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Executive Summary
USDA does not anticipate reducing the aggregate amount of deferred maintenance within the Department with current funding levels.  The Department can change the distribution of deferred maintenance within its asset portfolio ensuring mission priority assets are maintained in better condition than at their current state.  This can be accomplished by focusing limited resources on the highest priority assets and less on non-priority assets.
A deferred maintenance (DM) strategy has been developed by USDA to specify methods for improving the condition indices of priority assets and redistributing existing deferred maintenance to lower priority assets.  The strategy includes actions and tools that must be developed and implemented  to enable the Department to focus its limited funding on assets that are highest priority for mission attainment.  Agencies will develop implementation plans by the fourth quarter of fiscal year 2007 (Q4 FY2007).   The agencies can choose to put their implementation plans in their Building Block Plans, or have a separate document.  Agency implementation plans will, at a minimum, address the six action items described below, include target dates for completion of all items, and address how each agency intends to track and report data to the Department.  The six actions are:
1. Prioritize Assets for Maintenance Funding
2. Set Target 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
One major concern noted in development of this strategy is that USDA agencies lack a tool to record deferred maintenance estimates, update these estimates and document that deferred maintenance has been eliminated when work is completed because CPAIS does not have a functioning work item screen (except for Forest Service, which uses Infra). This means the FRPP required condition index data element cannot be updated and maintained current (because deferred maintenance values are static) and the elimination of deferred maintenance cannot be documented. The lack of functionality in the work item screen is a serious threat to agencies’ ability to demonstrate accomplishment to the OPPM.

Recommend that USDA appoints a subgroup to work on the capability of CPAIS to provide work item screen functionality.  Also, the subgroup should expand CPAIS to correlate programs with individual assets. This will provide data for agencies to better evaluate the mission dependency, condition index and other CPAIS data against program requirements. 

Deferred Maintenance Strategy
Introduction
A subgroup comprised of ARS, FS, APHIS and NRCS was established by the USDA Real Property Council in late January, 2007, to address the USDA Draft Goals and Targets for Performance Measures, TARGET 3: “USDA will work to reduce the level of deferred maintenance on its asset portfolio.”  The subgroup’s objective is to recommend a strategy (individual agencies will ultimately develop implementation plans) to use available funds in a Department-wide consistent, rationale and systematic manner to reduce the deferred maintenance of assets that are most important for USDA to meet its mission. If funding levels are sufficient, the strategy will also result in a reduction in the aggregate amount of deferred maintenance documented in CPAIS.  The strategy is comprised of specific actions and tools that must be developed and implemented for the Department to focus its limited funding on assets that are highest priority for mission attainment.  A list of relevant definitions is provided in the Appendix of this document. 

Deferred Maintenance Strategy Considerations
An analysis of funding needs and current funding levels across USDA agencies shows that it is unlikely that USDA will be able to reduce the aggregate amount of deferred maintenance within the Department for three reasons.  First, the amount of maintenance and repair funding USDA agencies receive is only 25% to 50% of the amount recommended by the Federal Facilities Council1.  This significant funding shortfall indicates that deferred maintenance will continue to increase even if all available funding is focused solely on deferred maintenance with no funds going to capital improvement work (see spreadsheet attachment to review calculation of funding deficit by landholding agency). Until maintenance and repair funding reaches the industry standard levels recommended by the Federal Facilities Council, required maintenance will not be funded as needed and deferred maintenance will increase as additional maintenance is deferred. Second, USDA agencies have accumulated a significant backlog of deferred maintenance 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, USDA’s 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. {NOTE: Stating that DM cannot be reduced will require that “Target 3” of the USDA Draft Goals and Targets for Performance Measures (12/21/06) be modified to eliminate a percent reduction target.}
USDA does not anticipate a meaningful increase in maintenance and repair funding in the near term; an actual reduction in aggregate deferred maintenance levels is therefore unlikely.  However, the Department does believe it can change the distribution of deferred maintenance within the portfolio to ensure that mission priority assets are maintained in better condition than they are currently.  The Department believes it can enhance the mission effectiveness and public service capabilities of its asset portfolio by developing and implementing new program activities and tools.  These activities and tools will allow the Department to focus facility funding on mission priority assets to realize mission effectiveness and public service improvements.  The result will be improvement to the condition indices of priority assets and a shift of existing deferred maintenance to low priority assets.
One major concern noted in development of this strategy is that USDA agencies lack a tool to record deferred maintenance estimates, update these estimates, and document that deferred maintenance has been eliminated when work is completed because they do not have a functioning work item screen in CPAIS (except for Forest Service, which uses Infra). This means that the FRPP required condition index data element cannot be updated and maintained current (because deferred maintenance values are static) and the elimination of deferred maintenance cannot be documented. The lack of functionality in the work item screen is a serious threat to agencies’ ability to implement the strategy proposed below and demonstrate accomplishment to the OPPM.

It is recommended that USDA immediately implement a subgroup to provide work item screen functionality in CPAIS.  Also, the subgroup should expand CPAIS to correlate programs with individual assets.  This will provide data for agencies to better evaluate the mission dependency, condition index, and other CPAIS data against program requirements. 

Deferred Maintenance Strategy 

USDA’s deferred maintenance strategy is to fully characterize the condition, mission priority, and funding needs of individual assets and the aggregate portfolio, and use this information to provide maintenance and capital improvement funding based upon an asset’s importance to fulfilling Departmental and agency mission and program requirements.  This strategy will not result in an absolute reduction in current deferred maintenance amounts, but over time it will shift the distribution of existing deferred maintenance to assets that are least important to mission attainment and public service requirements and improve the condition index of priority assets.

The Department will also move aggressively to dispose of assets that are no longer required to meet mission requirements.  This will help eliminate deferred maintenance associated with unneeded assets and reduce the growth rate of deferred maintenance.
Specific Deferred Maintenance Strategy Elements

The numbered elements below are new tools/activities the Department will pursue to fully characterize individual assets and the asset portfolio.  The purpose of implementing the numbered elements is to maximize the effectiveness of resource allocation and to implement Department-wide consistent principles, procedures, and requirements to systematically manage USDA’s assets based upon criticality, priority, and funding demands.  

Item 1: Prioritize Assets for Maintenance
Proposed Action: Develop a methodology to prioritize FRPP reported assets for maintenance funding to ensure mission priority assets are addressed first.
Purpose: USDA agencies will have a defensible system to prioritize assets for maintenance funding and deferred maintenance reduction.

Development Criteria:

1) USDA agencies will be able to generate comparative priority rankings

across asset types (buildings, recreation sites, research labs, dams, etc.) based upon asset mission priority by using FRPC guidance, the four FRPC performance measures, and any other data elements an individual agency deems necessary to develop its prioritization methodology.
2)   USDA agencies will be able to prioritize maintenance funding and deferred       maintenance reduction for assets within all mission categories (mission critical, mission dependent, not mission dependent).
Importance to Asset Management:Very High.        Target Completion Date: Q4 2007
Benefit: Prioritizing assets for maintenance and repair funding as a routine business practice will allow the USDA to allocate scarce resources to its highest priority assets, demonstrate a rationale plan to oversight bodies for fund allocation and DM reduction, and identify assets critical to long-range mission performance and reinvestment/replacement needs.  

Item 2: Set Target Condition Indices 
Proposed Action:  Specify condition index (CI) targets for, at a minimum, all three classes of FRPP mission dependency. 
Purpose: Develop and document CI targets based upon asset priority.  Demonstrate a rationale and defensible asset condition plan, with CI targets, based upon asset priority to mission attainment and public service goals.
Development Criteria: 
1)  CI targets must reflect importance of asset to Agencies mission.

2)  Current and projected funding levels should be considered to set CI targets.

3) USDA agencies can use different CI targets provided the targets are priority based.

Importance to Asset Management:  High.   
Target Completion Date: Q1 2008
Benefit: Setting CI targets allows the Agencies to track and demonstrate performance each fiscal year to document improvement, display asset condition versus target condition, and demonstrate the impact of funding levels on mission capability. NOTE: If this approach is taken it will require that “Target 2” of the USDA Draft Goals and Targets For Performance Measures (12/21/06) be  modified to show CI targets for, at a minimum, mission critical, mission dependent, and not mission dependent assets, by individual agency because Agencies can set their own targets.  
	Asset Priority
	CI Target
	CI Actual

	Mission Critical
	95%
	

	Mission Dependent, not Critical
	90%
	

	Not Mission Dependent
	75%
	


Item 3: Specify Frequency of Condition Surveys  

Action: Specify the frequency at which assets receive condition surveys based upon their priority (see item 1 above). As a minimum, all mission critical assets will receive a condition survey every five years.  All assets that are mission dependent or not mission dependent may receive a condition survey every 10 years, have a one time survey that is only updated for inflation on an annual basis, or be estimated parametrically using a limited number of actual assessments.
Purpose: Focus limited staff and financial resources on high priority assets.  Conserve agency capabilities for priority assets to ensure they are sustainable for ongoing mission support.
Development Criteria:
1)   Specified frequency should be based on anticipated funding level and asset priority with the goal of performing a condition survey on mission critical assets at least once every 5 years. 
Importance to Asset Management:  High.   
Target Completion Date: Q1 2008
Benefit: Conserve limited resources and staff time for management of the highest priority assets.
Item 4:  Develop Disposal Plans
Action: At the national level, develop a multi-year disposal schedule for the backlog of assets identified for disposal.

Purpose: Enable the agencies to define the pace of disposal and the amount of resources dedicated to it in a manner that supports Departmental objectives. 
Development Criteria:  

1) The schedule should include all assets that are currently identified for disposal.

2) Agencies will use a master planning processes, in conjunction with the USDA decision tree, to identify assets for disposal.
3) The results not older than 10 years of existing master planning processes may be used.  
Importance to Asset Management:  Medium.   
Target Completion Date: Q1 2008
Benefit: The agencies can estimate and document the resource level needed for disposal, thereby showing oversight bodies the need, and also define its own disposal schedule rather than having one imposed.

Item 5: Develop Standard Budget Exhibits 
Action: Develop standard budget exhibits to display funding for capital improvement, maintenance and repair, and disposal activities (the Whitestone multiyear planning process may be a basis for this item).
Purpose:  Provide standard documentation across the Department for requesting program funding.
Development Criteria:  

1) Procedure/guidance should be based upon the capital improvement and maintenance and repair needs for mission critical and mission dependent assets, and disposal needs.
2) Procedure should provide ability to assess relative importance of meeting CI targets for priority assets versus disposal and reinvestment.

Importance to Asset Management:  High. 
 
Target Completion Date: Q2 2008
Benefit: Written procedure will provide Department-wide consistency and a rational, defensible process for requesting funding levels for maintenance and repair and capital improvement.  It will also demonstrate the agencies are actively grappling with the competing needs of maintenance and investment and ultimately demonstrate when the level of funding provided is not adequate to meet the need. 
Item 6:  Provide Criteria/Guidance for Allocating Available Funding Between Capital Improvement, Maintenance and Repair, and Disposal Activities

Action: Develop standard national procedure/guidance for agencies to allocate funding between capital improvement, maintenance and repair and disposal of assets.  This procedure/guidance will incorporate many of the above actions as they are completed.  

Purpose:  Document that the agencies have a rational method for allocating funds between capital improvement, maintenance and repair, and disposal activities. Help agencies resolve competing claims for capital improvement, maintenance and repair, and disposal dollars in a manner that best supports the mission when insufficient funds exist to meet each need. 

Development Criteria:  

1) Procedure/guidance should be based upon the maintenance and repair need of mission critical and mission dependent assets and disposal.

2) Procedure should provide ability to assess relative importance of meeting CI targets for priority assets versus disposal and reinvestment.

Importance to Asset Management:  Medium 
Target Completion Date: Q2 2008
Benefit: Each agency will have a consistent and a rational, defensible process for allocating resources between capital improvement, maintenance and repair and disposal of assets. This allocation will be consistent with the principals in the Department’s Asset Management Plan.  It will also demonstrate the agencies are actively grappling with the competing needs of maintenance and investment and ultimately demonstrate that the level of funding provided is not adequate to meet the need. 

Deferred Maintenance Strategy Implementation

Each Agency is responsible for developing an implementation plan by fourth quarter of fiscal year 2007 (Q4 FY2007).   The plan will specify how the Agency will implement each of the six items contained in the strategy within its standard program operating procedures by the specified date.  The plan should note any instances where additional resources or Departmental support may be needed to facilitate implementation.  Additionally, any likely impacts to the condition of the asset portfolio should be noted as should any meaningful impacts to public service or mission capability.  If different procedures will be used to implement the plan for different asset types (for example, Forest Service will likely have different procedures for its road and facility assets) they should be described separately.

1. Federal Facilities Council, Budgeting for Facilities Maintenance and Repair Activities, Report Number 131, 1996.

Appendix
Deferred Maintenance: Deferred maintenance is the amount of funds necessary to ensure that a constructed asset is restored to a condition substantially equivalent to the originally intended and designed capacity, efficiency or capability. It is maintenance not performed when it should have been or was scheduled.  (Proposed by subgroup)

Real Property Asset: Federal real property is defined as any real property owned, leased, or otherwise managed by the Federal Government, both within and outside the United States, and improvements on Federal lands. (EO 13227)

Condition Index (CI): a general measure of the constructed asset’s condition at a specific point in time. The CI formula is : CI = (1- RN/PRV) x 100.  (From FRPC, 8/4/06).  

Repair Needs (RN): the amount necessary to ensure that a constructed asset is restored to a condition substantially equivalent to the originally intended and designed capacity, efficiency or capability. Agencies will initially determine repair needs based on existing processes, with a future goal to further refine and standardize the definition.  (From FRPC, 8/4/06)

Plant Replacement Value (PRV): the cost of replacing an existing asset at today’s standards. (From FRPC, 8/4/06)

Mission Critical Facilities:  without constructed asset or parcel of land, mission is compromised. (From FRPC, 8/4/06)

Facilities Acquisition:  Involves the construction, purchase, lease, in-grant, or gaining of real property assets by any other means, including all land, natural resources, anything growing on the land, buildings, structures, housing, stationary mobile facilities, network facilities, firmly attached and integrated equipment (such as light fixtures), plus all "interests" in the property such as easements or the right to mine minerals, drill for oil, or use water and airspace.  Includes design-related activities. (Proposed by Whitestone)
Facilities Operation: The process of ensuring that real property installation assets are functional on a daily basis — open, clean, safe, temperature-controlled (for buildings), and generally ready to be used by the users of the assets.  Includes activities required to monitor compliance with applicable laws (such as environmental laws or explosive safety regulations) and recycling activities, protection from fire and hazardous materials, grounds maintenance, pavement clearance, custodial and pest services, purchased utilities, and management of assets. (Proposed by Whitestone)
Facilities Sustainment: Includes maintenance and repair activities necessary to preserve and conserve installation assets in good condition.  Includes regularly scheduled preservation maintenance and predictable major repairs or replacements of asset elements.  Includes regular inspections, as well as periodic maintenance needed to prevent pollution and to conserve natural and cultural resources.  Includes sustainment activities required to ensure the safety and health of occupants. (Proposed by Whitestone)
Facilities Recapitalization: Involves the restoration and/or modernization of assets.  Restoration includes repair and replacement work to restore damaged installation assets. Modernization includes alteration of assets to implement new or higher standards, or to accommodate new functions.  Includes environmental restoration as well as modernization of facilities and other installation assets required to comply with environmental and safety laws.  (Proposed by Whitestone)
Facilities Disposal: Involves demolition, deconstruction, sale, out-lease, transfer, gift, or removal of assets from the asset inventory by any other means. (Proposed by Whitestone)
Mothballing: Temporarily closing an asset for a period of months or years until it is reopened for use or disposed of.  Closure must mitigate any potential for public safety or nuisance issues (fencing, warning signs), eliminate operational expenses (utilities), and in the case of buildings ensure entry is not allowed. 
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