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Good day, Mr. Chairman and members of the Committee, | am Robert B.
Pirie, Jr., Assistant Secretary of the Navy (Installations and Environment). |
appreciate the opportunity to speak to you today on the Department of the
Navy's (DON) installations and facilities program.

My statement today will cover these areas:
The infrastructure budget;
Program highlights for family housing, military construction, real property
maintenance, and Base Realignment and Closure (BRAC);
Infrastructure efficiency efforts.

THE INFRASTRUCTURE BUDGET

A Perspective

| am quite pleased with our FY-2001 infrastructure budget. Itis, on
balance, the strongest budget submitted to the Congress during my nearly 7-year
tenure in this position. Our military construction, family housing, real property
maintenance, and base closure accounts are in sum above last year’s budget
request.

This budget builds on the significant additions supported by this
Committee in last year’s budget; it represents a 2-percent increase over last
year’s enacted level. The military construction budget request is larger than at
anytime since 1992; our family housing construction request has not been
exceeded since 1997; our base closure account represents the largest single-year
effort we have ever made to clean up contamination on our closed bases, thereby
helping communities turn these bases into economic engines for local
redevelopment and job creation. We are embarking on a new quality of life
initiative for our shipboard Sailors.

Basic Allowance for Housing (BAH) is outside of the infrastructure
budget, but it directly affects our ability to adequately house our Sailors,
Marines and their families. As you know, BAH is a housing stipend paid to the
military member. | strongly support the Secretary of Defense’s initiative to
reduce out-of-pocket expenses, now 19 percent, to 15 percent in FY-2001, and
eliminate it entirely by FY-2005. The BAH increases will make housing more
affordable for our members and their families, and help reduce the inequity
between those living in government quarters (no out-of-pocket expenses) and
those living in the private sector.

This success at the budget table is a result of the continued commitment to
quality of life by the Secretary of the Navy, the Chief of Naval Operations, and
the Commandant of the Marine Corps. As the Department of the Navy, and



indeed the Department of Defense as a whole, struggles to attain the proper
balance between short-term needs (e.g., readiness, personnel, quality of life) and
long-term needs (e.g., modernization of weapon systems), we are putting into
place strong programs to support our people where they live and where they

work.

Let me
describe our budget
highlights in more
detail.

Compared with
Overall DON
FY-2000 Budget
The Department of
the Navy
installation budget
includes these
appropriations:
Military
Construction, Navy
(MCON); Military
Construction, Naval
Reserve (MCNR);

INSTALLATION FUNDING

$7.9 BILLION IN FY 2001 PROGRAM
8.6% OF THE TOTAL DON BUDGET
(MILCON / QOLE,D / RPM / BOS / ENV)
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| $2.5 BILLION MILCON PROGRAM - INCLUDES MCON, MCNR, FAMILY HOUSING, AND BRAC |

Family Housing, Navy and Marine Corps (FHN); Base Realignment and Closure
(BRAC); and Environmental Restoration, Navy. Base operations support and
real property maintenance functions are included in the Operation and
Maintenance accounts. In aggregate, our FY-2001 installation program totals
$7.9 billion, or about 8.6 percent of the DON FY-2000 budget of nearly $92

billion.

Compared with
FY-2000

Our FY-2001
installation program
(MCON, MCNR,
FHN, BRAC) of $2.5
billion is 7 percent
more ($166 million)
than the FY-2000
enacted level of $2.34
billion, and 15
percent more ($329
million) than our FY-
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2000 budget request of $2.18 billion.

A large portion of this increase is in the BRAC account. It is the remnant
of last year’s Advance Appropriation request.

You will recall

that last year’s budget
request proposed the
use of Advance

. $1,000 -
Appropriations for all —&— Pre-Incremental funding
Department of Defense (Pres Budget FY-2000)
?OnStrl_’ICtlon accounts, —— Post-Incremental funding
including BRAC. That (Pres Budget FY-2001)

budget request shifted 3500

large portions of the FY- $250

2000 appropriation ¥ \x.\._.
request to FY-2001.
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million) of the

Department of the Fscal Year
Navy’s FY-2000 BRAC
budget request was

$ Millions

$750

moved to FY-2001. The Congress rejected the use of this financing technique,
and added money to fully fund military construction, and family housing
construction and improvement projects. However, no such funds were added
to make the BRAC account whole. The result is that we are left with a much
smaller BRAC program in FY-2000 than we needed, and a seemingly high BRAC
request in FY-2001. Nearly all of the BRAC funding is for time-critical cleanup
of contamination at closed bases to support property disposal and community

reuse efforts. Because of the distortion
caused by last year’s Advance Appropriation

request, | ask that you look at our FY-2001 Navy projects

Military Construction,

BRAC program as a two-year (FY-2000 and —

FY-2001) window. | will explain in more 30%
detail the importance of this funding and
how we are managing program execution
later in my statement.

Our military construction (active and o 38%

reserve) request, though below last year’s 2%

Ops & Trng

enacted level, is nearly on par with last year’s
authorization request, which was highly leveraged due to Advance
Appropriations. Our FY-2001 appropriation request of $769 million is the largest
we have submitted during this Administration. The Military Construction,



Navy request comprises 49 projects totaling $552 million for the Navy, and 19
projects totaling $130 million for the Marine Corps. It also includes $8 million in
unspecified minor construction, and $63 million in planning and design. Most
of the projects are for operational, maintenance and training facilities, barracks,
and other quality of life projects. The Military Construction, Naval Reserve
request comprises six Navy projects totaling $8 million and one Marine Corps
project of $6.4 million. It also includes $2 million in planning and design funds.

Our FY-2000 Family Housing program is summarized in the following
table. We have renewed

our commitment to the FY-2000 | FY-2001 | FY-2001
new construction Enacted | Request | Homes
program as we proceed (M) (M)

with our privatization Corl]\lSter\;]/C(t:igr?struction [$§29§? [$i%2-35]3 861
efforts. O ur budget Improvements [$187.7] | [$183.5] 2,292
request includes funds Planning & Design [$17.6] | [$20.0]

for six Navy and two Operations & Maintenance $741.4 | $739.9

Marine Corps housing Leasing $1453 |  $142.7 7,446
construction projects. Total Family Housing, $1,226 $1,245

All are for enlisted Navy & Marine Corps

personnel, and all

located in the United States. We are not requesting any funds in the Department
of Defense Family Housing Improvement Fund, relying on prior year
construction and improvement funds to proceed with our pilot privatization
efforts. Our Family Housing Operations and Maintenance request declines
primarily due to inventory reductions of about 600 homes and reduced utility
costs due to energy conservation measures. The reduction in leasing is due to
expected delays in individual leases at six locations in Europe.

Our FY-2001 Real Property Maintenance (RPM) request of $1.7 billion is
$276 million above the FY-2000 level. RPM funds in the Operation and
Maintenance account are for repairs, preventive and recurring maintenance,
minor construction and centrally managed demolition. Despite putting more
money into this program, | must note that our backlog of Maintenance and
Repair Projects is projected to grow by $237 million, crossing the $4 billion
threshold in FY-2001. The Department of Defense has not requested any funds
in FY-2001 for the Quality of Life Enhancements, Defense account.

Elimination of Contingency Funding

While there are many positive aspects of our program, two items will lead
to execution challenges. The Department of Defense has opted to eliminate all
contingency funding in our military construction, family housing construction,
and family housing improvement projects for FY-2001 and future years. A total
of $52 million was cut from our construction projects. Previously, the budget



cost of each project included a 5 percent allowance to cover construction
uncertainties such as unknown subsurface conditions, unfavorable bid climate,
material cost changes, or requirements that are discovered after the design is
completed. (As you know, the construction cost estimates submitted in the
budget are based on having completed at least 35 percent of the design of the
project or parametric cost estimates, not 100 percent design.)

The Department of Defense deleted contingency in the construction
accounts in part because of the concerns expressed by the Congress last year that
contingency funds were being used to “gold plate” projects. That is not the case.

| believe the absence of contingency funds may compromise our ability to
maintain full project scope, high construction standards, or ability to execute all
FY-2001 authorized projects. We will pursue innovative acquisition strategies
and implement even more stringent management of cost growth to execute
within available funds. However, in construction, as in life, we cannot predict
the unforeseen.

Across-the-Board Rescission

The Consolidated Appropriations Act 1999 (PL 106-113) directed an
across the board rescission of FY-2000 appropriated funds which, for the
Department of Defense, amounted to 0.52 percent after exclusion of military pay
accounts.

We have applied this reduction with an eye to preserving maximum
execution flexibility. In the military construction appropriations, an across the
board reduction was taken against all construction projects to ensure no single
project was significantly impacted or cancelled. We hope our design build
construction efforts can produce enough savings to offset this reduction.

The allocation for our Operation and Maintenance accounts, however, is
more problematic. These accounts total $26.4 billion in FY-2000. A number of
options were evaluated by the Secretary of the Navy. All were troublesome.
The nature of Operation and Maintenance makes targeting specific programs
and separating least critical funding very difficult. Everything funded in these
appropriations is in some way connected to force readiness. In the end, the
decision was made to target the entire $136 million O&M rescission to the real
property maintenance accounts. This action avoids immediate readiness
problems, and can be done with the least risk of reduction-in-force or furloughs.
It also provides the greatest potential for amelioration during the course of the
year or even late in the year if additional assets or resources become available.

Nonetheless, this decision amounts to a 9 percent reduction in FY-2000
Real Property Maintenance funds, and clearly contributes to the growth in the



backlog of maintenance and repairs previously mentioned. All types of
facilities, including barracks and other quality of life facilities, will be impacted.
The impact will generally be greater on the Navy than the Marine Corps, as the
Navy has more facilities, and they tend to be in worse condition as measured by
facility readiness C-ratings! and the size of the critical backlog of repairs. The
FY-2001 budget is sufficient to fund Navy mission critical facilities (waterfront,
airport, training, bachelor housing, and utilities) to a C-2 facility readiness level,
while all other facilities (e.g., supply, administrative, etc.) are funded to C-3
readiness. Unless additional Real Property Maintenance funds are found, even
these mission critical facilities will be funded to a C-3 readiness condition this
year.

The across-the-board reduction to the Family Housing Operation and
Maintenance account was also applied to maintenance and repair.

FAMILY HOUSING

The Family Housing Triad
Our family housing strategy consists of a triad:
- access to housing in communities surrounding our bases;
use of traditional military construction and leasing funds to improve
or acquire housing either on base or in the community; and
developing public/private ventures to leverage private sector capital
to provide housing that is available on a priority basis to our members.

We traditionally rely first on the private sector to provide housing for our
Sailors, Marines and their families. Our bases have housing referral offices to
help newly arriving families find suitable homes in the community. They are
aggressively pursuing rental agreements with private sector property owners to
house Navy and Marine Corps families. In FY-1999, about 74 percent of Navy
families and 65 percent of Marine Corps families worldwide lived in a home
they owned or rented in the community. The substantial pay raise enacted last
year, combined with the proposed 3.7 percent pay raise and BAH increases
included in the FY-2001 budget, will certainly make housing more affordable for
our members assigned at U.S. locations.

Fix What We Own
Even with full implementation of BAH, there will remain many locations

L A Crating refers to the facility condition criteria used as part of the overall readiness rating. It is based
on subjective and objective criteria unique to that type of facility (e.g., criteriafor air operations includes a
pavement condition index, while port operations include dredge depth vs. design depth at berth).
Generally, C-2 means operations are impacted 5 — 10 percent of thetime. C-3 means operations are
impacted 10 — 20 percent of the time.



where there are not enough suitable2 homes in the community for our members.
In such locations, we have used family housing funds to build or acquire
additional homes. At the end of FY-1999, the Navy had an inventory of 60,515
homes worldwide and the Marine Corps had 22,780 homes. We also lease
homes both here in the United States and abroad. At the end of FY-1999, the
Navy had about 5,200 and the Marine Corps had 1,000 leased homes.

Our core family housing philosophy remains to first fix what we own.
The Navy’s Neighborhoods of Excellence, and the Marine Corps Family

Housing Campaign .
Plan, embody the L ocation # Cost
Department’s efforts to Homes  ($M)
revitalize maior home NAS Lemoore, CA 160 $27.8

| CNB Pearl Harbor, HI (Hale Moku) 98 $22.2
components for an CNB Pearl Harbor, HI (Pearl City) 62  $14.2
entire neighborhood, CNB Pearl Harbor, HI (Radford Terrace) 112 $23.7
rather than piecemea| NAS Brunswick, ME* 168 $18.7
; NAS Whidbey Idland, WA** 98 $16.9
Im dprq;/en}er?ts on Subtotal Navy 698  $1235
individual homes. We MCAGCC Twentynine Palms, CA 79 $139
use family housing new MCB Kaneohe Bay, Hl 84  $21.9
construction funds Subtotal Marine Corps 163 $35.8
when an economic TOTAL 861 $159.3

. - - *
analysis indicates that Includes 16 new homes and 152 replacement homes
** Includes 2 new homes and 96 replacement homes

replacement

construction is the more
viable alternative. Our FY-2001 program provides for the construction of 861
homes, a 22-percent increase over the enacted FY-2000 level. This funding level
demonstrates that we will continue to use housing new construction funds as a
tool to revitalize our inventory of government owned homes.

Using traditional family housing funds, our FY-2001 improvement
program renovates 1,781 Navy homes at 12 locations inside and two locations
outside the United States at a cost of $155 million. It also renovates 511 Marine
Corps homes at 2 locations inside and 1 outside the United States at a cost of $28
million.

Examples of housing improvement projects include:
$18.7 million for 184 enlisted homes at Naval Sub Base, New London,
CT. This project will replace kitchens and baths; upgrade electrical
and plumbing systems; abate lead and asbestos; install new vinyl
siding; replace roofs, doors, and windows; replace the heating system;
provide neighborhood repairs.

2 suitahility is based on the following DoD criteria: location (within one hour commute); cost (rent,
utilities, etc. meets DoD criteria); size (minimum square footage and number of bedrooms); condition
(unit iswell maintained and structurally sound). All owner occupied housing is deemed suitable.



$25.0 million for 332 enlisted and officer homes at Marine Corps Base,
Camp Pendleton, CA. This project will upgrade fixtures and
electrical, plumbing and mechanical systems; perform structural,
architectural and site improvements; allow interior and exterior
repairs; install fire suppression systems; and put in new landscaping.

Public/Private Ventures

As the members of this Committee recognize, the pace of new and
replacement construction and improvements would not let us eliminate the
backlog of repairs and shortage of homes. We worked closely with the Congress
to establish ground breaking new authorities in FY-1995 and FY-1996 to use
public/private ventures (PPV) as a housing tool. Under a 5-year pilot program
that expires next year, we can provide cash, direct loans and loan guarantees,
and differential lease payments (DLP). We can also convey land or lease land,
housing and facilities to a developer in exchange for renovation or construction
of homes for our military members and their families.

As the Secretary of Defense announced a few years ago, our objective was
to use these tools to solve a 30-year housing problem in 10 years. Using a mix of
family housing construction, improvement funds and public/private ventures,
both the Navy and the Marine Corps remain on track to meet the Department of
Defense goals to eliminate the repair/improvement backlog by FY-2010.

Pilot Project
PPVS NAVY FAMILY HOUSING PRIVATIZATION
Year of Notify Congress Notify Congress Deal Closing/Contract
These Notification Installation Scope* Solicitation Selection Award
FY96  |Corpus Christi/Kingsville 404 | Not req'd PL 103-337 May-96 Jul-96
f I Everett 185 [ Not req'd PL 103-337 Oct-96 Mar-97
power ul new FY98  [Kingsville | DLP MOD 0 Oct-98 Aug-99 Sep-99
- Kingsville 11 150 Oct-98 Mar-00 Apr-00
tOO I S p rovi de Everett | DLP MOD [ Oct-98 Aug-99 Sep-99
.. Everett Il 300 Oct-98 Apr-00 May-00
eXC|t| ng neW FY99 San Diego 3,248 Nov-98 Jul-00 Aug-00
South Texas 812 Nov-98 Nov-00 Dec-00
HH New Orleans 763 Dec-98 Nov-00 Dec-00
opportunities,
MARINE CORPS FAMILY HOUSING PRIVATIZATION
and prompted a
. Year of Notify Congress Notify Congress Deal Closing/Contract
f Notification Installation Scope* Solicitation Selection Award
mou ntal no FY98 _ |MCLB Albany 114 Jan-98 Apr-00 May-00
- Camp Pendleton 712 Oct-98 May-00 Jun-00
d |a.| Og ue on h ow FY99 _|Stewart Army Subpost 200 Feb-00 Feb-01 Mar-01
Subj to Appr_|Beaufort/Parris Island 684 Mar-00 Mar-01 May-01
best to apply
them. All of us -

the Congress, the
Department of the Navy, and private developers - share the same goal: to
provide appropriate, affordable housing for all Navy and Marine Corps
members and their families and to operate and maintain it in the most cost-
effective and efficient manner.

We have worked extremely hard to build consensus across many
constituencies within the Navy and the Marine Corps... from the Sailor or
Marine on the deckplate to the senior leadership at Fleet headquarters and at the



Pentagon; to developers; and to the members of the Authorization and
Appropriation Committees who must review and endorse a PPV project before
we can award it. All of us want to do the right thing with these new tools.

There are many paths to success. Last year, we used the FY-1996
authorities to institute differential lease payments (DLPs) in our existing projects
in Texas and Washington State to “buy down” rents so that member’s BAH can
fully cover their rents and average utilities. The first monthly payments were
made to the PPV partnership (not the member) in October 1999, amounting to
about $200 per month for an E-5. With the new BAH initiative, we expect that
the DLP payments for these units will be reduced. We are pleased with the
performance of these early projects.

We are proceeding with a pilot project approach for five Navy and four
Marine Corps projects, seven of which are in various stages in the acquisition
process. These projects provide a mix of backlog reduction and deficit
reduction:

Four projects (Everett 2, Kingsville 2, Albany, Camp Pendleton) are in
exclusive negotiations with a single entity;

Three projects (San Diego, South Texas, New Orleans) are in, or about
to enter, the technical proposal/evaluation phase;

Two projects are in internal review. Congressional notification was
given in June to issue a solicitation at both Stewart Army SubPost in
Newburgh, NY and Chicopee, MA. We are planning to re-notify the
Committees of our plan to move forward with the Stewart project, but
defer Chicopee pending a Marine Corps review of requirements. We
also expect to provide notification of our intent to issue a solicitation
for a Beaufort/Parris Island project in the near future.

We are continuing to look at other opportunities to either reduce the
shortage of family housing or revitalize our existing inventory through the use
of the privatization authorities. We will continue to propose additional locations
that we determine to be feasible privatization candidates.

| believe we are on the cusp of providing the required notification to the
Congress of our intent to award contracts for most of these projects this year. |
am optimistic that our first notification may occur this spring for Kingsville 2.
We have the necessary funds from prior year appropriations to proceed with
these projects. The Navy and the Marine Corps are retaining $89 million/$39
million respectively to fund these pilot projects. We have released all other prior
year family housing construction and improvement funds. All of the previously
held projects are scheduled for award before the end of this fiscal year.



New BAH Rate Impact on Housing

The Secretary of Defense’s BAH initiative represents a major turning
point in our efforts to improve living conditions for our single and married
Sailors, Marines, and their families. It will directly affect almost three-quarters
of Navy and Marine Corps families and approximately 27 percent of our single
Sailors and Marines who live in private sector housing.

In the short-term, the BAH increase will influence the dynamics of rental
income streams for PPV projects, while also making private sector housing more
affordable. We have initiated studies to help us analyze the long-term impacts
of this initiative on the supply and demand for military housing. Our first
opportunity to address possible impacts will be when we provide the Family
Housing Master Plans due to the Congress in July. These master plans will
provide a base-by-base identification of how we will meet the goal to eliminate
our inadequate family housing units by Fiscal Year 2010. A note of caution: we
may be able to model outcomes based on assumptions about supply and
demand, but the real effects will have to await how individual and market forces
react. Our ultimate objective is to strike the appropriate balance between
reliance on the private sector and, where necessary, the provision of government
guarters.

Legislation to Extend the FY-1996 PPV Authorities

The existing PPV authorities implemented in the FY-1996 Defense
Authorization Act (Public Law 104-106) expire in February 2001. The
Department of Defense is submitting legislation to extend these authorities for
another five years. | ask your support for this extension. We will need PPVs in
our toolbox to accomplish the DoD goal to eliminate the backlog of inadequate
homes by FY-2010. We continue the staff work necessary to develop PPV family
and bachelor housing projects for the future.

MILITARY CONSTRUCTION

Our military construction program continues our approach of budgeting
for those projects that meet the highest priority of readiness and quality of life
needs of the Fleet and Fleet Marine Force, and their Reserve Components. The
Navy convenes a Shore Facilities Programming Board and the Marine Corps
convenes a MILCON Program Evaluation Group each year to consider, evaluate,
and prioritize military construction projects. Projects are selected based on a
number of different criteria, including fleet priorities and the most critical
readiness, quality of life, and compliance needs.

Military Construction policy, like Family Housing, focuses on first fixing
what we own. To this end, 59 percent of the active and reserve military
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construction program for the Navy and 75 percent for the Marine Corps is
dedicated to replacement and modernization projects.

Phased Funded Projects

| should point out that four projects in our FY-2001 program have a total
cost above $50 million, and under existing Department of Defense criteria, are
phased funded over two or more years. We ask for full authorization for each
project in the first year, and request in appropriations language to fund FY-2001
and subsequent increments needed to completed these projects. We commonly
resort to phase funding pier replacement projects because they are very
expensive, and require a lengthy construction period. Many of our piers and
wharves were built in the 1940s, and cannot support the deep draft, power
intensive ships in the Fleet today. We must rebuild them to meet the needs of
today and tomorrow. The FY-2001 program includes:

- $12.8 million to complete the second increment of a berthing wharf at Naval
Air Station North Island, San Diego, CA. Phase one was funded in the FY-
2000 budget;
$35.7 million for the first of two increments for a $53.2 million repair pier at
Naval Station San Diego, CA,
$38 million for the first of two increments for a $62.5 million pier
replacement at Naval Ship Yard Bremerton, Puget Sound, WA,
$35.6 million for the second of three increments of a $86 million CINCPAC
headquarters at Camp HM Smith, HI. Phase one was funded in the FY-2000
budget.

Operational and Training Facilities
Our construction program funds 263 operational facilities totaling $268
million. Examples include:
Taxiway extension and lights at Naval Air Station Norfolk, VA. This $6.4
million project provides a full-length taxiway so that large, ordnance laden
aircraft no longer have to taxi past an air passenger terminal, and updates
approach landing lights to meet Federal Aviation Administration criteria.
Combat Aircraft Loading Apron at Marine Corps Air Station Yuma, AZ. This
$8.2 million project provides an efficient, safe, and properly sized aircraft
ordnance loading/Zunloading area, resolving a flight safety operations
waiver.

There are also seven training projects totaling $67 million. Examples include:
Physical Training Facility at Naval Training Center, Great Lakes, IL. This
$35.0 million project will provide an indoor track, fitness, aerobics and free
weight areas, replacing several buildings constructed in the early 1940s that
have serious structural flaws.

% Includes the phased funded projects
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Urban Assault Course at Marine Corps Air-Ground Combat Center,
Twentynine Palms, CA. This $2.1 million project will construct a live fire
range with simulation capability to support urban assault training now being
conducted with blank ammunition.

Maintenance, Storage, and Compliance Facilities
There are 16 maintenance and storage projects totaling $99 million.
Examples include:
Aircraft Maintenance Hangar at Naval Station, Norfolk VA. This $13.3
million project is the third of five projects planned to replace nine old WW 11
maintenance hangars designed for aircraft no longer used by the Navy.
Operations/Maintenance/Storage Facility at Camp Lejeune, NC. This $14.0
million project replaces five buildings constructed in the late 1940’s that have
inadequate space, insufficient electrical power, and is without climate control
or indoor plumbing.

There is one environmental compliance project and two safety projects
which together total $19 million. One example is:

- Chemical Metallurgical Laboratory at Naval Shipyard Bremerton, WA. This
$9.4 million project consolidates functions now performed in two trailers and
four buildings constructed more than 60 years ago. These buildings
compromise laboratory testing functions, have numerous safety violations,
and resulted in the laboratory operations to not be reaccredited by the
American Industrial Hygiene Association.

Quality of Life

There are important quality of life projects included in our FY-2001
budget. The single largest effort is for the construction and modernization of
Bachelor Enlisted Quarters (BEQS).

The DoD adopted a 1 + 1 construction standard in 1995 for permanent
party personnel. This configuration consists of two individual living and
sleeping rooms with closets, and a shared bath and service area. The Marine
Corps has been granted a permanent waiver to use an alternate 2 + 0
configuration for junior enlisted, i.e., two persons per room with a shared bath.
This allows the Marine Corps to foster team building and build unit cohesion.
The 1+1 standard does not apply to recruits, students, and transients. Overseas
locations may also have unique considerations.

The Navy has seven BQ projects totaling $205 million.
Four projects are being built to the 2 + 0 configuration for permanent party
enlisted personnel. They provide a total of 912 bed spaces*. These projects

* bed spaces reflects maximum capacity for E1 — E4 personnel.
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are located at Naval Air Station Lemoore, CA; Naval Support Activity
Naples, Italy; Naval Station Pearl Harbor, HI; and at an undisclosed location.
One project at Norfolk Naval Shipyard is being built to the 2 + 0
configuration for transients. It provides 400 bed spaces.

Two open bay projects at Naval Recruit Training Center Great Lakes, IL that
will provide 2,112 bed spaces for recruits.

The Marine Corps has three BQ projects totaling $50 million: Washington
Marine Barracks, Washington, D.C.; Marine Corps Base Kaneohe Bay, HlI,
Marine Corps Base Camp Lejeune, NC. All three Marine Corps projects are
being built to the 2 + 0 standard. They provide a total of 1,032 bed spaces for
junior enlisted personnel.

There are also five other quality of life projects totaling $51 million in the
FY-2001 program. Examples include:
Navy Museum Annex at the Washington Navy Yard, Washington DC.
The Navy museum now only has sufficient space to display U.S. Naval
artifacts from Revolutionary times through WW Il. This $2.4 million
project will provide permanent exhibit space to safely display and
preserve Cold War, Korean War, and Vietnam artifacts. This is the official
museum of the Navy Service, with over 400,000 visitors per year.
Child Development Center, Marine Corps Base Camp Lejeune, NC. This
$4.4 million project will provide affordable on-base child care facilities for
305 children.

Navy Homeport Ashore Program

In our continued commitment to improve the quality of life of our Sailors,
the Navy is addressing one of its most pressing challenges...the 25,000 E-1
through E-4 enlisted unaccompanied Sailors who now live aboard ship when in
homeports. Studies, surveys, and my own personal observation have shown
that these young Sailors have the worst accommodations in the Department of
Defense. When deployed, these Sailors have no choice but to endure sleeping in
bunk beds in cramped spaces with dozens of their shipmates, with little more
than a small locker to store their personal belongings. When the ship returns to
homeport, these Sailors must continue to live aboard ship. In contrast,
unaccompanied E-1 through E-4s assigned to aviation squadrons or submarines
live aboard ship when deployed, but merit BEQ spaces when the ship is in
homeport. A 1999 Navy Quality of Life Domain Study concluded that shipboard
life and standards of living are major dissatisfiers for target retention groups.

The Secretary of the Navy and the Chief of Naval Operations have
committed to developing a Homeport Ashore program that will provide these

> Another 15,000 shipboard E-1 through E-4 personnel are deployed with their ships at any given time.
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Sailors accommodations, either in a BEQ or in the community, when their
assigned ship is in homeport. We have a pilot project underway at Naval Base
Pearl Harbor, HI, where a unique combination of recent fleet reductions, a large
initial inventory of BEQ spaces, and a desire of more senior enlisted to live in the
community, has made BEQ spaces available. So far about 900 shipboard E-1
through E-4 at Pearl Harbor have “moved ashore” into BEQ spaces, with plans
to house the rest ashore by this summer. Initial results are extremely positive.

The Navy remains committed to providing housing that meets the “1 + 1”
barracks construction standards. As an interim step to kick start the Homeport
Ashore effort, my office granted a waiver to use the “2 + 0” configuration to
construct the FY-2001 Navy BQ projects. Because “2 + 0” spaces cost about one
third less than “1 + 1,” we were able to provide spaces for more than 400 single
Sailors than we would have been able to do under the “1 + 1” standard. These
“2 + 0” spaces would be converted in the future to equivalent “1 + 1” spaces
through assignment policy.

While | am pleased to announce this broad commitment, there are key
aspects that must still be resolved. | will keep the Committee informed on our
progress with this important quality of life initiative:

- Legislation is needed to pay BAH to E-4s assigned to large ships if

adequate quarters ashore are not available.

An implementation plan is being developed to address timing,
phasing, and funding approaches. This plan is to be completed by this
summer.

BASE REALIGNMENT AND CLOSURE

Realignment and Closure Status

We are implementing four rounds of base realignment and closure
(BRAC), 1988 under Public Law 100-526 and 1991, 1993, and 1995 under Public
Law 101-510. As a result of these decisions, we are implementing a total of 178
actions consisting of 46 major closures, 89 minor closures, and 43 realignments.

We will complete the actual closure and realignment of the bases by the
statutory deadline of July, 2001...97 percent are already completed. Only two
remain:

Naval Management Systems Support Office Chesapeake, VA will close
in March 2001,

Naval Sea Systems Command, Arlington, VA will realign to the
Washington Navy Yard in July 2001.
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BRAC Costs and Savings

We have closed or realigned bases to make the Navy’s shore
infrastructure more proportional to its force structure and to provide resources
to recapitalize our weapons systems and platforms. We are reaping the financial
rewards of our past investments: as of the end of FY-1999, we had spent $9.1
billion on all four BRAC rounds to construct new or adapt existing facilities,
move personnel, equipment, ships and aircraft to their new homeports, and
clean up contamination. We will have saved $10.5 billion from no longer having
to operate, maintain, and staff these bases. The result is a net savings of $1.4
billion. And by the end of FY-2001, when all four rounds will be completed, we
project that the DON will have achieved net savings of $5.8 billion. Beginning in
FY-2002, we will save an additional $2.6 billion each year. These net savings
estimates have been validated by several independent sources.

Environmental Cleanup

Our main focus is now on finishing environmental cleanup and
completing property disposal. This is no easy task. We have already spent more
than $1 billion through FY-1999 on environmental work at our BRAC bases for
environmental baseline studies to identify potential contaminated sites and
assess the nature and extent of contamination prior to doing the cleanup,
removing underground storage tanks, and closing hazardous material storage
facilities.

Each base has established a BRAC cleanup team composed of remedial
managers from the Navy, the State, and the Environmental Protection Agency to
review, prioritize, and expedite the necessary cleanup consistent with reuse
plans. We recognize the dynamics of reuse and stand prepared to phase our
cleanup plans as needed to support a community’s redevelopment needs.

One measure of our progress in cleanup of contaminated property is the
number of acres that have become suitable for transfer under the Comprehensive
Environmental Response, Compensation and Liability Act (CERCLA) and the
Community Environmental Response Facilitation Act (CERFA). Four years ago,
65 percent of all BRAC acres were environmentally suitable for transfer,
compared to 89 percent as of the end of FY-1999. Four years ago, 28 percent of
BRAC property had not been completely evaluated, compared to only 5 percent
as of the end of FY-1999.

There are about 1,000 contaminated sites at 53 BRAC installations. A
contaminated site crosses the “cleanup finish line” when it achieves Remedy-in-
Place/Response Complete (RIP/RC) and the environmental regulator
subsequently concurs. As of the end of FY-1999, we had achieved RIP/RC status
at 56 percent of all BRAC sites. By the end of FY-2001, when BRAC ends, we
expect to have completed cleanup at 88 percent of all BRAC sites. Cleanup at the
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remaining sites will extend through FY-2010.

We are using promising cleanup technologies and as studies reach
completion, are finding that for a number of sites, monitored natural processes
will control and eliminate the contaminants. We continue to work with

regulators and
communities to tie

cleanup standards DoN BRAC

to realistic reuse )
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The CTC reduction of $1.6 billion is the result of execution of $1.12 billion in
appropriated funds and $480 million in cost avoidance, such as changes in risk
based approaches to cleanup, new information on the nature and extent of
contamination, and use of new technologies for study or cleanup.

Section 334 Early Transfer

Section 334 of the FY-1997 Defense Authorization Act established a
framework for the DoD to initiate an early transfer of contaminated property to
the community. This authority allows DoD to defer the CERCLA requirement
that all remediation actions have been taken before the date of property transfer.

Section 334 requires that we first meet a number of conditions. We must
obtain concurrence from the governor of the State where the property is located.
If the property is listed on the National Priorities List, the Administrator of the
U. S. Environmental Protection Agency must also concur with the early transfer.
Furthermore, we must determine that the property is suitable for transfer for the
use intended by the transferee. We may place restrictions in the deed limiting
the use of the property, if necessary, to protect human health and the
environment. This authority does not relieve us from full compliance with
CERCLA.

| am pleased to report that we completed two early transfers of BRAC
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property under this authority last year:
The former Fleet Industrial and Supply Center Oakland, CA was conveyed to
the Port of Oakland in June 1999. The conveyance involved the entire main
site comprising 528 acres, including submerged land. This transfer is unique
in that Navy contracted with the Port of Oakland to do the cleanup. The Port
was able to receive title to the property four years earlier than planned,
allowing it to integrate clean up with its commercial development. This
opportunity for the Port to begin construction early saved both the Navy and
the Port millions of dollars, and greatly enhanced the Port’s economic
development. The Port assumed responsibility for the entire cleanup and
long-term monitoring, buying insurance to cap its environmental cleanup
costs. The Navy remains responsible under CERCLA only for “catastrophic”
unforeseen cleanup, if any are encountered.
The former Naval Air Station Memphis, TN was conveyed to the Millington
Municipal Airport Authority in December 1999. This conveyance, which
involves 142 acres to be used for airfield operations at the municipal airport,
occurred three years earlier than initially envisioned. The site contains
residual trichloroethylene groundwater contamination from solvents used in
past Navy aircraft operations. The Navy continues to conduct the cleanup.

Nearly a dozen other early transfer candidates are being evaluated, including
portions of Naval Station Barber’s Point, HI; Naval Air Station, Guam; and
Naval Shipyard Mare Island, CA. At these sites and others, the necessary
documents (e.g., Finding of Suitability for Early Transfer; National
Environmental Policy Act Record of Decision) are complete or nearly complete.
Local Redevelopment Authorities and environmental regulators are fully
engaged in the process. | am optimistic we will accomplish several more early
transfers this year.

Advance Appropriation Aftermath

| have already explained that the apparent increase in FY-2001 BRAC
funds is due to the Department of Defense shifting half of the planned FY-2000
BRAC funds to FY-2001 prior to submission of the FY-2000 budget. We have
kept that increment of FY-2000 funds in the FY-2001 column of this budget, and
view it as critical to completing cleanups in support of community reuse efforts.

We are dealing as best as we can with the $197 million available in FY-
2000, which, after other congressional reductions, is less than half of what we
had planned for execution. We notified regulators and local redevelopment
authorities of the funding situation, and are working with them to make the best
allocation of available resources. We are seeking to recoup prior year
unobligated or unexpended funds in all BRAC accounts and realign them to
pressing BRAC environmental FY-2000 needs. This is a painstaking process of
reviewing and tracking accounting records for individual projects through
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different accounting systems. We have recovered and reapplied $21 million to
date, but I am not optimistic there is much more to be had. We are also re-
phasing our contract work orders into smaller, but more numerous task orders.
This action will increase work that we can get underway, but also raises
administrative costs for both the Navy and the contractor.

Despite these actions, we are already experiencing cleanup delays at some
of our bases. Loss of the FY-2001 funds will slow cleanups, requiring us to
stretch out property disposal plans and schedules, and limit promising
opportunities for early property transfers. The greatest burden, however, will be
on the BRAC communities’ redevelopment plans and time frames. They have
made tremendous strides to prepare mature and realistic redevelopment plans
that will be seriously undermined by cleanup and disposal delays.

Property Reuse

The National Environmental Policy Act (NEPA) of 1969 requires that we
consider the potential environmental impacts of disposal and reuse of base
closure property before we convey property. We evaluate issues involving
historic preservation, air quality, noise, traffic, natural habitat, and endangered
species. The NEPA process concludes with the issuance of a Record of Decision
(ROD). All disposal RODs should be completed this calendar year except for
one (Naval Activities, Guam) which is scheduled for September 2001.

As the Local Redevelopment Authorities develop and refine their reuse
plans, we strive to support immediate reuse opportunities through Interim
Leases and Leases in Furtherance of Conveyance. We must first prepare a
Finding of Suitability to Lease (FOSL) document. At the end of FY-1999, we had
approximately 125 FOSLs in place.

At the end of FY-1999, we had 121 interim leases in place between the
Navy and LRAs, plus 4 Leases in Furtherance of Conveyance. Leased property
is being used for a variety of purposes: port usage, movie production, steel
fabrication, general manufacturing and repair, education, housing, child care,
shipbreaking, and police facilities. These leases have created several thousand
jobs to help communities recover from the loss of the Navy and the Marine
Corps presence. The leases include protection and property maintenance clauses
and generate significant revenue for the LRAs.

Property Disposal

While leases are desirable, they are only an interim step to the ultimate
BRAC goal of property disposal. The DON must dispose of 434 parcels of land
covering 166 thousand acres at 91 BRAC bases. Each BRAC base has a disposal
strategy tailored for that base that incorporates LRA reuse plans with
environmental cleanup timetables, NEPA documentation, conveyance plans and
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schedules.
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After a base closes, disposal of the base closure property presents the most
complex challenge. Section 2821 of the National Defense Authorization Act for
FY 2000 (Public Law 106-65), amended the Department of Defense’s Economic
Development Conveyance (EDC) authority to give us the authority to transfer
property to local redevelopment authorities for no consideration for job creation
purposes. Section 2821 also provides authority to modify previously approved
EDC agreements if a change in economic circumstances necessitates such a
modification. Although we expect many of the LRASs to apply for a “no cost”
EDC of our remaining bases, this will only expedite disposal of base closure
property to a certain extent. LRAs must still satisfy certain regulatory criteria to
acquire property by way of an EDC, and the real key to disposal of BRAC
property is environmental remediation of the property.

INFRASTRUCTURE EFFICIENCY EFFORTS

Need for Two More Rounds of BRAC

| have discussed our investment plans to improve our existing
infrastructure. However, we still have significantly more infrastructure
remaining after four BRAC rounds than needed to support the conceivable force
structure of the future. The Quadrennial Defense Review, Defense Reform
Initiative, the National Defense Panel, and an April 1998 DoD Report to
Congress all concluded that more rounds of BRAC are required to further shrink
the military infrastructure. Our estimates show that DON infrastructure has
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only decreased 17 percent since the first round of BRAC, compared to a 40
percent reduction in ships and a 30 percent reduction in Sailors.

| again ask your support for two more BRAC rounds.

Re-inventing Shore Infrastructure

As we ask for two more rounds of BRAC, we have not been sitting idle.
Under the leadership of the Secretary of Defense, the Secretary of the Navy, the
Chief of Naval Operations and the Commandant of the Marine Corps, we have a
multitude of initiatives well underway to make our infrastructure more effective
and less costly.

We have charted an ambitious course. Many of these initiatives require
us to invest money, sometimes significant sums of money up front to do the
necessary analyses. We are carefully evaluating proposals, and where the
potential payback appears convincing, we are putting money in the budget to
pursue the most promising initiatives. A group of senior flag officers and senior
executives representing the Fleet, System Commands, and headquarters
elements of the Navy, Marine Corps, and Secretariat meet periodically to review
and coordinate initiatives.

Here are some examples:

Strategic Sourcing. Our outsourcing efforts have evolved to one based on
Strategic Sourcing. In short, we consider eliminating, consolidating,
restructuring, or re-engineering our activities and process before we make a
sourcing decision (i.e., retain in-house or contract out) via the traditional
Office of Management and Budget Circular A-76 procedure. After
submission of the FY-2000 President’s Budget, the Department of the Navy
refined its objectives and identified in excess of 90,000 civilian and military
positions to be reviewed as part of Strategic Sourcing. We hope to achieve
annual net savings of $1.7 billion by FY-2005.

One good example is in the area of child care, where laws and regulations
require higher professional development standards than are often
competitively available. Over 50 percent of our child development program
employees are military spouses who form a well trained, transferable pool of
invested talent. We are using the wealth of data previously accumulated to
best re-engineer our child care centers in efforts to meet the DoD child care
goals and still reduce cost.

Demolition. The demolition program eliminates aging, unneeded and often
unsightly facilities and their associated operating and maintenance costs.
The Navy plans to demolish over 9.9 million square feet by FY-2002, and the
Marine Corps 2.2 million square feet by FY-2000. Both the Navy and the
Marine Corps have centrally managed demolition programs with funds
included in Real Property Maintenance Operations and Maintenance
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accounts. Through the end of FY-1999, the Navy has invested about $57
million and the Marine Corps $10.8 million to demolish 4.6 million and 1.5
million square feet of space respectively. The Navy added an additional $9
million for demolition in the budget, for a total of $39 million in FY-2001.
The Marine Corps has budgeted $5 million in FY-2001 to continue its
demolition efforts.

One good example is the demolition last year of an old, vacant reserve
center in Youngstown, OH. The center was in a residential neighborhood
across the street from a high school. It was a public eyesore, a security/
problem, and a safety hazard for the community. After demolition, the real
estate was returned to the City.

Privatization of Utilities.
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Navy has a total of 998
systems at 122 activities worldwide. There are three key Department of
Defense milestones: a determination by 30 September 2000 of which utility
systems to try to privatize; issue all Requests for Proposals by 30 September
2001; and award all contracts by 30 September 2003. We are making good
progress on this effort. The first to be privatized was Refuse Derived Fuel
Power Plant at Naval Shipyard Norfolk, VA in July 1999.

Claimant Consolidation/Regionalization of Base Operating Support (BOS).
Effective 1 October 1998, the Navy consolidated 18 major commands with
BOS responsibilities to 8. Regional BOS Commands have been established
and BOS delivery services have been standardized. Regional planning is
underway, better accounting systems are being evaluated, and better
business process metrics are being developed. This initiative will have a
powerful synergistic effect with our Strategic Sourcing efforts.

Energy Efficiency. Executive Order 13123 requires federal agencies to
reduce energy consumption 30 percent by FY-2005 and 35 percent by FY-
2010, using FY-1985 as the baseline. To meet the FY-2005 goal, we must cut
consumption at a rate of 1.5 percent per year, and then at a rate of 1 percent
per year from FY-2006 through FY-2010. | am pleased to say that we have

21



met and exceeded that benchmark with a cumulative reduction of 22 percent
through FY-1999. We are using a variety of efficiency technologies and
energy awareness programs, combined with internal and third party
financing available through Demand-side Management and Energy Savings
Performance Contracts to reduce energy consumption to meet these goals.
Smart Base. Smart Base brings off-the-shelf modern technology and business
practices to Navy needs. One example is the PortMaster automated port
operations management system. It provides a tool for the regional
commander to manage all port operations while improving services and
scheduling, yet lowers manpower needs. This system has been deployed
through the mid-Atlantic region and is being expanded to airfield operations.
Smart Work. Like Smart Base, this initiative substitutes capital for labor with
the goal of reserving Sailor and Marine time for high value-added work and
combat training. Off the shelf tools can ensure safe, healthy, and efficient
working conditions. One example is construction of a sewage line to connect
ships in port at Gaeta, Italy to the municipal sewage system, replacing the
use of contract barges, with a return on investment in less than one year.

CONCLUSION

In conclusion, | believe the DON infrastructure program is in a strong
position as we begin the new millennium. Our infrastructure budget request for
FY-2001 is the best it has been during my tenure. We have robust military
construction and family housing construction programs that are focused on
fixing what we own. | believe that we will soon be bringing notification to this
Committee and the other Military Construction Committee of our intent to
award PPV contracts. We have embarked on a new quality of life initiative
aimed at improving the living conditions of junior enlisted Sailors assigned to
ships. We have preserved the increment of FY-2000 BRAC environmental funds
that shifted to FY-2001 during last year’s proposed use of Advanced
Appropriations to accomplish time critical cleanups to support community reuse
and redevelopment of closed BRAC bases. We are proceeding with numerous
promising initiatives to make our infrastructure more responsive and less costly.

That concludes my statement. | appreciate the support that this

Committee and its Staff has given us in the past, and I look forward to continued
close cooperation through the remainder of the Administration.
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