness and quality of life.

House Report 114-102 accompanying a bill for the National Defense
Authorization Act for Fiscal Year 2016 included a provision for us to
review DOD’s facilities sustainment and recapitalization efforts, including
progress made in implementing the 2013 and 2014 memorandums. This
report: (1) evaluates the extent to which the services have made progress
in meeting policy requirements for facility assessments and conditions,
and the extent to which OSD is able to monitor progress; (2) identifies
how much the services have spent for facilities sustainment, restoration,
and modernization, and how much they have reported in deferred
maintenance and repairs since fiscal year 2009; and (3) describes
personnel’s perspectives on the effect of DOD facility conditions on
installation missions and quality of life.

To evaluate the extent to which the services have made progress in
meeting policy requirements for facility assessments and conditions, and
the extent to which OSD is able to monitor progress, we reviewed the
policy requirements in OSD’s 2013 and 2014 memorandums on facilities
sustainment and recapitalization; identified criteria in Standards for
Internal Control in the Federal Government for the use of appropriately
recorded information to achieve an entity’s objectives;® analyzed facility
data from DOD’s Real Property Assets Database; reviewed service
mitigation plans to address failing facilities; interviewed OSD and service
officials; and met with public works personnel at eight U.S. installations.®
We also assessed the reliability of the data we obtained on facility
condition ratings by reviewing relevant documentation, testing the data for

8See GAO, Standards for Internal Control in the Federal Government,
GAO/AIMD-00-21.3.1 (Washington, D.C.: Nov. 1999). These standards were in effect prior
to fiscal year 2016 and cover the time period when OSD’s 2013 memorandum was issued
and for the facilities data we analyzed. The standards were subsequently updated. The
updated standards went into effect on October 1, 2015. See GAO, Standards for Internal
Control in the Federal Government, GAO-14-704G (Washington, D.C.: Sept. 10, 2014).

SWe visited two installations per service—Aberdeen Proving Ground, Maryland, and Fort
Leavenworth, Kansas (Army); Naval Station Norfolk, Virginia, and Naval Air Station
Pensacola, Florida (Navy); Eglin Air Force Base, Florida, and Whiteman Air Force Base,
Missouri (Air Force); and Marine Corps Base Camp Lejeune, North Carolina, and Marine
Corps Air Station Cherry Point, North Carolina (Marine Corps). We selected a non-
probability sample of eight installations to visit; these installations are considered “large
sites” by DOD and also met other criteria. For more information, see appendix .
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obvious errors or anomalies, and interviewing knowledgeable officials.
We found the data to be sufficiently reliable for our purposes. To identify
how much the services have spent for facilities sustainment, restoration,
and modernization, and how much they have reported in deferred
maintenance and repair since fiscal year 2009 (the last time we reported
on DOD facilities sustainment funding levels), we analyzed operation and
maintenance budget documents from fiscal years 2009 through 2016;°
reviewed the services’ annual financial reports from fiscal years 2009
through 2014 (the most recent report available), to determine how much
deferred maintenance and repair was reported; interviewed OSD and
service officials; and met with public works personnel at the eight
installations. To describe personnel’s perspectives on the effect of facility
conditions on installation missions and quality of life, we interviewed
public works personnel, toured facilities, and held a total of 16 focus
groups with military and civilian personnel at the eight installations we
visited. While the information we collected from our focus groups and
from the installations we contacted provided context on the issues
discussed, it is not generalizable to the entire populations represented by
these groups and installations. We provide further details on our scope
and methodology, in appendix I.

We conducted this performance audit from May 2015 to June 2016 in
accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

This report is a public version of a prior sensitive report that we issued in
May 2016."" DOD deemed some of the information in the prior report as

9Sustainment is funded primarily with operation and maintenance appropriations, while
recapitalization—which includes restoration, modernization, and replacement—is funded
primarily with both operation and maintenance and military construction appropriations.
This report is focused on the operation and maintenance appropriations for sustainment,
restoration, and modernization, because the amount of funding specifically requested for
recapitalization is not readily identifiable within DOD’s military construction budget
materials.

"GAO, Defense Facility Condition: Revised Guidance Needed to Improve Oversight of
Assessments and Ratings, GAO-16-369SU (Washington, D.C.: May 13, 2016).
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FOR OFFICIAL USE ONLY, which must be protected from public
disclosure. Therefore, this report excludes sensitive information on
reported installation readiness levels, including our analysis of the
relationship between recorded facility condition ratings and these levels.
Although the information in this report is more limited in scope, the overall
objectives and methodology for both reports are the same.

Background

DOD has nearly 562,000 facilities in its inventory, which include:

« buildings—roofed and floored facilities enclosed by exterior walls and
consisting of one or more levels;

o structures—facilities other than buildings or linear structures, such as
towers, storage tanks, wharfs, and piers; and

« linear structures—facilities whose function requires that they traverse
land, such as runways, roads, rail lines, pipelines, fences, and electric
lines.

Buildings account for the largest portion of DOD’s facilities inventory—
nearly 50 percent of the number of facilities in the inventory, and 67
percent of the inventory’s plant replacement value. Table 1 shows the
number and plant replacement value of each military service’s facilities
inventory.

Table 1: Number of Facilities and Plant Replacement Value in DOD’s Inventory as of the End of Fiscal Year 2014

Dollars in billions

Buildings Structures Linear Structures Total

Number PRV Number PRV Number PRV  Number PRV
Army 138,545 $216.2 78,902 $35.9 55,363 $49.8 272,810 $301.8
Navy 61,109 136.7 34,788 50.3 15,474 36.3 111,371 2234
Air Force 50,766 174.3 46,743 35.3 30,371 66.2 127,880 275.9
Marine Corps 26,156 51.0 17,253 9.6 5,719 10.7 49,128 7.4
Washington Headquarters Service 194 6.8 427 2 165 A 786 7.0
Total 276,770 $585.1 178,113 $131.2 107,092 $163.1 561,975 $879.4

Legend: PRV = plant replacement value

Source: DOD’s Base Structure Report — Fiscal Year 2015 Baseline. | GAO-16-662

Note: Numbers may not total due to rounding. Washington Headquarters Service facilities are
included in the table, but we did not include them in the scope of this report due to the small number
and plant replacement value of their facilities.
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According to DOD guidance, each service is to maintain a current
inventory count and up-to-date information regarding, among other things,
the condition of each facility in its inventory.'? Condition ratings for service
facilities are recorded in DOD’s Real Property Assets Database, which is
the single authoritative source for all DOD real property inventory. Facility
condition ratings are expressed as a percentage (on a scale from 0 to
100) and are to be the ratio of the facility’s estimated deferred
maintenance and repair costs to the facility’s plant replacement value.
Higher deferred maintenance and repair costs will result in lower ratings,
while lower costs will result in higher ratings. Table 2 shows the four
categories of facility condition ratings.

. ___________________________________________________________________________________|]
Table 2: DOD’s Facility Condition Rating Categories

Condition Rating Condition Category
90 to 100 percent Good condition

80 to 89 percent Fair condition

60 to 79 percent Poor condition

0 to 59 percent Failing condition

Source: DOD. | GAO-16-662

Recognizing that the services were using different methodologies to
assess and rate the condition of their facilities, OSD issued a policy
memorandum in September 2013 that required the services to implement
a standardized process for assessing the condition of all facilities and all
facility components (for example, roofing, flooring, air conditioning
systems) by the end of fiscal year 2017. For example, the services are to
assess the condition of buildings, pavement, and rail using Sustainment
Management System software tools developed by the U.S. Army Corps of

2Department of Defense Instruction 4165.70, Real Property Management (Apr. 6, 2005).

3As a formula, a facility condition rating is the estimated deferred maintenance and repair
costs of a facility divided by the facility’s plant replacement value; the resulting fraction is
then subtracted from 1 and multiplied by 100 to express the rating as a percentage.
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Engineers.' For other types of facilities that cannot be assessed with
these software tools, the services are to determine existing physical
deficiencies and estimate the cost of maintenance and repairs using
established industry cost guides.’ The memorandum also directed the
services to record in DOD’s Real Property Assets Database a facility
condition rating based on the standardized process for each of their
facilities by the end of fiscal year 2017. The memorandum stated that this
standardized process for assessing facility condition will ensure that DOD
has the consistent and reliable data necessary for sound strategic
investment decisions in managing the department’s facilities inventory, to
include better targeting of funding to those facilities most in need of
investment.

OSD issued an additional memorandum in April 2014 that established the
following three policies for facility conditions and facilities sustainment
funding.'® First, each service is to achieve an inventory-wide facility
condition rating of at least 80 percent (fair condition) beginning in fiscal
year 2016. Second, the services are to annually develop mitigation plans
for addressing facilities with a condition rating below 60 percent (failing
condition). The plans are to provide a recommended action for
addressing the failing facility (for example, repair, replace, mothball, or
demolish); an estimated cost for the recommended action; and an
estimated fiscal year for funding the action. The 2014 OSD memorandum
did not require the services to fund the inventory-wide condition rating
goal or the plans for addressing failing facilities, citing budgetary
challenges facing the department. Third, the memorandum reiterated a
goal, which DOD officials stated was first established in fiscal year 2007,
that calls for the services to submit annual budget requests for facilities
sustainment at 90 percent or higher of the estimated requirements

"The software tools to be used for assessing the condition of buildings, pavement, and
rail are the BUILDER™, ROOFER™, PAVER™, and RAILER™ modules of the
Sustainment Management System, which is a suite of web-based software applications to
help facility engineers, technicians, and managers decide when, where, and how to best
maintain facilities. DOD officials told us that two additional modules are under
development—UTILITIES for utility facilities and FUELER for fuel facilities—and that a
third is being considered for dams and levees.

SAn example of an established industry cost guide, according to DOD officials, is the
American Petroleum Institute’s standards for bulk fuel storage.

8See The Under Secretary of Defense for Acquisition, Technology, and Logistics
Memorandum, Facility Sustainment and Recapitalization Policy (Apr. 29, 2014).
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Services Report
Varying Progress in
Meeting Policy
Requirements for
Facility Assessments
and Conditions, but
OSD Cannot Fully
Monitor Progress

generated by DOD’s facilities sustainment model.' The memorandum
also stated that sustaining and recapitalizing DOD facilities is essential in
order to keep facilities mission-capable; and that facility conditions affect
both mission effectiveness and personnel quality of life.

The services have reported differing levels of progress toward fully
implementing a standardized process for assessing facility conditions and
recording facility condition ratings based on this process, per the 2013
OSD memorandum. However, the department cannot fully monitor the
services’ progress in meeting those goals, due to a lack of clarity in OSD
guidance. In advance of full implementation of the standardized process,
DOD plans to monitor facility conditions and has developed plans for
failing facilities—two policy requirements from the 2014 OSD
memorandum—based on recorded condition ratings, regardless of the
assessment process used.

Services Report Progress
in Standardizing Facility
Condition Assessments
and Ratings

The services have reported differing levels of progress toward meeting
the 2013 OSD memorandum requirements to implement a standardized
process for assessing facility conditions and to record facility condition
ratings based on this process. The Navy and the Air Force civil
engineering organizations have incorporated the standardized process
into their procedures for how installation personnel are to assess facility
conditions, and command officials from both services stated that they
expect to meet the fiscal year 2017 goal for full implementation. During
our site visits to two Navy installations and two Air Force installations,
officials told us that public works personnel are using the standardized
process to assess facility conditions at their installations.'® Officials at

"DOD’s facilities sustainment model has been used by the services since fiscal year 2003
to estimate their annual facilities sustainment requirements. In April 2008 we found that
the facilities sustainment model provided a consistent and reasonable framework for
preparing estimates of DOD’s annual facilities sustainment funding requirements, and we
made three recommendations—which DOD implemented—to increase the reliability of the
model. For more information, see GAO, Defense Infrastructure: Continued Management
Attention Is Needed to Support Installation Facilities and Operations, GAO-08-502
(Washington, D.C.: Apr. 24, 2008).

8Naval Air Station Pensacola officials told us that the Navy’'s southeast U.S. region uses

a facility condition assessment team that travels to Navy installations within that region to
assist in assessing facility conditions.
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these installations also said that implementing the standardized process
is one of several responsibilities for public works personnel; for example,
at Naval Station Norfolk, officials stated that other responsibilities include
conducting repair projects and coordinating between facility occupants
and private contractors to address facility problems. According to the
Marine Corps installation command, the Marine Corps expects to meet
the fiscal year 2017 goal for implementation and has incorporated the
standardized process into its method of using both contractors and
installation personnel to assess facility conditions at Marine Corps
installations. Marine Corps Air Station Cherry Point officials stated that
Marine Corps-contracted teams have assessed the installation’s facility
conditions, while Camp Lejeune officials stated that their public works
personnel have been using the standardized process to assess facilities
since 2013, in addition to Marine Corps contracted assessments.

While the other services have reported taking steps to incorporate the
standardized process across their installations, the Army has made
comparatively more limited progress in implementing the process. For
example, as of November 2015, the Army had piloted the standardized
process for assessing buildings at only 5 of its more than 200
installations. We visited 1 of those 5 installations—Fort Leavenworth—
where officials told us that the Army’s Installation Management Command
has sent contracted teams to conduct initial assessments using the
standardized process. Officials at the other Army installation we visited—
Aberdeen Proving Ground—stated that they do not yet use the OSD-
directed standardized process, but follow an Army-wide process that calls
for installation personnel to assess the condition of buildings and other
facilities. These personnel are to be regular users of the facilities they
assess and are to receive annual training on conducting condition
assessments.'® Army installation management officials stated that they
have requested funding in fiscal years 2017 through 2021 to implement
the standardized process at the remaining Army installations, and thus
the Army expects to miss the fiscal year 2017 goal for implementation.

®This Army-wide process for assessing and reporting the condition of Army facilities is
referred to as the Installation Status Report-Infrastructure program.
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OSD Cannot Fully Monitor
the Services’ Progress in
Implementing the
Standardized Process

Although the services have reported progress in implementing the
standardized process, OSD cannot fully monitor the services’ progress in
recording condition ratings based on this process (that is, standardized
condition ratings) in DOD’s Real Property Assets Database, per the 2013
OSD memorandum requirement, due to a lack of clarity in the
department’s guidance. Federal standards for internal control state that
management needs appropriately recorded information to achieve an
entity’s objectives.?’ To identify which facilities have been assessed using
the standardized process, the 2013 OSD memorandum included
guidance that directs the services to assign a specific code in the Real
Property Assets Database to each facility with a standardized condition
rating.2! However, according to a separate data dictionary for the
database, this same code is to be used by the services for a different
purpose—specifically, to indicate that a facility has been physically
inspected, which service officials explained is an inspection to confirm the
physical existence of the facility and not an assessment of the facility’s
condition. As a result, OSD lacks assurance that a facility assigned this
code has been assessed and rated based on the standardized process,
because the code could instead mean that the facility has only been
physically inspected to confirm its existence in DOD’s inventory.

Based on our analysis of fiscal year 2014 data, we found that 88 percent
of Army facilities and 96 percent of Navy facilities had been assigned the
database code discussed above. Although this analysis might suggest
that nearly all Army and Navy facilities have a standardized condition
rating, officials from both services stated that this is not the case.
Specifically, Army officials stated that Army facility condition ratings
recorded in the database are not yet based on the standardized process
but rather on an Army-specific process for assessing facility conditions.
The Navy has incorporated the standardized process into its procedures
for accessing facility conditions, but Navy officials stated that fiscal year

203566 GAO, Standards for Internal Control in the Federal Government,
GAO/AIMD-00-21.3.1 (Washington, D.C.: Nov. 1999). These standards were in effect prior
to fiscal year 2016 and cover the time period when OSD’s 2013 memorandum was issued
and for the facilities data we analyzed. The standards were subsequently updated and
state that management should internally communicate and use the necessary quality
information to achieve an entity’s objectives. The updated standards went into effect on
October 1, 2015. See GAO, Standards for Internal Control in the Federal Government,
GAO-14-704G (Washington, D.C.: Sept. 10, 2014).

21Specifically, the services are to enter the code “INSP” into the “Asset Review Type
Code” data field in DOD’s Real Property Assets Database.
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2014 condition ratings for Navy buildings were not yet based on the
standardized formula required by OSD’s 2013 memorandum. Therefore, it
is unclear how OSD could use this database code to ensure that Army
and Navy facilities have standardized condition ratings.

OSD officials stated that, in addition to monitoring whether a facility has
been assigned the database code discussed above, they also will monitor
whether a facility has been assigned a second database code that was
made available for use in the Real Property Assets Database after the
2013 OSD memorandum was issued.?? According to the database’s data
dictionary, this second code is to be used to indicate that a facility has
undergone a condition assessment, but it does not specify that the
condition assessment should be based on the standardized process and
not a service-specific process. Furthermore, OSD has not revised its
original 2013 guidance to direct the services to use this second database
code to indicate that a facility has a standardized condition rating. As a
result—and similar to the issue discussed above with the first database
code—it is unclear whether facilities that have been assigned the second
database code have condition ratings based on the standardized process,
as opposed to a service-specific assessment process. For example, Army
officials acknowledged that using the second database code would
indicate that an Army facility has undergone a condition assessment, but
also acknowledged that the Army currently uses an Army-specific process
to assess its facilities and does not expect to fully standardize its
condition assessments and ratings until fiscal year 2021. Therefore, OSD
lacks reasonable assurance that any Army facilities assigned the second
database code were assessed and rated based on the standardized
process.

Without revising its guidance to provide clear direction on how the
services are to indicate that a standardized facility condition rating has
been recorded in DOD’s Real Property Assets Database, OSD will not
have the information it needs to fully monitor progress made in
implementing the standardized process. Further, without such
standardized facility condition ratings across the services, DOD will not be
able to ensure that sound facilities investment decisions are based on
comparable, complete, and up-to-date information, and that funding is

22The second database code discussed here is “COND” and, like the first database code
“INSP,” is to be entered into the “Asset Review Type Code” data field in DOD’s Real
Property Assets Database.
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appropriately targeted to ensure that facilities remain in good working
order and mission capable.

DOD Plans to Monitor
Achievement of Its
Condition Goal and Has
Developed Plans for
Failing Facilities Based on
Recorded Condition
Ratings

In advance of the services’ achievement of full implementation of the
standardized process, DOD plans to monitor achievement of its facility
condition goal and has developed plans for failing facilities based on the
condition ratings recorded in DOD’s Real Property Assets Database,
regardless of the assessment process used. Specifically, OSD officials
stated that beginning at the end of fiscal year 2016 they will use recorded
condition ratings to monitor whether each service is achieving an
inventory-wide facility condition rating of at least 80 percent (fair
condition), per the 2014 OSD memorandum. The services have used
recorded condition ratings to develop mitigation plans to address failing
facilities that have a facility condition rating below 60 percent, also per the
2014 OSD memorandum.

As of fiscal year 2014, condition ratings recorded in the Real Property
Assets Database included data based on different methodologies used by
the services to assess the condition of their facilities. These condition
ratings are subject to change, as the services have continued to
implement the standardized process. Appendix Il describes
methodologies used by the services to calculate facility condition ratings
prior to fully implementing the standardized process, as well as the
recorded condition of government-owned facilities in each service’s
inventory at the completions of fiscal years 2013 and 2014.

Based on our analysis of recorded condition ratings for federal
government-owned facilities in fiscal year 2014,23 we found that the Air
Force (92 percent), Army (85 percent), and Marine Corps (82 percent)
were meeting the goal to achieve an inventory-wide minimum facility
condition rating of 80 percent for their facility inventories, while the Navy
(79 percent) was nearly meeting the goal. Nonetheless, as the services
continue to implement the standardized process and to record facility
condition ratings based on that process, their facility condition ratings
could change. For example, the Air Force’s methodology for calculating
facility condition ratings prior to implementing the standardized process

23According to OSD officials, they will monitor achievement of the 80 percent facility
condition rating goal using the recorded condition ratings of those facilities in each
service’s inventory that are owned by the federal government.
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has likely contributed to its overall facility condition rating of 92 percent.
According to Air Force officials, the prior method used by the Air Force to
rate its facilities was based on submitted work orders for facility repairs;
conversely, a facility without a work order was rated at 100 (good
condition), regardless of the actual condition of the facility.

The services have also developed mitigation plans to address individual
failing facilities (facility condition rating below 60 percent) based on the
condition ratings recorded in the Real Property Assets Database. For
example, data provided by OSD show that, based on fiscal year 2014
condition ratings, the services submitted plans for approximately 35,000
facilities, at an estimated cost of about $20 billion to execute those plans.
The most common mitigation plans for failing facilities were

« repairing the facility (38 percent),

« reassessing whether the facility is actually in failing condition (20
percent),

« demolishing the facility (14 percent), and
« replacing the facility (13 percent).

OSD officials said that the annual process of reviewing failing facilities
provides them a means for overseeing the services in reducing the
number of failing facilities. Service officials stated that their focus is on
improving those facilities that are most critical to executing missions.
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Services Have
Reported Spending
Billions for
Sustainment,
Restoration, and
Modernization, and
Reported about $100
Billion Annually in
Deferred
Maintenance and
Repairs

From fiscal years 2009 through 2014, the services have reported annually
spending,?* in operation and maintenance funding, approximately 80
percent of the funds needed to meet estimated facilities sustainment
requirements; reported annually spending about $3 billion on restoration
and modernization activities; and annually reported approximately $100
billion in deferred maintenance and repairs.

Services Have Reported
Annually Requesting and
Spending about 80
Percent of Estimated
Facilities Sustainment
Requirements since Fiscal
Year 2009

Since fiscal year 2009 the services have reported annually requesting
and spending, in operation and maintenance funding, approximately 80
percent of the funds needed to meet estimated facilities sustainment
requirements—about 10 percentage points less than the DOD budgeting
goal. As mentioned previously, the 2014 OSD memorandum called for
each service to submit budget requests for facilities sustainment at 90
percent or higher of the facilities sustainment model’s estimated
requirements. OSD officials stated that the services were granted
permission in the past few years to request less than the 90 percent goal
in order to fund other department priorities, but that continuing not to meet
the budgeting goal will increase the risk of facility deterioration in the
future. In March 2015, the Acting Assistant Secretary of Defense for
Energy, Installations, and the Environment testified that sustainment
represents DOD’s single most important investment in the condition of its
facilities.?®> We have previously reported that, according to DOD, full

24For the purposes of this report, we use the word “spent or spending” to refer to the
amount of operation and maintenance funding obligated by the services for sustainment,
restoration, and modernization activities.

3ee Hearing on Alignment of Infrastructure Investment and Risk and Defense Strategic
Requirements Before the Subcommittee on Readiness of the House Committee on Armed
Services, 114" Congress, Appendix 1 (2015) (Statement of Mr. John Conger, Performing
the Duties of Assistant Secretary of Defense (Energy, Installations, and Environment)).
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funding of sustainment requirements is the most cost-effective approach
to managing facilities because it provides the most performance over the
longest period for the least investment.?

For fiscal years 2009 through 2016, the services reported collectively
requesting, in operation and maintenance funding, on average 80 percent
($56 billion for those years) of the facilities sustainment model’s estimated
requirements (of $70 billion for those years), and those requests were
collectively less than the 90 percent budgeting goal in each fiscal year.
OSD and service officials added that they are able to supplement their
operation and maintenance budget requests for sustainment with other
funding not in their budget requests, such as host nation support at
overseas bases.

Additionally, for fiscal years 2009 through 2014, the services reported
collectively spending on average 79 percent ($40 billion for those years)
of the facilities sustainment model’s estimated requirements (of $51 billion
for those years). DOD officials stated that sustainment funding has
occasionally been redirected to other priorities, such as unexpected
restoration and modernization projects resulting from a natural disaster.
As discussed earlier in this report, we have previously recommended that
DOD summarize and report to Congress the amount of budgeted
sustainment funds spent on other purposes, and DOD has taken actions
to implement that recommendation.?” Figure 1 shows the amount the
services reported collectively requesting and spending, in operation and
maintenance funding, on facilities sustainment for fiscal years 2009
through 2016, as compared with the estimated requirements for
sustainment and DOD’s 90 percent goal.

26GA0-09-336 and GAO-08-502.
2TGA0-09-336.
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Figure 1: Total Service Facilities Sustainment Reported Funding—Required, Requested, and Spent—for Fiscal Years 2009

through 2016 (in $millions)
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Source: GAO analysis of Department of Defense data. | GAO-16-662

Note: The funding represented in this figure is from DOD’s operation and maintenance budget
account. The amount of facilities sustainment funding spent in fiscal years 2015 and 2016 was not
available at the time of our review. Additionally, the amount of funding that was appropriated for
sustainment was not available in DOD’s budget documents for each fiscal year, so we were unable to
fully determine the extent to which the amount of sustainment funding appropriated each year was a
factor in whether the services spent more or less than requested. Furthermore, subject to law and
DOD financial management regulations, DOD has the authority to transfer funds between
appropriation accounts and to reprogram funds within an appropriation account, which could also be
a factor in whether the services spent more or less than requested.

The following list itemizes how much facilities sustainment funding each
service, in operation and maintenance funding, reported requesting for
fiscal years 2009 through 2016 and spending for fiscal years 2009
through 2014, as a percentage of estimated facilities sustainment
requirements for those years.

« The Army requested 82 percent and spent 70 percent of estimated
facilities sustainment requirements. The Army’s operation and
maintenance budget request twice met DOD’s 90 percent budgeting
goal—in fiscal years 2012 and 2013.
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« The Navy requested 83 percent and spent 84 percent of estimated
facilities sustainment requirements. The Navy’s operation and
maintenance budget request met DOD’s 90 percent budgeting goal
three times—in fiscal years 2009, 2010, and 2011.

« The Air Force requested 76 percent and spent 85 percent of
estimated facilities sustainment requirements. The Air Force’s
operation and maintenance budget request was less than DOD’s 90
percent budgeting goal in fiscal years 2009 through 2016.

e The Marine Corps requested 81 percent and spent 92 percent of
estimated facilities sustainment requirements. The Marine Corps’
operation and maintenance budget request was less than DOD’s 90
percent budgeting goal in fiscal years 2009 through 2016.

In some years the services reported spending more operation and
maintenance funding on sustainment than they requested. The amount of
funding that was appropriated for sustainment was not available in DOD’s
budget documents for each fiscal year we reviewed, so we were unable
to fully determine the extent to which appropriated amounts were a factor
in whether the services spent more than requested. Furthermore, subject
to law and DOD financial management regulations, DOD has the
authority to transfer funds between appropriation accounts and to
reprogram funds within an appropriation account, which could also
contribute to the services spending more than requested. For more
information on how much each service requested and spent in operation
and maintenance funding on facilities sustainment since fiscal year 2009,
see appendix lll.

Public works personnel at the eight installations we visited described for
us the process the services have used to allocate sustainment funding to
installations. Specifically, each year the installations are allocated funds
to conduct sustainment activities, and in most cases that funding is based
on a percentage of the facilities sustainment model’s estimated
requirements for each installation. Installations also received additional
sustainment funding during the fiscal year, when available. For example,
according to documentation provided by Naval Air Station Pensacola
officials, the installation initially received 64 percent (or $24 million) of the
facilities sustainment model’s estimated requirements (of $37.3 million) in
fiscal year 2015. The installation then received approximately another $5
million during the fiscal year for a total of about $29 million in sustainment
funding, which was still less than the facilities sustainment model’'s
estimated requirement for fiscal year 2015. Elsewhere in fiscal year 2015,
documentation provided by Eglin Air Force Base personnel shows that
the installation received 73 percent of estimated sustainment
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requirements, while Army officials at Fort Leavenworth told us that they
received approximately 60 percent of estimated requirements.

Services Have Reported
Annually Spending about
$3 Billion on Restoration
and Modernization since
Fiscal Year 2009

For fiscal years 2009 through 2014, the services reported annually
spending on average about $3 billion (totaling more than $18 billion
across those years) in operation and maintenance funding on facilities
restoration and modernization (see table 3).

|
Table 3: Facilities Restoration and Modernization Funding Reported Requested and Spent, by Service, from Fiscal Years 2009

through 2016

Dollars in millions

Service Category FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016
Army Requested $503 $0 $713 $203 $667 $643 $358 $563
Spent $959 $574 $913 $645 $1,098 $1,373 — —
Navy Requested 305 258 340 617 627 501 274 632
Spent 410 330 495 789 622 624 — —
Air Force Requested 551 799 806 1,001 716 813 547 850
Spent 1,769 1,574 1,319 1,195 965 1,435 — —
Marine Corps Requested 366 132 71 259 244 117 86 131
Spent 373 124 89 282 288 183 — —
Total Requested $1,725 $1,189 $1,930 $2,080 $2,254 $2,075 $1,266 $2,176
Spent $3,511 $2,602 $2,816 $2,911 $2,972 $3,615 — —

Legend: FY = fiscal year

Source: GAO analysis of Department of Defense data. | GAO-16-662

Note: The funding represented in this figure is from DOD’s operation and maintenance budget
account. Numbers may not total due to rounding. The amount of facilities restoration and
modernization funding spent in fiscal years 2015 and 2016 was not available at the time of our
review.

In total over these fiscal years, the services reported spending about $7
billion (or 64 percent) more than they had requested for restoration and
modernization. For example, the Army reported spending $2.8 billion
more on facilities restoration and modernization than it requested, and the
Air Force reported spending $3.6 billion more than it requested. Service
officials explained that the additional restoration and modernization
funding was transferred from other budget accounts that had available
funding. For example, Navy officials stated that during this timeframe
when they reported being able to spend more on restoration and
modernization than requested, it was by moving available funds from
Navy readiness accounts to the restoration and modernization account.
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Public works personnel at the eight installations we visited described for
us the process the services have used to allocate restoration and
modernization funding to installations. Specifically, particular projects
across installations compete for funding and are approved by service
headquarters based on their priorities. Officials stated that they
assembled a priority list with each of their restoration and modernization
projects. Marine Corps Headquarters approved $12.8 million in funding at
Marine Corps Air Station Cherry Point for 3 restoration and modernization
projects from the installation’s fiscal year 2016 project list (out of 10
projects on the list). Conversely, Fort Leavenworth officials stated that
they did not receive any funds for the 5 projects on their fiscal year 2015
priority list because projects from other Army installations were deemed a
higher priority by the Army’s Installation Management Command.

Services Have Annually For fiscal years 2009 through 2014, the services reported on average

Reported about $100 approximately $100 billion per year in annual deferred maintenance and

Billion in Annual Deferred repairs—which are maintenance and repairs that were not performed

. . when they should have been or were scheduled to be performed and,

Mamter_‘ance and Repairs therefore, are put off or delayed to a future date.?® As a percentage of the

since Fiscal Year 2009 services’ facility plant replacement value, the Navy has reported, on
average, the highest amount of deferred maintenance and repairs (27
percent), followed by the Army (15 percent), the Air Force (10 percent),
and the Marine Corps (4 percent). Table 4 shows the services’ reported
deferred maintenance and repair amounts and those amounts’ respective
percentages of plant replacement value for fiscal year 2009 through 2014.

|
Table 4: Services’ Reported Deferred Maintenance and Repairs Amounts and Respective Percentages of Plant Replacement
Value, Fiscal Years 2009 through 2014

Dollars in millions

28The services’ reported deferred maintenance and repair amounts include three
categories: category 1 comprises buildings, structures, and utilities that are enduring and
required to support an ongoing mission, including multi-use heritage assets; category 2
comprises buildings, structures, and utilities that are excess to requirements or planned
for replacement or disposal, including multi-use heritage assets; and category 3 comprises
buildings, structures, and utilities that are heritage assets, which means they have
historical, natural, cultural, educational, or artistic significance or significant architectural
characteristics and also include building, structures, and utilities that are eligible for or
listed on the National Register of Historic Places.
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FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent

Army  $32,012 16 $39,015 16 $37,027 14  $37,247 15 $36,726 15 $36,788 15
Navy 32,170 26 39,180 28 38,617 28 40,286 29 36,240 25 39,480 23
Air 18,623 7 23,492 16 23,707 10 25,056 11 19,895 8 25,778 10
Force

Marine 1,215 3 1,213 2 1,212 2 1,090 2 4,933 10 2,781 5
Corps

Total $84,020 13 $102,900 18 $100,562 14 $103,679 15 $97,794 14 $104,827 14

Legend: FY = fiscal year
Source: GAO analysis of Department of Defense data. | GAO-16-662

Note: These amounts include all three categories of deferred maintenance and repairs. Numbers may
not total due to rounding.

Each service reports its total deferred maintenance and repairs in annual
financial reports. Those annual reports do not include information on the
specific maintenance and repair projects that have been deferred, but
they do explain each service’s method for calculating deferred
maintenance and repairs. For example, the fiscal year 2014 financial
reports explained how each service calculated its deferred maintenance
and repair amounts based on service-specific methods used to assess
facility conditions, as discussed earlier in this report. OSD officials stated
that they expect the calculations for deferred maintenance and repairs to
be consistent once the services have fully implemented the standardized
process for assessing the condition of their facilities and calculated facility
condition ratings based on that process, per the 2013 OSD memorandum
requirements. As a result, deferred maintenance and repair amounts
could change in future financial statements as the services complete
implementation of the standardized process.

Separate from the total amounts of deferred maintenance and repairs that
the services report annually, public works personnel at the eight
installations we visited told us that they maintain an installation-specific
list of maintenance and repair projects, which include deferred projects.
For example, Army officials at Fort Leavenworth stated that any
sustainment projects that are not completed in one fiscal year roll over for
completion into the next fiscal year, and eventually sustainment projects
that have been put off long enough could result in restoration and
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Personnel Reported
Prioritizing Mission-
Critical Facilities for
Repair and Being
Affected by Facility
Conditions

modernization projects.?® Navy officials at Naval Air Station Pensacola
stated that they have deferred maintenance projects totaling $216 million,
and that this backlog is addressed as funding becomes available. Air
Force officials at Whiteman Air Force Base stated that there is a growing
list of deferred maintenance and repairs, and provided documentation
showing that currently there are 20 projects on the list, valued at
approximately $31 million. Marine Corps officials at Marine Corps Air
Station Cherry Point stated that they have 11 repair projects ready to be
executed in fiscal year 2016 which they have not yet been able to begin
due to lack of funding.

Public works personnel at each of the eight installations we visited stated
that they prioritize maintenance and repair for the facilities that most
directly relate to the installation’s mission, but they provided some
examples of facility conditions negatively affecting the ability of the
installations to efficiently conduct operations. Additionally, focus group
participants and public works personnel at the eight installations we
visited reported that facility conditions affect the quality of life, or overall
satisfaction, of installation personnel.

Installation Personnel at
Selected Installations
Reported Prioritizing
Mission-Critical Facilities
for Repair

Public works personnel at each of the eight installations we visited stated
that they prioritize for maintenance and repairs of the facilities that are
critical to conducting their installations’ missions. For example, Marine
Corps Air Station Cherry Point personnel stated that they focus on
mission-critical facilities such as hangars and airfields and added that
mission readiness had not been negatively affected by facility conditions.
Eglin Air Force Base personnel also told us that installation facilities most
critical to the installation’s missions—which include testing and evaluating
weapons systems and training pilots—receive first priority for
maintenance and repairs, and that mission readiness had not been
degraded by facility conditions. Additionally, Army officials at Fort
Leavenworth stated that the installation’s mission to train and educate
soldiers had not been negatively affected by facility conditions, and public

2%We have previously reported that, according to DOD, needed sustainment work that is
not performed will eventually result in damaged facilities, shortened facility service lives,
and increased future costs for facility restoration; see GAO-08-502.
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works personnel at Naval Station Norfolk told us that their top priorities
include mission-critical facilities.

Public works personnel at the installations we visited told us that they are
kept informed of facility conditions that could affect their installations’
missions. For example, officials at Naval Station Norfolk and Naval Air
Station Pensacola stated that the Navy uses facility management
specialists who, among other things, serve as liaisons between facility
occupants and public works personnel in order to request that repair work
be conducted on a facility when problems arise. Personnel described
similar approaches used to notify public works of problems at other
service installations, including Marine Corps Base Camp Lejeune, Eglin
Air Force Base, and Aberdeen Proving Ground.

However, public works personnel at the installations we visited did
provide some examples of facility conditions negatively affecting the
ability of their installations to efficiently conduct operations. For example,
Naval Station Norfolk officials showed us a small boat repair shop that
has limited use because an area where they conduct repairs had to be
used to store spare parts relocated from the second floor of the shop,
which had been closed because it was deemed unable to support the
weight of those parts. As a result, small boats have had to be repaired
outside the shop or elsewhere on the installation. Additionally, Naval
Station Norfolk officials showed us a dock that had been used to receive
barges that transport heavy equipment and machinery. Because of
damage to the dock, the facility has been temporarily closed until repairs
can be made, which officials estimated would take 2 to 3 years (see figure
2). While barges are able to be received elsewhere at Naval Station
Norfolk, the installation will have reduced capacity to load and unload
barges until the dock is repaired.
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Figure 2: Damaged Dock at Naval Station Norfolk

Source: GAO. | GAO-16-662

At Whiteman Air Force Base, public works personnel showed us an
indoor shooting range used to provide firearms training to installation
personnel. The range was closed in spring 2015 because three
instructors reportedly developed asthma symptoms from exposure to
copper dust from fired bullets. The facility’s exhaust system was not
properly venting the copper dust, which officials attributed to the design of
the facility—specifically, it was originally an outdoor range that was
modified by being enclosed to provide shelter to installation personnel,
and this led to the ventilation problem. As a result, personnel have either
had to be transported to an Army National Guard base about 100 miles
away for training—increasing the total training time from 1 day to 2 days
and resulting in additional transportation costs—or have had their training
deferred. Additionally, Naval Air Station Pensacola officials told us that
the installation has a training facility for rescue swimmers, which
generates heavy waves for the swimmers’ training. However, one of the
facility’s generators is no longer operational, and that condition has
reduced the intensity of the waves and degraded the level of training the
facility can provide. Public works personnel have requested funding from
Navy headquarters to address this issue and said that, until repairs are
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made, training may need to be conducted in open water, which would
require additional resources, including boats and helicopters.

Installation Personnel at
Selected Installations
Reported That Facility
Conditions Affect Quality
of Life

According to focus group participants and public works personnel at the
eight installations we visited, facility conditions affect the quality of life, or
overall satisfaction, of installation personnel. Participants in each of the
16 focus groups told us that the condition of the facilities they work in and
use affects their quality of life, either positively or negatively. Also, public
works personnel stated that they are routinely informed of issues that
affect personnel quality of life, and that these issues are taken into
consideration when repair projects are planned and funding priorities are
determined.

Participants in 14 of 16 focus groups stated that some condition or
conditions of installation facilities had a positive effect on their quality of
life. For example, personnel expressed satisfaction with those facilities
that were new or recently renovated. A participant at a Marine Corps
installation expressed satisfaction with the participant’s office building
because it was renovated 2 years ago. A participant at an Army
installation stated that the participant’s office building was in very good
condition, and a participant at a Navy installation expressed being
satisfied with the installation’s gymnasium. Additionally, a participant at an
Air Force installation said that visiting the installation’s hospital was an
enjoyable experience because of its condition.

Participants in each of the 16 focus groups stated that some condition or
conditions of installation facilities had a negative effect on their quality of
life. For example, participants reported experiencing problems with
facilities’ heating and cooling systems, leaking roofs and windows, and
mold and mildew. During our tours of installation facilities, public works
officials also provided examples of how these types of facility conditions
negatively affect quality of life.

« Heating and Cooling — Participants in each of the focus groups
reported having issues with heating and air conditioning systems,
causing it to be either too hot during the summer or too cold during
the winter. For example, at a Navy installation a participant stated that
in the summer they needed fans to cool the space and in the winter
they needed additional clothing to warm up because the boiler went
down or the air conditioning unit went down. At an Army installation a
participant stated that in the office building the participant had been
working in, the heating and air conditioning unit had not been working
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reliably for about 2 years—despite multiple attempts to repair it—and
space heaters had to be used in the winter. An Air Force installation
participant stated that the building’s heating, ventilation, and cooling
unit leaked water through the wall into the participant’s office. During a
tour of an educational facility at Eglin Air Force Base, officials told us
that because the building’s cooling system provides air conditioning
only to certain portions of the building, they have installed a portable
air conditioning unit to cool the building during the summer (see figure
3).

_______________________________________________________________________________|]
Figure 3: Portable Air Conditioning Unit at Eglin Air Force Base Education Center

Source: GAO. | GAO-16-662
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« Roof and Window Leaks — Participants in 15 out of the 16 focus
groups reported having issues with leaking roofs or windows,
sometimes leading to water damage. For example, at one Marine
Corps installation a participant said that a challenge at the
participant’s work site is having the roof leak. The participant stated
that water drips out of the ceiling into light fixtures and has caused
ceiling tiles to fall on people’s desks. Participants stated that these
types of roof and window leaks typically occurred when there was
rainy weather. For example, at one Navy installation a participant
stated that the windows constantly leak any time they have a
significant rain storm, so they have to clean up the floor due to the
leaking windows and water coming into the building. Additionally,
while touring Fort Leavenworth, officials showed us an office building
where the basement had been flooded due to rain causing a drainage
pipe to back up. The drainage pipe had previously serviced a parking
lot on top of which this part of the building had been constructed.
Officials stated that personnel who were using this part of the building
to develop Army training materials had to be moved to another
location (see figure 4).
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Figure 4: Basement-Level Administrative Space Vacated Due to Summer 2015
Flooding at Fort Leavenworth

Source: GAO. | GAO-16-662

Mold and Mildew — Participants in 15 out of 16 focus groups reported
having issues with mold or mildew in installation facilities. Participants
stated that these issues often resulted from the problems with the
heating and cooling systems and the water damage caused by
leaking roofs and windows. For example, at one Marine Corps
installation a participant stated that after the air conditioning unit was
turned off in a barracks, mold and mildew accumulated in the rooms.
The participant said that when the Marines who had occupied the
barracks returned from deployment they found that their uniforms and
personal items were covered with mold and mildew. They submitted a
claim for the government to replace these items. Participants stated
that they believe the mold contributed to health issues in some cases.
For example, at one Air Force installation a participant stated that
mold was growing in their work building and had caused almost all of
the occupants to get sick, while another participant reported having
developed a rash that this participant attributed to mold. Additionally,
while on a tour at Marine Corps Air Station Cherry Point, officials
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showed us a classroom inside of a hangar where mold had been
found on picture frames, wall shelves, and desk items (see figure 5).

Figure 5: Desk Items with Mold in Training Area at Marine Corps Air Station Cherry Point

Source: GAO. | GAO-16-662

Officials at Eglin Air Force base stated that in May 2014 they had to
evacuate a dormitory that had the capacity to hold 576 airmen and
provide alternative living arrangements due to mold and other problems,
at an estimated cost of $157,000 per month in extra housing allowances
(see figure 6).
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Figure 6: Barracks Vacated Due to Mold at Eglin Air Force Base

Source: GAO. | GAO-16-662

Public works personnel at the installations we visited told us that they are
routinely made aware when facility conditions are affecting personnel
quality of life. For example and as described earlier in this report, officials
at installations such as Naval Station Norfolk, Marine Corps Base Camp
Lejeune, Eglin Air Force Base, and Aberdeen Proving Ground told us that
they have personnel who serve as liaisons between facility occupants and
the public works department for the purpose of reporting facility repairs
that are needed. Additionally, installation personnel can provide
comments on facility conditions through DOD’s customer feedback
website. Repair projects to address quality of life issues are included in
the installations’ regular process for identifying which projects to execute
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Conclusions

Recommendation for
Executive Action

based on service and installation priorities and available funding. For
example, officials at Marine Corps Air Station Cherry Point stated that
they plan to request funding for repairs to an administrative building for
fiscal year 2018 to address water intrusion through the walls and floors
that causes mold and mildew in the bathrooms. An official stated that until
this funding is received they are spending approximatively $250,000 per
year to maintain the building, which includes repairs to the building’s roof,
windows, and electrical system.

The size and scope of DOD’s facilities inventory is significant—the
department manages and operates nearly 562,000 facilities that have a
combined plant replacement value that DOD estimates at $880 billion. An
accurate understanding of the condition of those facilities is essential in
order for DOD to make informed decisions on funding sustainment and
recapitalization activities to ensure facilities remain in good working order.
Recognizing that the services had been assessing and rating the
condition of their facilities using different methodologies, the department
established a standardized process for assessing and rating facility
conditions and directed the services to implement this process by the end
of fiscal year 2017. DOD expects that standardized facility condition
ratings will assist the department in targeting its limited resources to those
facilities most in need of attention. The individual services have reported
varying levels of progress in implementing this process, with some being
further along than others. However, DOD cannot fully monitor that
progress due to a lack of clarity in its guidance. By revising its guidance to
clarify how the services are to indicate that a standardized facility
condition rating has been recorded in DOD’s Real Property Assets
Database, the department will be in a better position to monitor the
services’ implementation progress and know when condition ratings have
been fully standardized. Standardized condition ratings will ultimately help
to ensure the department has complete, comparable, and up-to-date
information for making facility investment decisions.

To improve OSD’s oversight of the services’ progress in implementing the
standardized process for assessing facility conditions and recording
facility condition ratings based on that process, we recommend that the
Assistant Secretary of Defense for Energy, Installations, and Environment
revise its guidance to clarify how—either in DOD’s Real Property Assets
Database or by some other mechanism—the services are to indicate
when a facility condition rating recorded in DOD’s Real Property Assets
Database is based on the standardized process.
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Agency Comments
and Our Evaluation

We provided a draft of the sensitive version of this report to DOD for
comment. In its written comments, reproduced in appendix IV, DOD
partially concurred with our recommendation that the Assistant Secretary
of Defense for Energy, Installations, and Environment revise its guidance
to clarify how—either in DOD’s Real Property Assets Database or by
some other mechanism—the services are to indicate when a facility
condition rating recorded in DOD’s Real Property Assets Database is
based on the standardized process.

DOD stated that OSD conducts periodic implementation reviews with the
services to ensure that they are making appropriate progress in
implementing the 2013 policy memorandum, and that these reviews use
data directly from the Sustainment Management System, since that
system reflects real-time data and is more reliable for program
management oversight. DOD further stated that OSD does not use the
Real Property Assets Database to manage or oversee the services’
progress in inspecting their facilities. However, as stated in our report,
DOD considers the Real Property Assets Database to be its single
authoritative source for all DOD real property inventory, and OSD’s 2013
memorandum directed the services to record in the Real Property Assets
Database a standardized condition rating for each of their facilities by the
end of fiscal year 2017, and to assign a specific code in the database to
each facility with a standardized condition rating. As we also discuss in
the report, the Sustainment Management System is not used for all
facilities and therefore cannot provide DOD a comprehensive method for
monitoring implementation of the standardized process for condition
ratings. OSD’s 2013 memorandum directed the services to assess the
condition of buildings, pavement, and rail using the Sustainment
Management System software tools. However, for those facilities that
cannot be assessed with these software tools, the memo directed that the
services determine existing physical deficiencies and estimate the cost of
maintenance and repairs using established industry cost guides. As a
result, OSD will be unable to fully rely upon data in the Sustainment
Management System to oversee the services’ progress in assessing
facilities and recording their condition ratings.

Further, as DOD stated in its comments, the Real Property Assets
Database reflects an annual snapshot of DOD'’s facility inventory, and the
resulting consolidation of data is used to meet reporting requirements to
external entities. For example, OSD uses the database as its source for
annually reporting real property information to the Office of Management
and Budget and the General Services Administration through the Federal
Real Property Profile, to include information on facility condition.
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Therefore, it is important for OSD to have assurance that data recorded in
the Real Property Assets Database are consistent and reliable, which is
what DOD aims to achieve through implementing the standardized
process.

Finally, DOD stated in its comments that the 2013 memorandum gave the
services 5 years—until fiscal year 2017—to inspect their facility
inventories using the Sustainment Management System. DOD also stated
that during this transition period, facility condition ratings in the Real
Property Assets Database may reflect both the standardized assessment
process and previously used assessment processes. However, we found
that according to the Army—whose facilities account for approximately
$302 billion in estimated plant replacement value, which is more than any
of the other military services—the Army does not expect to meet that goal
and may not fully implement the Sustainment Management System until
fiscal year 2021. Therefore, it may take at least 4 additional years before
the facility condition ratings in the Real Property Assets Database fully
reflect the use of the standardized assessment process. Thus, we
continue to believe that DOD needs to revise its guidance in order for
DOD to fully monitor the services’ implementation progress.

We are sending copies of this report to the appropriate congressional
committees; the Secretary of Defense; the Secretaries of the Army, Navy,
and Air Force; and the Commandant of the Marine Corps, and the
Assistant Secretary of Defense for Energy, Installations, and
Environment. In addition, the report is available at no charge on the GAO
website at http://www.gao.gov.

If you or your staff have any questions about this report, please contact
me at (202) 512-4523 or leporeb@gao.gov. GAO staff who made key
contributions to this report are listed in appendix V.

v

Brian J. Lepore
Director
Defense Capabilities and Management
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Appendix |: Scope and Methodology

To evaluate the extent to which the services have made progress in
meeting policy requirements for facility assessments and conditions, and
the extent to which the Office of the Secretary of Defense (OSD) is able
to monitor progress, we reviewed OSD’s September 2013 memorandum
on standardizing facility condition assessments, which directed the
services to standardize how they assess and rate the condition of their
facilities and provided guidance on, among other things, how the services
were to indicate in DOD’s Real Property Assets Database that a
standardized facility condition rating had been recorded.” We identified
criteria in Standards for Internal Control in the Federal Government for
the use of information to achieve an entity’s objectives.? We also
reviewed OSD’s 2014 memorandum on facilities sustainment and
recapitalization to determine what policies OSD had established for
facility condition.® We analyzed facility data from DOD’s Real Property
Assets Database for fiscal years 2013 and 2014 (the most recent data
available at the time of our report) to, among other things, determine the
extent to which DOD was meeting requirements set out in the 2013 and
2014 policy memorandums.* We assessed the reliability of the data we
obtained on facility condition ratings by reviewing relevant documentation,
testing the data for obvious errors or anomalies, and interviewing
knowledgeable officials; we found the data to be sufficiently reliable for
our purposes. Additionally, we obtained and reviewed the services’
mitigation plans to address failing facilities, as called for in the 2014

"The Under Secretary of Defense for Acquisition, Technology, and Logistics
Memorandum, Standardizing Facility Condition Assessments (Sept. 10, 2013).

2See GAO, Standards for Internal Control in the Federal Government,
GAO/AIMD-00-21.3.1 (Washington, D.C.: Nov. 1999). These standards were in effect prior
to fiscal year 2016 and cover the time period when OSD’s 2013 memorandum was issued
and for the facilities data we analyzed. The standards were subsequently updated. The
updated standards went into effect on October 1, 2015. See GAO, Standards for Internal
Control in the Federal Government, GAO-14-704G (Washington, D.C.: Sept. 10, 2014).

3The Under Secretary of Defense for Acquisition, Technology, and Logistics
Memorandum, Facility Sustainment and Recapitalization Policy (Apr. 29, 2014).

4We also obtained facility condition data from OSD for fiscal years 2010 through 2012, but
we did not include these data in our analysis because the data provided did not match
information reported by DOD in its Base Structure Reports for those years. OSD officials
stated that the Base Structure Reports are extractions from the Real Property Assets
Database for public release, and they will not necessarily match each other every year; we
were able to match the fiscal years 2013 and 2014 data from the Real Property Assets
Database to information in the Base Structure Reports for those years.
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Appendix I: Scope and Methodology

memorandum.® Lastly, to obtain additional information on the progress
made in implementing the standardized process and how progress was
monitored, we interviewed OSD and service officials knowledgeable
about facilities sustainment and recapitalization, as well as public works
personnel at eight U.S. installations.

We selected a non-probability sample of eight installations to visit based
on the following factors: (1) the installation was considered a “large site,”
with a plant replacement value of at least $1.876 billion, according to
DOD’s 2015 Base Structure Report;® (2) two installations per service
(Army, Navy, Air Force, and Marine Corps) were selected; (3) the
installation was located in the continental United States; (4) the
installation was not classified as a joint base; (5) the installation was
geographically close to another installation to reduce individual site visits,
when possible; and (6) the installation had some failing facilities based on
fiscal year 2014 condition ratings. Based on these factors, we chose to
visit Aberdeen Proving Ground, Fort Leavenworth, Naval Station Norfolk,
Naval Air Station Pensacola, Eglin Air Force Base, Whiteman Air Force
Base, Marine Corps Base Camp Lejeune, and Marine Corps Air Station
Cherry Point.

To identify how much the services have spent for facilities sustainment,
restoration, and modernization, and how much they have reported in
deferred maintenance and repair since fiscal year 2009 (the last time we
reported on DOD facilities sustainment funding levels), we analyzed the
operation and maintenance budget request documents for facilities
sustainment, restoration, and modernization for fiscal years 2009 through
2016 to determine how much the services requested and spent during

>The 2014 OSD memorandum did not require the services to fund to the inventory-wide
condition rating goal or the plans for addressing failing facilities, citing budgetary
challenges facing the department.

6 Department of Defense, Base Structure Report — Fiscal Year 2015 Baseline — A
Summary of the Real Property Inventory, as of September 30, 2014.
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those fiscal years.” We also obtained the facilities sustainment model’s
estimated funding requirements for fiscal years 2009 through 2016, and
compared the amount of facilities sustainment funding requested by the
services against DOD’s goal that each service request at least 90 percent
of the estimated sustainment requirements, each year. Additionally, we
reviewed the services’ annual financial reports for fiscal years 2009
through 2014 (the most recent reports available) to determine how much
deferred maintenance and repairs were reported for those fiscal years.
We obtained additional information through interviews with OSD and
service officials knowledgeable about sustainment, restoration, and
modernization funding, and about deferred maintenance and repairs.
Lastly, we met with public works personnel at the eight installations to
discuss issues related to each installation’s sustainment, restoration, and
modernization funding and any deferred maintenance and repairs.

To describe personnel’s perspectives on the effect of facility conditions on
installation missions and quality of life, we interviewed public works
officials at the eight installations we visited on what they knew about how
facility conditions affect installation missions and personnel quality of life
at the installations. Additionally, officials at each of the eight installations
provided us with a tour of installation facilities in varying levels of
condition. Lastly, we conducted 16 focus groups with military and civilian
personnel at the eight installations we visited to obtain their perspectives
of how the condition of installation facilities affects their quality of life. For
each focus group, we used a series of semi-structured questions to learn
how the facilities the participants live in, work in, and use on the
installation affect their quality of life. We defined facilities as buildings the
participants use on the installation as well as physical surfaces such as
roads, pavements, and runways. We defined quality of life as overall
satisfaction on the installation (to include their health, safety, and morale).
We conducted one pretest focus group and made some revisions to the
focus group guide accordingly. Methodologically, focus groups are not

"Sustainment is funded primarily with operation and maintenance appropriations, while
recapitalization—which includes restoration, modernization, and replacement—is funded
primarily with both operation and maintenance and military construction appropriations.
This report is focused on the operation and maintenance appropriations for sustainment,
restoration, and modernization, because the amount of funding specifically requested for
recapitalization is not readily identifiable within DOD’s military construction budget
materials. For the purposes of this report, we use the word “spent” to refer to the amount
of funding obligated by the services for sustainment, restoration, and modernization
activities.
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designed to (1) demonstrate the extent of a problem or to generalize
results to a larger population, (2) develop a consensus to arrive at an
agreed-upon plan or make decisions about what actions to take, or (3)
provide statistically representative samples or reliable quantitative
estimates. Instead, they are intended to generate information about the
reasons for the focus group participants’ attitudes on specific topics and
to offer insights into their concerns about and support for an issue. The
projectability of the information produced by our focus groups is limited,
since the information includes only the responses of those military and
civilian personnel responses from the 16 selected groups and therefore
only includes their specific experiences with the facilities they have used.
Other personnel who did not participate in our focus groups or who are
located at different installations may have different experiences. Due to
these limitations, we did not rely entirely on focus groups, but rather used
multiple methodologies to corroborate and support our conclusions—to
include interviewing public works personnel and touring facilities at each
of the eight installations we visited, as described above.

We visited or contacted the following offices and locations during our
review. Unless otherwise specified, these organizations are located in or
near Washington, D.C.:

Office of the Secretary of Defense
« Office of the Assistant Secretary of Defense for Energy, Installations,
and Environment

« Office of the Under Secretary of Defense (Comptroller)

« Office of the Secretary of Defense Cost Assessment and Program
Evaluation

Army

« Office of the Assistant Chief of Staff for Installation Management

« United States Army Corps of Engineers, Construction Engineering
Research Laboratory, Champaign, lllinois

e U.S. Army Installation Management Command, Fort Sam Houston,
Texas

o Aberdeen Proving Ground, Aberdeen, Maryland

« Fort Leavenworth, Fort Leavenworth, Kansas
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Navy

« Office of the Deputy Chief of Naval Operations (Fleet Readiness and
Logistics), Fleet Readiness Division

« Commander, Navy Installations Command

« Naval Facilities Engineer Command

« Naval Station Norfolk, Norfolk, Virginia

« Naval Air Station Pensacola, Pensacola, Florida

Air Force

« Headquarters, Department of the Air Force, Logistics and Installations
« Air Force Civil Engineer Center, San Antonio, Texas

« Eglin Air Force Base, Eglin Air Force Base, Florida

« Whiteman Air Force Base, Whiteman Air Force Base, Missouri

Marine Corps

e Marine Corps Installation Command
e Marine Corps Base Camp Lejeune, Camp Lejeune, North Carolina
e Marine Corp Air Station Cherry Point, Cherry Point, North Carolina

We conducted this performance audit from May 2015 to June 2016 in
accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.
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Appendix Il: Methodologies for Calculating
Facility Condition Ratings and the Recorded
Ratings for Fiscal Years 2013 and 2014

The following sections describe (1) methodologies used by the services to
calculate facility condition ratings prior to fully implementing the
standardized process called for in the 2013 OSD policy memorandum;’
and (2) the condition of government-owned facilities in each service’s
inventory as recorded in DOD’s Real Property Assets Database at the
completions of fiscal years 2013 and 2014.

Army

Personnel at Army installations are responsible for assessing the
condition of Army facilities. These personnel are to be regular users of the
facilities they assess and are to receive annual training on conducting
condition assessments.? The occupant’s assessment is entered into an
Army database, where this information is used to calculate a condition
rating for facilities. Army officials stated that these condition ratings are
recorded in DOD’s Real Property Assets Database. Figure 7 shows the
recorded condition of government-owned facilities in the Army’s inventory
at the completions of fiscal years 2013 and 2014.

"The Under Secretary of Defense for Acquisition, Technology, and Logistics
Memorandum, Standardizing Facility Condition Assessments (Sept. 10, 2013).

This Army-wide process for assessing and reporting the condition of Army facilities is
referred to as the Installation Status Report-Infrastructure program.
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Appendix lI: Methodologies for Calculating
Facility Condition Ratings and the Recorded
Ratings for Fiscal Years 2013 and 2014

Figure 7: Percentage of the Army’s Facility Inventory by Condition Rating for Fiscal

Years 2013 and 2014
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Note: These percentages apply to facilities in the Army’s inventory that are owned by the U.S.
government and are in terms of plant replacement value. Numbers may not total to 100 percent due

to rounding.

Navy

Public works personnel at Navy installations are responsible for
assessing the physical condition of facilities. Navy officials stated that
they use the standardized process for assessing the condition of
buildings, but that the condition ratings for Navy buildings as of fiscal year
2014 were based on a weighted average of the physical condition ratings

Page 40

GAO-16-662 Defense Facility Condition



Appendix lI: Methodologies for Calculating
Facility Condition Ratings and the Recorded
Ratings for Fiscal Years 2013 and 2014

for each of the buildings’ components and not yet based on the estimated
deferred maintenance and repair costs for each building, as required by
0OSD’s 2013 memorandum. Figure 8 shows the recorded condition of
government-owned facilities in the Navy’s inventory at the completions of
fiscal years 2013 and 2014.

Figure 8: Percentage of the Navy’s Facility Inventory by Condition Rating for Fiscal

Years 2013 and 2014
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Note: These percentages apply to facilities in the Navy’s inventory that are owned by the U.S.
government and are in terms of plant replacement value. Numbers may not total to 100 percent due

to rounding.
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Facility Condition Ratings and the Recorded
Ratings for Fiscal Years 2013 and 2014

Air Force Air Force officials stated that condition ratings in DOD’s Real Property
Assets Database may reflect the prior method used by the Air Force to
rate their facilities, which was based on work orders submitted to public
works personnel at installations for facility repairs. As a result, a facility
without a work order was rated at 100, regardless of the actual condition
of the facility. The Air Force expects to replace this method as it continues
to implement the standardized process. Figure 9 shows the recorded
condition of government-owned facilities in the Air Force’s inventory at the
completions of fiscal years 2013 and 2014.
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Facility Condition Ratings and the Recorded
Ratings for Fiscal Years 2013 and 2014

Figure 9: Percentage of the Air Force’s Facility Inventory by Condition Rating for
Fiscal Years 2013 and 2014
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Note: These percentages apply to facilities in the Air Force’s inventory that are owned by the U.S.
government and are in terms of plant replacement value. Numbers may not total to 100 percent due

to rounding.

Marine Corps

According to the Marine Corps installation command, the Marine Corps
uses contractors and installation personnel to assess the condition of
their installation facilities. Officials stated that, similar to the Navy, the
Marine Corps has been recording a different type of rating produced by
the standardized process, but that it started recording standardized facility
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Facility Condition Ratings and the Recorded
Ratings for Fiscal Years 2013 and 2014

condition ratings in fiscal year 2015. Figure 10 shows the recorded
condition of government-owned facilities in the Marine Corps’ inventory at
the completions of fiscal years 2013 and 2014.

Figure 10: Percentage of Marine Corps’ Facility Inventory by Condition Rating for
Fiscal Years 2013 and 2014
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Note: These percentages apply to facilities in the Marine Corps’ inventory that are owned by the U.S.
government and are in terms of plant replacement value. Numbers may not total to 100 percent due
to rounding.
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Appendix llI: Facilities Sustainment Reported
Funding—Required, Requested, and
Spent—for Fiscal Years 2009 through 2016

Figures 11 through 14 show the amounts that each service reported

requesting and spending,’ in operation and maintenance funding, on
facilities sustainment for fiscal years 2009 through 2016, as compared
with the estimated requirements generated by DOD’s facilities
sustainment model for each fiscal year, as well as DOD’s goal for the
services to annually request at least 90 percent of those estimated
requirements.

Figure 11: Army’s Facilities Sustainment Reported Funding—Required, Requested, and Spent—for Fiscal Years 2009 through

2016 (in $millions)
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Source: GAO analysis of Department of Defense data. | GAO-16-662

Note: The funding represented in this figure is from DOD’s operation and maintenance budget
account. The amount of facilities sustainment funding spent in fiscal years 2015 and 2016 was not
available at the time of our review. Additionally, the amount of funding that was appropriated for
sustainment was not available in DOD’s budget documents for each fiscal year, so we were unable to
fully determine the extent to which the amount of sustainment funding appropriated each year was a
factor in whether the services spent more or less than requested. Furthermore, subject to law and
DOD financial management regulations, DOD has the authority to transfer funds between
appropriation accounts and to reprogram funds within an appropriation account, which could also be

a factor in whether the services spent more or less than requested.

"For the purposes of this report, we use the word “spent” to refer to the amount of
operation and maintenance funding obligated by the services for sustainment activities.
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for Fiscal Years 2009 through 2016

Figure 12: Navy’s Facilities Sustainment Reported Funding—Required, Requested, and Spent—for Fiscal Years 2009 through
2016 (in $millions)
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Source: GAO analysis of Department of Defense data. | GAO-16-662

Note: The funding represented in this figure is from DOD’s operation and maintenance budget
account. The amount of facilities sustainment funding spent in fiscal years 2015 and 2016 was not
available at the time of our review. Additionally, the amount of funding that was appropriated for
sustainment was not available in DOD’s budget documents for each fiscal year, so we were unable to
fully determine the extent to which the amount of sustainment funding appropriated each year was a
factor in whether the services spent more or less than requested. Furthermore, subject to law and
DOD financial management regulations, DOD has the authority to transfer funds between
appropriation accounts and to reprogram funds within an appropriation account, which could also be
a factor in whether the services spent more or less than requested.
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Figure 13: Air Force’s Facilities Sustainment Reported Funding—Required, Requested, and Spent—for Fiscal Years 2009
through 2016 (in $millions)
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Note: The funding represented in this figure is from DOD’s operation and maintenance budget
account. The amount of facilities sustainment funding spent in fiscal years 2015 and 2016 was not
available at the time of our review. Additionally, the amount of funding that was appropriated for
sustainment was not available in DOD’s budget documents for each fiscal year, so we were unable to
fully determine the extent to which the amount of sustainment funding appropriated each year was a
factor in whether the services spent more or less than requested. Furthermore, subject to law and
DOD financial management regulations, DOD has the authority to transfer funds between
appropriation accounts and to reprogram funds within an appropriation account, which could also be
a factor in whether the services spent more or less than requested.
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|
Figure 14: Marine Corps’ Facilities Sustainment Reported Funding—Required, Requested, and Spent—for Fiscal Years 2009

through 2016 (in $millions)
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[ ] Requested 492.0 553.0 558.0 593.0 615.0 654.5 498.8 597.0
- Spent 513.0 620.0 668.0 665.1 630.7 695.8 S S

Source: GAO analysis of Department of Defense data. | GAO-16-662

Note: The funding represented in this figure is from DOD’s operation and maintenance budget
account. The amount of facilities sustainment funding spent in fiscal years 2015 and 2016 was not
available at the time of our review. Additionally, the amount of funding that was appropriated for
sustainment was not available in DOD’s budget documents for each fiscal year, so we were unable to
fully determine the extent to which the amount of sustainment funding appropriated each year was a
factor in whether the services spent more or less than requested. Furthermore, subject to law and
DOD financial management regulations, DOD has the authority to transfer funds between
appropriation accounts and to reprogram funds within an appropriation account, which could also be
a factor in whether the services spent more or less than requested.
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OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE

3400 DEFENSE PENTAGON
WASHINGTON, DC 20301-3400

ENERGY,
AND ENVIRONMENT APR 15 2016

Mr. Brian Lepore

Director, Defense Capabilities and Management
U.S. Government Accountability Office

441 G Street, N.W.

Washington, DC 20548

The public version of
this report is numbered
Dear Mr. Lepore: GAO-16-662.

This is the Department of Defense (DoD) response to the GAO Draft Report 16-369C,
“Defense Facility Condition: Revised Guidance Needed to Improve Oversight of Assessments
and Ratings” dated March 14, 2016 (GAO Code 100115). The singular recommendation in this
report is as follows:

To improve OSD's oversight of the services' progress in implementing the standardized
process for assessing facility conditions and recording facility condition ratings based on
that process, we recommend that the Assistant Secretary of Defense for Energy,
Installations, and Environment revise its guidance to clarify how - either in DoD's Real
Property Assets Database or by some other mechanism - the services are to indicate when
a facility condition rating recorded in DoD's Real Property Assets Database is based on
the standardized process.

We partially concur with the GAO; our facility condition ratings should be based on a
standardized process. However, the Sustainment Management System (SMS) is the standardized
process already in use.

The Office of the Assistant Secretary of Defense for Energy, Installations, and
Environment (OASD(EI&E)) does not use the Real Property Assets Database (RPAD) to
manage or oversee the Military Services’ progress in inspecting their respective facility
inventories. The RPAD reflects an annual snapshot of the DoD’s facility inventory and the
resulting consolidation of data is used for reporting to external entities such as the Office of
Management and Budget or Congress.

For day-to-day management and oversight of facility condition, the Military Services and
OASD(EI&E) offices use the SMS. In September 2013, the Under Secretary of Defense for
Acquisition, Technology and Logistics issued facility inspection policy designating SMS as the
single facility inspection tool/process for DoD. Among many other data elements that the
Services and OSD can query, the SMS contains the date of the latest inspection and condition
data on each facility component inspected. The facility inspection policy gave the Military
Services five years to inspect their facility inventories using the SMS. During this transition
period, assets tracked in the RPAD may have Facility Condition Index (F CI) scores that reflect
both SMS processes and previously used processes.
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The Department instituted an annual review of all assets that fall below 60 percent FCI
regardless of the process used to arrive at the FCI. OASD(EI&E) is also conducting periodic
implementation reviews with the Military Services to ensure they are making appropriate
progress implementing the facility inspection policy. These reviews use data directly from the
SMS and not the RPAD since the SMS reflects real time data and is more reliable for program
management oversight.

Thank you for the opportunity to respond. We continue to appreciate the good working
relationship that exists between our staffs and look forward to continuing this in the future. Our
point of contact is Captain Steve Donley, at 703-571-9082, or stephen.j.donley.mil@mail.mil.

Sincerely,

Deputy Assistant Secretary of Defense (Basing)
Performing the Duties of the Assistant Secretary of Defense
(Energy. Installations, and Environment)
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Staff In addition to the contact named above, Gina Hoffman (Assistant
Director), Tracy Barnes, Ronald Bergman, Justin Fisher, Chaneé Gaskin,

Acknowledgments Amie Lesser, Geoffrey Peck, Michael Silver, Cheryl Weissman, and Nell
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OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE

3400 DEFENSE PENTAGON

WASHINGTON, DC 20301-3400

ENERGY, INSTALLATIONS, AND ENVIRONMENT

Mr. Brian Lepore

Director, Defense Capabilities and Management

U.S. Government Accountability Office

441 G Street, N.W.

Washington, DC 20548

Dear Mr. Lepore:

This is the Department of Defense (DoD) response to the GAO Draft
Report 16-369C, "Defense Facility Condition: Revised Guidance Needed
to Improve Oversight of Assessments and Ratings" dated March 14, 2016
(GAO Code 100115). The singular recommendation in this report is as
follows:

To improve OSD's oversight of the services' progress in implementing the

standardized process for assessing facility conditions and recording
facility condition ratings based on that process, we recommend that the
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Assistant Secretary of Defense for Energy, Installations , and
Environment revise its guidance to clarify how - either in DoD's Real
Property Assets Database or by some other mechanism - the services
are to indicate when a facility condition rating recorded in DoD's Real
Property Assets Database is based on the standardized process.

We partially concur with the GAO; our facility condition ratings should be
based on a standardized process. However, the Sustainment
Management System (SMS) is the standardized process already in use.

The Office of the Assistant Secretary of Defense for Energy, Installations,
and Environment (OASD(EI&E)) does not use the Real Property Assets
Database (RPAD) to manage or oversee the Military Services' progress in
inspecting their respective facility inventories. The RPAD reflects an
annual snapshot of the DoD's facility inventory and the resulting
consolidation of data is used for reporting to external entities such as the
Office of Management and Budget or Congress.

For day-to-day management and oversight of facility condition, the
Military Services and OASD(EI&E) offices use the SMS. In September
2013, the Under Secretary of Defense for Acquisition, Technology and
Logistics issued facility inspection policy designating SMS as the single
facility inspection tool/process for DoD. Among many other data elements
that the Services and OSD can query, the SMS contains the date of the
latest inspection and condition data on each facility component inspected.
The facility inspection policy gave the Military Services five years to
inspect their facility inventories using the SMS. During this transition
period, assets tracked in the RPAD may have Facility Condition Index
(FCI) scores that reflect both SMS processes and previously used
processes.

Page 2

The Department instituted an annual review of all assets that fall below 60
percent FCI regardless of the process used to arrive at the FCI.
OASD(EI&E) is also conducting periodic implementation reviews with the
Military Services to ensure they are making appropriate progress
implementing the facility inspection policy. These reviews use data
directly from the SMS and not the RPAD since the SMS reflects real time
data and is more reliable for program management oversight.

Thank you for the opportunity to respond. We continue to appreciate the
good working relationship that exists between our staffs and look forward
to continuing this in the future. Our point of contact is Captain Steve
Donley, at 703-571 -9082, or stephen.j.donley.mil@mail.mil.
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Sincerely,
Peter Potochney
Deputy Assistant Secretary of Defense (Basing)

Performing the Duties of the Assistant Secretary of Defense (Energy,
Installations, and Environment)

'
Data Tables Data Table for Figure 1: Total Service Facilities Sustainment Reported Funding—
Required, Requested, and Spent—for Fiscal Years 2009 through 2016 (in $millions)

Spent( in percent) Requested(in percent)
"2009" 79 86
"2010" 82 86
"2011" 84 83
"2012" 85 82
"2013" 65 84
"2014" 82 79
"2015" N/A 64
"2016" N/A 79

_____________________________________________________________________________________|]
Data Table for Figure 7: Percentage of the Army’s Facility Inventory by Condition
Rating for Fiscal Years 2013 and 2014

Condition Category 2013 2014
Good 55 53
Fair 12 11
Poor 27 30
All facilities Failing 6 7
Good 63 60
Fair 11 11
Poor 21 23
Buildings Failing 5 6
Good 39 40
Fair 10 11
Poor 46 44
Structures Failing 5 5
Linear structures Good 34 32
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Condition Category 2013 2014
Fair 15 12
Poor 39 45
Failing 12 11

Data Table for Figure 8: Percentage of the Navy’s Facility Inventory by Condition
Rating for Fiscal Years 2013 and 2014

Condition Category 2013 2014
Good 41 38
Fair 17 19
Poor 30 31
All facilities Failing 12 12
Good 33 29
Fair 21 24
Poor 33 34
Buildings Failing 13 12
Good 45 45
Fair 11 11
Poor 29 31
Structures Failing 14 13
Good 59 59
Fair 12 11
Poor 20 21
Linear structures Failing 8 8

|
Data Table for Figure 9: Percentage of the Air Force’s Facility Inventory by
Condition Rating for Fiscal Years 2013 and 2014

Condition Category 2013 2014
Good 80 80
Fair 8 8
Poor 6 6

All facilities Failing 6 6
Good 78 75
Fair 10 11

Buildings Poor 7 8
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Condition Category 2013 2014
Failing 6 7
Good 94 95
Fair
Poor
Structures Failing
Good 78 87
Fair 7 4
Poor 7 4
Linear structures Failing 9 5

|
Data Table for Figure 10: Percentage of Marine Corps’ Facility Inventory by
Condition Rating for Fiscal Years 2013 and 2014

Condition Category 2013 2014
Good 38 30
Fair 33 36
Poor 20 31
All facilities Failing 8 3
Good 44 29
Fair 24 29
Poor 22 37
Buildings Failing 10 4
Good 42 46
Fair 40 37
Poor 13 14
Structures Failing 5 4
Good 15 17
Fair 61 57
Poor 22 24
Linear structures Failing 2 2

Data Table for Figure 11: Army’s Facilities Sustainment Reported Funding—
Required, Requested, and Spent—for Fiscal Years 2009 through 2016 (in $millions)

Spent( in percent) Requested(in percent)
"2009" 72 89
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Spent( in percent) Requested(in percent)
"2010" 70 88
"2011" 69 75
"2012" 85 90
"2013" 63 92
"2014" 66 80
"2015" N/A 63
"2016" N/A 80

|
Data Table for Figure 12: Navy’s Facilities Sustainment Reported Funding—
Required, Requested, and Spent—for Fiscal Years 2009 through 2016 (in $millions)

Spent(in percent) Requested(in percent)
"2009" 82 90
"2010" 94 91
"2011" 107 91
"2012" 88 80
"2013" 57 81
"2014" 79 80
"2015" N/A 70
"2016" N/A 84

________________________________________________________________________________|]
Data Table for Figure 13: Air Force’s Facilities Sustainment Reported Funding—
Required, Requested, and Spent—for Fiscal Years 2009 through 2016 (in $millions)

Spent(in percent) Requested(in percent)
"2009" 84 82
"2010" 86 81
"2011" 84 86
"2012" 80 73
"2013" 69 76
"2014" 105 74
"2015" N/A 59
"2016" N/A 76
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|
Data Table for Figure 14: Marine Corps’ Facilities Sustainment Reported Funding—
Required, Requested, and Spent—for Fiscal Years 2009 through 2016 (in $millions)

Spent(in percent) Requested(in percent)
"2009" 86 83
"2010" 94 84
"2011" 101 85
"2012" 95 85
"2013" 87 85
"2014" 89 84
"2015" N/A 70
"2016" N/A 76
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	In 2015, the Acting Assistant Secretary of Defense for Energy, Installations, and Environment testified that DOD was accepting significant risk in its budget request for sustaining and recapitalizing facilities needing such work from among its nearly 562,000 facilities, whose plant replacement value DOD estimates as  880 billion.
	House Report 114-102 included a provision for GAO to review DOD’s facility sustainment and recapitalization efforts. This report: (1) evaluates the extent to which the services have made—and DOD can monitor—progress in meeting facility policy requirements; (2) identifies how much the services have spent for sustainment, restoration, and modernization, and have reported in deferred maintenance and repairs since fiscal year 2009; and (3) describes personnel’s perspectives on the effect of facility conditions on installation missions and quality of life. GAO reviewed policies; analyzed condition ratings, budget documents, and financial reports; interviewed installation officials; and held 16 focus groups at a non-generalizable sample of eight U.S. installations selected based on plant replacement value and other factors.
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	GAO recommends that DOD revise its guidance to clarify how the services are to indicate when a facility condition rating recorded in DOD’s Real Property Assets Database is based on the standardized process. DOD partially concurred, stating that it is taking other actions. GAO continues to believe, as discussed in the report, that the recommendation is valid.

	 What GAO Found
	The military services have reported differing levels of progress in meeting Department of Defense (DOD) facility policy requirements, including implementing a standardized process for assessing facility conditions and recording condition ratings based on this process. The services are to implement the standardized process in part by assessing the condition of buildings, pavement, and rail using the same set of software tools. The Navy, Air Force, and Marine Corps have incorporated the standardized process into their procedures for assessing facility conditions across their installations, while the Army has piloted the standardized process at a limited number of installations. However, DOD cannot fully monitor the services’ implementation progress due to a lack of clarity in its guidance. For example, DOD guidance directs the services to assign a specific code in the department’s Real Property Assets Database to each facility with a condition rating based on the standardized process, but a separate database dictionary shows that this same code is to be used for a different purpose. As a result, DOD lacks assurance that facilities assigned this code have been assessed and rated based on the standardized process. Without revised guidance, DOD will be unable to fully monitor progress made in standardizing facility condition assessments and ratings.
	According to DOD, for fiscal years 2009 through 2014 the services annually spent about  40 billion of the estimated  51 billion (80 percent) needed to meet estimated facilities sustainment requirements; spent about  3 billion on facilities restoration and modernization; and reported about  100 billion in deferred maintenance and repairs. DOD has established a goal for the services to submit annual budget requests for at least 90 percent of the funds needed to meet estimated facilities sustainment requirements. However, the services’ operation and maintenance budget requests did not meet that goal in fiscal years 2014 through 2016. DOD officials stated that the services were granted permission in the past few years to submit budget requests that did not meet the 90 percent budgeting goal in order to fund other priorities, but that continuing not to meet the goal increases the risk of facility deterioration in the future.
	Public works personnel at the eight installations GAO visited stated that they prioritize maintenance and repairs for facilities that most directly relate to their installations’ missions, but also gave examples of facility conditions that are negatively affecting the ability of some installations to efficiently conduct operations. For example, officials at one installation showed GAO a shooting range that was closed due to its exhaust system not working properly, resulting in additional costs to transport personnel to another location for training. Focus group participants and public works personnel at these eight installations also reported that facility conditions affect the quality of life, or overall satisfaction, of installation personnel. Participants reported experiencing problems with facilities’ heating and cooling systems, leaking roofs and windows, and mold and mildew.
	This is a public version of a sensitive report GAO issued previously. It excludes sensitive information on the relationship between recorded facility condition ratings and reported installation readiness levels.
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	Services Have Reported Spending Billions for Sustainment, Restoration, and Modernization, and Reported about  100 Billion Annually in Deferred Maintenance and Repairs
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	The Air Force requested 76 percent and spent 85 percent of estimated facilities sustainment requirements. The Air Force’s operation and maintenance budget request was less than DOD’s 90 percent budgeting goal in fiscal years 2009 through 2016.
	The Marine Corps requested 81 percent and spent 92 percent of estimated facilities sustainment requirements. The Marine Corps’ operation and maintenance budget request was less than DOD’s 90 percent budgeting goal in fiscal years 2009 through 2016.
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	Personnel Reported Prioritizing Mission-Critical Facilities for Repair and Being Affected by Facility Conditions
	Installation Personnel at Selected Installations Reported Prioritizing Mission-Critical Facilities for Repair
	Figure 2: Damaged Dock at Naval Station Norfolk
	Heating and Cooling – Participants in each of the focus groups reported having issues with heating and air conditioning systems, causing it to be either too hot during the summer or too cold during the winter. For example, at a Navy installation a participant stated that in the summer they needed fans to cool the space and in the winter they needed additional clothing to warm up because the boiler went down or the air conditioning unit went down. At an Army installation a participant stated that in the office building the participant had been working in, the heating and air conditioning unit had not been working reliably for about 2 years—despite multiple attempts to repair it—and space heaters had to be used in the winter. An Air Force installation participant stated that the building’s heating, ventilation, and cooling unit leaked water through the wall into the participant’s office. During a tour of an educational facility at Eglin Air Force Base, officials told us that because the building’s cooling system provides air conditioning only to certain portions of the building, they have installed a portable air conditioning unit to cool the building during the summer (see figure 3).

	Installation Personnel at Selected Installations Reported That Facility Conditions Affect Quality of Life
	Figure 3: Portable Air Conditioning Unit at Eglin Air Force Base Education Center
	Roof and Window Leaks – Participants in 15 out of the 16 focus groups reported having issues with leaking roofs or windows, sometimes leading to water damage. For example, at one Marine Corps installation a participant said that a challenge at the participant’s work site is having the roof leak. The participant stated that water drips out of the ceiling into light fixtures and has caused ceiling tiles to fall on people’s desks. Participants stated that these types of roof and window leaks typically occurred when there was rainy weather. For example, at one Navy installation a participant stated that the windows constantly leak any time they have a significant rain storm, so they have to clean up the floor due to the leaking windows and water coming into the building. Additionally, while touring Fort Leavenworth, officials showed us an office building where the basement had been flooded due to rain causing a drainage pipe to back up. The drainage pipe had previously serviced a parking lot on top of which this part of the building had been constructed. Officials stated that personnel who were using this part of the building to develop Army training materials had to be moved to another location (see figure 4).
	Figure 4: Basement-Level Administrative Space Vacated Due to Summer 2015 Flooding at Fort Leavenworth
	Mold and Mildew – Participants in 15 out of 16 focus groups reported having issues with mold or mildew in installation facilities. Participants stated that these issues often resulted from the problems with the heating and cooling systems and the water damage caused by leaking roofs and windows. For example, at one Marine Corps installation a participant stated that after the air conditioning unit was turned off in a barracks, mold and mildew accumulated in the rooms. The participant said that when the Marines who had occupied the barracks returned from deployment they found that their uniforms and personal items were covered with mold and mildew. They submitted a claim for the government to replace these items. Participants stated that they believe the mold contributed to health issues in some cases. For example, at one Air Force installation a participant stated that mold was growing in their work building and had caused almost all of the occupants to get sick, while another participant reported having developed a rash that this participant attributed to mold. Additionally, while on a tour at Marine Corps Air Station Cherry Point, officials showed us a classroom inside of a hangar where mold had been found on picture frames, wall shelves, and desk items (see figure 5).
	Figure 5: Desk Items with Mold in Training Area at Marine Corps Air Station Cherry Point
	Figure 6: Barracks Vacated Due to Mold at Eglin Air Force Base
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