MINOR MILITARY CONSTRUCTION

The term "construction" is a term of art when it comes to funding. The lay definition of construction would include most any work on a physical structure, in one or multiple phases. However, the definition of "construction" for funding purposes is more restrictive and often more difficult to determine.

CONSTRUCTION FUNDING

· "Specified" Military Construction Appropriation (MILCON) 

-- Applies to any project that exceeds $750,000 

-- Congressional line-item authorization required

· "Unspecified" Minor Military Construction Appropriation (UMC) 

-- Available for any project with a cost between $750,000 and $1.5 million (between $1.5 million and $3 million IF intended solely to 

correct life, health, or safety deficiencies) 

-- Each military department receives an appropriation for minor construction 

-- The Secretary of the Air Force controls expenditure of these funds 

-- The Secretary must also notify Congress and wait 30 days before work begins (Congress must object within 30 days)

·    "Unspecified" Minor Military Construction, using Operation and Maintenance Appropriation (O&M) 

-- Congress permits the use of O&M funds for unspecified minor construction up to $750,000 per project ($1.5 million IF intended solely to correct life, health, or safety deficiencies) 

-- Expenditure of these funds is controlled by the MAJCOMs (unless approval authority is delegated to the installation commander) 

-- With limited exceptions, these funds may not be used to finance projects related to exercises outside the United States that are coordinated or directed by the Joint Chiefs of Staff 

FUNDING PITFALLS 

· Projects may not be split into separate segments (commonly called "project splitting") to avoid funding limitations.  For instance, it is improper to split a proposed $800,000 building into two $400,000 projects funded with O&M funds to avoid the $750,000 limitation

· Projects may not be completed in phases (commonly called "phasing") in order to avoid funding limits.  For instance, it is improper to build a project for $450,000 in one fiscal year and another project for $350,000 in the next FY, resulting in an $800,000 building, in order to avoid the $750,000 O&M limit

· Defining exactly what is a "project" can be difficult.  A project is generally all work necessary, including land acquisition, excavation, building, installation of equipment, landscaping, etc., to produce a complete and useable facility.  It can also include work on an existing facility, including an extension, addition, expansion, alteration, or conversion, or the replacement of an existing facility damaged beyond economical repair

· For funding purposes, "maintenance" and "repair" are NOT considered construction; therefore, the $750,000 limit on the use of O&M funds is not applicable.  The only limitation is the dollar amount the installation has available in its O&M account

-- Maintenance is defined as recurrent work necessary to preserve or maintain a facility so it can be used for its designated purpose.  In other words, recurrent work necessary to prevent deterioration

-- Repair means to restore a real property facility, system, or component to such a condition that it may effectively be used for its designated purpose

· Only funded costs count toward the dollar limitations.  Funded costs include such things as materials, supplies, labor, lodging (TDY), and the maintenance and operation of government-owned equipment.  Unfunded costs generally include military salaries (if military labor is used), planning and design costs, depreciation of government-owned equipment, and items received on a nonreimbursable basis as excess distribution from another department or agency.  While unfunded costs do not count toward the funding limitation, they must still be calculated and reported
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