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EXECUTIVE SUMMARY











This report is the 2000 Air Force Family Housing Master Plan (AF FHMP) for Sample AFB.  This and other installation-level FHMPs form the foundation of the Air Force FHMP, which updates information contained in the first AF FHMP, approved by the Chief of Staff of the Air Force (CSAF) and the Secretary of the Air Force (SECAF) in August 1999.  The AF FHMP provides a corporate housing investment strategy that integrates and prioritizes traditional construction and operation and maintenance funding with private sector financing within a single “road map.” This plan outlines the funding needed to meet Office of the Secretary of Defense (OSD) guidance requiring all Services to “revitalize, divest through privatization or demolish inadequate housing by or before Fiscal Year (FY) 2010.”

The installation FHMP consolidates data obtained from available planning tools.  These tools include updated Housing Market Analysis, Housing Community Profile, Real Property Maintenance Model, and a Military Family Housing (MFH) Privatization Predictive Model.  Utilizing these tools, the plan summarizes the family housing requirement, inventory (leased, privatized, and government owned) and revitalization requirements remaining at the installation upon the completion of the FY2002 MFH program as submitted in the FY2002-2007 Air Force Program Objective Memorandum.

Based on market supply and customer demand, the family housing requirement at Sample AFB is 1,246 units.  At the end of FY2002, Sample AFB is projected to have access to 262 government-owned units, 984 privatized and 0 leased family housing units. One hundred sixty-one (161) units are inadequate and require revitalization.  The total cost to provide adequate housing to meet the Sample AFB requirement is $15.4M, which includes new construction, improvement and demolition costs.

The Air Force (AF) seeks to maximize reliance on the local community housing market consistent with the needs of the mission and military families.  The installation housing requirement considers the total number of families needing housing, housing supply available in the local community, key and essential personnel requirements, historic housing units on-base, economic fluctuation, adjustments for high-cost areas and current military family demand for government controlled housing.  

In 1996, Congress provided the Services with authorities that permit privatization of family housing.  The AF has used and intends to continue using these authorities to satisfy new construction, replacement, and improvement requirements where the housing is geographically separated from or severable from the installation and the privatization is economically feasible.  The plan assumes the authorities will be extended by Congress to allow completion of all privatization projects identified in the AF FHMP.  For Sample AFB, 0 housing units are currently located in separate or severable areas.  Life cycle costs for privatization were not calculated due to the commander's position on severability.  Therefore, considering location, life cycle cost and leverage, privatization is not viable for Sample AFB.
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This report describes the actions and associated costs to provide, operate and maintain Military Family Housing at Sample AFB.  Specifically, the report describes new construction (P-711), improvements (P-713), and operations and maintenance (P-72X) costs necessary to ensure sufficient quality housing is provided and properly maintained to meet the needs of military families assigned to Sample AFB.  The plan summarizes the inventory (leased, privatized and government owned) and revitalization requirements remaining at the installation upon the completion of the FY2002 MFH program as submitted in the FY2002-2007 Air Force Program Objective Memorandum.  The report also provides an evaluation of the MFH privatization potential.

This 2000 Installation FHMP, which was initiated in May 2000, updates the information provided in support of the 1999 AF FHMP.  The update was accomplished through visits to each MAJCOM and meetings with installation representatives.  During these meetings, the information in the 1999 Installation Family Housing Master Plan was reviewed and updated to reflect the most current data concerning projects, policies, costs, requirements and development plans.  More specifically each installation evaluated the following information (as applicable) to determine what changes were required for the 2000 FHMP:

· Prior Year Investment – Ensured inventory accurately identified number of units renovated or replaced in “whole-house” - “whole neighborhood” projects funded in previous years MILCON programs.  Also ensured that plans accurately identified units revitalized through “over-threshold” projects funded in the O&M program through Real Property Maintenance by Contract projects.

· Housing Market Analysis and Housing Community Profile – Included requirements and housing development cost data identified in HMAs or HCPs that were not completed in time to include in the 1999 FHMP.   

· Customer Demand Analysis – Documented increase or decrease in demand for units based on housing occupancy rates to determine the requirement for units that are potentially surplus to the housing requirement.

· Infrastructure Cost  – A review of the unit cost for improvement and replacement of the inadequate inventory was completed to ensure infrastructure and community improvement costs were included for units identified to be revitalized in a “whole neighborhood” project. 

· Privatization of Utilities – Identified utility systems supporting the housing inventory that are scheduled for privatization.  The O&M and MILCON costs to own and operate the utility systems are eliminated from the installation’s requirements the year after the scheduled award of the utility privatization project.

· Surplus Units Disposal – The cost of demolishing units was re-evaluated to ensure all environmental related costs were included in the unit demolition costs.  The estimated year of required disposal was re-evaluated for inadequate surplus units.  Units that were vacant and surplus to housing requirement were scheduled for near-term disposal in the O&M program.

· Leases – The projected addition or loss of lease units was evaluated to ensure increases or decreases to the O&M costs were identified in the total installation’s MFH program cost.

· Privatized Housing – The plan identifies housing areas that are severable and privatization potential as reflected by the “scored” cost, leverage and life cycle cost.  The plan also identifies family housing requirements met by privatization projects scheduled for implementation by FY2002.

The resultant installation report is based upon the Installation Commander’s determination of severability using the CSAF guidance and documents the investment strategy required to meet OSD guidance.  This report was developed by the XXth Civil Engineer Squadron and Headquarters The Major Command (HQ MAJCOM) personnel, and assisted by Air Staff and Parsons Infrastructure and Technology Group Inc. personnel.
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The Air Force currently operates and maintains approximately 110,000 housing units at installations in the contiguous United States (CONUS), Alaska, Hawaii, and overseas.  OSD policy is to rely on local communities to provide housing for military families. However, following World War II and the Korean conflict, suitable and affordable housing near many installations was insufficient to meet military family housing requirements.  As a consequence, the AF began an extensive housing construction program.  Approximately 60 percent of the existing housing inventories were built in the 1950s and 60s.

Once execution of the FY2002 MFH investment program is completed approximately 59 percent of AF MFH will not meet modern standards and require either major improvement or replacement.  OSD guidance requires the Services to upgrade all inadequate housing to modern standards by or before FY 2010.  The Air Force strategy integrates traditional MILCON and Operation and Maintenance funding with private sector funding to meet the 2010 goal.  The use of private sector funding is provided in the 1996 Defense Authorization Act. 

 The 1996 Defense Authorization Act provides the Services with new authorities (currently available on a five-year trial program) that make the OSD goal achievable.  These authorities permit the Services to leverage their limited funds to expedite improvement, replacement, and deficit reduction.  These authorities permit the use of private capital to meet housing requirements.  The use of these authorities may not be economically feasible at all installations.

Air Force Family Housing Master Plan 

The AF FHMP provides a corporate housing investment strategy that integrates and prioritizes traditional construction, operations and maintenance funding with private sector financing within a single “road map.”  It identifies the most cost-effective and time efficient investment option at each installation (i.e., use of traditional MILCON or the new authorities) to meet the housing requirements of military families consistent with Congressional and OSD constraints and directives.  The AF plan is based on Installation FHMPs.  The Installation FHMPs are consolidated to produce the AF FHMP.  MAJCOM FHMPs are derived from the AF FHMP.


The AF intends to update this plan periodically.  The AF recognizes that military, social and economic conditions that influence the plan are constantly changing.  Accordingly, the foundation for the plan is the integration and prioritization of traditional MILCON, privatization, and operations and maintenance (O&M) costs.  The plan allows for updated information to be easily inserted to revise the plan.  Probable areas of change include: interest rates, discount rates, missions and associated housing requirements, housing markets and the availability of civilian housing, conditions of existing MFH and required investments to bring them up to modern standards, and the potential for housing privatization.  Without the ability to incorporate these changes, the plan would be a static document with an extremely limited useful life.  With the ability to incorporate these changes, however, the plan becomes a dynamic and responsive tool for current and future senior AF leaders.

The AF FHMP will be used by the MAJCOMs and the AF to prepare Program Objective Memoranda and Budget Estimate Submittals.  Accordingly, future budget documents will be based on and consistent with the plan and supporting installation data.

Installation Family Housing Master Plans 

The installation family housing master plans are the foundation of the AF FHMP.  Installation plans identify the existing inventory, the actions required and the costs associated with providing required MFH that meets modern standards, the remaining economic life of surplus housing, and the timing of the phase-out of surplus housing so that the local housing market is not disrupted.  Installation plans also identify the costs for essential work such as utilities; services; and routine, emergency and change-in-occupancy maintenance and repair.  Further, they provide preliminary assessments of privatization potential.


Installation plans rely on existing planning tools and a privatization predictive model.  Existing planning tools include housing market analyses (HMAs), housing community profiles (HCPs), the Real Property Maintenance (RPM) Model, and housing accounting records.  These are discussed below:

· HMAs identify total housing requirements, the capabilities of the local communities to meet these requirements, and the housing that must be provided by the AF to satisfy any shortfall.  Housing occupancy rates are used to determine the real demand for MFH.  HMAs are prepared every three years or whenever there is a major mission change at an installation.

· HCPs provide assessments of the current conditions of MFH, and describe actions and associated costs to bring the MFH up to modern standards.  Condition assessments are based on detailed evaluations of more than 100 building subsystems (such as roofing, and heating, ventilating, and air conditioning equipment).  Each subsystem is assigned a score based on its condition using established criteria.  An aggregate HCP condition assessment score is then calculated for each housing type.  Scores range from 1 to 5, with 5 being excellent. 

· The RPM Model, developed by the AF, provides a sound engineering basis for determining housing maintenance and repair requirements.  The model calculates the required maintenance and repair costs for each MFH type and size at an installation. The model estimates the remaining economic life of each subsystem based on current condition, type construction, and location.  It also calculates the costs to annually maintain each subsystem throughout its economic life and to replace it at the end of its economic life.  By adding the annual costs of maintaining and replacing each subsystem, the model provides a reasonably accurate projection of the total annual costs required to properly maintain and repair a house.

· Housing accounting records provide a reasonably accurate projection of recurring costs associated with the operation and maintenance of existing housing units.  These costs include: utilities; services; leases; and routine, emergency, and change-of-occupancy maintenance and repair.

· The AF developed a privatization predictive model that relies on readily available data and provides projections of the Office of Management and Budget (OMB) “scored” costs with a 95 percent or better confidence level.  The AF uses this model to screen installations by determining privatization potential and cost.

Guidelines for Determining MFH Revitalization Actions 

The appropriate actions necessary to meet the OSD FY 2010 goal were determined using the following rules: 

· The Plan assumes all work underway or programmed through budget year (FY2002) is completed.  Units with an HCP condition score of ( 3.75 will not be replaced or improved; they will be retained with no construction and maintained using O&M funds. 

· Housing units with an HCP condition score <3.75 are considered to be in unacceptable condition; accordingly, revitalization, either improvement or replacement, is required.

· MFH improved or programmed for improvement since completion of the last HCP is assigned an HCP condition assessment score of 4.00.  Housing replaced or programmed for replacement is assigned an HCP score of 5.00. 

· Units with an improvement to replacement cost ratio ( 0.70 will be replaced if required.  Units with an improvement to replacement ratio < 0.70 will be improved if required.

· Improvement is the only option for housing that is eligible for the National Register of Historic Places even if improvement costs are greater than 70 percent of the replacement costs.

· If the requirement for any category exceeds the inventory, the installation can program new construction up to 90 percent of the deficit for each housing category.

· Surplus units will be retained until 50 years after their construction or 20 to 25 years after their last whole-house upgrade, whichever is later.

· The rate of disposal of surplus housing that has exceeded its economic life should not exceed the local community’s ability to absorb additional military families (community housing absorption rate).

· If the transition is less than 10 years, all surplus housing is programmed for disposal at the end of its theoretical economic life unless the community housing absorption rate is less than the surplus housing disposal rate.  In this situation, surplus units are disposed at the community absorption rate.

· MFH will be retained and maintained if there is a continuing demand by military families to live in it, defined as a three year average occupancy rate > to 98%.

Guidelines for Determining Investment Strategy for Revitalization

There are four criteria for determining the appropriate investment strategy for revitalization.  If all criteria are met, privatization is generally selected.  If any one of the four criteria is not met, the use of traditional construction options is generally selected.  The four criteria are:

Installation Location


The installation must be located in the US or its territories to be eligible for privatization.

MFH Severability


The AF guidance is that privatized MFH will be physically separate (geographically separated or severable) from other installation functions.  Accordingly, to be eligible for privatization, it must be possible, but not required, to place a fence around the MFH area and to obtain access to the area from a public road.  This ensures that if, at a later date, the demand by military families is insufficient to fill all housing, alternate civilian renters could access the housing estate without entering the operational portion of the installation.  The installation commander determines whether the housing estate or any portion of the housing estate meets this criterion.

Economic Feasibility – “Scored” Cost

OSD has established a fiscal criterion to determine whether or not to pursue housing privatization.  The criterion requires the OMB “scored” cost for housing privatization be one third or less than the estimated MILCON (e.g., leverage greater than three to one) costs to bring all housing units up to modern standards.  The "scored" cost is the amount of funds the AF must have available at the time a privatization project is executed.

The AF has developed a model to estimate the OMB “scored” cost.  The following factors (using the most up to date annual data) are used in the model:

· Development Cost: The cost of improvements and new and replacement construction.

· BAH: The total annual allowances that would be paid to the occupants of MFH if the housing were privatized.

· Regional Dependency: A measure of the economic dependency of the community on the installation based on the installation and county payrolls.

· Regional Economy: A measure of the vitality of the regional economy based on changes in population, employment, and retail sales.

· Potential Rental Income: A measure of the rental income that will be available to the developer as measured by the percentage of units that will be occupied by Junior Non-Commissioned Officers.

· Housing Sufficiency: The number of existing units as a percentage of the number of units required in the given scenario.

· Median Family Income: The median family income for the region in which the installation is located.

Economic Feasibility-Life Cycle Costs
Leverage is only one indicator of the economic attractiveness of an installation’s MFH for privatization.  The AF also desires that the net present value (NPV) of privatization costs be less than those for continued AF ownership and management of MFH.  The NPV of privatization costs is calculated based on annual BAH payments to persons living in units being considered for privatization and annual costs for management and leases.  The NPV of government ownership is calculated based on annual costs for management, utilities, services, leases, and maintenance and repair.  

The Air Force used the above rationale and existing tools as a basis for determining a base-specific investment approach for Sample AFB.  Although the FHMP is guided by the above rationale, the installation commander plays a critical role in the process by determining the severability question for housing units and approving the investment approach for Sample AFB.  The base-specific approach approved by the installation commander will preside in this report.
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Sample AFB is located in San Antonio, State.  Sample AFB is assigned to HQ MAJCOM and is operated by the XXth Training Wing.  

MFH Requirements

The AF seeks to maximize reliance on the local housing inventory consistent with the needs of the mission and military families.  MFH requirements are determined by first completing a housing market analysis and then adjusting this requirement based on current demand for existing MFH.

The AF conducts housing market analyses every three years or whenever there is a major mission change to determine the capability of the community to provide housing for military families assigned to each installation.  The analysis assumes families who cannot be accommodated in the community should be provided MFH.  Only community housing located within 30 minutes commuting distance of the installation is factored in this analysis.  The analysis also assumes that MFH is provided for the greater of personnel designated key and essential, personnel representing 10 percent of each pay grade, personnel living in MFH eligible for the National Register of Historic Places, personnel whose total Regular Military Compensation is less than 50 percent of the local median family income, and current MFH demand.  Sample AFB has maintained an average occupancy rate of 98.7 percent over the last three years.  Accordingly the family housing requirement for Sample AFB is 1,246.  A summary of the analysis and a map of the housing market area are provided in Appendix A.  

The family housing requirement is satisfied by:



(
Government Owned and Operated Inventory: 262

(  MFH Inventory that is geographically separate or severable: 0

(  MFH Inventory that is not geographically separate or severable: 262
· Leased Housing: 0
· Privatized Housing:  984
Revitalization Costs

OSD requires that all AF retained housing meet modern standards by the end of Fiscal Year (FY) 2010.  Appendix C provides a summary of the proposed actions and their costs to satisfy this requirement.  These include the necessary investments (either P-711 or P-713) to bring the units up to modern standards.  The costs to eliminate housing deficits are also included.  All costs are shown in FY01 dollars.

The MILCON cost to bring all housing up to modern standards at Sample AFB is $15.4M.  The AF intends to revalidate housing requirements and associated upgrade and replacement costs prior to proceeding with any MILCON or privatization project.

Operations and Maintenance Costs

The AF intends to program sufficient funds to properly operate and maintain existing housing.  The operations and maintenance costs (P-722) for Sample AFB MFH are shown in Appendix C.  These are divided into two major components: essential work and Real Property Maintenance by Contract (RPMC). 

The first component, essential work, includes management, utilities, services, leases, daily maintenance and repair, and change-of-occupancy maintenance. The annual expenditure requirement for this component is assumed to be equal to past expenditures as obtained from the Base Civil Engineer's accounting records.  All essential work costs, with the exception of management and lease costs, are adjusted to reflect changes in inventory.  Management costs are assumed to remain stable regardless of the inventory size.

The second component is RPMC, which provides for the replacement or repair of major building subsystems such as roofs and heating, ventilating, and air conditioning systems.  The costs for RPMC work are derived from the Real Property Maintenance Model which projects required expenditures based on the current condition of major house components (as reported in the latest Condition Assessment Matrices for the base), their anticipated economic life, and their replacement costs, and which reflects changes in the inventory on average cost per unit basis.  The projected costs are adjusted depending on the status of housing.  The full requirement is supported if housing is to be retained and no upgrade is required.  The requirement is reduced by 10 percent each year if housing is to be upgraded, divested, or disposed within ten years. 

Surplus MFH Units

Surplus units are normally retained until the end of their economic life and then demolished, transferred to other acceptable uses such as temporary lodging facilities or incorporated into privatization initiatives.  The AF requires expedient disposal of surplus housing.  However, there are two factors that may affect the timing of disposal.  These are the housing economic life and the community housing absorption rate.  

It may be fiscally prudent for the AF to keep surplus housing until the end of its economic life.  For purpose of this plan, the economic life is estimated to be 50 years from the date of construction or 20-25 years from the last "whole-house" improvement.

The AF should not dispose of surplus housing at a rate faster than the military families can be absorbed into community housing (i.e., the community housing absorption rate).

There are 0 surplus units at Sample AFB. 

MFH Privatization Potential

There are several options available for executing the installation's master plan.  The costs are provided for using the traditional options-specifically the MILCON (P-711), Improvement (P-713), and Operations and Maintenance (P-72X) Programs.  However, it is not possible to bring all required MFH at all installations up to modern standards by the end of FY 2010 within projected AF MFH budgets using these programs.

There are two criteria for assessing privatization potential used in developing this plan: (1) MFH is geographically separate or severable from the installation and (2) MFH privatization project is economically feasible.

MFH Severability


The AF guidance is that privatized MFH will be physically separate (geographically separated or severable) from other installation functions.  Accordingly, to be eligible for privatization, it must be possible, but not required, to be able to place a fence around the MFH area and have or be able to obtain access to the area from a public road.  This severability guidance ensures that if, at a later date, the demand by military families is insufficient to fill all housing, alternate civilian renters could access the housing estate without entering the operational portion of the installation.


The Commander of Sample AFB has determined that the MFH estate does not meet this severability criterion.  

A map of the MFH real estate is shown in Appendix B.  

Economic Feasibility – “Scored” Cost

OSD has established a fiscal criterion to determine whether or not to pursue housing privatization.  The criterion requires the Office of Management and Budget (OMB) “scored” cost for housing privatization be one third or less than the estimated MILCON costs to bring all housing units up to modern standards.  The "scored" cost is the amount of funds the AF must have available at the time a privatization project is executed.

The AF has developed a model to estimate the OMB “scored” cost.  The following factors are used in the model:

· Development Cost: The cost of improvements, demolition, and new and replacement construction.

· BAH: The total annual allowances that would be paid to the occupants of MFH if the housing were privatized.

· Regional Dependency: A measure of the economic dependency of the community on the installation shown based on the installation and county payrolls.

· Regional Economy: A measure of the vitality of the regional economy based on changes in population, employment, and retail sales.

· Potential Rental Income: A measure of the rental income that will be available to the developer as measured by the percentage of units that will be occupied by Junior Non-Commissioned Officers.

· Housing Sufficiency: The number of existing units as a percentage of the number of units required in the given scenario.

· Median Family Income: The median family income for the region in which the installation is located.

The estimated OMB "scored" cost for privatizing the severable MFH units at Sample AFB is $N/A.  The MILCON cost for upgrading or replacing severable housing to meet modern standards is $0M.  The leverage is N/A.  This does not meet the OSD criterion.  Accordingly, the installation MFH master plan is based on the presumption that privatization is not feasible.

Economic Feasibility-Life Cycle Costs
Leverage is only one indicator of the economic attractiveness of an installation’s MFH for privatization.  The AF also desires that the life-cycle costs for privatization be less than the costs for continued government management and operation of MFH.  The net present value (NPV) of government ownership for 30 years is calculated from the annual costs associated with management, utilities, services, leases, daily maintenance and repair, and RPMC.  The NPV to the government of privatization for 30 years is calculated from the annual costs associated with BAH payments for those units being considered for privatization, management, and leases. 

Privatization Results

For Sample AFB, 0 of 262 government owned housing units are located in separate or severable areas.  Life cycle costs for privatization were not calculated due to the commander's position on severability.  Therefore, considering location, life cycle cost and leverage, privatization is not viable for Sample AFB.

Summary

Based on market supply and customer demand, the family housing requirement at Sample AFB is 1246 units.  At the end of FY2002, Sample AFB is projected to have access to 262 government-owned units, 984 privatized and 0 leased family housing units. One hundred sixty-one (161) units are inadequate and require revitalization.  The total cost to provide adequate housing to meet the Sample AFB requirement is $15.4M, which includes new construction, improvement, and demolition costs.


For Sample AFB, 0 government owned housing units are located in separate or severable areas.  Life cycle costs and leverage for privatization were not calculated due to the Commander's position on severability.  Therefore, considering location, life cycle cost and leverage, privatization is not viable for Sample AFB.  
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APPENDIX D:  MAJCOM WORKING GROUP NOTES

The following documents any assumptions, special considerations and information that was used to develop the Installation FHMP for Sample AFB during the Air Staff, MAJCOM, installation working group meeting held at each MAJCOM from May to June 2000.

This plan assumes completion of the FY 98 (pilot) and the FY 02 privatization projects.  FY 02 privatization project includes Kelly Wherry, Capehart and Zachary housing.
For Official Use Only

4
For Official Use Only
5

