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Annual Operating Costs Goals and Targets

The ARS goals and targets in support of the annual operating costs performance measure are listed below.  The definition of annual operating costs (for property other than leased) consists of the following:

1) Recurring maintenance and repair costs;

2) Utilities (includes plant operation and purchase of energy);

3) Cleaning and/or janitorial costs (includes pest control, refuse collection and disposal to include recycling operations); and

4) Roads/grounds expenses (includes grounds maintenance, landscaping and snow and ice removal from roads, piers and airfields).

1.1.1 Goals for ARS Assets

ARS will work to achieve a level of annual operating cost that provides the necessary operations and services to achieve and maintain the Agency’s real property portfolio at a condition index of no less than 90 percent and ensure annual leased asset costs do not exceed the area industry standard cost at the time the lease is signed.
1.1.2 Target for Owned Buildings

In FY 2007, ARS began tracking the cost per square foot of annual operating costs in owned buildings.  To date operation and maintenance costs can not be pulled from Corporate Property Automated Information System (CPAIS); operation costs can only be viewed one asset at a time.  The next version of CPAIS, scheduled for release in the 1st Quarter, FY 2008, will have increased capability to analyze performance measure data.  ARS will be able to analyze FY 2007 operating costs at that time.
Below are the Department’s targets for annual operating costs per square foot. 
	Target Cost/SF
	Target Year

	$5.65
	FY 2007

	$5.75
	FY 2008

	$5.85  
	FY 2009


Cost Per Square Foot (SF) for Annual Operating Costs in Owned Buildings USDA-wide
Though we do not have access to our FY 2007 operating costs at this time, we know that ARS can not meet the Departments target listed above because of the higher energy requirements for many of our larger laboratories and animal research facilities.  Many of these facilities require energy consumption 24 hours a day, 7 days a week. 

Deferred Maintenance (DM) Strategy
An analysis of funding needs and current funding levels for ARS shows that it is unlikely that ARS will be able to reduce the aggregate amount of DM within the Agency for three reasons.  First, the amount of maintenance and repair funding ARS receives is only 35% of the amount recommended by the Federal Facilities Council (FFC) and our contractor, Whitestone Research.  This significant funding shortfall indicates that DM will continue to increase even if all available funding is focused solely on DM with no funds going to capital improvement work.  Until maintenance and repair funding reaches the industry standard levels recommended by the FFC, required maintenance will not be funded, as needed, and DM will increase as additional maintenance is deferred.  Second, ARS has accumulated a significant backlog of DM due to historic underfunding of maintenance and repair work.  Reducing this backlog while simultaneously providing preventive maintenance and meeting immediate repair needs is not feasible at current funding levels.  Third, ARS’ asset portfolio is aged and maintenance and repair needs are likely to increase in future fiscal years as system components (HVAC, roofing, electrical, etc.) reach and exceed their useful life and must be replaced.
However, ARS will work to limit the growth of the Agency’s DM backlog in excess of the inflation rate published as the commercial standard for facilities as shown below.

	Target Growth Not To Exceed
	Target Year

	3% + Infl. = 10-11%
	FY 2007

	3% + Infl. = TBD
	FY 2008

	3% + Infl. = TBD
	FY 2009


Limit Annual Growth Rate of Department's DM Costs USDA-wide
ARS contracts facility assessments and the estimating of DM. In FY 2006 and FY 2007 this task was completed by Whitestone Research.    ARS did not meet the FY 2007 Not to Exceed target of 11 percent.  ARS’ growth was 30 percent.    The 30 percent growth was not just a result of low funding for maintenance and repair needs plus inflation, but a result of more accurate DM cost information with the completion of additional facility assessments.  In FY 2007, onsite facility assessments were completed for an additional 10 percent of ARS facilities.  The model for the remaining assets was improved and continues to be made more accurate.
ARS has developed a DM plan that addresses the six action items below.

1. Prioritize Assets for Maintenance Funding

2. Set Targets for Condition Indices  

3. Specify Frequency of Condition Surveys    

4. Develop Disposal Plans 

5. Develop Standard Budget Exhibits

6. Provide Criteria/Guidance for Allocating Available Funding Between Capital Improvement, Maintenance and Repair, and Disposal Activities

These elements are tools/activities that ARS will pursue to fully characterize individual assets and the asset portfolio.  
1.1.3 Target for Leases
ARS examines its leasing actions each year and does not have leases that exceed the accepted published industry average for the respective market area.  ARS met the Department’s FY 2007 target for leases.
	Percentage of Leasing Actions Meeting Target
	Target Year

	80%
	FY 2007

	85%
	FY 2008

	90%
	FY 2009


Percentage of Leases Meeting the Criteria USDA-wide
Disposal and Rightsizing Goals and Targets

ARS has two performance measure goals and targets in support of this rightsizing effort and they are to improve the average utilization of the ARS portfolio and to reduce the number of unneeded assets. 
1.1.4 Utilization

Utilization is defined as the state of having been made use of, i.e., the rate of utilization.  Utilization for each of the five Building Predominant Use categories, in accordance with the Federal Real Property Council (FRPC) data dictionary dated August 4th, is defined as follows:

· Offices - ratio of occupancy to current design capacity

· Hospitals – ratio of occupancy to current design capacity 

· Warehouses – ratio of gross square feet occupied to current design capacity

· Laboratories – ratio of active units to current design capacity

· Housing – percent of individual units that are occupied.

Note that ARS does not have hospitals.
1.1.5 Utilization Goal
The goal of utilization is to continue to improve the average utilization of the ARS portfolio.  The Department’s target is to reduce the number of under-utilized and not-utilized assets in the inventory by percentages, based on the previous year’s General Services Administration (GSA) Performance Assessment Tool, as shown below.
	Reduction Target
	Target Year

	1%
	FY 2007

	1%
	FY 2008

	1%
	FY 2009


Percentage Reduction in Under/Not Utilized Assets USDA-wide
	Category
	Laboratory
	Warehouse
	Office
	Housing

	
	2006
(%)
	2007
(%)
	2006
(%)
	2007
(%)
	2006
(%)
	2007
(%)
	2006
(%)
	2007
(%)

	Over-Utilized
	373
(78)
	338 
(74)
	754
(84)
	736
(86)
	121
(75)
	113 

(76)
	-
	-

	Utilized
	30
(6)
	45
(10)
	85
(9)
	70
(8)
	16
(10)
	15
(10)
	37
(45)
	43
(52)

	Under-Utilized
	19

(4)
	37
(8)
	16
(2)
	20
(2)
	24
(15)
	21
(14)
	46
(55)
	39
(48)

	Not Utilized
	59
(12)
	39
(8)
	46
(5)
	34
(4)
	-
	-
	-
	-

	Total
	481
	459
	901
	860
	161
	149
	83
	82


ARS number of Buildings in Each Category
Overall ARS has reduced the number of real property assets in its portfolio, which ARS considers a step toward downsizing and reducing under and not utilized assets.    All ARS utilization numbers were updated in FY 2007 as a part of the 5-Year Real Property Physical Inventory.  
1.1.6 Disposal Plan
The Agency’s Disposal Plan is to reduce the number of unneeded assets in an effort to right-size the real property portfolio.  The Department’s target is to dispose of unneeded assets by the number and value listed below.
	Target
	Target Year

	342/$73,500,000
	FY 2007

	402/$162,000,000
	FY 2008

	491/$162,000,000
	FY 2009


Number and Value of Unneeded Assets Disposed of USDA-wide
Disposing of unneeded assets Department-wide will eliminate DM as shown below.

	Amount
	Fiscal Year

	$25,713,000
	FY 2007

	$33,684,000
	FY 2008

	$22,839,000
	FY 2009


Amount of DM Eliminated USDA-wide
	
	Disposed Assets
	Plant Replacement Value
	Deferred Maintenance Eliminated

	FY 2007
	43
	$12,090,587
	$1,106,237


ARS FY 2007 Actual Disposal Data
ARS exceeded its FY 2007 Disposal Plan target of 32 assets by removing 43 assets with a combined Plant Replacement Value (PRV) of $12,090,587 and $1,106,237 in DM.  This is due in part to ARS Headquarters setting aside $200,000 to assist in the disposal of unneeded assets.  ARS’ Disposal Plan has identified disposal targets of 42 assets in FY 2008 ($11,974,827 PRV, $964,617 DM) and 80 assets in FY 2009 ($28,713,651 PRV, $2,611,662 DM).  ARS will continue to utilize the General Services Administration (GSA) Performance Assessment (PA) Tool and CPAIS to identify assets with poor Performance Measures.  When ARS Headquarters funds are available, FD submits a request to the Areas for disposal candidates.  The Areas’ list of proposed disposal actions are reviewed by FD to identify assets on ARS’ Disposal Plan or the PA Tool list and then evaluates candidates using the Performance Measures in CPAIS.

As of November 2007, there are 158 ARS buildings identified as Excess in CPAIS.  Many of these buildings are located within existing ARS installations and cannot be declared excess to USDA or GSA.  ARS is working to dispose of the 158 buildings by declaring excess to GSA when possible, or demolition as funds become available.  
Condition Index Goals and Targets
The condition index (CI) is a general measure of the constructed asset’s condition at a specific point in time.  CI is calculated as the ratio of Repair Needs to PRV.  The formula is: CI = (1 - $repair needs/$PRV) x 100.  Repair need is the amount of funding necessary to ensure that a constructed asset is restored to a condition substantially equivalent to the originally intended and designed capacity, efficiency or capability.  PRV (or functional replacement value) is the cost of replacing an existing asset at today’s standards.

ARS is working to maintain its overall CI of its real property portfolio at 89 percent which meets USDA’s target.  ARS will also work to bring the buildings identified as mission critical to an average CI of ≥ 95 percent (based on the PA tool model) by FY 2009. 

	Average CI Target

USDA
	Target Year

	92
	FY 2007

	94
	FY 2008

	95
	FY 2009


Average CI of Mission Critical Buildings USDA-wide
	FY 2007 Results

	Asset Priority/Mission Dependency
	USDA CI FY 2007 Target
	ARS CI FY 2007 Reported Averages

	Mission Critical
	92%
	91 %

	Mission Dependent, not Critical
	88%
	88 %

	Not Mission Dependent
	88%
	93 %*


ARS FY 2007 Results for CI

*Note: Many Not Mission Dependent Assets are Residences.

ARS will evaluate the assets that do not meet the Department’s targets.   A review of the Mission Dependency code will be made to determine if the asset is still required.  ARS will target Mission Critical assets with low condition indexes for funding.  
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