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MILITARY CONSTRUCTION APPROPRIATIONS
FOR FISCAL YEAR 2004

TUESDAY, MARCH 4, 2003

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.
The subcommittee met at 2:35 p.m., in room SD-138, Dirksen
Senate Office Building, Hon. Kay Bailey Hutchison (chairman) pre-
siding.
Present: Senators Hutchison, Stevens, Feinstein, and Johnson.

DEPARTMENT OF DEFENSE
OFFICE OF THE SECRETARY

STATEMENT OF HON. DOV S. ZAKHEIM, UNDER SECRETARY OF DE-
FENSE (COMPTROLLER)

ACCOMPANIED BY RAYMOND F. DuBOIS, DEPUTY UNDER SECRETARY
OF DEFENSE FOR INSTALLATIONS AND ENVIRONMENT

OPENING STATEMENT OF SENATOR KAY BAILEY HUTCHISON

Senator HUTCHISON. Good afternoon. I am pleased to call to
order this hearing to review the President’s fiscal year 2004 budget
for Military Construction. I welcome all of you, and look forward
to serving this year with Senator Feinstein again. We have worked
on the committee together. We have now gone both ways, and I
think that we certainly work together well as a team, and I'm look-
ing forward to that.

We will hear testimony this afternoon on Military Construction,
family housing, BRAC, and Guard and Reserve programs for the
Department of Defense. We have two panels with us today. The
first panel will have representatives from the Office of the Sec-
retary of Defense, Dr. Zakheim, the Department of Defense Comp-
troller, and Mr. Ray DuBois, the Deputy Under Secretary of De-
fense for Installations and Environment. The second panel consists
of the Assistant Secretaries of the Army, Navy, and Air Force. I am
going to ask you to summarize your statements, although we cer-
tainly want the whole thing for the record.

We have reviewed the 2004 budget request, and I note that the
budget request is down again from the amount appropriated in
2003 almost 14 percent from the enacted level and 6.5 percent from
last year’s budget request. This is a downward trend that is of con-
cern to us, and certainly we would like to explore how we are going
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to revitalize our infrastructure, which has been an early goal, with
this downward spiral.

Of more concern is the amount allocated for overseas bases in
the budget request. The overall number continues to increase every
year. Last year, it constituted 16 percent of the proposed budget for
military construction. For 2004 it comprises approximately 19 per-
cent of the total amount requested, and that is $1.74 billion. Mean-
while, funding directed to modernize and revitalize our domestic
bases is decreasing. We would like to talk about those two num-
bers.

We understand that there are major review efforts currently un-
derway to assess force structure and base infrastructure in Europe
and Korea. It may be premature to move forward with some of the
funding requested in the budget until those reviews are complete.
We will take a hard look at the specific projects over the next sev-
eral months.

The committee is still waiting for the overseas basing master
plan which was due to Congress last April. It has been almost a
year, and we still do not have that report. That report was re-
quested in the 2003 bill.

So I look forward to exploring some of these issues with you, and
looking forward to hearing from you, and now I would like to turn
to my Ranking Member, Senator Feinstein.

STATEMENT OF SENATOR DIANNE FEINSTEIN

Senator FEINSTEIN. Senator, thank you very much. I very much
share your comments and think you are right on. I find this a
somewhat puzzling budget. It keeps going down when our military
activity is going up, and this budget probably is more closely re-
lated to military quality of life than virtually anything else.

I cannot help but note that for the active components, the
MILCON cut is 16 percent, or $850 million, and for the reserve
components the aggregate cut is 46 percent, or $368 million. If I
recall, although we added back last year, it was a 45 percent cut
last year, and the BRAC cleanup account—and I really think, in
looking over some of the bases that need cleanup, that Texas and
California can use the whole account itself, that there are so many
bases that need cleanup, and this is down 34 percent. And family
housing, which is the Administration’s flagship MILCON program,
has slipped almost 5 percent, so I am very interested, Madam
Chairman, and I hope that the distinguished people before us today
will indicate what the thinking is for the continued decline of the
MILCON account, whether we are going to see this again next year
and the year after, because then at some point we are going to
have real problems as to how we provide adequate housing and
other facilities for our military, so thank you, and I look forward
to it.

Senator HUTCHISON. Thank you, Senator. Senator Stevens, any
opening statement?

Senator STEVENS. I have no opening statement.

[The statement follows:]
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PREPARED STATEMENT OF SENATOR TIM JOHNSON

Madame Chairwoman, I would like to thank you and Ranking Member Feinstein
for calling today’s hearing. I would also like to thank you for your continued leader-
ship on this subcommittee and for your outstanding commitment to the men and
women serving in the U.S. Armed Forces.

In addition, I would like to thank today’s witnesses for taking the time to appear
before this subcommittee. Your professionalism and dedicated service to our Nation
is greatly appreciated. As I have said in the past, the military construction budget
does not fund flashy projects like the latest high-tech weapons, aircraft carriers, or
tanks.

The results of prudent investments in military construction are not always evi-
dent. However, to think that the work of this subcommittee is not important to the
overall strength of our military is a mistake. This subcommittee funds the training
facilities that help keep our service members the best-trained force in the world.
This subcommittee funds the maintenance shops that keep our military hardware
ready for use at a moments notice. And this subcommittee funds the construction
of the medical facilities that care for our military personnel and their families. Sim-
ply put, the military construction budget is a vital part of maintaining our military’s
readiness.

I would like to take a moment to express my personal gratitude to our servicemen
and women for all they do to keep our Nation safe. In South Dakota, we are particu-
larly proud of all those who serve our Nation in uniform. South Dakota is home to
one active duty installation, Ellsworth Air Force Base. As a Lead Wing for the Aero-
space Expeditionary Force, the 28th Bomb Wing at Ellsworth Air Force Base has
played a leading role in the war on terrorism. In fact, the B—1s and their crews from
Ellsworth have recently been deployed for possible action in the Middle East. I am
very thankful for the men and women who are stationed at Ellsworth, and was
pleased to have the opportunity recently to tour the facility and get a first-hand look
at their operations and housing needs. I look forward to working with my colleagues
to address these issues.

I am also extremely grateful for the work of the men and women serving in the
South Dakota National Guard, they are playing an increasingly important role in
defending our Nation. South Dakota’s Guard and Reserve units consistently rank
in the highest percentile of readiness and quality of its recruits. This is dem-
onstrated by the fact that 21 percent of the state’s Guard and Reserve units have
been called to active duty. The nation-wide average is only 16 percent, which places
South Dakota as 11th in the Nation in the percentage of call-ups. As we look to our
Guard and Reserve components to supplement our active duty forces, we must also
make corresponding investments in the infrastructure needed for their training and
support.

Given the strain we are putting on our military personnel—both active duty and
reserve—and their families, I was surprised that the President’s fiscal year 2004
budget request included a $1.5 billion cut for military construction activities. I am
particularly concerned about the effect this cut will have on family housing. Ma-
dame Chairwoman, as a father with a son serving in the Army, I understand the
importance of quality of life issues. All of the best weapons and all the best facilities
in the world will be rendered useless if our military personnel and their families
are not afforded a good quality of life.

When asked, our military personnel consistently say good family housing is one
the most important quality of life issues they face. Attempts to improve family hous-
ing are being made. For example, Congress is working with the Department of De-
fense to provide funding for a project to eliminate 163,000 inadequate family hous-
ing units by fiscal year 2007. As a part of this effort, the budget includes $16.24
million to replace 75 family housing units at Ellsworth in fiscal year 2004. However,
improving family housing is in jeopardy if we do not provide the necessary funding.
I was disappointed that the President’s budget includes a $200 million cut in family
housing spending. This is simply unacceptable. At a time in which we are asking
our military to make even greater sacrifices, we should not be cutting funds for fam-
ily housing.

It is my hope that we will work together to restore this vital funding and recom-
mit ourselves to ensuring quality housing for all of our military personnel. As we
begin to work on the fiscal year 2004 Military Construction Appropriation bill, I look
forward to working with the members of this subcommittee to address the construc-
tion and infrastructure needs of our military. Once again, Madame Chairwoman,
thank you for calling today’s hearing. I look forward to working with you and to
hearing from our witnesses.
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Senator HUTCHISON. If not, then I would ask Dr. Zakheim for his
opening statement.

STATEMENT OF HON. DOV S. ZAKHEIM

Dr. ZAKHEIM. Thank you, Madam Chairwoman. First of all, I
have a much longer statement. I would like to submit that for the
record, please.

Senator HUTCHISON. Without objection.

Dr. ZAKHEIM. Madam Chairwoman, Senator Feinstein, Senator
Stevens, I am honored to present the military construction appro-
priations component of President Bush’s fiscal year 2004 defense
budget request. I am joined today by my colleague, Ray DuBois,
who will have a statement right after I make one.

The new Department of Defense budget balances three com-
peting demands; winning the war on terrorism, sustaining high
quality people and forces, and transforming the American military
and defense establishment. It funds the most pressing military con-
struction and family housing requirements and keeps us on track
to achieve the Department’s ambitious facilities goals in the coming
years.

It will improve the quality of life for our military through better
working and living conditions. It will support strong sustainment
and modernization for existing facilities, fund critical new construc-
tion, replace facilities that are no longer economical to repair, ad-
dress environmental compliance requirements, and continue care-
taker efforts at closing bases.

As you know, our military construction appropriations request to-
tals $9 billion in budget authority, and it includes the funding for
military construction, family housing, and base realignment and
closure accounts. Our program funds 299 construction projects at
195 locations. Complementing this $9 billion request is $1 billion
for restoration and modernization funded from the operations and
maintenance, military personnel, and working capital funds ac-
counts.

The Department is also requesting $6.4 billion for facilities
sustainment. Although we had to make some really difficult choices
because of escalating demands resulting from the war on terrorism,
especially within the operations and maintenance title, we were
able to fund 94 percent of the Services’ facilities maintenance re-
quirements. That is slightly higher than our 93 percent achieve-
ment last year, and it is significantly higher than in fiscal year
2000, when the Department met only 78 percent of the Services’ re-
quirements. It is arguable that 94 percent is reaching up to where
one would ideally wish to be.

Fiscal year 2004 funding is sufficient to construct new facilities
that are absolutely critical, most notably for new weapons systems
being fielded. Our new construction funding and emphasis on
sustainment, restoration, and modernization, which we call SRM,
reflects a multiyear management plan to revitalize DOD facilities.

A critical component of our plan is the congressionally approved
2005 BRAC round, which we hope will achieve a needed 20 to 25
percent reduction in DOD infrastructure. With a successful BRAC
round, our plan funding through fiscal year 2008 should be suffi-
cient to achieve by that date Secretary Rumsfeld’s strong goals for
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facilities recapitalization. We remain at our objective of 67 years,
on average, as that goal.

The fiscal year 2004 request keeps the Department on track to
eliminate inadequate family housing by 2007, except for the Air
Force, which will not reach that goal at four stateside installations
until 2008, and at its overseas bases until 2009. The Department’s
brightest housing story, which is not reflected in our raw budget
numbers, is the ongoing and very substantial privatization of fam-
ily housing units.

As of February 2003, 18 privatization projects have been award-
ed. Last year, we estimated a DOD investment in privatization
projects was leveraged at about 8 to 1. That is to say, for every dol-
lar we spent, we would have had to spend $8 in order to achieve
the same facility that we got through the privatization program.
This year, based on our most recent analysis of awarded projects,
we estimate that leverage factor to be 10 to 1. Applying a 10 to 1
leverage factor, this year’s $346 million investment should yield
nearly $3.5 billion in top quality housing.

Let me summarize our privatization progress as projected
through fiscal year 2004. Prior to fiscal year 2003, we provided
26,166 privatized units to our military families. That was based on
an investment of $276 million. For fiscal year 2003, we are on
track to provide at least 30,200 privatized units, and my colleague
Ray DuBois’ office estimates that it could be more than 38,000
units, based on an investment of $240 million.

For fiscal year 2004, we expect to provide at a minimum an addi-
tional 36,262 privatized units at 22 military bases based on an in-
vestment of $346 million, almost all of it coming from prior year
funding. Again, my colleagues consider this to be a conservative es-
timate. So by the end of fiscal year 2004, we expect to have pro-
vided at least 92,600 high quality privatized units based on a total
investment of $862 million.

I have to repeat that the projections I am giving you are conserv-
ative projections. The Office of the Deputy Under Secretary of De-
fense for Installations and Environment, namely Ray DuBois’s of-
fice, believes—is convinced, I should say; believes is probably too
soft a word—is convinced that the Department can and will do
more, and my staff will certainly support efforts to do so.

Looking ahead, our fiscal year 2004 budget request for privatiza-
tion totals $174.9 million for 10 new privatization projects, totalling
another 12,204 units. We plan to execute these projects in fiscal
year 2004. However, if there are delays, we will carry the funds
into our next fiscal year, when more privatization opportunities
will become available.

So to sum up, privatization is enabling the Department to mul-
tiply the benefits of its budget dollars and get more military fami-
lies into top quality accommodations far more quickly than would
otherwise have been the case. This is therefore no longer some side
project, or merely an incremental project, as I think was originally
envisaged, or somehow an add-on to what we were doing. This is
now central to our entire effort.

Let me turn next to a subject that I know all of you are terribly
concerned about, and that is overseas construction. In keeping with
congressional direction, new construction in overseas areas is being
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requested only where construction requirements are of high pri-
ority, when absolutely essential to U.S. overseas basing needs, and
after all burden-sharing opportunities have been explored and
found to be unworkable.

We are currently conducting a critical review of fiscal year 2003
and 2004 projects in the European Command and Korea, and we
have asked the new combatant commanders in those theaters to
determine if projects previously requested continue to be support-
able. At the appropriate time, we will brief you on the outcome of
this review, and I may say that this will be sooner rather than
later. We may request a budget amendment to address the fiscal
year 2003 projects and reprioritize the fiscal year 2004 projects.

Regarding construction for our chemical demilitarization pro-
gram, the Department continues to make steady progress. The
2004 budget includes $119.8 million for the construction of chem-
ical demilitarization facilities. This funding is not in the $5 billion
military construction request because the Department has consoli-
dated all funding for the chemical demilitarization program, includ-
ing construction, into a single account, and this is in conformity
with the fiscal year 2003 National Defense Authorization Act. The
single account is called Chemical Agents and Munitions Destruc-
tion, Army, which is the DOD appropriations request under the
“Other DOD Programs” title.

In closing, I thank you for this opportunity to describe Depart-
ment of Defense plans to sustain and revitalize its facilities. I
thank you also for the ongoing support that we know we have been
getting from you in the past and continue to get from you on some
of the key and not uncontroversial issues that we have to face in
this changing world environment.

PREPARED STATEMENT

The President’s fiscal year 2004 budget will enhance the quality
of life of our Service members and our families, it will strongly sup-
port current requirements and missions, and it will enable the
needed long term streamlining and recapitalization of DOD facili-
ties. I urge your approval of our request. Our Department and I are
ready to provide whatever details you may need to make these im-
portant decisions and again, I repeat, we want to work with you
as we review some of the decisions we have already made.

Thank you.

[The statement follows:]

PREPARED STATEMENT OF HON. DOV S. ZAKHEIM

Madam Chairwoman, Senator Feinstein, members of the committee, I am honored
to present the Military Construction Appropriations component of President Bush’s
fiscal year 2004 defense budget request.

The new Department of Defense (DOD) budget balances three competing de-
mands: winning the war on terrorism, sustaining high quality people and forces,
and transforming the U.S. military and defense establishment. It funds the most
pressing military construction and family housing requirements and keeps us on
track to achieve the Department’s ambitious facilities goals in the coming years. It
will improve the quality of life for our military through better working and living
conditions. And it will support strong sustainment and modernization for existing
facilities, fund critical new construction, replace facilities that are no longer eco-
nomical to repair, address environmental compliance requirements, and continue
caretaker efforts at closed bases.



7

FUNDING AND PROGRAM HIGHLIGHTS

The Military Construction Appropriations request totals $9.0 billion in budget au-
thority and includes funding for Military Construction, Family Housing, and Base
Realignment and Closure (BRAC) accounts. Our program funds 299 construction
projects at 195 locations. The following table summarizes funding (budget authority
in billions) in fiscal year 2003 and in our fiscal year 2004 request:

[Billions of dollars]

it e O o

Military Construction 42 57 —-11 4.6
BRAC 0.6 0.6 —0.2 0.4
Subtotal 438 6.3 -13 5.0

Family Housing 42 4.2 —-0.2 4.0
Total 9.0 210.5 -15 9.0

1Does not include $565 million requested in the Defense Emergency Response Fund (DERF). Of this request, $540 million was appropriated
in Military Construction accounts, partly accounting for the high fiscal year 2003 enacted total.

2|ncludes $157.6 million for Chemical Demilitarization construction. The fiscal year 2004 request of $119.8 million for this construction is
Lunded in thle Chemical Agents and Munitions Destruction, Army account, which is in the DOD Appropriations request under the Other DOD
rograms title.

Complementing this $9.0 billion request is $1.0 billion for restoration and mod-
ernization (R&M) funded from Operation and Maintenance (O&M), Military Per-
sonnel, and Working Capital Funds accounts. The Department is also requesting
$6.4 billion for facilities sustainment. Although we had to make difficult choices be-
cause of escalating demands resulting from the war on terrorism, especially within
the O&M title, we were able to fund 94 percent of the Military Services’ facilities
maintenance requirements. That is slightly higher than our 93 percent achievement
last year and significantly higher than in fiscal year 2000, when the Department
met only 78 percent of the Services’ requirements.

Fiscal year 2004 funding is sufficient to construct new facilities that are abso-
lutely critical, most notably for new weapon systems being fielded. Our new con-
struction funding—and emphasis on Sustainment, Restoration, and Modernization
(SRM)—reflects a multiyear management plan to revitalize DOD facilities. A critical
component of our plan is the congressionally approved 2005 BRAC round, which we
hope will achieve a needed 20—25 percent reduction in DOD infrastructure. With a
successful BRAC round, our planned funding through fiscal year 2008 should be suf-
ficient to achieve—by that date—Secretary Rumsfeld’s strong goals for facilities re-
capitalization.

The fiscal year 2004 request keeps the Department on track to eliminate inad-
equate family housing by 2007—except that the Air Force will not reach that goal
at four stateside installations until 2008 and at its overseas bases until 2009.

The Department’s brightest housing story—not reflected in our raw budget num-
bers—is the ongoing, substantial privatization of family housing units. As of Feb-
ruary 2003, 18 privatization projects have been awarded. Last year we estimated
that DOD investment in privatization projects was leveraged at about eight to one.
This year, based on our most recent analysis of awarded projects, we estimate that
leverage factor to be ten-to-one. Applying this 10:1 leverage factor, this year’s $346
million investment should yield nearly $3.5 billion in top-quality housing.

Let me summarize our privatization progress, as projected through fiscal year
2004:

—Prior to fiscal year 2003, we provided 26,166 privatized units to our military

families—based on an investment of $276 million.

—For fiscal year 2003, we are on track to provide at least 30,200 privatized
units—based on an investment of $240 million—and perhaps more than 38,000
units.

—For fiscal year 2004, we expect to provide at a minimum an additional 36,262
privatized units at 22 military bases—based on an investment of $346 million,
almost all of it from prior-year funding. Again, my colleagues view this as a con-
servative estimate.

—Thus by the end of fiscal year 2004, we expected to have provided at least
?2,600 high quality privatized units—based on a total investment of $862 mil-
ion.
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Let me repeat, these projections for fiscal year 2003 and 2004 privatization are
conservative. In fact, the office of the Deputy Under Secretary of Defense (Installa-
tions and Environment) believes the Department can do more, and my staff will
support efforts to do so.

Looking ahead, our fiscal year 2004 budget request for privatization totals $174.9
million for 10 new privatization projects totaling 12,204 units. We plan to execute
these projects in fiscal year 2004. However, if there are delays we will carry funds
iri)tlo the next fiscal year, when more privatization opportunities will become avail-
able.

In sum, privatization is enabling the Department to multiply the benefits of its
budget dollars and get more military families into top quality accommodations much
sooner than would otherwise be possible.

MILITARY CONSTRUCTION ACCOUNTS

The following are key elements of our $5.0 billion fiscal year 2004 request for
Military Construction accounts:

Active Forces and Defense-Wide.—The $4.1 billion budgeted for Active Forces and
Defense-Wide programs is targeted towards improving readiness, quality-of-life,
DOD work places; restoring the most seriously degraded facilities; and providing fa-
cilities to support new weapons systems. The request includes $1.2 billion for bar-
racks projects; $1.1 billion for operational and training facilities; $518.9 million for
maintenance and production facilities; $229.7 million for community facilities;
$161.7 million for medical facilities; $99.4 million for utility facilities; $86.2 million
for supply facilities; $82.2 million for administrative facilities, and $73.0 million for
research and development facilities.

Guard and Reserve Facilities.—The $369.6 million requested in fiscal year 2004
for the Reserve Components is balanced both to provide the necessary facilities to
support current and new missions and to replace aging facilities that are no longer
economical to repair. The request is $318.3 million less than the fiscal year 2003
enacted level, but $72.3 million higher than the fiscal year 2003 request of $297.3
million. The fiscal year 2004 program includes 53 major construction projects as
well as planning and design work and minor construction. Most projects are training
centers, maintenance facilities, and operational facilities in support of the Reserve
Components’ mission.

Quality-of-Life.—A significant portion of the military construction program—$1.2
billion—will be for new or improved barracks for unaccompanied military personnel.
This will fund 46 projects to construct or modernize barracks and to provide ap-
proximately 13,000 new or improved living spaces. The Army, Navy and Air Force
are continuing to build to the “1+1” design (one soldier to a room with a shared
bathroom) for personnel permanently assigned to a base. The Marine Corps is build-
ing to the “2+0” design (two EI-E3s to a room, each room with its own bathroom)
in an effort to improve living conditions of Marines sooner than if they followed the
1+ 1 design standard. In addition, the fiscal year 2004 program will allow the De-
partment to construct or modernize six schools for dependents, seven physical fit-
ness centers, one child development center, and one community support center.

Overseas Construction.—In keeping with congressional direction, new construction
in overseas areas is being requested only where construction requirements are of
high priority, when absolutely essential to U.S. overseas basing needs, and after all
burden-sharing opportunities have been explored and found to be unworkable. The
fiscal year 2004 program provides $703.7 million for specific overseas projects that
meet these criteria. Of the $703.7 million, $128.7 million is for Korea, $288.1 million
for Germany, $155.0 million for Italy, $55.6 million for other European sites, and
$76.3 million for various locations overseas. We are currently conducting a critical
review of fiscal year 2003 and 2004 projects in the European Command and Korea
and have asked the new Combatant Commanders in those theaters to determine if
projects previously requested continue to be supportable. At the appropriate time,
we will brief you on the outcome of this review and may request a budget amend-
ment to address the fiscal year 2003 projects and reprioritize the fiscal year 2004
projects.

Medical Projects.—Consistent with the Department’s emphasis on quality-of-life
improvements and readiness, the fiscal year 2004 budget reflects the high priority
placed on health care. It requests $161.7 million for seven medical projects, includ-
ing $71.6 million for the fifth phase of a $215 million replacement hospital at Ft.
Wainwright, Alaska; $21.5 million for a hospital addition at the U.S. Air Force
Academy, Colorado; $6.4 million for a dental clinic replacement in Connecticut;
$15.7 million for a medical/dental clinic renovation in Washington, D.C.; $9.0 mil-
lion for a hospital energy plant addition at Walter Reed Medical Center in Wash-
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ington, D.C.; $12.6 million for a dental clinic addition in Grafenwohr, Germany; and
$24.9 million for a dental clinic replacement at Anderson AFB, Guam.

Chemical Demilitarization Construction.—The Department continues to make
steady progress in its chemical demilitarization efforts. To that end, the fiscal year
2004 budget includes $119.8 million for the construction of chemical demilitarization
facilities. This funding is not in the $5 billion Military Construction request because
the Department has consolidated all funding for the chemical demilitarization pro-
gram, including construction, into a single account—comforming with the fiscal year
2003 National Defense Authorization Act. The single account is Chemical Agents
and Munitions Destruction, Army—which is in the DOD Appropriations request
under the Other DOD Programs title.

Energy Programs.—This Administration is committed to energy conservation. Re-
flecting that commitment, the budget includes approximately $70 million in fiscal
year 2004 for projects that will result in energy savings and support long-standing
goals to reduce energy demand. Last year the Congress appropriated $34.5 million.

Minor Construction/Planning and Design.—The request contains $75.5 million in
fiscal year 2004 for minor construction, alterations, and modifications to existing fa-
cilities. These funds are essential to meet unforeseen construction requirements that
can impair the health, safety, and readiness of our forces. In addition, we are re-
questing $386.6 million for planning and design. These funds are urgently needed
to complete the design of fiscal year 2005 projects and initiate design of fiscal year
2006 projects, and we seek your support for this request so we can proceed with
these construction requirements.

BASE REALIGNMENT AND CLOSURE (BRAC)

In the past, the BRAC process has been a major tool for reducing our domestic
base structure. Between 1988 and 1995, four BRAC Commissions proposed the clo-
sure or realignment of 152 major installations and 235 smaller ones. Implementa-
tion of the last round of the four approved BRACs was completed on July 13, 2001.
Once all funding is complete, the Department will have invested about $22.2 billion
and realized savings of about $37.7 billion for total net savings of about $15.5 billion
(about $17 billion when inflated) over the implementation period from fiscal year
1990 to fiscal year 2001. Total annual savings after fiscal year 2002 are projected
to be about $6 billion. For fiscal year 2003, the BRAC request was $545.1 million—
for environmental restoration and caretaker costs for bases closed under these pre-
vious rounds. The fiscal year 2004 request is $370.4 million, a decrease of $173.7
million. This funding decrease indicates that bases continue to be cleaned efficiently
to environmental standards, thereby speeding the transfer of property to redevelop-
ment authorities.

The fiscal year 2004 budget assumes that the additional round of base closures
and realignment in 2005 will occur, as authorized in the fiscal year 2002 National
Defense Authorization Act. The Department hopes that the round will achieve at
least a 20-25 percent reduction in military infrastructure and savings of approxi-
mately $6.5 billion per year. Funds to begin implementation of the 2005 BRAC rec-
ommendations are currently programmed for fiscal year 2006.

NATO SECURITY INVESTMENT PROGRAM

The NATO Security Investment Program (NSIP) request totals $169.3 million in
fiscal year 2004. This is the U.S. share (approximately 24.7 percent) of the acquisi-
tion of NATO common use systems and equipment; construction, upgrade, and res-
toration of operational facilities; and other related programs and projects required
in support of agreed NATO strategic concepts and military strategy. Anticipated
recoupments from previously financed U.S. projects and available prior year funds
of $14.4 million results in a total fiscal year 2004 program of $183.7 million. This
request is the minimum essential U.S. contribution for NATO’s efforts. It will sup-
port both our strategic security and our economic interest in the European Theater.

FAMILY HOUSING

Budget authority for fiscal year 2004 Family Housing totals $4.0 billion—down
from $4.2 billion requested in fiscal year 2003. This decrease is partly a result of
our shrinking inventory of government-owned housing due to privatization. This
budget will enable us to construct, improve, privatize, operate, maintain, and lease
family housing units. It will enable the Department to continue its aggressive effort
begun last year to eliminate inadequate housing. The government-owned units aver-
age about 35 years in age. These DOD-owned and leased units house approximately
one-third of our military families.
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Our proposed increases in the Basic Allowance for Housing (BAH) will result in
improved quality of housing for our personnel. Through BAH increases, the fiscal
year 2004 budget will reduce out-of-pocket costs for personnel living off-base from
7.5 percent now to 3.5 percent in fiscal year 2004, and funding will phase out these
costs completely by 2005. Prior to fiscal year 2001, service members had to absorb
18.8 percent of these housing costs.

Family Housing Construction.—The major emphasis of the Family Housing Con-
struction Program is to replace units that are uneconomical to repair or renovate
and to upgrade the remaining units. We are requesting $1.2 billion in fiscal year
2004 to build, replace, improve, or privatize 19,950 family housing units. This fiscal
year 2004 request is $85.7 million lower than the amount enacted for fiscal year
12003, due to the President’s initiative to privatize housing for our troops and fami-
ies.

Family Housing Operations.—The Department’s fiscal year 2004 family housing
operation and maintenance request totals $2.3 billion, and the leasing request
amounts to $526 million. Our family housing operations budget will ensure that
houses in our inventory are in adequate condition for occupancy by our military
families. The family housing portion of the operation and maintenance account
funds a range of services and expenses necessary to support the DoD-owned and
leased housing units. For example, the operation account funds items such as hous-
ing administration and management, basic support services, referral services, fur-
nishings, and utilities, while the maintenance account funds routine maintenance
and major repairs. The family housing leasing account provides housing at both do-
mestic and foreign locations when the local economy cannot provide adequate sup-
port and when additional assets are needed to satisfy a housing shortfall.

Family Housing Privatization.—The fiscal year 1996 National Defense Authoriza-
tion Act provided innovative authorities that enable the Department to partner with
the private sector to revitalize our housing inventory. These tools—loan and rental
guarantees, direct loans and investments, differential lease payments, and the con-
veyance or leasing of land and facilities—have enabled the Department to tap pri-
vate sector expertise and capital to provide quality housing more quickly than would
be possible through traditional construction methods. Using the funds Congress ap-
propriated directly into the Family Housing Improvement Fund (FHIF) or funds for
construction projects that were later transferred into the FHIF, the Department is
continuing its vigorous privatization program, as detailed earlier in this statement.

CONCLUSION

In closing, I thank you for this opportunity to describe Department of Defense
plans to sustain and revitalize its facilities. The President’s fiscal year 2004 budget
will enhance the quality of life of our service members and their families, strongly
support current requirements and missions, and enable the needed long-term
streamlining and recapitalization of DOD facilities. I urge your approval of our re-
quest. Our department and I are ready to provide whatever details you may need
to make these important decisions. Thank you.

Senator HUTCHISON. I am very pleased to hear you say that, Dr.
Zakheim, because I think we need to have a more current assess-
ment, and if then following a strategic plan you would be coming
for reprogramming, I would certainly be pleased that you are more
current for sure, so we will explore that a little more.

Mr. DuBois.

STATEMENT OF RAYMOND F. DUBOIS

Mr. DuBois. Thank you, Madam Chairman, Senator Feinstein,
Senator Stevens, Senator Johnson—Madam Chairman, Senator
Feinstein, Senator Johnson.

I am honored to be here today again with my good friend Dov
Zakheim to support him. He is the numbers guy. I will try to an-
swer the programmatic and policy questions as best I can, and I
will generously turn for the numbers questions to Dr. Zakheim.

But the opportunity to discuss the President’s 2004 budget in the
military construction arena is extremely important to the two of us,
as well as it is to Secretary Rumsfeld. Some of you have heard his
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testimony here on the Hill in the prior weeks, and he has ad-
dressed the issue of transforming our force structure; he has ad-
dressed the issue of transforming the way we do business to meet
the new security challenges in the 21st Century.

He also has made it clear that in order to achieve the trans-
formation of both force structure and business operations in the
Pentagon and the Department of Defense, we also have to pay at-
tention to transforming our infrastructure.

Now, similarly to the Department writ large, transforming the
infrastructure is not an easy task. It is a very large portfolio,
620,000 facilities valued at over $600 billion, 46,000 square miles
of real estate, in excess of the size of the State of Pennsylvania, I
might add. We have managed in that enormous real estate, over—
we do manage over 300 threatened and endangered species, many,
many important cultural resources, including 68 registered na-
tional historic landmarks and over 14,000 properties currently list-
ed on, or eligible for, the National Register of Historic Places.

Now, since Secretary Rumsfeld returned to the Pentagon after 25
years, he and I and others have adopted a different view of how
we manage our portfolio, our installation and environment port-
folio. It is, after all, more than just military construction, albeit—
I know we are testifying in front of the Military Construction Sub-
committee. I think it is important to understand the context within
which we operate and how we try to manage this portfolio.

Besides, of course, family housing, you have utilities and energy
management, you have safety and occupational health funding, you
have environmental funding, both cleanup and conservation and re-
search and development. We have contributions from other appro-
priations accounts, such as the military personnel account, host na-
tion support, nonappropriated funds, working capital fund, the op-
eration and maintenance accounts and, as I mentioned, the R&D
accounts.

All of these budget requests are in support of the total portfolio,
which is in excess of $20 billion, and if one were to add the base
operations accounts, you are closer to $40 billion. In short, as I sug-
gested, one should not judge quality of life investments that the
President is asking for solely on the basis of military construction
requests.

Now, the President and Secretary Rumsfeld at the outset of this
Administration identified quite publicly military housing as a top
priority. Sustaining that quality of life element is crucial, as we
have found out, as has been proven time and time again, to recruit-
ment and retention and the readiness of our military and, to that
end, we are committed to providing quality housing. But quality
housing, again, is not just military construction, albeit it is very
important to sustain that particular appropriation, but one must
always include how we are appropriating to increase our basic al-
lowance for housing and also, again a MILCON-related issue, as
Dr. Zakheim referred, how we are supporting the leverage factor in
housing privatization.

Now, just as a quick aside, the BAH, or basic allowance for hous-
ing, is an important fiscal year 2004 budget request because it con-
tinues to lower out of pocket expenses, out of pocket housing costs
for members living off base from 7.5 percent in 2003 to 3.5 percent
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in 2004, and by 2005, the typical member living in the private sec-
tor will have zero out of pocket housing expenses.

Now, we believe our housing privatization efforts have gained
traction. The calculus here, if you will, is the curve, the level of the
curve is increasing. This is very important. As Dr. Zakheim im-
plied, with the privatization awards through fiscal 2003 and by the
end of fiscal 2004, the cumulative total within the Department will
be in excess of 100,000 units privatized.

Now, as I indicated, military construction is a critical tool to re-
solving our large inadequate housing problem, and in this budget
we are requesting $4 billion in new budget authority for family
housing construction and O&M. This funding will enable us to con-
tinue O&M and modernizing our family housing, helping us to
meet the goal which the Secretary and the President moved up 3
years to 2007.

But family housing is only one aspect of our housing require-
ment. Bachelor housing, or unaccompanied housing, also deserves
our attention. In the 2004 budget, we have included a request to
fund, fund to build or renovate over 12,000 what we call bed
spaces, self-explanatory. The Services are making significant
progress toward meeting, or have already met that other nasty
issue pertaining to old housing in the bachelor environment, that
was gang latrines.

The Services in addition are currently preparing barracks master
plans similar to the family housing master plan which the Con-
gress required for managing their inventory, and I encourage you
to ask the succeeding panel, the three Assistant Service Secre-
taries, for their views in this regard. We strongly, at the OSD level,
the Defense Department level, support barracks privatization, and
we are encouraging the Services to consider privatization as an al-
ternative to improve unaccompanied housing.

The sustainment and recapitalization accounts are also crucial.
We have focused on improving the work environment through the
proper sustainment of our facilities and recapitalizing them. We
have seen through the installations readiness report, similar to
unit readiness reports, that the quality of the infrastructure di-
rectly affects those units’ readiness.

Full or near full sustainment, as Dr. Zakheim indicated, im-
proves performance and reduces life cycle cost. We must maximize
the return on capital investments, new construction, and therefore
repairing and replacing facilities once they have deteriorated be-
comes for us, and for you in the Congress, a much more expensive
proposition.

Sustainment alone, however, is not enough. Even well sustained
facilities eventually wear out or become obsolete, and yes, Madam
Chairman, we have a number of facilities in that condition, so in
addition to sustainment we must restore and modernize. Some of
this recapitalization is critical and cannot wait. Our request for
$3.4 billion for restoration and modernization maintains our com-
mitment to improving the work environment while weighing the re-
quirements against other departmental priorities.

In closing, I think it is important that we recognize that the de-
fense facilities strategic plan and our installation management ap-
proach we believe provides a framework that enables us to focus
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on our overreaching goal, which is taking care of our folks, taking
care of our facilities, and enhancing our business processes. Mem-
bers of this subcommittee, under the chairmanship of both Senator
Feinstein and now Senator Hutchison again, have been absolutely
instrumental in refocusing attention on appropriate funding for re-
capitalizing our infrastructure and sustaining our quality of life im-
provements.

PREPARED STATEMENT

Secretary Rumsfeld and Secretary Zakheim and I appreciate, sin-
cerely appreciate the strong support from this Military Construc-
tion Subcommittee, and we look forward to working with you as we
transform that infrastructure.

Thank you, Madam Chairman.

[The statement follows:]

PREPARED STATEMENT OF RAYMOND F. DuBoIS

Mr. Chairman and distinguished members of this Subcommittee, I appreciate the
opportunity to discuss the President’s Budget request for fiscal year 2004 and the
plan of the Department of Defense for improving its facilities. The Department is
transforming its force structure to meet new security challenges and transforming
the way it does business. In Installations and Environment, this translates into a
renewed emphasis on taking care of our people, providing facilities to support the
warfighter by eliminating facilities we no longer need and improving those that we
do, and modernizing our business practices—all while protecting the environment
and those assets for which we have stewardship responsibility.

To prevail in the Global War on Terrorism and to prepare for future threats to
American security, the Secretary of Defense has argued forcefully that we must
transform the military. Our military capabilities must become more lethal, agile,
and prepared for surprise. This transformation was under way before the attacks
on September 11th. But, let us be clear, transformation is about more than new
weapon systems, doctrinal innovation, and the employment of technology; it also is
about changing our approach to the fundamental business practices and infrastruc-
ture of the Department of Defense.

The Department currently manages more than 620,000 facilities, valued at
around $600 billion, and over 46,000 square miles of real estate. Within that port-
folio of real estate and facilities, we manage threatened and endangered species, di-
verse geological features, and important historical resources, including 68 registered
National Historic Landmarks and over 14,000 properties currently listed on, or eligi-
ble for, the National Register of Historic Places.

The Defense Facilities Strategic Plan is our roadmap for managing this portfolio
and outlines our long-term plan—healthy, productive installations and facilities that
are available when and where needed with capabilities to support current and fu-
ture military requirements. In recent years, we have developed models to more accu-
rately determine our requirements and a sound management plan for getting our
facilities back on track.

Today, I will address our accomplishments and future plans for restoring readi-
ness to our facilities by taking care of our people, taking care of what we own, im-
proving our business practices, and transforming our bases and infrastructure.

THE ROAD TO RECOVERY

Military installations and facilities are an integral component of readiness. Instal-
lations are the “platforms” from which our forces successfully deploy to execute their
diverse missions. Over many years, these “platforms” have deteriorated. For in-
stance, each year the Major Commands of the Military Services rate the readiness
of their facilities by category. In the 2001 Installations’ Readiness Report (IRR), the
Component Commanders—the force providers—collectively rated 68 percent of facili-
ties categories C—3 (have serious deficiencies) or C—4 (do not support mission re-
quirements), a slight improvement from the 69 percent rate in 2000. The 2002 IRR
is roughly the same as 2001. Investments made since fiscal year 2002 will take sev-
eral years before the affects are apparent. We are in the process of reversing the
decay, but much remains to be done. From fiscal years 2002 to 2004, we will have
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put over $28 billion in the sustainment and revitalization of our facilities, and we
are beginning to see the results.

The installations management approach of the Department led us to a different
way to view our installations and environmental portfolio. This portfolio is more
than simply military construction and family housing. It also includes environ-
mental funding and other contributions from appropriations such as military per-
sonnel, host nation support, non-appropriated funds and working capital funds, in
addition to operations and maintenance (O&M). This funding sustains our facilities
through day-to-day maintenance and contributes to our restoration and moderniza-
tion program. The fiscal year 2004 budget request includes over $19 billion in fiscal
year 2004 to support our entire portfolio.

The Facilities Sustainment program funds the normal and scheduled maintenance
and repairs for the inventory, using operations and maintenance funds primarily,
supplemented by other sources. Sustainment preserves the inventory and allows it
to reach its expected service life. For the O&M-funded sustainment requirement, we
are sustaining our facilities at 94 percent of commercial benchmarks, slightly over
the 93 percent requested last year. We plan to achieve full sustainment not later
than fiscal year 2008.

Our Facilities Restoration and Modernization program repairs or replaces dam-
aged or obsolete facilities and implements new or higher standards where necessary.
The Restoration and Modernization program applies both military construction and
operations and maintenance appropriations to recapitalize our facilities and hous-
ing.

Our fiscal year 2004 funding request allows us to achieve a recapitalization rate
of 148 years for the Military Departments, down from 149 years in fiscal year 2003,
meaning the Department renovates or replaces its facilities an average of every 148
years. We now include the Defense Logistics Agency, DOD Education Activity and
Tricare Medical Activity in the calculations, resulting in a corporate rate of 136
years for fiscal year 2004. Our goal remains a 67-year recapitalization rate, con-
sistent with commercial practices, and our current program would achieve that level
in fiscal year 2008.

In the near term, obsolete facilities pose risks to mission effectiveness, safety,
quality of life, productivity of the workforce, and cost efficiencies, but these risks are
mitigated to some degree by eliminating facilities through Base Realignment and
Closure (BRAC), facilities demolition programs, and an aggressive acceleration of re-
capitalization rates in the future years defense program.

Facilities revitalization will take time. However, the indicators are trending in the
right direction, showing that we are indeed making progress. With continuing atten-
tion to our Defense Facilities Strategic Plan and current planning guidance, we can
achieve our goal.

COMPARISON OF MILITARY CONSTRUCTION AND FAMILY HOUSING REQUESTS

[President’s budget in millions of dollars—budget authority]

Fiscal year
2003 request 2004 request

Military Construction $4.054 $4.480
NATO Security Investment Program 168 169
Base Realignment and Closure 545 370
Family Housing Construction/Improvements 1,341 1,237
Family Housing Operations & Maintenance 2,877 2,780
Homeowners Assistance 0 0
Family Housing Improvement Fund 2 0.3

Total 8,987 9,036

TAKING CARE OF OUR PEOPLE

Our priority is to support the warfighter, ensure superior living and working con-
ditions and enhance the safety of the force and quality of the environment. At the
outset of this Administration, the President and Secretary Rumsfeld identified mili-
tary housing as a top priority for the Department. Sustaining the quality of life of
our people is crucial to recruiting, retention and readiness. To that end, the Depart-
ment is committed to providing quality housing using the established three prong
approach—increased basic allowance for housing (BAH), increased housing privat-
ization, and sustained military construction for housing.
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In January 2001, the Department had about 180,000 inadequate family housing
units. Today, through housing privatization and our military construction program,
we have reduced that number to roughly 163,000. This number will continue to
come down as we pursue the Secretary’s goal of eliminating inadequate housing by
2007.

We remain committed to reducing—and then eliminating—the out-of-pocket hous-
ing costs for the average military member through changes in the basic allowance
for housing, a key component of the Department’s approach to quality housing. The
fiscal year 2004 budget request includes necessary funding to continue lowering out-
of-pocket housing costs for members living off-base from 7.5 percent in 2003 to 3.5
percent in 2004. By 2005, the typical member living in the private sector will have
zero out-of-pocket housing expenses. Eliminating out-of-pocket expenses is good for
military personnel, but also serves to strengthen the financial profile of the housing
privatization program by providing members the ability to pay appropriate market
rents.

Privatizing military housing is a priority for the President and the Secretary and
is an integral part of the Administration’s Management Plan. Our housing privat-
{)zation program is crucial to providing a decent quality of life for our service mem-

ers.

We believe our housing privatization efforts have gained “traction” and are
achieving success. As of February 2003, we have awarded 17 projects, which include
26,100 military family housing units. We also have two awards in the final stages—
Marine Corps Air Station Beaufort/Marine Corps Recruitment Deport Parris Island,
South Carolina; and Kirtland AFB, New Mexico—which we expect to award next
month. We project more than 20 more privatization awards each in fiscal years 2003
and 2004—bringing our cumulative total to about 102,000 units privatized.

Projects at five installations have their renovations and construction completed:
Naval Air Station Corpus Christi/Naval Air Station Kingsville, Texas, Naval Station
Everett Phases I and II, Robins Air Force Base, Georgia, Lackland Air Force Base,
Texas, and Dyess Air Force Base, Texas. During fiscal year 2004, we expect several
other bases to have their renovations and construction completed or close to comple-
tion, including those at Fort Carson, Colorado and Naval Complex New Orleans,
Louisiana.

Our policy requires that privatization projects yield at least three times the
amount of housing as traditional military construction for the same amount of ap-
propriated dollars. Recent projects have demonstrated that leveraging is normally
much higher. The 17 projects awarded thus far reflect an average leverage ratio of
over 10 to 1. Tapping this demonstrated leveraging potential through housing pri-
vatization has permitted the Department, in partnership with the private sector, to
provide housing for about $264 million of military construction funding that would
otherwise have required over $2.7 billion for those 17 projects if the traditional mili-
tary construction approach was utilized.

More important than the raw numbers is the reaction of uniformed personnel and
their families to the housing developed under the initiative. It is overwhelmingly
positive based on the high quality product produced by the projects.

Military construction is another tool for resolving inadequate military housing. In
fiscal year 2004, we are requesting $4.0 billion in new budget authority for family
housing construction and operations and maintenance. This funding will enable us
to continue operating and maintaining the Department’s family housing as well as
meeting the goal to eliminate inadequate housing by 2007—3 years earlier than pre-
viously planned.

We also are improving housing for our unaccompanied service members through
increases in bachelor housing funding. The Department’s fiscal year 2004 budget re-
quest includes funding that would build or renovate over 12,000 bed spaces. The
Services are making significant progress toward meeting, or have already met, the
Department’s previous goal for eliminating gang latrine conditions for permanent
party unaccompanied members. Additionally, the Services are currently preparing
Barracks Master Plans, similar to the Family Housing Master Plan, for managing
their inventory and outlining their plans for eliminating inadequate permanent
party barracks by 2007.

As we gain momentum in privatizing family housing, we also are exploring and
encouraging the possibility of privatizing barracks that support our unaccompanied
service members. The Department strongly supports barracks privatization and has
attempted to overcome barriers that impede our ability to execute a program.

The Secretary of the Navy was authorized by the National Defense Authorization
Act for fiscal year 2003 to execute a pilot program for barracks privatization that
includes authority for the payment of partial basic allowance for housing. The Navy
considers barracks privatization a key part of their “Homeport Ashore Initiative”.
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We have discussed with the Navy some of their plans in this area, and we expect
to review a pilot proposal later this year.

We recognize that a key element in maintaining the support of the Congress and
of the private sector is the ability to define adequately the housing requirement. The
Department’s longstanding policy is to rely primarily on the private sector for its
housing needs. Currently, two-thirds of military families reside in private sector
housing, and that number will increase as we privatize the existing inventory of
housing units owned by the Military Departments. Only when the private market
demonstrates that it cannot provide sufficient levels or quality of housing should we
consider the construction, operation, and maintenance of government-owned hous-
ing.

An improved housing requirements determination process, recently approved by
the Deputy Secretary, combined with increased privatization, is allowing us to focus
resources on maintaining the housing for which we have a verified need rather than
wasting those resources duplicating private sector capabilities. The improved hous-
ing requirement process is being used by the Department to better determine the
number of family housing units needed on installations to accommodate military
families. It provides a solid basis for investing in housing for which there is a
verified need—whether through direct investment with appropriated funds or
through a privatization project.

By aligning the housing requirements determination process more closely with the
analysis utilized to determine basic allowance for housing rates, the Department is
better positioned to make sound investment decisions necessary to meet the Sec-
retary’s goal to eliminate inadequate housing by 2007. Further, as more military
families opt to reside in the private sector as housing out-of-pocket expenses de-
crease for the average member, the Services on-base housing requirement should
generally also decline. This migration should permit the Services to better apply
scarce resources to those housing units they truly need to retain.

TAKING CARE OF WHAT WE OWN

Sustaining, Restoring and Modernizing Facilities

The Department’s program for modernizing military housing is well underway.
We are also focused upon improving the work environment through proper facilities
sustainment and recapitalization. As we have seen through the Installations’ Readi-
ness Report, the quality of our infrastructure directly affects readiness. Our first
priority is to fully sustain our facilities, and we have made significant progress in
this area. Full sustainment improves performance and reduces life cycle costs, maxi-
mizing the return on our capital investments. Repairing and replacing facilities once
they have deteriorated is more expensive. Our recent investments in sustainment
and recapitalization, along with continued investment over time, will restore readi-
ness, stabilize and reduce the average age of our physical plant, reduce operating
costs and maximize our return on investment.

Despite the challenges, we have preserved funding for facilities sustainment and
restoration and modernization. The Department is requesting $6.4 billion in fiscal
year 2004 for sustainment. The budget funds sustainment at 94 percent of standard
benchmarks. That is not an average of the Military Departments—it is the floor we
established for all the Military Departments, an improvement over last year, and
we have a plan to achieve full sustainment by 2008.

But sustainment alone is not enough. Even well-sustained facilities eventually
wear out or become obsolete, and we have a lot of facilities in that condition now.
So, in addition to sustainment, we must also restore and modernize facilities. Some
of this recapitalization is critical and cannot wait. Our fiscal year 2004 funding re-
quest of $3.4 billion for restoration and modernization maintains our commitment
to improving the work environment while weighing the requirements against other
Departmental priorities.

We measure the rate of restoring and modernizing against an average expected
service life of our inventories, which we calculate at 67 years. The fiscal year 2004
Military Department recapitalization rate is about 148 years, compared with 149
years for fiscal year 2003. With the Defense Agencies included, our corporate rate
for fiscal year 2004 is down to 136 years, an improvement over last year’s request.
Our program funds the 67-year rate in fiscal year 2008, and between now and then
we plan to follow a smooth glide path to that level. This past year, we thoroughly
reviewed and standardized our Facilities Recapitalization Metric, so we can track
and report on our progress toward the goal with confidence.
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Improved Facilities Footprint Management

We continue to explore methods for reducing our footprint and better utilizing ex-
isting facilities. Demolition is a valuable tool for eliminating excess and obsolete fa-
cilities. From fiscal years 1998 through 2002, the Services demolished and disposed
of over 75 million square feet of unnecessary, deteriorated facilities, resulting in sig-
nificant cost avoidance in sustainment and restoration and modernization expenses
to the Department. We expect to exceed our goal of demolishing 80.1 million square
feet by the end of 2003, and we are requesting about $80 million in fiscal year 2004
to carry on this successful program.

While we use demolition for excess facilities, the enhanced-use leasing program
enables us to make better use of underutilized facilities. As we transform the way
we do business, the Department remains committed to promoting enhanced-use
leasing where viable. This type of lease activity allows us to transform underutilized
buildings and facilities, with private sector participation, into productive facilities.
Examples of these opportunities include, but are not limited to, the creation of new
or joint-use opportunities for office space, warehouses, hotels/temporary quarters,
vehicle test tracks, wind tunnels, energy generation plants, recreational play-
grounds, and sports venues. Additional benefits can accrue by accepting base oper-
ating support or demolition services as in-kind consideration; thereby, reducing the
appropriations needed to fund those activities. Finally, enhanced-use leasing pro-
vides opportunities to make better use of historic facilities and improve their preser-
vation as both cash and in-kind consideration may be used for those purposes. The
Army is a leader in this regard, with pilot projects being discussed at Fort Sam
Houston and Walter Reed Army Medical Center.

Improving Energy Management

As we sustain, restore and modernize facilities, part of our focus is to reduce our
energy consumption and associated costs. To accomplish this, the Department is de-
veloping a comprehensive energy strategy that will continue to optimize utility man-
agement by conserving energy and water usage, improve energy flexibility by in-
creasing renewable energy usage and taking advantage of restructured energy com-
modity markets as opportunities present themselves and modernize our infrastruc-
ture by privatizing our deteriorated and outdated utilities infrastructure where eco-
nomically feasible.

With approximately 2.2 billion square feet of facilities, the Department is the sin-
gle largest energy user in the Nation. Conserving energy will save the Department
f%rll%s that can be better invested in readiness, facilities sustainment, and quality
of life.

Our efforts to conserve energy are paying off. In fiscal year 2002, military instal-
lations reduced consumption by 3.1 percent, resulting in a 6 percent decrease in the
cost of energy commodities from the previous year. With a 25.5 percent reduction
in fiscal year 2002 from a 1985 baseline, the Department is on track to achieve the
2010 energy reduction goal for buildings of 35 percent per square foot.

The Department has a balanced program for energy conservation—installing en-
ergy savings measures using appropriated funding and private-sector investment—
combined with using the principles of sustainable design to reduce the resources
used in our new construction. Energy conservation projects make business sense,
historically obtaining about $4 in life-cycle savings for every dollar invested. The fis-
cal year 2004 budget contains $69.5 million for the Energy Conservation Investment
Program (ECIP) to implement energy saving measures at our facilities. This is a 39
percent increase from fiscal year 2003 budget request of $50 million.

The Department will also continue to pursue renewable energy technologies such
as fuel cells, geothermal, wind, solar, and purchase electricity from these environ-
mentally-friendly renewable sources when it is life-cycle cost-effective. In fiscal year
2002, military installations used 4.5 trillion British Thermal Units of renewable en-
ergy, doubling the amount from the previous year. The pursuit of renewable energy
technologies is critical to the Department’s and Nation’s efforts in achieving energy
flexibility.

A key part of our energy program is our utilities management efforts, focused on
modernizing systems through utilities privatization. By incorporating lessons
learned and industry feedback, the Department has strengthened efforts to take ad-
vantage of private sector innovations, efficiencies and financing. We have over 2,600
systems with a plant replacement value of approximately $50 billion. Thirty-eight
(38) systems have been privatized using the utilities privatization authority in cur-
rent law. Another 337 systems were privatized using other authorities, and privat-
ization solicitations are ongoing for over 850 utility systems.

The Services plan to request privatization proposals for the remaining 450 sys-
tems over the next 2 years. We are on track to complete privatization decisions on
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all the available water, sewage, electric and gas utility systems by September 2005.
Congressional support for this effort in fiscal year 2004 1s essential to maintain the
procurement momentum and industry interest, as well as maximize the benefits of
modernizing the Department’s utility infrastructure.

Improving Environmental Management

The Department continues to be leaders in environmental management. We are
proud of our environmental program at our military installations throughout the
world, and we are committed to pursuing a comprehensive environmental program.

ENVIRONMENTAL PROGRAM—SUMMARY OF REQUEST

[President’s budget in millions of dollars—budget authority]

Fiscal year
2003 request 2004 request
Cleanup $1,278 $1,273
BRAC Environmental ! 519 412
Compliance 1,701 1,603
Pollution Prevention 247 173
Conservation 152 153
Technology 205 191
Total 4,102 3,805

1 Funding levels reflect total requirement (TOA).

In fiscal year 2004, we are requesting $3.8 billion for environmental programs.
This includes $1.3 billion for cleanup, $0.4 billion for BRAC environmental, $1.6 bil-
lion for compliance; about $0.2 billion for pollution prevention, and about $0.2 bil-
lion for conservation.

By the end of fiscal year 2002, we reduced new environmental violations by 77
percent from the 1992 baseline. The Department continues to reduce the percent of
enforcement actions received per inspection, with roughly one enforcement action
per 12.5 inspections, down from one for every three inspections in 1994. We have
also improved our treatment of wastewater and the provision of drinking water for
those systems we control.

We reduced the amount of hazardous waste we generate by over 64 percent since
1992, and we are avoiding disposal costs by diverting non-hazardous solid waste
from landfills by recycling and other approved methods. These pollution prevention
techniques continue to save the Department needed funds as well as reduce pollu-
tion. As an example, the Department saved about $95 million in disposal costs in
2001. We have increased the number of alternative fueled vehicles that we use in
order to reduce the demand for petroleum, and we continue to reduce the number
and amount of toxic chemicals we release through our industrial processes and
training operations.

The Department’s commitment to its restoration program remains strong as we
reduce risk and restore property for future generations. We are exploring ways to
improve and accelerate cleanup with our regulatory and community partners.
Achieving site closure and ensuring long-term remedies are challenges we face. Con-
ducting environmental restoration activities at each site of the installations in the
program requires accurate planning, funding, and execution of plan. The Depart-
ment must plan its activities years in advance to ensure that adequate funding is
available and used efficiently.

The Defense Environmental Restoration Program goals assist the Components in
planning their programs and achieving funding for activities. We achieved our goal
to reduce 50 percent of high risk sites at active installations by the end of fiscal
year 2002 and are on track to achieve 100 percent by the end of fiscal year 2007.
At BRAC installations, final remedy for 90 percent of the sites was in place by the
end of fiscal year 2001, and we anticipate completion by the end of fiscal year 2005.

We also are working to mitigate unexploded ordnance (UXO) on our military
ranges. Our operational ranges are designed to train and make combat-ready our
Nation’s warfighters and prepare them as best as we can for combat. UXO on
ranges is a result of our military preparedness training activities. However, we are
actively seeking ways to minimize the amount of UXO on our operational test and
training ranges. The Department is developing policies on the periodic clearance of
UXO for personnel safety and to ensure chemical constituents do not contaminate
groundwater.
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For the areas other than operational ranges which have a UXO challenge—our
Formerly Used Defense Sites, BRAC installations, and closed ranges on active in-
stallations—we are currently developing the reports requested by Congress in the
National Defense Authorization Act for fiscal year 2002. We will have an inventory
of our munitions response sites, cost estimates, a comprehensive plan, and will de-
fine the current technology baseline with a roadmap for future action.

In addition, we are developing new technologies and procedures through the Envi-
ronmental Security Technology Certification Program and the Strategic Environ-
mental Research and Development Program. These, along with the Army and
Navy’s Environmental Quality Technology Program, have enabled us to make tre-
mendous strides for realizing our goals of reducing cost, completing projects sooner
and sustaining the safety of our communities.

As you may know, the Defense Science Board (DSB) assessed the UXO issue in
1998. Last year, the Under Secretary of Defense for Acquisition, Technology and Lo-
gistics commissioned a new DSB Task Force to look at this entire issue. Their report
is due for completion this summer, and we look forward to acting on their rec-
ommendations.

Beyond the dollars, we have implemented a new environmental management sys-
tems (EMS) policy as a part of the Administration’s emphasis that enables us to
train and operate more effectively and efficiently, while reducing our impact on the
environment. Through this “systematic approach,” we can continually improve both
our mission performance and our environmental management. We are implementing
this across all military missions, activities and functions to modernize the way we
manage the environment entrusted us by the American people, and we are on-track
to achieve the EMS goal established in Executive Order 13148. We hope to reach
the level where our mission activities are so well managed from an environmental
perspective that our environmental impacts would be virtually eliminated and re-
move our liabilities from long-term compliance bills. EMS is the systematic ap-
proach to achieve this goal and resolve the perceived conflict between mission and
environmental stewardship.

We also look to our stakeholders and government agencies to help us better iden-
tify our environmental management issues. On February 5th, we hosted a defense
environmental forum at the National Defense University. At the meeting, recog-
nized leaders from Federal, tribal, state and local governments, the private sector,
academia, the scientific and research community, and other non-governmental orga-
nizations exchanged insights on pressing environmental issues facing the Depart-
ment. Our objective was to identify and diagnose the major issues associated with
the twin imperatives of military readiness and environmental protection. This new
initiative will improve our communication with stakeholders and enable us to more
effectively manage our mission and environmental challenges.

Another significant environmental accomplishment is in the area of natural re-
sources. The Department has been managing natural resources for a long time—we
currently manage more than 25 million acres. In October of 2002, we issued a new
policy for “Integrated Natural Resource Management Plans”, or “INRMPS”, used by
the Department to protect natural resources on our installations. Previous guidance
emphasized early coordination with all stakeholders, the U.S. Fish and Wildlife
Service and appropriate state agencies to ensure that we meet the conservation re-
quirements of the Sikes Act and focus on the preservation and maintenance of
healthy and fully functional ecosystems. The new guidance emphasizes coordination
requirements, reporting requirements, implementation requirements, and other mis-
cellaneous requirements. The miscellaneous requirements highlight the need to en-
sure that we manage our assets in accordance with the INRMPs to ensure that
there is no net loss in the capability of military installation lands to support the
military mission of the installation, in this case test and training opportunities, as
well as preserving the natural resources entrusted to us.

We have completed integrated natural resource management plans at the vast
majority of bases. We also are pursuing the completion of integrated cultural re-
source management plans at our installations to ensure that we identify and pre-
serve historical treasures. This will allow us to test and train to maintain a ready
military force without fear of endangering our heritage. We acknowledge there are
still some very complex and difficult challenges, but we are making progress.

PRESERVING RANGES AND TRAINING AREAS

The Department takes seriously the fact that an important part of our national
defense mission is to defend and preserve the natural environment entrusted to us.
Our personnel take understandable pride in their environmental record—a record
with documented examples of impressive management of critical habitats and en-
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dangered species. However, the impacts on readiness must be considered when ap-
plying environmental regulations to military-unique training and testing activities.
The ever-growing problem of “encroachment” on our military training ranges is an
issue for us here at home, as well at our overseas training locations.

We are addressing the effects that encroachment pose to our ability to “train as
we fight.” This effort, known as the Readiness and Range Preservation Initiative,
is the Department’s broad-based effort to find solutions to a variety of pressures on
our test and training lands.

This past year, Congress enacted two legislative provisions that allow us to co-
operate more effectively with local and state governments, as well as private enti-
ties, to plan for smart growth surrounding our training ranges. These provisions
allow us to work toward preserving habitat for imperiled species and to limit devel-
opment to land uses that are compatible with our training and testing activities.
Congress also provided the Department a temporary exemption from the Migratory
Bird Treaty Act for the incidental taking of migratory birds during military readi-
ness activities. These were three of the eight provisions the Department sought ap-
proval on as part of our Readiness and Range Preservation Initiative in the Na-
tional Defense Authorization Act for fiscal year 2003.

Today, we are developing a long-term process to address encroachment by cre-
ating a multi-year, comprehensive program to sustain training and testing. This
program will pursue not only legislative clarification but also regulatory and admin-
istrative changes, internal policy and procedure adjustments, and an active stake-
holder engagement strategy.

The Administration will seek legislative clarification where laws are being applied
beyond their original legislative intent. We believe that modest legislative reforms
are needed to ensure the preparedness of this Nation’s Armed Forces, and we will
continue to work with Congress to seek enactment of legislation to address these
concerns.

We are in the process of evaluating all of the circumstances that create problems
for our test and training ranges. Some of these may be solved with administrative
or regulatory changes. We are working with the Military Services, other Federal
agencies, tribes, states and local communities to find ways to better balance mili-
tary, community and environmental needs.

The Department also is developing a suite of internal policy and procedure adjust-
ments, the capstone of which is a new Department of Defense Directive recently
signed by the Deputy Secretary to ensure long-range, sustainable approaches to
range management. In addition, we intend to strengthen and empower management
structures to deal with range issues. We also have taken a pro-active role to protect
bases from urbanization effects by working with local planning and zoning organiza-
tions and other stakeholders.

The actions taken by Congress last year will greatly assist in this process by al-
lowing us to work toward preserving habitat for imperiled species and to limit devel-
opment to land uses that are compatible with our training and testing activities.
The Services will identify opportunities to utilize these new authorities. We plan to
convene a workshop early this year with key land conservation organizations and
representatives from state and local communities to develop an implementing
Memorandum of Understanding and sample cooperative agreements that can be uti-
lized under the new authorities.

The Department also is planning to address the long-term sustainment process
by reaching out to and involving other stakeholders. We need to improve the under-
standing of readiness needs among affected groups such as state and local govern-
ments, and non-governmental organizations. We must establish dialogue and form
partnerships with these groups to reach our common goals by focusing on areas of
common interest. This will enable us to take a proactive stance against encroach-
ment and protect our bases into the future.

IMPROVING BUSINESS PRACTICES

Adopting a Common Approach to Managing Real Property

We are undertaking an aggressive initiative to make management of our real
property more efficient and effective. This project is called the Real Property Enter-
prise Solution (RPES), and is part of the larger Financial Management Moderniza-
tion Program.

Our vision is to improve the accuracy, reliability, timeliness, and usefulness of
real property information necessary by all levels of decision-making to support the
Department’s overall mission, resources, accounting, accountability and reporting re-
quirements. We will accomplish our vision through development and implementa-
tion of a standard, Defense-wide real property enterprise architecture resulting in:
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standard business practices and processes, standard categorization, definitions and
terminology and a standard system (or systems).

We are teaming with the Office of the Under Secretary of Defense (Comptroller)
to develop and update our plans. We are 80 percent finished with our enterprise
architecture for real property. An enterprise architecture catalogs the current real
property activities and leads to identification of the optimal business processes and
technical standards, with a transition plan showing how to get from the current to
the optimal state, recognizing any business constraints. By the end of this calendar
year, we plan to complete the market research and solution assessment and expect
field a pilot system or systems in calendar year 2005 for a significant portion of the
real property business area.

As part of the reform of the Department’s business practices, we developed the
Facilities Sustainment Model (FSM) and the Facilities Recapitalization Metric
(FRM). The Facilities Sustainment Model and the Facilities Recapitalization Metric,
based on standard commercial processes, improve the way we inventory and account
for facilities and more clearly defines our facilities sustainment and recapitalization
requirements. The Services have used FSM to define their sustainment require-
ments since fiscal year 2003, and the Defense Agencies were included for fiscal year
2004.

This past summer we thoroughly reviewed and standardized the FRM, so we can
track and report on our progress toward our recapitalization goals with confidence.
The revised metric is now used throughout the Department to calibrate the rate at
which we restore and modernize facilities and to ensure that all elements of the De-
partment are moving forward toward our corporate goals. With these two new tools,
we have finally established a common requirements generation process and a sound
method for forecasting funding requirements.

In developing these models, we also changed the program element (PE) structure
for fiscal year 2002 budget execution, doing away with the real property mainte-
nance PEs, and creating sustainment and restoration/modernization (recapitaliza-
tion) PEs. These newly defined program elements align our financial management
and accounting cost elements with this new, transformed management structure
and permit tying dollars and budgets to performance.

Reducing Cycle Time

An imperative within the acquisition community is to reduce cycle time while also
reducing total ownership costs. In the Installations and Environment community,
we viewed this as a challenge to improve business processes, enabling resources—
both money and people—to be better used elsewhere.

We established an integrated product team (IPT), with the Services and Defense
Agencies, to identify alternatives to reduce cycle time for military construction. Fa-
cility construction typically takes about 5 to 8 years from requirements determina-
tion to beneficial occupancy. We researched and adapted private sector practices,
where possible, but in some cases we may need legislative change. We will urge
your consideration of such proposals should they be necessary.

Focusing on Core Competencies

As we consider approaches to better utilize our personnel, competitive sourcing
provides a methodology for focusing on our core capabilities. The Department will
obtain needed products or services from the private sector where it makes sense.
We support the Competitive Sourcing Initiative in the President’s Management
Agenda. To meet the target initiated by the Office of Management and Budget, the
Department has initiated six pioneer projects as alternatives to A-76. The Army’s
“Third Wave” is an example of our new aggressive approach to identify the best way
to do business. We will also announce an additional 10,000 traditional A-76 initia-
tives this fiscal year. The Services will submit their plans to meet the President’s
management initiative objectives through the use of A-76 and alternatives in their
fiscal year 2005 Program Objectives Memoranda submissions.

Consistent with our approach of focusing on our core competencies, the Depart-
ment believes our security guard functions could be better accomplished by contrac-
tors, freeing our military and civilians to focus on other tasks that will enable us
to fight and win wars. We remain supportive of repealing the restriction in 10
U.S.C. 2465 that prohibits the Department from contracting for security guards. The
current provision inhibits the Department’s ability to quickly increase or decrease
the number of security guards, as threat conditions warrant. This provision would
provide increased flexibility as the Department continues to enhance anti-terrorism/
force protection measures.
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TRANSFORMING BASES AND INFRASTRUCTURE

One of the most effective tools we have to transform the military is through the
BRAC process. From 1988 through 1995, approximately 387 closure or realignment
actions were approved, and the Department has completed each action within its
respective statutory deadline. We have rationalized much of our infrastructure
through the previous BRACs—but much more needs to be done. We believe the De-
partment has anywhere from 20 to 25 percent excess capacity in its facilities. By
removing that excess capacity we hope to save several billion dollars annually. For
instance, prior BRAC actions have resulted in net savings to the Department—to
the taxpayer—of approximately $17 billion, with annual recurring savings of ap-
proximately $6 billion.

Continuing to operate and maintain facilities we no longer need diverts scarce re-
sources that could be better applied to higher priority programs—like improving
readiness, modernization and quality of life for our Service members. We must uti-
lize every efficiency in the application of available resources to ensure we maintain
just what we need to accomplish our missions. In the wake of the attacks of Sep-
tember 11, 2001, the imperative to convert excess base capacity into warfighting
ability is enhanced, not diminished.

However, achieving savings is not the only reason to realign and close bases. The
more important reason is to enable us to attain the right mix of bases and forces
within our warfighting strategy as we transform the Department to meet the secu-
rity challenges of the 21st century. Transformation requires rationalizing our base
structure to better match the force structure for the new ways of doing business.

Congress authorized a Base Realignment and Closure in 2005 to accomplish this
“base transformation”. BRAC 2005 should be the means by which we reconfigure
our current infrastructure into one in which operational capacity maximizes both
warfighting capability and efficiency. Through BRAC, we will eliminate excess ca-
pacity that drains our scarce resources from defense capability.

The process will not be simply a process to reduce capacity in a status-quo con-
figuration, but rather, as the foundation to transformation, it will allow us the op-
portunity to examine a wide range of options for stationing and supporting forces
and functions to make transformation what it truly should be—a “re-tooling” of the
base structure to advance our combat effectiveness and make efficient use of our re-
sources. A primary objective of BRAC 2005 process is to examine and implement
opportunities for greater joint activity.

Our installations transformation is not limited to the United States. We also are
assessing our facilities overseas to determine the proper size and mix. Since 1990,
the Department of Defense has returned or reduced operations at about 1,000 over-
seas sites, resulting in a 60 percent reduction in our overseas infrastructure and a
66 percent reduction in Europe, in particular, and we continue to review overseas
basing requirements of the Combatant Commanders and examine opportunities for
joint use of facilities and land by the Services, consolidation of infrastructure, and
enhanced training.

CONCLUSION

Our facilities continue to recover, and we are seeing the results of investments
made over the last several years. The Defense Facilities Strategic Plan and our in-
stallations management approach has provided a framework that enables us to
focus on our overarching goals: taking care of our people, taking care of our facilities
and enhancing our business processes. We have made significant progress toward
providing quality housing for our service members, and we are now focused on im-
proving the work environment.

BRAC 2005 is our most important initiative to help us accomplish this. By consoli-
dating, realigning and reducing unneeded infrastructure, the Department can focus
investments on maintaining and recapitalizing what we actually require, resulting
in ready facilities for the warfighters while more prudently using the taxpayer’s
money.

As we prepare to rationalize our base structure, we also are addressing encroach-
ment issues that impact our ability to effectively utilize our test and training
ranges. The Readiness and Range Preservation Initiative is identifying solutions to
these challenges. We have developed a plan of action and are proceeding with imple-
mentation. A key element of the plan is our proposed legislation that combines mili-
tary readiness with environmental stewardship.

Our Real Property Enterprise System (RPES) efforts will result in much improved
and standardized business practices while enhancing our financial stewardship.
Market research and solution assessment should be complete by the end of this fis-
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cal year with pilot fielding of a new system(s) or modification to existing systems
to follow.

In closing, Mr. Chairman, I sincerely thank you for this opportunity to outline our
successes in military facilities and review our plans for the future. We appreciate
your strong support of our military construction program, and I look forward to
working with you as we transform our infrastructure.

Senator HUTCHISON. Thank you. As noted before, our domestic
MILCON budget is decreasing, our overseas MILCON is increas-
ing, and I would particularly note that much has changed since the
previous long range planning for our overseas basing, and in par-
ticular I would say the timing of the large increase in this budget
for overseas construction in Germany and Korea is questionable,
bas&(eid on the changes just in the last 6 months in our strategic
needs.

In this budget you are asking for $288 million for Germany
alone, out of a total of $532 million for Europe, and for Korea $173
million at the same time we are certainly in a questioning mode
on the number of troops we would have in Korea for the long term,
and with General Jones, the Supreme Commander of NATO, actu-
ally having a proposal in public that we would be lessening the
number of troops that we would have in Germany in favor of some
more eastern countries. So my question is, why do you have all of
this for Germany, Europe, Korea, when we do not have a clear un-
derstanding of a master plan?

Dr. ZAKHEIM. Let me start, and then Ray can add to that.

In the first place, we have got a situation where we are really—
we are already modernizing in Germany and Korea. There are suf-
ficient bases in Germany. There is a plan that is a legacy of the
previous commander in Korea. We also have a further complica-
tion, and here this is something I personally was involved in. I led
the negotiation with the Koreans to get them to contribute 50 per-
cent of, in effect, host nation costs. We got a 35 percent increase
in that negotiation, and it was very tough, I can tell you.

So what we have, therefore, is a situation where we have not yet
heard the details of what General Jones has outlined the frame-
work of, and I think what he has done is reflect the Secretary’s
views, and the views that many of the senior leadership in the De-
partment have that the changing strategic environment clearly
calls for a changed infrastructure footprint in Europe. But until
such time as we have got the plan, as we have evaluated, as we
have discussed it with you, we do not have it yet, and we are mov-
ing ahead with modernization.

Now, we have done one thing. We have put a freeze on 2003 con-
struction projects in Europe, other than Ramstein, because I think
there is a consensus, and I think General Jones may have actually
said this in one of the articles that he was quoted in, that
Ramstein was central no matter how you sliced this one, given
what we do there and its strategic location and so on. But beyond
that, we have actually currently put a freeze until we hear back
from both General Jones and General LaPorte and Admiral Fargo,
the Pacific Commander, as to where they are headed. So we have,
in fact, anticipated your concern. You are looking at 2004. We have
already put freeze on for 2003.

Senator HUTCHISON. That just begs the question, how would you
feel about a freeze in 2004 so you know the long range commit-



24

ments would be in place before we would start spending hundreds
of millions of dollars?

Dr. ZAKHEIM. I would hope we would have some answers to you
from the combatant commanders before you actually put the freeze
on. I mean, picture it this way. Suppose you put a freeze on in
2004 and it turns out there are some things that General Jones,
even in this review, General Jones, General LaPorte feel they do
need, then we find ourselves sort of twisted in a new kind of knot.

Senator HUTCHISON. So what is the timetable, then?

Dr. ZAKHEIM. Well, we have asked them in effect to come back
to us in, I guess it was a total of 90 days, and we put this request
out to them about one-half a month ago, so we are about 2%
months away, and I think Ray DuBois and I are committed, I know
we are committed to discussing this with you once we have heard
from them and reviewed it with the Secretary.

We know that you have an appropriations timetable, and you
have to meet your timetable. We are going to do everything we can
to ensure that there is consistency between what you are trying to
do and what we are trying to do, because I do not think there is
much disagreement here.

Senator HUTCHISON. Well, I have to say I am pleased that there
seems to be a bit of a turn toward looking at what we are doing
overseas, and also relating it to what we are going to need in
America in 2005 so you do not close a base you are going to need
to bring troops from overseas back home to; so it seems we are on
a course, but I do think the timing is going to be important, be-
cause I do not want to mark up a bill that is obsolete the day we
mark it up.

Dr. ZAKHEIM. Well, we certainly understand that, but I think in
fairness I have to point out that I started discussing the need for
a relook at our European facilities with then Secretary-designate
Rumsfeld. On September 11, 2001 Ray DuBois and I were in Ger-
many, having been sent there by Secretary Rumsfeld to examine
this issue. As you can imagine, things changed when we were
forced to come home, and a lot has gone on since then. But the Sec-
retary has for quite some time prior to September 11 felt that there
was something that needed to be done about our overseas footprint,
and so we are acting on it. As I said, we will do everything we can
not to leave you out on some limb marking something up and then
discovering that it is OBE. I do not think that is fair to you and,
frankly, it is not fair to us, either.

Senator HUTCHISON. I think that is right. Let me add, I have vis-
ited bases overseas just as you have, and I hear constantly about
the limiting effects of not being able to have sufficient flying space
to stay in training, not having an artillery range to stay in train-
ing, and so I hope that is a consideration when you are doing the
big picture, that if you are going to have training constraints in
some of these countries, that would be a factor in your decision, not
the only factor, but a factor, so that if you are going to have to
bring people home to train—Vieques would be another example
where we build up a base, we have an agreement with the host
country, and then all of a sudden that blows up and we are going
to have to find another place to train our people coming in sea
landings.
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So I hope that is part of the discussion in the Department of De-
fense as you are going to make these recommendations both for
BRAC in America and BRAC overseas.

Dr. ZAKHEIM. It is certainly a factor. I would like to ask Ray
DuBois to add to that, although I think I have to point out that
the host nation for Vieques is us.

Senator HUTCHISON. Well, it is but it is not.

Dr. ZAKHEIM. Of course. Of course.

Senator HUTCHISON. I mean, it is not us who is protesting.

Dr. ZAKHEIM. It was complex. Anyway, Ray, would you like
to

Mr. DuBois. Madam Chairman, notwithstanding my remark
about being reticent to discuss numbers, I think it is important to
recognize relative numbers insofar as our MILCON request in 2004
shows an increase for the U.S. MILCON and a decrease, year over
year request, for overseas. So in a sense we are making certain ad-
justments, but I also think we have to look at the legacy of under-
funding for our overseas facilities that we inherited, quite frankly,
when we came on board in January of 2001.

The other issue that I think it is important to recognize, with re-
spect in particular to your suggestion of a moratorium on overseas
construction, and that is, the Secretary of Defense, as Dr. Zakheim
has indicated, has asked the combatant commanders for their
views to reprioritize and recommend where reprioritizations make
most sense, because the 2003 construction projects currently in the
pipeline were in point of fact planned for 2, 2V% years ago, and may
not reflect the realities and the requirements of today.

In addition, we would think that if reprioritization is a good
thing to do, based on the combatant commanders’ recommenda-
tions, the service Secretary and Service Chiefs’ concurrences, that
reprogramming those dollars into other areas is very important.
That would be applicable not only to 2003, but 2004, and therefore
by placing a moratorium on 2004, you would prevent an appro-
priate reprogramming, with Congress’ approval, to those, today’s
immediate requirements, vice those requirements that may have
looked very attractive in the planning stages 2V% years ago.

Senator HUTCHISON. Well, let me just say that certainly we want
to work in the best possible way for our congressional responsibility
and oversight, but we need a lot more of a strategic plan before we
pass a 2004 budget than just to pass something in a big vacuum
and then come in with a huge reprogramming request. I just do not
think that is the proper way to go.

And secondly I would just say, and then I am going to stop—I
do have some more questions, but I want to give my colleagues a
chance, but I do want to say I do not think just depending on the
CINCs’ combatant commander views is the job of the Department
of Defense, because a CINC may be looking at their sphere, but
they may not be looking at the big picture for the strategy of where
our troops are going to be needed for the future. So I do hope that
there is an overview that will be put forward that does not just say
the commander in Korea believes that you need this in Korea,
without thinking about what is needed in the Middle East, or in
Turkey, or in Italy, or Spain, or wherever. I just hope that just
talking to the commanders




26

Mr. DuBoi1s. Madam Chairman, if we were to look at an area of
operational responsibility by a combatant commander in isolation,
that would be a mistake. The Secretary has discussed at some
length with the combatant commanders and the Joint Chiefs of
Staff as recently as 2% weeks ago here in Washington at the Com-
batant Commanders Conference the importance of an integrated
global presence and basing strategy, and there was considerable
discussion around that, but there was not any disagreement that,
in point of fact, needed to happen.

Dr. ZAKHEIM. Let me add to that. Let me add to that, Madam
Chairman. First of all, as somebody who has known Jim Jones for
about 28 years, I can tell you he is about the least narrowly fo-
cused person I have ever met, but his command, as you know, now
extends into Central Asia, and it extends into Africa, and so this
is a man whose command is global, and what we are talking about,
of course

Senator HUTCHISON. And NATO is a little different, too.

Dr. ZAKHEIM. But again, he is the European Commander, and for
instance, Israel and Lebanon are part of his command, and Turkey,
of course, is part of his command within NATO, and so his concern
is as someone who has to focus, as he is as we speak, on a massive
crisis in his southeast sector. He is fully aware of the implications
of the new States that have come out from under the Soviet shad-
ow and so on, and their potential, and as a Marine, quite frankly,
he is also aware of the importance of littoral capabilities.

As to General LaPorte, I do not know him as well, but this man
is a really creative fellow, and he has brought a very different look
to what is needed in Korea. In addition, he is working with Admi-
ral Fargo, again someone I have known for a couple of decades, and
Admiral Fargo’s scope basically touches up against Admiral Jones’.

I mean, literally, when Admiral Fargo is responsible for India
and Admiral Jones is—and Zari, and then—well, I guess they do
not touch exactly, but Central Asia and India, they come pretty
close, and China, actually—no, so they do. So you have got two
combatant commanders with huge areas of responsibility. You
therefore can understand the exact kind of concern you have got,
and a very creative combatant commander in Korea.

Now, add that to what Ray just told you, that the Secretary has
made it very, very clear that we have to have the exact kind of
strategic perspective you are talking about, and I think you can be
very, very confident in their recommendations.

Senator HUTCHISON. Thank you. Senator Feinstein.

Senator FEINSTEIN. Thank you, Madam Chairman.

I want to follow up along the lines—let me begin with my bottom
line. I think it really is necessary that we sit down and have some
kind of strategic conversations on where this is all going, and over
what period of time, and how much the cost is estimated to be, and
I will tell you why.

Before last year’s hearing General Meigs came in and talked to
me about Efficient Basing South, so I went to Vicenza, and went
to Camp Ederle, and went with him and saw his plans for Efficient
Basing South.

Now, this year we have gotten another plan, efficient basing in
another direction. We put $34.8 million into Efficient Basing South
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last year. You might make a note, because I am going to go on for
a bit. I want to know essentially whether this Efficient Basing
South plan is going to be continued to be carried out.

Secondly, I guess if they are going to leave Germany we do not
have to worry about whether we build a new commander’s house
or remodel the old house, so we might save some money there. We
should know about that.

The second thing is, in December, Senator Hutchison has had
some interest, and I have had a longstanding interest in the Ko-
rean situation, so I was fortunate enough to spend the day with
General LaPorte. I saw Yongsan. I saw his desire to move out of
Yongsan. Yongsan is a strategic piece of property in the heart of
Seoul. It was also Japanese headquarters, which makes it a piece
of land with some distinct sensitivity to South Koreans, and, was
there in early December, just before the election, and there was a
great deal of anti-American sentiment about our military there.

And we put substantial moneys into the budget to do some re-
newal, and I saw some of the privately contracted housing and the
facilities that we helped fund, which was wonderful to see, some-
thing really coming out of what we do here.

Now, Secretary Rumsfeld has recently expressed support for re-
ducing the United States footprint in Korea, and specifically men-
tioned moving U.S. forces away from the Seoul area and the DMZ.
Now, the total MilCon request this year for Korea, as I understand
it, is $173 million, of which $45 million is for family housing at
Osan.

Now, this is $63 million less than last year’s level, but again, Ko-
rea’s outyears construction needs approach $1 billion, so I think
that this subcommittee really needs to know what the long term
thinking is so that we can feel that this is not going to change with
every change of command, that there is going to be something that
everybody has bought into and is going to continue to fund in the
years to come.

I must tell you, I feel very uncertain about this, particularly from
the Efficient Basing South, and you know, going to Northern Italy,
and meeting the people, and seeing what they want to do, and buy-
ing into it, so the first part of my question, is Efficient Basing
South going to go ahead?

Dr. ZAKHEIM. Well, again, we have been discussing Germany and
Efficient Basing South i1s far more consistent with what I think is
the overall direction of where we are likely to head. I have not
heard, and either Ray can kick me, alongside me, or my staff can
kick me from behind, I have not heard anyone questioning what we
are trying to do in Italy. In fact, it is highly consistent.

Senator FEINSTEIN. No, do not mistake, I did not say anybody
was questioning it. I am a supporter of it. Nobody is questioning
it. I worry that it will change next year.

Dr. ZAKHEIM. I have no indication of that. Look, I cannot speak
for what General Jones is going to do. I cannot prejudge it, but on
its face it seems to me, and I think this is why it was undertaken
in the first place, was because it was consistent with this redirec-
tion and relook at where we are likely to be.

Senator FEINSTEIN. But bottom line, we do not know whether Ef-
ficient Basing South is going to continue.
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Dr. ZAKHEIM. Bottom line, right now, it is continuing, and we
cannot prejudge what General Jones is going to do, but let me say,
I would be highly surprised if he were to question that particular
program.

Senator FEINSTEIN. He is coming in, so I will have a chance to
ask him that. I will, and perhaps we can all share.

Dr. ZAKHEIM. I have no indications that that is the direction he
is going, to somehow chop and change on that one.

Now, on Korea, you make two points that I otherwise would have
made. One is, General LaPorte is concerned about Yongsan. I was
there a few months before you were, and I had the same reaction
you did, which, one reaction that I always have when I am there
1s, we are stuck in the middle of Seoul. The other reaction, which
was a good one, was, at least we are taking care of the folks who
are living there.

Now, as long as there are folks living there, we have got to do
something for them, and whatever the plan General LaPorte comes
up with, I would be very surprised if we just uprooted ourselves
and left immediately.

Senator FEINSTEIN. My understanding is that what there would
be is a land trade.

Dr. ZAKHEIM. That is correct.

Senator FEINSTEIN. And I guess what I am asking is, could you
give us the status of that land trade?

Dr. ZAKHEIM. Well, I will get you some more for the record.
Again, General LaPorte is coming back to us, as General Jones is,
within the next couple of months, and so we will probably have a
much firmer answer by then, but I can get you something before
then.

[The information follows:]

The Republic of Korea (ROK) desires the return of lands in Seoul and in 1990
signed an Agreement-In-Principle and Memorandum of Understanding for relocation
of U.S. forces from Seoul including the majority of Yongsan Main and South Posts.
ROK agreed to grant U.S. Forces, Korea (USFK) new land in the Osan-Pyongtaek
area and completely fund the move. On June 12, 1993, ROK informed USFK that
ROK had decided to cancel the plan to purchase real estate near Osan Air Base due
to strong local opposition thus halting the relocation efforts. ROK is now showing
renewed interest in the relocation.

The relocation of U.S. forces from Seoul is currently on hold due to ROK opposi-
tion of the details of the relocation plan, and there is no anticipated Yongsan land
trade in the near future, although long-term planning for the relocation continues.
USFK conducted a Yongsan relocation requirements survey in summer of 2002. An

initial master plan to relocate the U.S. forces from Yongsan is under development
and will be completed by May 2003.

Senator FEINSTEIN. If we are going to leave the base there is no
sense in putting a lot into it.

Mr. DuBois. Senator Feinstein, just to look at Korea first, and
then I will go back to Italy, the fact that the symbolism, as you
have pointed out, of Yongsan headquarters far exceeds its square
footage, its footprint, if you will, has not escaped the Secretary of
Defense in this context, and as you have correctly referred, he has
made comments about that. The speed with which one could recon-
figure our presence—presence equals end strength as well as posi-
tioning—in South Korea is not something you do in a year.

The Secretary did send to Korea recently Deputy Assistant Sec-
retary of Defense Richard Lawless to talk to General LaPorte—and
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I encourage you to talk to General LaPorte when he is here next
week. He is going to see me on Monday—in this regard. I am inter-
ested in what he has learned, because the long term thinking is ex-
actly what the Secretary of Defense has insisted that LaPorte and
Fargo put on the table, not just 2003 and 2004, but 10 years plus
out.

As far as Efficient Basing South is concerned, and what we are
really talking about here, of course, is Vicenza and Aviano, and
also Naples and the naval stations that we have now, and this is
important to note, because it was significant military construction
that went into Sigonella, significant military construction appro-
priated by this subcommittee that went into the building of that
new housing area for the Navy near Naples, and I encourage you
to visit it. If you have not, it is fantastic.

In fact, when I visited, the wonderful comment made to me was,
the assignments folks in the Pentagon who always used to be pre-
vailed upon, do not assign me to Naples, now the assignments peo-
ple want to go to Naples. This is a positive thing, and yes, it does
reflect where I think the Secretary is going in the longer term.

Now, should we or should we not repair a four star general offi-
cer’s house in Stuttgart? I will defer that for the moment.

Dr. ZAKHEIM. I did not even address it.

Senator FEINSTEIN. We will defer it, then.

You know, I think what the General in charge at Vicenza has
done, and I really want to say this to you, is really quite remark-
able. He said when 9/11 happened the carabinieri just automati-
cally came and surrounded the base to offer protection, and this
General had established such good contacts, and this base is right
in the town, such good connections with the leadership, with the
community, that there was just solid support for the base, and that
really made me feel good, and obviously very concerned about the
men and women serving at that base and their opportunities, and
it was really a very heartwarming thing to see.

Now, it was also clear to me that General LaPorte—I mean, I
think he is a 10. He is a great human being, and I suspect a very
good tactical commander. At the same time, the problems there are
really problems that take some serious, I think, long term thinking.
And because we are putting so much money into Korea, particu-
larly in the outyears, I think that both of us really need to know
what that long term thinking is and how what we do can best serve
it, because I think everybody wants the same thing, to do the land
trade, to get out of Central Seoul, to have less of a footprint, but
still be available for any protection that might be necessary, and
I would suspect that that might be agreeable on everybody’s part.

But how we do this I think is going to be very difficult, because
the costs are going to be quite substantial, and so I am eager, and
I saw Osan, and I saw some of the housing that we had done, the
new dhousing and the recreational center, and I was really very
proud.

Mr. DuBois. Senator, I think it may be less difficult than we
think, and I am speaking for myself now, but as Deputy Under Sec-
retary for Installations and Environment, having been to Korea a
number of times since I became Deputy Under Secretary, the tough
negotiations that Dov Zakheim entered into and was successful in
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accomplishing with the South Korean Government for host nation
support must be part of our calculus here, because we do not want
to damage that relationship, especially in terms of their commit-
ment to co-invest with us on behalf of our military forces. We want
to make sure, however, as you pointed out, that it is done in the
right place.

Dr. ZAKHEIM. That is exactly right. We have to be sure that the
agreement we got—let us be honest here, the Japanese pay a sub-
stantial portion of host nation support. The Europeans do not. The
Koreans were closer to the bottom of the table. We have moved
them up to 50 percent. We do not want to lose that, and so that
%’13 another factor in this, and Leon LaPorte is a really bright guy;

e's——

Senator HUTCHISON. Are you talking about Korea moving up to
50, or are you talking about Europe moving up to 50?

Dr. ZAKHEIM. Well, let me tell you, if I had my druthers Europe
is going to move up to 50. It is going to be harder to do. Meanwhile,
I have got Korea.

Senator FEINSTEIN. You are at 35 now, right?

Dr. ZAKHEIM. Not even that high. I think if you look closely at
the European numbers, it is less than that, and that is a major
concern. We have got to wait for the time when we renegotiate.
How do you renegotiate until you know what your plan is? I mean,
what is the point, for example, to go back to the Germans, who do
not kick in anything like the Koreans do, and say, well, let us re-
negotiate, when we do not even know what it is going to be like
in Germany.

So we have got to be careful. We have got different external fac-
tors here, in addition to just the actual facilities.

Senator FEINSTEIN. I was just going to make one last point so I
could turn it back to the chairman. Environmental remediation,
and maybe I have a bias, because we have 30 closed bases, and
maybe I have a bias because McClellan Air Force Base had a nu-
clear reactor on it and we have to clean it up, and I was really
struck by the hit that environmental remediation took.

At the same time, I do want to say to you that I understand con-
siderable progress is being made at Bayview-Hunters Point, and I
want to thank you for that. I think I reported at last year’s hearing
that they had a fire that burned underground for 2 weeks before
anybody knew it was burning underground, and I am very pleased
that the Navy has done what they said they were going to do, and
I gather things are on schedule and on target there. However, I
have just a list from the Air Force of what they could use to clean
up just Kelly and McClellan, and one other base, and it is $64 mil-
lion additional dollars this year.

The military has an obligation to remove the contamination from
these bases.

Dr. ZAKHEIM. Well, let me first say that I remember your concern
last year and I am glad that we took care of that one facility. That
is important. Now I do want to turn it over to probably the guy
who knows more about this than anybody else in the Department,
Ray DuBois.

Mr. DuBois. The environmental remediation of BRAC’d property
from the four prior BRAC’s has been and continues to be a chal-
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lenge, but it is a challenge in several ways, Senator. Number 1, we
still have significant BRAC’d properties yet to be disposed of, and
those BRAC’d properties are not disposed of in no small measure
because of competing local environmental interests and competing
local economic interests. One side may want to use the property for
one use, the other faction may want to use it for another use.

One of the reasons that we have been unable, and have not
asked for in many cases money for X or Y, has been—and granted
this does not apply necessarily to McClellan and Kelly, but even if
we had the money we could not execute it because the locals have
not decided what the land use will be. It is just an aspect of it.

We have spent, since the first BRAC in 1988 and the BRACs in
1991, 1993, and 1995, up to about 40 percent of all BRAC environ-
mental remediation, and this is not surprising, given the number
of bases which were impacted in the State of California, in the
State of California. It is not as if the State of California has been
pro rata less than other places.

Now, we also have, I think, an issue, and you will have to ad-
dress this specifically to the three Service Secretaries who will fol-
low us, and I thank you for raising and noticing what the Navy has
done not just in terms of disposing of property in California also,
but also in terms of meeting their environmental obligations, but
all three Military Departments recognize their environmental obli-
gations.

You may, either in this forum or another forum, ask the ques-
tion, then why would we necessarily ask for less in terms of BRAC
environmental remediation funding this year than last? Two fac-
tors apply. One factor is, we have less environmental remediation
to do, because we have been able to—not in terms of cost to com-
plete, but in terms of what we have accomplished just in the past
2 fiscal years.

I think the other issue is, and again I encourage you to ask Sec-
retary Johnson, as he is a witness today. He is also Acting Sec-
retary of the Navy, so he has got a few jobs, but as Assistant Sec-
retary of the Navy for Installations and Environment, he has been
a tremendous asset to the total DOD disposal philosophy, because
he has worked hard with local communities to actually auction off
properties that heretofore have been held from disposal.

As you may know, under the law, those dollars go into the so-
called BRAC account, and they can only be used for environmental
remediation, so in the case of the Navy, they have asked for less
dollars this year than last, but they now, if they get the receipts
that are under contract, they will have a considerable amount of
money in that BRAC account to spend, and those dollars do not
need to be reappropriated.

It is an interesting kind of inside the beltway, if you will

Senator FEINSTEIN. We will check those accounts.

Mr. DuBoIs. Yes, ma’am.

Senator FEINSTEIN. Thank you.

Thank you, Madam Chairman.

Senator HUTCHISON. Thank you. I just have a few more ques-
tions. I wanted to finish on the—I had a few questions on the host
nation support issue. I am under the impression that Europe pays
less than 10 percent.
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Dr. ZAKHEIM. No. The numbers are closer to the mid 20s to low
30s. I do not know where you get that number from.

Senator HUTCHISON. I am not talking NATO. We have 25 percent
in NATO, but in Europe itself, I am told under 10 percent. Host
nation.

[The information follows:]

The Land Partnership Program (LPP) was signed in March 2002 and ratified by
the Korean government in November 2002. It is now being executed though no land
has been exchanged. However, host nation funded projects have been started at en-
during locations associated with LPP. The location of U.S. Forces Korea installa-
tions in the LPP are currently under review based on the requirement by the Sec-
retary of Defense that geographic combatant commanders prepare an integrated
presence and basing strategy by July 1, 2003. The LPP has a provision to modify
the installations specified if needed. THE PACOM Commander must also evaluate
the fiscal year 2003 and 2004 Military Construction programs for Korea and provide
the Secretary of Defense with his requirement by April 19, 2003.

Dr. ZAKHEIM. Host nations? That does not ring a bell. I have
seen one or two countries, but actually not in Europe, that for a
variety of reasons give, I think one gives 8 percent or something.
That is a Middle Eastern country, and there are all kinds of rea-
sons for that.

[The information follows:]

THE PERCENTAGE EUROPE PAYS IN HOST NATION SUPPORT

For the purposes of this response, “host nation support” is defined as bilateral cost
sharing contributions, in which the cost sharing is “between the United States and
an ally or partner nation that either hosts U.S. troops and/or prepositioned equip-
ment, or plans to do so in a time of crisis”. According to the June 2002 “Report on
Allied Contributions to the Common Defense”—A Report to the United States Con-
gress by the Secretary of Defense, research revealed that our European allies—on
average—contributed over 23 percent of the costs associated with the stationing of
U.S. forces during the year 2000 (most recent collection of data).

The following European countries were considered in the collection of bilateral
cost sharing contributors (listed in order from greatest U.S. cost offset percentage
to least): Norway (67 percent), Luxembourg (51 percent), Spain (50 percent), Italy
(37 percent), Belgium (35 percent), Greece (29 percent), Germany (21 percent),
United Kingdom (17 percent), Hungary (10 percent), and Turkey (3 percent). In
monetary terms, Germany was the largest contributor ($1,211 million) and Italy
ranked as the second largest contributor ($364 million).

Dr. ZAKHEIM. I would love to see those numbers, and we will get
you an answer for the record, because my recollection country by
country is, that it is somewhere between 25 and 35 for each of
those.

[The information follows:]

The information provided below represents bilateral cost sharing between the
United States and our European allies that host U.S. troops and/or prepositioned
equipment.

The Department of Defense distinguishes between two different types of cost shar-
ing: the direct payment of certain U.S. stationing costs by the host nation (i.e., on-
budget host nation country expenditures), and indirect cost deferrals or waivers of
taxes, fees, rents, and other charges (i.e., off-budget, forgone revenues).

The most recent year for which data are available is 2001, which is also what will
be t}‘eported in the 2003 Report to Congress on Allied Contributions to the Common
Defense.

[U.S. dollars in millions]

A B A+B NA(+B)
Total U.S. sta- Total sta- Percentage
tioning costs tioning costs cost sharing

$0.0 $0.1 $0.1 $66.2 $66.3 0.1

Direct Indirect

Denmark
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[U.S. dollars in millions]

X . A B A+B AN(A(+B)

Direct Indirect Total US. sta- Total sta- Percentage

tioning costs tioning costs cost sharing
[CLCT 1 N 8.2 853.4 861.7 3,197.2 4,058.9 21.2
Greece . . 0.5 17.3 17.7 284 42.2 42.1
[taly .......... . 29 356.4 359.3 554.1 913.4 39.3
Luxembourg ... . 1.1 18.7 19.8 6.0 25.8 76.8
Norway 10.3 0.0 10.3 0.6 10.9 94.5
Portugal ... . 1.7 24 41 72.1 76.2 5.4
Spain ....... . 0.0 119.6 119.6 99.0 218.6 54.7
Turkey ... . 0.0 13.6 13.6 112.1 125.7 10.8
United Kingdom 20.1 1138 133.9 733.1 867.0 15.4
Total oo 44.8 1,495.2 1,540.0 4,864.9 6,405.0 24.0

Note: Belgium has not been included as complete and accurate stationing cost information is not currently available. Hungary is also not
included; however, it does provide support to U.S. troops temporarily stationed there for operations in the Balkans.

Senator HUTCHISON. But you do intend to renegotiate once we
determine what our long term strategy is?

Dr. ZAKHEIM. As each agreement comes up for review, absolutely.

Senator HUTCHISON. Are they going to come up for review this
year?

Dr. ZAKHEIM. I do not know if the German one comes up this
year, but obviously once there is a decision to make any changes
at all, then all of these issues have to be addressed, and this would
be an opportunity for us to revisit with the Germans exactly who
is paying for what.

Senator HUTCHISON. Well, I think you and I are on the same
wavelength here, but certainly if we are going to—I am still looking
at the right way to approach a new strategy coming forward in the
very near future, and I certainly think that would be the oppor-
tunity to see how committed a country is to our being there for
their economy and their protection.

Dr. ZAKHEIM. Let me be very clear, Madam Chairman, without
Congress’s help on Korea, and Congress articulated—there was I
believe a Sense of the Congress Resolution about how much they
thought Korea should be paying, without that kind of pressure, it
would have been much harder for us to get what we got, and I en-
courage you to continue to push this line. It is very important to
us, too.

Senator HUTCHISON. Thank you. We will.

A couple of other things. It is my understanding from your testi-
mony that you will come back to us for anything you think you are
not going to need for the 2003 appropriations for reprogramming
requests.

Dr. ZAKHEIM. Yes.

Senator HUTCHISON. That is important, of course, to our com-
mittee, that we stay in the loop when we are talking about this.

Dr. ZAKHEIM. Absolutely.

Senator HUTCHISON. And I applaud your looking at 2003, as well
as our working together on 2004.

The programming this year was less for the Guard and Reserve
components than the amount that we enacted last year. My ques-
tion is, with our dependence on Guard and Reserves, why is that
the case?
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Dr. ZAKHEIM. I am probably going to give you the same answer
that I gave you last year when you asked a similar question. That
is, we have to look at all our priorities, and we have to come up
with some kind of balance. So the metric we have used is, “are the
moneys that we are spending on Guard and Reserve facilities
roughly—is it roughly the same percentage of the overall account.”
We have been at about the same percentage for the last 6 years.

Senator HUTCHISON. Do you feel that we are basically fully uti-
lizing the facilities and upgrading them as needed for our bigger
dependence on them?

Dr. ZAKHEIM. There is no doubt that we could do better. There
is no doubt that we could do better, and there is also no doubt that
the Reserves and the Guard are making a phenomenal contribu-
tion.

You have traveled overseas. Particularly, go to the Middle East,
and my goodness—I have friends that are out there, and I have got
one friend around the corner from me with three children who just
spent the year serving, and then a second year, so we all know how
difficult it is for Guard and Reserve. But again, it is always a bal-
ance, and we try to come up with the best possible number under
the circumstances and, as I say, we use that metric of a percentage
rate.

Ray, would you like to add to that?

Mr. DuBois. Well, just to embellish, if I might, briefly, fiscal year
2003 requests—requests—$297.3 million. Fiscal year 2004 requests
$369 million, and that is a significant jump in the requests, not in
terms of what was enacted.

The issue, though that I think that is important is the percent-
age issue. In terms of total milcon vice Guard and Reserve, we
went from 3 percent total MILCON to 4 percent. Now, mathemati-
cally that is a 33 percent increase, quote-quote.

Senator HUTCHISON. Yes. MILCON is coming down——

Mr. DuBois. But I know what you are going to say, and I can
understand why you are going to say it.

Senator HUTCHISON. Well, just—point made. Watch out for the
Guard and Reserves and make sure that what we are asking them
to do is commensurate with what we are doing in the budget.

A last question. This is a fine point, but the funding to construct
the chem demil facilities has always been in the past in the mili-
tary construction portion of the budget. However, this year you are
asking that this go in the defense budget, and I would like to ask
why.

Dr. ZAKHEIM. The reason is straightforward. The law, which
came with the Homeland Security Act, instructed us, and I in
fact—I can even give you the section, chapter and verse. Section
1511(d) of the Homeland Security Act says, upon the transfer of an
agency to the Department of Homeland Security, the personnel, as-
sets and obligations held by or available in connection with the
agency shall be transferred to the Secretary for appropriate alloca-
tion.

What basically we were told, we were told first of all to transfer
money out, and second of all we were also told that we were sup-
posed to certify that the—and the Congress told us this, that we
were supposed to certify that the money for chem demil would be
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put in an OSD-wide account, and what we have got is the Army
as executive agent, and it is being called chemical demilitarization,
comma, Army, as a separate account.

And I think I was reading off of the wrong sheet of music on the
homeland security. I see a lot of people looking puzzled, but the
$119 million was, we were told by the Congress to do that as well.

ADDITIONAL COMMITTEE QUESTIONS

Senator HUTCHISON. You were told by Congress to do that?

Dr. ZAKHEIM. Yes. I believe so.

Senator HUTCHISON. Well, we will check into that, because it is
our position that that should continue to be in military construc-
tion for the continuity of oversight.

Dr. ZAKHEIM. That was the fiscal year 2003 authorization Act.

Senator HUTCHISON. Okay. We will look at that again.

[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED TO HON. DOV S. ZAKHEIM

QUESTIONS SUBMITTED BY SENATOR KAY BAILEY HUTCHISON
FAMILY HOUSING PRIVATIZATION

Question. 1 applaud your efforts with regards to family housing privatization. I
noticed in your statement that the privatization leverage—that is the ratio of what
we p})lt into the deal versus what we get out—is 10 to 1. How did you calculate that
ratio?

Answer. The leverage is determined by dividing traditional construction cost by
the scored cost of the privatization project. For example, if we were to build houses
using the traditional method, it would cost us say $200 million. However, by
privatizing those houses, it would cost us only $20 million. Therefore, we would get
a 10 to 1 leverage.

Question. How many units do you plan to privatize in fiscal year 2003 and 2004?

Answer. We plan to privatize approximately 30,000 units in fiscal year 2003 and
36,000 units in fiscal year 2004. However, the Services are much more aggressive/
optimistic in their projections. Their estimates show privatizing over 38,000 units
in fiscal year 2003, compared to our more conservative estimate of 30,000. In fiscal
year 2004, our estimates are similar, about 36,000 units.

ADEQUACY OF BUDGET REQUEST

Question. Two years ago you both testified that after many years of neglect, the
department intended to start investing in infrastructure. Your proposed budget
barely funds new mission initiatives, let alone replacing aging facilities. What is the
DOD position on revitalizing facilities?

Answer. We have three investment priorities. Our first priority is to sustain our
existing facilities, our second priority is to recapitalize (both restore and modernize)
our existing facilities and the third priority is to acquire new footprint and dispose
of old facilities as appropriate. The fiscal year 2004 budget funds facilities
sustainment at 94 percent of our requirement. The fiscal year 2004 recapitalization
rate was held at about the same rate as fiscal year 2003, but is on track to meet
our 67 year recapitalization goal by fiscal year 2008.

Question. Why is the 2004 military construction request lower than the amount
enacted for military construction last year?

Answer. The fiscal year 2004 President’s Budget request for military construction
is slightly higher than the 2003 enacted amount when the Defense Emergency Re-
sponse Fund projects and congressional adds are excluded.

The 2004 request funds our highest priorities for improving quality of life and re-
solving critical readiness shortfalls. For quality of life, the military construction re-
quest sustains funding for family and bachelor housing and increases the number
of housing units privatized. We also preserved funding for recapitalization. We in-
creased funding for facilities sustainment, raising the corporate sustainment rate
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from 93 to 94 percent, which will help to preserve our facilities and reduce the need
for future, more costly revitalizations.

Question. What is the backlog of department of defense projects for military con-
struction?

Answer. The Department of Defense does not maintain a list of backlog projects.

Question. With the proposed funding in the 2004 budget for MILCON, how does
that impact the department’s overall recapitalization rate? How does that compare
to the last 2 years?

Answer. The fiscal year 2004 recapitalization rate is 148 years for the four Serv-
ices and 136 years for the combination of the four Services and three of the Defense
Agencies. This is about the same as the fiscal year 2003 recapitalization rate and
higher than the fiscal year 2002 recapitalization rate. Prior to fiscal year 2002, the
Department’s requests to Congress kept the recap rates hovering around 200 years.
The Department is currently on track to meet our 67 year recapitalization goal by
fiscal year 2008.

Question. What is the department’s strategy to reach the secretary’s proposed re-
capitalization rate of 67 years? When will that happen?

Answer. In the near term, it is our strategy to fund only the most critical restora-
tion and modernization projects. The Department will achieve its goal of a 67 year
recapitalization rate by fiscal year 2008; however, through the disposition of facili-
ties in the BRAC 2005 process, we may achieve the 67 year target sooner.

Question. Why have you programmed less for the Guard and Reserve components
than the amount that was enacted last year?

Answer. The most urgent MILCON requirements of the Department are included
in the President’s Budget without prejudice to Active nor Guard components. The
Guard and Reserve compete equally with the Active Components according to their
Facilities Investment Plans and overall Service priorities. While the MilCon amount
in the President’s budget this year is less than was enacted in fiscal year 2003, in-
cluding congressionally added projects, the Department increased MILCON funding
for the Army National Guard by 65.7 percent over the fiscal year 2003 President’s
Budget, and it increased the Air National Guard funding by 13.0 percent.

QUESTIONS SUBMITTED BY SENATOR TED STEVENS
BRAC

Question. 1 understand the department is already getting organized to begin the
BRAC process for the 2005 round. What have you done to date and how are you
approaching this differently than past rounds of BRAC?

Answer. Reducing the Department’s excess capacity in a single 2005 round will
require extraordinary effort, given that the goal is true infrastructure rationaliza-
tion rather than the simple reduction of excess in a status quo configuration typical
of prior BRAC efforts. The Secretary signed out a BRAC “kickoff” memorandum in
November 2002 that provides the analytical construct for conducting the 2005 BRAC
analyses. In this memorandum the Secretary established two senior groups to over-
see and operate the BRAC 2005 process. The Infrastructure Executive Committee
(IEC) chaired by the Deputy Secretary of Defense and composed of the Secretaries
of the Military Departments and their Chiefs of Services, the Chairman of the
Joints Chiefs of Staff and the Under Secretary of Defense (Acquisition, Technology
and Logistics) is the policy making and oversight body for the entire BRAC 2005
process. The subordinate Infrastructure Steering Group (ISG), chaired by the
USD(AT&L) and composed of the Vice Chairman of the Joint Chiefs of Staff, the
Military Department Assistant Secretaries for installations and environment, the
Service Vice Chiefs, and the Deputy Under Secretary of Defense (Installations &
Environment), will oversee joint cross-service analyses of common business oriented
functions and ensure the integration of that process with the Military Department
and Defense Agency specific analyses of all other functions. The Secretary went on
to indicate that a primary objective of BRAC 2005 is to examine and implement op-
portunities for greater joint activity. Accordingly, he divided the BRAC 2005 anal-
ysis into two categories of functions. Joint cross-service teams will analyze the com-
mon business-oriented support functions and report their results through the ISG
to the IEC. The Military Departments will analyze all service unique functions and
report their results directly to the IEC. The Military Departments are responsible
for ensuring that their recommendations are fully consistent with the joint cross-
service teams’ recommendations.

The BRAC process outlined in the Defense Base Closure and Realignment Act of
1990, Public Law 101-510, as amended, that governed the three previous BRAC
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rounds also governs the 2005 round, although Congress did amend that statute
when it comes to the 2005 round.

The first such amendment concerns the role of military value in the selection
process. In previous rounds, as DOD policy, the military value criteria took priority
over the other criteria. However, in BRAC 2005, there is now a statutory require-
ment that military value be the primary consideration, reflecting the special empha-
sis military value should have during all analyses. Additionally, the authorizing leg-
islation provides some other special considerations that the Department must ad-
dress when developing its selection criteria.

Congress also amended the BRAC statute to require the Secretary to provide Con-
gress with a separate report prior to the Secretary’s recommendations on closures
and realignments. In this report, which is due to Congress along with the budget
documents for fiscal year 2005 (about February 2004), the Secretary must include,
among other things, the 20 year force structure plan of probable threats, a com-
prehensive inventory of installations, a discussion of excess capacity categories, and
a certification by the Secretary that a BRAC round in 2005 is necessary.

In addition to statutory changes, there are BRAC process changes which the Sec-
retary directed in his kickoff memorandum. As discussed above, rather than consid-
ering all functions on a service-centric basis, the Secretary directed that all common
business oriented support functions will be analyzed by Joint Cross-Service Groups,
under the supervision of the ISG. The ISG will recommend to the IEC the specific
functions to receive joint analysis and the metrics for that analysis for the Sec-
retary’s approval. Outputs from the Joint Cross Service Groups, after being en-
dorsed by the management oversight groups, will be considered as recommendations
for review and approval by the Secretary. During previous BRAC rounds, Joint
Cross-Service Groups developed “alternatives” for consideration by the Services.

Question. What lesson will you learn in the next round?

Answer. After the Department submitted its closure and realignment rec-
ommendations to the BRAC Commission in 1995, the General Accounting Office
(GAO) provided a thorough review of the Department’s BRAC 1995 process. In its
report, the GAO acknowledged that “DOD’s 1995 BRAC process was generally sound
and well documented and should result in substantial savings.” However, there were
areas that GAO found could be improved upon. For instance, while the GAO found
that “OSD attempted to play a stronger role in BRAC 1995,” there was “limited suc-
cess in Cross-Servicing.” We agree with the GAOs assessment with respect to the
cross-service group outcomes. The Secretary’s November 15, 2002, “kick-off” memo-
randum to the Department strengthened the Joint Cross-Service Groups by empow-
ering them to develop recommendations for the Secretary. In BRAC 1995, these
groups were only empowered to develop “alternatives” for consideration by the Serv-
ices.

Question. What do you estimate the cost will be to conduct BRAC beginning in
2006 through 2008?

Answer. In the April 1998 “Report of the Department of Defense on Base Realign-
ment and Closure,” the Department estimated that it has about 23 percent excess
base capacity. That report also noted that its analysis was not appropriate for se-
lecting individual bases for realignment or closure, and to do so, the Department
would need to use the detailed base-by-base analyses of a BRAC process.

The Department assumes that the historical costs and savings from BRAC rounds
1993 and 1995 would serve as a good baseline upon which to plan for BRAC 2005
costs and savings. These rounds collectively reduced the base infrastructure by ap-
proximately 12 percent. If BRAC 2005 is to approach a notional 20 percent reduc-
tion in base infrastructure, then the associated costs and savings over its 6 year im-
plementation period can be inflated and interpolated from the BRAC 1993/1995
baseline. Based on this analysis, we believe that between fiscal year 2006 and fiscal
year 2008, a reasonable estimate for implementing a BRAC round that eliminates
approximately 20 percent excess capacity is about %19 billion. These costs are offset
by estimated savings of almost $9 billion. Our estimates have also projected that
this investment in reshaping our infrastructure should result in approximately $8
billion in annual recurring savings after 2011.

OVERALL MILCON BUDGET

Question. Why does the amount allocated for overseas MILCON projects continue
to grow every year, while the amount proposed for domestic bases decrease?

Answer. We are not putting inordinate emphasis on overseas areas. However, the
Services have been making some large investments in certain areas over the last
several years. For instance the Navy is recapitalizing facilities at Naval Air Station
Sigonella, Italy. The Navy is also building up the Navy Central Command in Bah-
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rain, which is the command center for all Naval operations in the CENTCOM AOR
and several joint force units. The Army is investing in the Efficient Basing East ini-
tiative, which will consolidate troops in Grafenwoehr, Germany. The Army is also
improving family housing and barracks in Korea. Further, a large part of our over-
seas costs are must-pay family housing operation and maintenance bills.

Question. What is the status of your review to look at the overseas bases?

Answer. The Department is working on a global study to see if the Department
can close/realign bases overseas. The Department has to provide the study to the
Secretary by mid-June.

Question. When will that information be provided to the congress?

Answer. We will submit the study to the Secretary by mid-June. If he approves
the study, and if he releases it, we will provide it to the Congress shortly thereafter.

Question. Will it potentially change the budget request for Germany and Korea?
What about the projects that were appropria