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CHAPTER 17 
 

ACCOUNTING REQUIREMENTS FOR MILITARY CONSTRUCTION PROJECTS 
 
1701 GENERAL 
 
 170101. Purpose 
 

This chapter identifies accounting requirement applicable to the acquisition and/or 
construction of real property.  It addresses (A) costs to be charged to appropriations available for 
military construction (these costs are referred to as funded costs); (B) costs that, although 
financed by appropriations or funds other than those available for a specific construction project, 
are to be capitalized as part of the real property investment (these are referred to as unfunded 
costs); (C) preparation of accounting source documents required to support entries to real 
property accounts; (D) obligation and expenditure restrictions and limitations for military 
construction projects, and (E) various other related functions. 
 
 170102. Overview 
 
  A. Authorization Requirements 
 
   1. Each year an annual or biennial request for major construction 
projects and programs is submitted to the Congress.  Requests presented are reviewed, adjusted, 
and approved through established command and staff channels, including the Office of the 
Secretary of Defense (OSD) and the Office of Management and Budget (OMB) before 
submission to the Congress for authorization.  Guidance for submitting military construction 
projects for authorization is provided by the Assistant Secretary of Defense (Economic Security) 
in conjunction with the ODC (P/B).   
 
   2. Requests for authorization are confined to projects that reasonably 
can be expected to be executed within the fiscal year requested. 
 
   3. Authorization requests for major construction projects are 
supported by data on proposed physical capacity or other physical measurements, as well as data 
on estimated costs.  Generally, the data for such projects shall be arranged by state and/or 
installation.  These data shall be accompanied with comparative data on the existing real 
property inventory and projects expected to be subject to future authorization requests.  Related 
data with respect to approved missions and proposed forces also should be provided.  Programs 
also should be evaluated with respect to that portion of a project subject to request for immediate 
authorization and that portion deferred for future authorization requests. 
 
  B. Appropriation Requirements 
 
   1. Appropriation requests in support of all new military construction 
projects are submitted to the Congress annually or biennially, as required.  Military construction 
appropriations generally are available for obligation for five fiscal years.  Such appropriation 



2BDoD 7000.14-R Financial Management Regulation Volume 3, Chapter 17  
* December 1996 

17-5 
 

requests are consistent with existing authorizations, authorization requests, or other requests for 
funds, as applicable, and include specific budget estimates for those projects for which 
legislative authorization has been, or is being, requested. 
 
   2. Individual projects must be authorized and appropriated in 
consonance with Title 10, United States Code, sections 2821, 2822, 2824 and 2825.  
 
   3. Consistent with congressional authorization and the 
reprogramming criteria provided in Chapter 7, and within total amounts appropriated in each 
annual appropriation act, adjustments may be made as necessary to finance to completion the 
cost of (a) projects previously approved and started, (b) projects expected to be started during the 
current fiscal year, and (c) other project costs that represent valid unfinanced requirements for 
the budget year.  Amounts previously appropriated in excess of the cost of performance may be 
reprogrammed to support the completion of other projects.  
 
   4. Individual projects cited as a source of funds for reprogramming 
shall be limited to the new total cost included in the estimate given to the Congress. 
 
  C. Planning and Design 
 
   1. Planning and design functions are efforts necessary to develop 
preliminary project cost estimates. 
 
   2. Title 10, United States Code, section 2807 authorizes the Secretary 
of the Military Department concerned to perform planning and design efforts for military 
construction or land acquisition projects.  Such efforts, to the extent accomplished within 
amounts otherwise appropriated, may be accomplished without specific congressional 
authorization for the project involved.  For projects where the estimated design costs exceed the 
amount established in 10 U.S.C. 2807, the Secretary of a Military Department shall notify the 
appropriate committees of the Congress not less than 21 days before the initial obligation of 
funds for such services.  This provision applies only to the Military Service active components.  
There is no requirement for the Reserve Components to notify the committees at any design cost 
threshold. 
 
   3. Functions that may be performed under the authority of planning 
and design are as follows: 
 
    a. Architectural and engineering services and construction 
design required for site investigation, survey, mapping, or sketches. 
 
    b. Preparation of cost estimates for construction and land 
acquisition projects. 
 
    c. Preparation of plans, specifications, special studies, 
including value engineering, and construction contract documents. 
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    d. Construction management of projects that are funded by 
foreign governments for which elements of the Armed Forces of the United States are the 
primary user. 
 
    e. Development and updating of design criteria and manuals. 
 
    f. Preparation of standard designs and definitive drawings 
used on military construction projects. 
 
    g. Management of military construction program design and 
contract administrative services for design. 
 
    h. Certification of project cost. 
 
    i. Administration of architectural and engineering service 
contracts for the design of construction and land acquisition projects. 
 
    j. Printing and reproduction of bid documents, preparing pre-
bid government estimates and liaison with prospective bidders prior to award  
of a construction contract. 
 
  D. Major Construction 
 
   1. Major military construction projects include all acquisition and/or 
construction, additions, expansions, extensions, conversions, alterations, or replacements of (a) 
facilities with costs in excess of the amount specified by law as the maximum amount for a 
minor construction project or (b) any project, regardless of cost, approved as a specific line item 
in the Military Construction budget request.  Costs of a major construction project should include 
the following: 
 
    a. Surveys, demolition and site preparation. 
 
    b. Acquisition, conversion, rehabilitation, and installation of 
facilities. 
 
    c. Acquisition and installation of equipment and 
appurtenances integral to the project. 
 
    d. Acquisition and installation of supporting facilities 
(including utilities) and appurtenances incident to the project. 
 
    e. Supervision, administration, and overhead incident to the 
project. 
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    f. Design and support of design for construction projects after 
construction award (includes change orders, value engineering proposals, and  
as-built drawings). 
 
   2. Specifically excluded from major construction are those costs 
identified as minor construction, planning and design, or supporting activities.  Efforts financed 
by other than military construction appropriations are discussed in section 1703, below. 
 
  E. Emergency Construction 
 
   1. The Secretaries of the Military Departments and Directors of 
Defense Agencies may carry out a major construction project under the authority of 10 U.S.C. 
2803, after appropriate congressional notification.  Additional guidance is contained in DoD 
Directive 4270.36, “DoD Emergency, Contingency, and Other Unprogrammed Construction.”  
Emergency construction is limited to those projects where it is determined that:  
 
    a. The project is vital to national security, protection of health 
and safety, or quality of the environment. 
 
    b. The requirement for the project is so urgent that deferral of 
the project for inclusion in the next Military Construction Authorization Act would be 
inconsistent with national security, protection of health and safety, or quality of the environment.  
 
   2. When a decision is made to request approval for an emergency 
construction project, the DoD Component concerned shall submit a notification and request for 
reprogramming of military construction funds in accordance with the provisions of 10 U.S.C. 
2803 and Chapter 7.  Each reprogramming request shall include the following: 
 
    a. Justification for, and the current estimate of, the cost of the 
project. 
 
    b. Justification for carrying out the project as an emergency 
construction project. 
 
    c. A statement as to the source of funds to be used for the 
project. 
 
   3. Emergency construction projects shall be financed within amounts 
appropriated for military construction that have not been obligated for other purposes.  The 
maximum amount that may be obligated by each Military Department in any fiscal year is 
established in 10 U.S.C. 2803.  
 
   4. Actual construction shall not commence prior to the receipt of 
appropriate DoD and congressional approval. 
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   5. Except as otherwise specifically provided for, emergency 
construction projects shall be subject to the same restrictions and limitations as major 
construction projects.  Additionally, the identification and treatment of costs for emergency 
construction projects shall be consistent with that for major construction projects. 
 
   6. There is no provision for emergency construction for the Reserve 
Components. 
 
  F. Contingency Construction 
 
   1. Title 10, United States Code, section 2804 and the annual Military 
Construction Appropriation Acts contain authority that authorized projects of an urgent nature to 
be funded from the Contingency Construction Account.  Such efforts, to the extent accomplished 
within amounts appropriated for such purposes, may be accomplished without specific 
congressional authorization for the project involved.  Use of this authority requires approval by 
the Secretary of Defense and written notification to the appropriate committees of Congress.  In 
addition, there is a statutory waiting period of 21 days following congressional notification 
before funds may be obligated for any project approved under this authority. 
 
   2. A project financed under this authority requires a determination 
that deferral of the project for inclusion in the next Military Construction Authorization Act 
would be inconsistent with national security or national interest.  Additional guidance is 
contained in DoD Directive 4270.36. 
 
   3. When a decision is made to request approval for a contingency 
construction project, the DoD Component concerned shall submit a notification and request for 
reprogramming of military construction funds in accordance with the provisions of 
10 U.S.C. 2804 and Chapter 7.  Each reprogramming request shall include the following: 
 
    a. Justification for, and the current estimate of, the cost of the 
project. 
 
    b. Justification for carrying out the project as a contingency 
construction project.  
 
    c. A statement as to the source of funds to be used for the 
project. 
 
   4. Actual construction shall not commence prior to the receipt of 
appropriate DoD and congressional approval. 
 
  G. Environmental Response Actions 
 
   1. Title 10, United States Code, section 2810 contains authority that 
authorizes the Secretary of Defense to carry out constructions projects for environmental 
response actions.  Such efforts may be accomplished without specific congressional 



2BDoD 7000.14-R Financial Management Regulation Volume 3, Chapter 17  
* December 1996 

17-9 
 

authorization for the project involved.  Use of this authority requires approval by the Secretary of 
Defense and written notification to the appropriate committees of Congress.  In addition, there is 
a statutory waiting period of 21 days following congressional notification before funds may be 
obligated for any project approved under this authority. 
 
   2. When a decision is made to request approval for an environmental 
response action construction project, the applicable DoD Component concerned shall submit a 
request for reprogramming of military construction funds in accordance with the provisions of 
10 U.S.C. 2810 and Chapter 7.  Each reprogramming request shall include: 
 
    a. Justification for, and the current estimate of, the cost of the 
project. 
 
    b. A statement as to the source of funds to be used for the 
project. 
 
  H. Construction in the Event of a Declaration of War or National Emergency   
 
   1. Title 10, United States Code, section 2808 contains authority that 
authorizes the Secretary of Defense to undertake military construction projects, without regard to 
any other provision of law, in the event of a declaration of war or the declaration by the President 
of a national emergency that requires use of the Armed Forces of the United States.   
 
   2. Such projects may be undertaken only within the total amount of 
funds that have been appropriated for military construction, including funds appropriated for 
family housing, that have not been obligated.  (This authority shall terminate at the end of the 
war or national emergency).  Use of this authority requires the Secretary of Defense to notify the 
appropriate committees of Congress.  Additional guidance is contained in DoD Directive 
4270.36. 
 
  I. Minor Construction 
 
   1. Projects that involve the acquisition (except land), new 
construction, addition, expansion, extension, alteration, conversion, replacement, or installation 
of permanent or temporary facilities (except family quarters) are considered to be minor 
construction projects when (a) the cost of the project does not exceed such amount as may be 
specified by 10 U.S.C. 2805 for the Active Components and 10 U.S.C. 18233a for the Reserve 
Components and (b) the project has not been included in the budget request as a specific line 
item.   
 
   2. When a minor construction project costing more than amounts 
established in 10 U.S.C. 18233a is undertaken, appropriate congressional committees shall be 
notified prior to the start of the project.  The project then may be carried out only after the end of 
the 21 day period beginning on the day the notification is received by the committees, or after 
each such committee approves the project, if the committees approve the project before the end 
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of the 21 day period.  Funds cannot be obligated for construction until committee approval is 
obtained. 
 
   3. Title 10, United States Code, section 2805 contains authority that 
authorizes the Secretary of Defense to carry out minor constructions projects within an amount 
equal to 125 percent of the amount authorized by law for such purposes without specific 
congressional authorization, except as provided in 10 U.S.C. 2805(a)(2).  Use of this authority 
requires written notification to the appropriate committees of Congress and a statutory waiting 
period of 21 days following congressional notification before funds may be obligated for any 
project approved under this authority. 
 
   4. Planning and design costs are excluded from the cost 
determination for purposes of determining compliance with the amounts established in 10 U.S.C. 
2805 for minor construction projects; however, design costs are not excluded from capitalization. 
 
   5. Each project accomplished under the minor construction authority 
must result in a complete real property facility or improvement.  Further, each project must, to 
the maximum extent possible, be consistent with the appropriate installation master plan.  
Requests for project approval must fully disclose the relation of the project to the master plan 
and must detail further planned construction to the same or closely related facilities. 
 
   6. DoD Components are precluded from using materials, supplies, or 
items of installed capital equipment on their own minor construction projects on a 
nonreimbursable basis. 
 
   7. Prerequisites for establishing a minor construction project include 
identification of the required end result of the project and its correlation with the appropriate 
installation master plan. 
 
   8. It is not feasible to prescribe absolute criteria for determining what 
scope of work would, under all possible circumstances, properly constitute a separate minor 
construction project.  However, minor construction projects undertaken under the authority of 
10 U.S.C. 2805 must be consistent with the intent of the statute as to what constitutes a separate 
project. 
 
   9. The planned acquisition of, or improvement to, a real property 
facility through a series of minor construction projects; that is, incremental-type construction is 
prohibited. 
 
Notwithstanding any other provisions for approval of minor construction projects, no project 
may be proposed to be accomplished under minor construction authority that previously has been 
deleted by the Congress from proposed military construction authorization legislation or 
otherwise disapproved of by the Congress. 
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  J. Restoration or Replacement of Damaged or Destroyed Facilities 
 
   1. The Secretaries of the Military Departments, with the approval of 
the Secretary of Defense, may request congressional approval to repair, restore or replace a 
facility that has been damaged or destroyed for which legislative authorization and appropriation 
has not been provided. 
 
   2. Title 10, United States Code, section 2854 requires that Congress 
be notified in writing when the cost of a project is greater than the amount specified in 
10 U.S.C. 2805 for minor construction. 
 
   3. When a decision is made to request approval for restoration or 
replacement of damaged or destroyed facilities, the applicable DoD Component concerned shall 
submit a request for reprogramming of military construction funds in accordance with the pro-
visions of 10 U.S.C. 2854 and Chapter 7.  Each reprogramming request shall include: 
 
    a. Justification for, and the current estimate of, the cost of the 
project. 
 
    b. A statement as to the source of funds to be used for the 
project. 
 
   4. Restoration or replacement projects shall be financed within 
amounts appropriated for military construction that have not been obligated for other purposes. 
 
   5. Actual construction shall not commence prior to the receipt of 
appropriate DoD and congressional approval. 
 
  K. Supporting Activities 
 
   1. Funding for supporting activities provides for access roads under 
authorization contained in 23 U.S.C. 210.  Access roads may be required in conjunction with 
construction, expansion, improvement, replacement, or relocation of DoD facilities. 
 
   2. Highways located within the boundaries of a military reservation 
are not eligible for financing from these funds.  Such highways shall be funded from major 
construction, emergency construction, or minor construction programs, as applicable.  
Additionally, projects in the regular Federal Air Primary Systems normally are not considered 
eligible for financing with these funds.   
 
   3. Funds available for Defense access roads can be provided to the 
Department of Transportation (DoT) via a Standard Form (SF) 1151, “Nonexpenditure Transfer 
Authorization” nonexpenditure cash transfer or the effort may be carried out by DoT on a 
reimbursable basis. 
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  L. Scope of a Military Construction Project 
 
   1. All acquisitions of land, regardless of cost, may be considered to 
be a military construction project.  Submit all requests for purchase, withdrawal from public 
domain, lease or permit from individuals or government entities, or any other type of use 
agreement involving more than 1,000 acres, or land whose estimated purchase price or annual 
lease price exceeds $1 million to the Deputy Secretary of Defense through the Deputy Assistant 
Secretary of Defense (Installations).  Title 10, United States Code, section 2673 also authorizes 
use of Operation and Maintenance funds for land acquisition as defined in 10 U.S.C. 2672. 
 
   2. A military construction project includes all construction efforts, or 
any contribution authorized by law, necessary to produce a complete and usable facility or a 
complete and usable improvement to an existing facility or improvement as specifically 
authorized by law. 
 
   3. Military construction project funding includes equipment installed 
in and made a part of real property structures or improvements.  Construction project funding 
excludes all production and movable equipment.  The source and cost of all production and 
movable equipment directly associated with construction projects shall be disclosed as additional 
information in presenting construction programs and budgets. 
 
   4. Construction applicable to one real property facility: 
 
    a. All construction proposed for a real property facility in 
which the same functional purpose or related functional purposes involved will be treated as one 
project. 
 
    b. All concurrent construction proposed for contiguous areas 
of a multi-use facility shall be treated as a single project even though the construction pertains to 
unrelated functional purposes.  For this purpose, contiguous means “in actual contact” or 
“touching.” 
 
    c. All construction proposed for a multi-use facility that is 
common to the facility as a whole, or common to areas in which the same or related functional 
purposes are performed, shall be treated as a single project. 
 
    d. Construction proposed for a multi-use facility may be 
divided into separate projects provided that each project can be clearly defined and the result is a 
complete and usable facility. 
 
   5. When construction is accomplished concurrent with repair and/or 
maintenance work as an integrated undertaking, the construction may be treated as a separate 
project.  If the construction is treated as a separate project, cost limitations, notification, and 
other requirements associated with applicable construction projects apply.  For this purpose, 
engineering estimates may be used to determine costs applicable to the construction portion. 
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   6. A decision as to whether one or more projects are to be established 
for related efforts relating to subparagraph 170102.L.5, above, shall be submitted for approval to 
the Secretary of the cognizant Military Department. 
 
1702 EFFORTS TO BE FINANCED BY MILITARY CONSTRUCTION 
APPROPRIATIONS 
 
 170201. Total Costs 
 

All costs of the military construction program are financed from appropriations available 
for that purpose.  These costs include design, major construction projects, supporting 
construction functions, construction overhead, and projects authorized in the United States Code 
for funding by appropriations available for military construction.  Unfunded costs that are 
capitalized, but financed by appropriations other than those available for military construction, 
are addressed in section 1703, below. 
 
 170202. Military Construction Appropriation 
 

For other than family housing projects, the military construction appropriation shall be 
used when the cost of a minor construction project is greater than the amount established in Title 
10, United States Code, section 2805.  
 
 170203. Funded Project Costs  
 

Except as prescribed in section 1703, below, major construction costs incurred during the 
design and construction phases are funded from applicable military construction appropriations.  
These costs include, but are not necessarily limited to, the following: 
 
  A. All materials, supplies, and services applicable to the project. 
 
  B. All items of installed capital equipment. 
 
  C. Transportation costs applicable to materials, supplies, installed capital type 
equipment, and government-owned equipment. 
 
  D. Labor costs, including construction units composed of foreign nationals 
but excluding U.S. military labor. 
 
  E. That portion of installation overhead or support costs that can be identified 
as representing additional costs that would not have been incurred were it not for the project. 
 
  F. Supervision, inspection and overhead costs charged by the U.S. Army 
Corps of Engineers and the Naval Facilities Engineering Command when serving as the design 
and/or construction agent.   
 
  G. Travel and per diem related to applicable military or civilian labor. 



2BDoD 7000.14-R Financial Management Regulation Volume 3, Chapter 17  
* December 1996 

17-14 
 

  H. That portion of costs applicable to the operation and maintenance of 
Government-owned equipment shall be computed on an hourly rate in accordance with guidance 
in Chapter 1, Volume 11A. 
 
 170204. Overhead Expenses 
 

All overhead expenses for the military construction program, including work for others, 
initially are financed from the performing military construction appropriation.  These expenses 
are distributed to projects, including work for others.  Military construction overhead includes 
the following efforts: 
 
  A. Personal services (and support costs) at field and headquarters activities 
related to the military construction program.  
 
  B. Contract administration. 
 
  C. Military construction program and project management (including post 
construction evaluation). 
 
  D. Technical direction and coordination of projects. 
 
  E. Land planning studies or reports, appraisal, and title search after 
congressional authorization of a land acquisition or exchange. 
 
  F. Project management and administration not otherwise identified above. 
 
 170205. Reimbursable Project Costs 
 

The appropriation or fund financing a construction project shall reimburse other 
appropriations or funds, as applicable, for costs initially financed by another appropriation or 
fund.  Reimbursement between appropriations shall be made by use of an SF 1080, “Voucher for 
Transfers Between Appropriations and/or Funds,” on a “no-check” basis. 
 
1703 EFFORTS FINANCED BY OTHER THAN MILITARY CONSTRUCTION 
APPROPRIATIONS 
 
 170301. Unfunded Costs  
 

Some efforts in support of military construction are identified as unfunded costs.  
However, such costs must be capitalized as part of the value of the property.  Unfunded costs are 
those that (a) contribute to a military construction project, (b) are financed from appropriations 
other than military construction, and (c) are not reimbursed by appropriations available for 
military construction.  Unfunded costs are capitalized as part of the real property investment and 
include the following: 
 
  A. Costs financed from military personnel appropriations. 
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  B. Costs applicable to the depreciation of government-owned equipment shall 
be computed on an hourly rate in accordance with guidance in Chapter 1, Volume 11A. 
 
  C. Materials, supplies, and items of installed capital equipment that have 
been obtained specifically for a project on a nonreimbursable basis, either as excess distributions 
from another DoD Component or as excess distributions from other Federal agencies.  A DoD 
Component is precluded from using materials, supplies, or items of installed capital type 
equipment on its own minor construction projects on a nonreimbursable basis. 
 
  D. Unfunded civilian fringe benefit rates for DoD civilian personnel as 
prescribed in Chapter 6, Appendix C, “Civilian Personnel Fringe Benefit,” Volume 11A. 
 
  E. Gifts from private parties. 
 
 170302. Minor Construction Projects 
 

Planning and design costs are excluded from the cost determination for purposes of 
determining compliance with the amounts established in 10 U.S.C. 2805 for minor construction 
projects. 
 
 170303. Financing Appropriations 
 

For other than family housing facilities, when the cost of a project is less than the amount 
specified in 10 U.S.C. 2805, the project shall be financed from applicable Operation and 
Maintenance (O&M) appropriations; Research, Development, Test and Evaluation (RDT&E) 
appropriations; or working capital fund resources, as appropriate. 
 
 170304. Items of Equipment 
 

Items of equipment that are movable in nature and not affixed as an integral part of a 
facility shall be financed from applicable O&M appropriations; RDT&E appropriations; 
procurement appropriations; or working capital fund resources, as appropriate.  This equipment 
includes all types of production, processing, technical, training, servicing, RDT&E, and pre-
wired work stations. 
 
 170305. Operational Equipment 
 

Any operational equipment for which installation mountings and connections are 
provided in the building design, and that are detachable without damage to the building or 
equipment, shall be financed from applicable O&M appropriations; RDT&E appropriations; 
procurement appropriations; or working capital fund resources, as appropriate. 
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 170306. Alternations to Movable Equipment 
 

The costs of alterations to install movable equipment that is not affixed as an integral part 
of a facility shall be financed from applicable O&M appropriations; RDT&E appropriations; 
procurement appropriations; or working capital fund resources, as appropriate. 
 
 170307. Installation or Relocation Items 
 

The following examples of installation or relocation items should be financed from 
applicable O&M appropriations; RDT&E appropriations; procurement appropriations; or 
working capital fund resources, as appropriate: 
 
  A. Prefabricated screens, partitions, false floors, platforms, and shielding for 
electromagnetic radiating services.  
 
  B. Temporary removal and reinstallation or portions of existing walls, roofs, 
utility systems, and appurtenances to permit installation of equipment. 
 
  C. Secondary utility work necessary to connect equipment to existing utilities 
services within a facility between the primary entry or source of utilities into the structure and 
the equipment to be served. 
 
 170308. Advance Planning  
 

Advance planning costs should be financed through the O&M accounts and expensed in 
the period incurred.  Working capital funds will finance advance planning costs through its 
operating account and expense these costs in the period incurred.  (See Volume 11B).  Advance 
planning is not encompassed by, and should not be performed under, the authority of military 
construction project planning and design efforts.  Advance planning costs are not to be included 
in determining compliance with the amounts established in 10 U.S.C. 2805 for minor 
construction projects.  The following are examples of advance planning functions: 
 
  A. Developing the requirements for a military construction project (project 
formulation). 
 
  B. Developing a master plan for an installation. 
 
  C. Initial explorations of project alternatives and rough drawings. 
 
  D. Facilities related management studies. 
 
  E. Conceptual analysis. 
 
  E. Making alternative site studies. 
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  F. Developing and validating military construction project documentation 
prior to commencing project design. 
 
  G. Preparing engineering analyses and studies to develop technical design 
parameters prior to commencing project design. 
 
  H. Preparing environmental impact assessments and statements. 
 
 170309. Family Housing 
 

All family housing construction projects shall be funded from applicable family housing 
appropriations.  Guidance concerning funding of family housing efforts is addressed in Chapter 
6, “Military Construction/Family Housing Appropriations,” Volume 2.  
 
 170310. Projects for Pollution Abatement, Energy Conservation and Occupational 
Safety and Health Activities 
 

Projects for pollution abatement, energy conservation, and occupational safety and health 
activities may be funded from other than the military construction appropriation when the cost of 
a project: 
 
  A. Is funded from the proceeds of sales of recyclable material in accordance 
with Chapter 5, “Disposition of Proceeds From DoD Sales of Surplus Personal Property,” 
Volume 11A, and 10 U.S.C. 2577. 
 
  B. Does not exceed 50 percent of the amount established by law as a 
maximum amount for minor construction projects in accordance with 10 U.S.C. 2577.   
 
1704 AUTHORIZATION, APPROPRIATION, OBLIGATION, AND EXPENDITURE 
RESTRICTIONS 
 
 170401. Program Restrictions 
 
  A. Specific authorization shall be required for work to be performed under 
major construction programs unless the project is carried out under one of the authorities 
provided by Title 10, United States Code, sections 18233a, 2803, 2804, 2805, 2808, 2810, or 
2854--or other authorities--to carry out a project not otherwise specifically authorized. 
 
  B. Each Act of Congress that provides authorization for work to be 
performed under major construction programs generally contains a limitation on total costs for 
work to be undertaken for each installation as a whole, for emergency construction work on a 
Department-wide basis and, in some cases for a type or category of construction.  In certain 
circumstances, overruns, within stated percentages, may be authorized with respect to individual 
cost limitations, provided the total amount authorized for any appropriation is not exceeded. 
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 170402. Obligation and Expenditure Restrictions 
 
  A. Appropriated funds authorized for obligation are subject to DoD Directive 
7200.1 and the Antideficiency Act provisions addressed in Volume 14.  An adequate system of 
funds control shall be established in accordance with Volume 14.  These controls shall be 
designed to ensure that individual projects are being carried out consistent with authorized 
purposes and within authorized and available funds. 
 
  B. Absent a specific provision of law, the cost estimate for each project 
approved by the Congress is not a separate statutory cost limitation.  Major physical or financial 
changes in individual projects previously approved shall be reported in advance to the House and 
Senate Appropriations Committees and the House National Security and Senate Armed Services 
Committees for their approval after proper clearance within the Department and the OMB. 
 
  C. Limitations shall be at the project level for major construction and budget 
activity for minor construction, planning and design, etc. 
 
  D. DoD Components have limited authority to realign resources between 
projects consistent with Chapter 6, Volume 2. 
 
  E. Requests for apportionment of appropriated funds shall be based on 
estimates contained in applicable approved operating budgets. 
 
  F. Within each Military Department, funding authorizations to incur 
obligations shall be made by means of subdivisions of appropriated funds to operating agencies 
and operating units responsible for construction.  Such funding authorizations shall be less than 
or equal to total obligation requirements for the respective approved operating budgets. 
 
  G. There shall be only one allocation of funds from the construction 
appropriation to any operating agency and only one allotment of funds from any such allocation 
to each operating unit.  Each allocation or allotment should carry with it only such additional 
obligation limitations as may be established by the OMB or the Secretary of Defense, or as 
otherwise required by the Congress or the President.  Separate limitations imposed on total costs 
by congressional authorizations and by administrative action must be observed at every level in 
connection with budgetary and funding actions as well as in program execution. 
 
  H. When a Military Department performs construction work or services for 
another DoD Component, or another Federal agency, such work or services shall be performed 
on a reimbursable basis pursuant to the orders received by the performing Military Department’s 
construction appropriation.  There is one exception:  The Department of the Army (U.S. Army 
Corps of Engineers) and the Department of the Navy (Naval Facilities Engineering Command) 
may perform work or services for the Department of the Air Force and the Federal Emergency 
Management Agency under allocations or allotments.  The performance of work under Air Force 
and Federal Emergency Management Agency allocations or allotments shall be in accordance 
with procedures applicable to the performance of construction programs of the Department of the 
Army or Department of the Navy, as appropriate.  Transfer appropriation accounts shall not be 
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established for any such work, nor shall there be advances of funds to finance orders given for 
work or services.  No work or services shall be performed under a direct “citation of funds” (that 
is, direct charge by the performing unit and or activity to the funds of the ordering unit and or 
activity). 
 
  I. The following policies shall be followed with respect to the performance 
of all work or services on a reimbursable basis under a construction appropriation: 
 
   1. Reimbursements earned are an additional source of obligational 
authority under the appropriate budget program account.  For purposes of establishing 
obligational authority, such reimbursements may be anticipated for orders received.  Cost 
limitations for the performance of work shall be observed pursuant to the terms of the orders 
received.  Operating budgets shall include estimates of reimbursable orders received or 
anticipated. 
 
   2. Reimbursements are to be budgeted and their use controlled at the 
Military Department level where management and control of a program is retained.  In these 
cases, allocations and allotments of funds shall be expressed in terms of total obligational 
authority in operating budgets of the respective operating agencies and operating units 
responsible for carrying out the program. 
 
  J. Title 10, United States Code, sections 4540, 7212 and 9540 limit the 
amount of obligations that can be incurred on the production and delivery of design, plans, 
drawings and specifications for any public works or utilities project to not more than six percent 
of the estimated cost of the project.  The 6 percent threshold does not include costs associated 
with activities such as design reviews, advertisements, preparation of invitations for bids, 
requests for proposals, land survey, soils and/or other investigations and model studies, 
determination of program or project requirements, design development criteria, environmental 
impact statements and supporting data, or travel and per diem.   
 
 170403. Certifications of Costs 
 
  A. Certifications of costs incurred shall be prepared in accordance with the 
format shown in Appendix A.  These certifications shall include statements of total cost incurred 
on the project, the funded portion of total costs, the unfunded portion of total costs, and a 
statement that funded costs incurred do not exceed authorized amounts.  In connection with the 
statement of total costs and funded costs, authorized amounts shall also be disclosed.  Such 
disclosure shall indicate the approving authority.   
 
  B. The certification shall be prepared within 60 days after physical 
completion of the project and shall be signed by the installation commander, the responsible 
engineering official (e.g., post engineer, civil engineer, or public works officer), and the 
responsible fiscal official. 
 
  C. A copy of the certification shall be retained in a project file at  
each level that maintains project files.   
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1705 DOCUMENTATION STANDARDS 
 
 170501. Project Files  
 

Project files shall be maintained for each construction project.  These project files shall 
represent a complete historical record of the project from inception to completion.  
Correspondence and other documentation pertinent to the project shall be incorporated into 
project files at all appropriate levels.  Construction agents are responsible for holding the 
historical project files.  These files may include memorandums for record pertaining to decisions 
resulting from discussions, meetings, and telephone conversations. 
 
 170502. Acceptance of Real Property   
 

The acceptance of real property by a user organization, as well as the transfer between 
DoD Components, or to or from other Federal agencies, must be documented.  The Transfer and 
Acceptance of Military Real Property format shown in Appendix B shall be used as a basic 
source document for transferring the value of a military construction project to the installation's 
real property records.  In addition, the format shall be prepared at the point amounts are 
transferred from Construction in Progress accounts to the applicable asset account (e.g., 
Building).  This will provide an audit trail for the recording of the capitalized assets in the 
applicable property accounts.  A locally developed installation format may be used in lieu of the 
format in Appendix B, if it contains essentially the same information.  
 
 170503. Classification of Amounts for Accounting Purposes 
 
  A. Within each construction appropriation, there should be only one account 
structure for classifying costs for the joint purposes of planning, programming, budgeting and 
accounting (including reporting).  Similarly, within each construction appropriation, there should 
be a single uniform classification of accounts for the purpose of summarizing costs and 
obligations in budgets, accounting for costs and reporting these costs.  The management of an 
activity performing a construction project is responsible for ensuring that all significant costs  
(that is, both funded and unfunded costs) are recorded for the project and that all costs subject to 
capitalization are included in the real property asset accounts, property records, and reports 
submitted to the OSD and the Congress. 
 
  B. The OMB and the Treasury Department have mandated use of a standard 
general ledger chart of accounts.  The DoD Standard General Ledger is identified in Chapter 7, 
Volume 1.  Use of these DoD accounts is required in order to classify costs for the joint purposes 
of planning, programming, budgeting, and accounting for construction projects.  All 
organizational levels incurring any significant level of costs shall use the Standard General 
Ledger to accumulate the cost of performance of construction projects and programs. 
 
  C. Cost accounting modules for accumulating and controlling construction 
projects shall be integrated with an activity’s overall accounting system.  Cost accounting 
systems represent a subsidiary ledger of the general accounting system.  Therefore, cost 
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accounts, as appropriate, shall be established for each project.  Cost identification and cost 
finding are prescribed in Chapters 19 and 22, Volume 4. 
 
  D. Charges to an account shall be categorized in one of the four construction 
phases addressed in Appendix C to this chapter.  The four phases addressed in Appendix C 
identify those costs that will be expensed and those costs that will be capitalized. 
 
  E. Amounts to be Expensed 
 
   (1) Costs incurred in the advance planning (discussed in subsection 
170308, above), programming and budgeting phases shall be expensed in the period incurred. 
 
   (2) When a project is abandoned, the total cost incurred shall be 
expensed consistent with guidance contained in Chapter 6, Volume 4. 
 
   (3) The basic expense accounts that should be used to subdivide a 
project and the use of these accounts may be found in Chapter 17, Volume 4. 
 
  F. Amounts to be Capitalized 
 
   (1) Capitalization is a concept while recognizes that the total costs 
incurred in a construction project are to be shown as an asset.  Capitalization applies to those 
projects for which actual costs and expected useful life meet the criteria specified in Chapters 1 
and 6, Volume 4. 
 
   (2) All significant costs related to the construction or acquisition of an 
asset, including unfunded costs addressed in section 1703, above, shall be recognized in 
capitalizing the costs of a project. 
 
   (3) The cost of efforts associated with the design, construction 
contracting, and construction phases of a project shall be capitalized. 
 
   (4) Direct costs incurred in the design and construction phases of a 
project shall be charged to a specific project.  Other costs (listed in subsection 170204, above) 
that are financed by military construction and subject to capitalization shall be identified to the 
appropriate indirect cost groups for subsequent allocation to supervision, inspection and 
overhead cost pools. 
 
 170504. Financial Reports 
 
  A. Accounting records at every level shall be designed to permit 
summarization of financial transactions that produce accurate and timely information from one 
system of accounts.  Data produced shall be in formats required for preparation of prescribed 
budget and financial reports and for such other day-to-day management data as may be required 
in executing financial oversight.  In addition, records and costs must be designed and maintained 
so as to facilitate audits of project amounts. 
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  B. Each military construction appropriation account shall be reported 
monthly in the Report of Appropriation Status by Fiscal Year Program and Subaccounts, AR (M) 
1002.  The report shall be prepared as prescribed in Chapter 4, Volume 6. 
 
 170505. Specific Entries  
 

Construction In Progress accounts in the general ledger account 1720 series will be used 
to accumulate and control costs as prescribed in Chapter 6, Volume 4.  Construction in Progress 
accounts may be subdivided as necessary to accumulate and control costs.  Chapter 15 prescribes 
the budgetary general ledger accounts to be used in recording military construction budget 
execution transactions.  The illustrative entries below are to supplement the entries in Chapter 6, 
Volume 4, and Chapter 15. 
 
  



2BDoD 7000.14-R Financial Management Regulation Volume 3, Chapter 17  
* December 1996 

17-23 
 

 A. Dr  4611  Uncommitted/Unobligated Allotments - Direct Program -  
   Current Period 
  Cr  4710  Outstanding Commitments - Direct Program 
    
  To record commitments when the direct program is used. 
  
 B. Dr  4710  Outstanding Commitments - Direct Program 
  Cr  4810  Undelivered Orders - Direct Program 
    
  To record the award of a military construction contract. 
  
 C. Dr  4810  Undelivered Orders - Direct Program 
  Cr  4910  Accrued Expenditures - Unpaid - Direct Program 
   
 Dr  1722  Construction in Progress - Contractor 
  Cr  2113  Accounts Payable - Public - Current 
   
  To record the receipt of a contractor’s invoice for work performed.  
   
 D. Dr  4910  Accrued Expenditures - Unpaid - Direct Program 
  Cr  4930  Accrued Expenditures - Paid - Direct Program  
   
 Dr  2113  Accounts Payable - Public - Current 
  Cr  1012  Funds Disbursed 
   
  To record the payment of a contractor’s invoice (assumes no contract 

holdback requirement). 
  
 E. Dr  1730  Buildings 
  Cr  1722  Construction in Progress - Contractors 
   
  To record the transfer from the Construction in Progress accounts to the 

Building account upon completion of the project. 
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APPENDIX A 
 

EXAMPLE - CERTIFICATION OF COST INCURRED 
 

(Minor Construction Projects Undertaken Under Authority of 10 U.S.C. 2805)  
 

Military Department or Defense Agency:    
 
Installation:    
 
Project Description and Identification:    
  
 
 1.  Approved and actual cost were as follows: 
 
 Approved * Actual 
     Costs  Costs 
 Funded Costs 
 Unfunded Costs 
 
 Total Costs 
 
      *  The project was approved by (approving authority) 
 
 2.  Funded costs do not exceed the limitations of 10 U.S.C. 2674 or any other legislative  
      or administrative limitations. 
 
I certify that, to the best of my information and belief, the above statements are true.  I further 
certify that, in the discharge of my official duties, I have taken every reasonable action to verify 
and assure the accuracy of these statements. 
 
(Date) (Installation or Base Commander) (Signature) 
         Name, Rank, Position   
 
(Date) (Responsible Engineering Official) (Signature) 
         Name, Rank, Position   
 
(Date) (Responsible Fiscal Official) (Signature) 
         Name, Rank, Position 
 
NOTE:  To be completed within 60 days after completion of project or, in the event of a contract 
dispute, as soon as such dispute is settled. 
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APPENDIX B 
 

TRANSFER AND ACCEPTANCE OF MILITARY REAL PROPERTY 
 

TRANSFER AND ACCEPTANCE OF MILITARY REAL PROPERTY  
PAGE________OF_________ PAGES 

1.  FROM  (Installation/Activity/Service &  
     Zip Code) 
 

2.  
OPERATING 
UNIT 

3.  
DISTRICT  
CODE 

4.  
OPERATING  
AGENCY 

5.   
DATE 

6.  
JOB 
NUMBER 

7.   
SERIAL  
NUMBER 

8.   
CONTRACT  
NUMBER 

9.  TO  (Installation/Activity/Service &  
      Zip Code) 

10.  
OPERATING 
UNIT 

11.  
DISTRICT 
CODE 

12.  
OPERATING 
AGENCY 

13.  ACCTG. 
NUMBER 

14.  
ACCTG. 
OFFICE 
NUMBER 

15.  TYPE OF TRANSACTION 
 
A.  _______________________ 
 
B.  ________________________ 

16.   
PROJECT  
NUMBER 

ITEM 
NO. 

 
17 

CATEGORY 
CODE 

 
18 

 
FACILITY 

 
19 

NO. 
OF 

UNITS 
20 

 
TYPE 

 
21 

UNIT 
OF 

MEAS. 
22 

TOTAL 
QUANTITY 

 
23 

 
COST 

 
24 

DRAWIN
G 

NUMBER
S 
 

25 

 
REMARKS 

 
26 

          

27.  STATEMENT OF COMPLETION:  The facilities listed hereon are in accordance with maps, drawings, and specifications and change orders approved by the authorized representative of 
the using agency except for the deficiencies listed on the attached. 
TRANSFERRED BY (Signature) DATE: 28.  ACCEPTED BY (Signature) DATE 

TITLE (Area Engr./Base Engr./DPWO)  TITLE (Area Engr./Base Engr./DPWO) 29.  PROPERTY 
VOUCHER NUMBER 
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APPENDIX B 
 

TRANSFER AND ACCEPTANCE OF MILITARY REAL PROPERTY 
 
This exhibit sets forth the essential information required for the transfer and acceptance of 
military real property and should be completed to support entries into the real property accounts.   
 
A.  GENERAL INFORMATION ON THE TRANSFER AND ACCEPTANCE FORMAT 
 
 1.  The page number and the total number of pages comprising each transfer transaction 
shall be shown in the space provided at the top right-hand part of the format. 
 
 2.  When two or more pages are required, items 27 through 29 shall be completed only on 
the final page.  In such cases, the bottom portion of the format (blocks 27 through 29) shall be 
excluded from each page except the final page. 
 
B.  PROCEDURES FOR COMPLETING THE TRANSFER AND ACCEPTANCE FORM 
 
ITEM 1  Self-explanatory 
 
ITEM 2  To be assigned in accordance with DoD Component implementation. 
 
ITEM 3  Identify Intermediate Command, as necessary. 
 
ITEM 4 Primarily for Navy use. 
 
ITEM 5  Enter the date the transfer and acceptance document is prepared. 
 
ITEM 6  For Army use, enter appropriate Army job and directive number.  For Air Force  
  use, enter base job number, as appropriate, when form is used for transfer within  
  the Air Force. 
 
ITEM 7  For Army use, or for transfer of construction to the Air Force, identify the fiscal  
  year, and sequence number for each installation to which real property is being  
  transferred; for example, for FY 1988, show 88-1, 88-2, etc.  For the Navy, the  
  serial number shall be assigned by the area or district public works office and  
  shall represent the numerical sequence of submissions by respective contract  
  number.  
 
ITEM 8  Insert appropriate contract number. 
 
ITEM 9  Self-explanatory.   
 
ITEM 10-12 Same as instructions for Items 2, 3 and 4.  To be used by the gaining activity.   
  (Not applicable for Air Force use.) 
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ITEM 13  For Navy use only.  Insert the accounting number assigned to, or used by, the  
  activity in Item 9. 
 
ITEM 14  For Navy use only.  Insert the accounting number assigned to the activity  
  performing the official property accounting for the activity shown in item 9. 
 
ITEM 15A  Indicate whether the transfer is new construction, existing facilities, capital  
  improvements to existing facilities, other.  Additional remarks should be entered  
  on a separate schedule if “other” is specified. 
 
ITEM 15B Indicate whether transfer is being made at time of beneficial occupancy, physical  
  completion, financial completion (with respect to new construction), or “other.”   
  Additional remarks should be entered on a separate schedule if “other” is  
  specified. 
 
ITEM 16  Enter the code number assigned to identify the project with the statutory authority  
  appropriate for the construction.   
 
ITEM 17 A separate item number will be assigned for each category code.  Item numbers  
  will be shown in column 17 and assigned sequentially starting with the number  
  one. 
 
ITEM 18-19 Enter the category code and description that appropriately describes the primary  
  use for which the facility (building, structure, utility) is designed.  Not more than  
  one category code (Item 18) will be listed per line item (Item 17).  Category codes  
  and descriptions should be consistent with DoD Instruction 4165.3, “Department  
  of Defense Facility Classes and Construction Categories,” and enclosure 1 to  
  DoD Instruction 4165.14, “Inventory of Military Real Property.” 
 
ITEM 20  Show number of units in terms of buildings or other structures. 
 
ITEM 21  Enter the type of construction; use “P” for permanent, “S” for semipermanent, or  
  “T” for temporary, as appropriate. 
 
ITEM 22  Enter the unit of measure.  Abbreviate such as “M2” for square feet, etc. 
 
ITEM 23  Enter total quantity for measure identified in Item 22. 
 
ITEM 24  Indicate cost for each item number, category code, and description.  When a  
  document includes some estimates, annotate each cost figure with an alphabetical  
  suffix of “P” for preliminary or “F” for final. 
 
ITEM 25-29 Self-explanatory. 
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APPENDIX C 
 

PHASES OF MILITARY CONSTRUCTION 
 
A. Congressional authorization of major construction projects typically represents the 
culmination of planning, programming, and budgeting efforts.  A project evolves from a 
determination that additional facilities are needed.  The need is defined, given a priority ranking, 
and placed in competition with other projects for available resources.  The project definition 
effort begins at the installation level and moves through the chain of command until the project 
ultimately is included in the budget submittal.  Attachment 1 to this appendix, “Evolution of a 
FY 1995 Military Construction Project,” depicts the life-cycle of a military construction project 
and shows that the process of acquiring a military facility could take 3 to 7 years from 
conception to completion.  The actual design phase could take 1 to 2 1/2 years, while the 
construction phase could take 1 to 3 years.  The remaining time is for planning, programming, 
budgeting and procurement activities.  The scope and cost of each project must be finalized 
before the annual budget submission to the Congress.  The total construction process consists of 
four phases. 
 
 1. PLANNING AND PROGRAMMING 
 
  a. Planning.  During planning, an installation’s facility requirements are 
derived from the installation’s mission.  The need to acquire additional facilities is determined by 
an assessment of how existing facilities meet the installation’s facility requirements.  If 
additional facilities are needed, construction projects may be undertaken to build new facilities, 
or upgrade existing, substandard facilities to accommodate new missions, accept technological 
changes, and improve operational efficiency.  
 
  b. Programming.  During programming, requirements--which are not met--
are matched with anticipated resources and included in a long-range plan to acquire those 
facilities.  Installation plans are combined into a Component-wide basis to ensure compatibility 
with the nation’s military strategy, Component priorities and guidance, and in consideration of 
the DoD facilities investment goal. 
 
  c. Investment Goal.  The Department and the Congress recognize that there 
is a minimum level of facilities investment that should be reached each year to protect the 
investment in existing facilities, ensure that facilities will continue to satisfy their designated 
purposes, and renew our installations.  The physical plant must be capable of supporting 
operational requirements and readiness, both today and in the future.  The investment goal is 
expressed as a percentage of plant replacement value. 
 
  d. Plant Replacement Value (PRV).  See Attachment 2 to this appendix for 
further details. 
 
  e. Master Planning.  Facility requirements are reflected in an installation 
master plan.  This document is the installation’s long-range strategy for development.  It pre-
scribes overall facility quality standards and architectural themes and addresses such areas as 
land use, utility systems, roads and parking. 
 
  f. Project Planning and Programming.  After it is determined that a con-
struction project is needed, a general description of the project requirement, its scope and a cost 
estimate are developed and, along with supporting documentation, submitted as part of the 
installation’s military construction budget request.  The project shall include associated 
equipment, furnishings (classified as equipment in place), and supporting facilities. 
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  g. The cost of the above efforts normally is expensed and not capitalized. 
 

2. BUDGETING 
 
  a. DoD Components determine which facility projects should be included in 
their Military construction budgets.  Some facility projects may qualify for inclusion in other 
budgets, such as Procurement, RDT&E, or O&M or for accomplishment with nonappropriated 
funds. 
 
  b. The budget requests are forwarded to OSD, where all DoD Component 
programs are reviewed for compliance with DoD objectives and policy and refined and modified 
as necessary to ensure consistency and conformity.  Once the program has been reviewed by the 
OSD, it becomes part of the budget request submitted to the OMB for transmission to the 
Congress as part of the President’s Budget. 
 
  c. After receipt of the President’s Budget, it is reviewed by oversight 
subcommittees of the House and Senate Appropriations Committees and the House National 
Security and Senate Armed Services Committees.  Often, witnesses from respective DoD 
Components, and sometimes from the private sector, appear before the subcommittees to furnish 
further information on specific programs and projects. 
 
  d. Upon completion of its review, each subcommittee marks up the budget 
request and forwards its recommendations for approval to the full committee and then to the full 
chamber.  Differences between the projects approved by the House and Senate are resolved in 
joint conferences.  The Congress passes separate authorization and appropriation bills that, when 
signed by the President, become the approved Military Construction program. 
 
  e. The cost of the above efforts normally is expensed and not capitalized. 
 
 3. DESIGN 
 
  a. Once a Military Department has validated the requirement and priority of 
a military construction project and inserted it in a specific fiscal year program, a design 
instruction is issued to the design agent who initiates the design process.  
 
  b. Design may be accomplished by contracting with an architect-engineer 
firm, a design build firm, or an in-house professional staff.  If the design is to be contracted, 
10 U.S.C. 2855 will be followed.   
 
  c. Design is accomplished in predetermined phases to assure that user 
requirements are addressed properly in the design and that established standards and criteria are 
met.  The number of phases and detail required for each phase varies with each project, 
depending on complexity, special interest, high visibility, time constraints and funding level. 
 
  d. Normally, the critical point is at the preliminary design stage (referred to 
as the 35 percent stage) since this stage provides sufficient detail to define scope, criteria, and 
cost estimates for consideration in the budgeting process.  The content of the 35 percent design 
submittal is defined in the contract scope of work and will vary depending on the contract 
delivery strategy to be used to acquire the facility.  The most typical strategy is a design based on 
a unique one-of-a-kind effort.  However, design could also be a site-adapt, a performance 
specification using commercially available building systems, a design-build, etc., but each of 
these contracting processes determines the content of the 35 percent design submittal.   
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  e. Design includes such actions as the development of design manuals, 
software programs, guide specifications and standards, standard drawings, extensive site 
investigation, analysis of alternative solutions, development of building systems layout, outline 
specifications, cost estimates, and special studies including value engineering. 
 
  f. The final design phase is initiated after thorough review by the using 
activities to ensure that requirements and criteria are addressed properly in the preliminary 
design documents and that the project has been revalidated and still is in the budget.  Upon 
completion of the working drawings, contract specifications, and bidding documents, the project 
is ready to be advertised for construction.  Projects require both congressional authorization and 
appropriation before a construction contract can be awarded. 
 
  g. The cost of the above efforts, including administrative and overhead 
support costs, shall be capitalized. 
 
 4. CONSTRUCTION 
 
  a. Normally, military construction projects are awarded through a 
competitive bid process that consists of advertising in the “Commerce Business Daily,” using 
sealed bid procedures and awarding a firm fixed price contract to the responsible contractor 
submitting the lowest acceptable bid.  However, as discussed previously for the design phase, 
alternative contracting delivery strategies may be followed in accordance with the Federal 
Acquisition Regulation (FAR) and congressional direction.  Regardless of the method used, all 
requirements for construction contacts over $250,000 must be advertised in the “Commerce 
Business Daily” to include details of the bidding procedures to be used. 
 
  b. Advertisement, award and administration of a construction contract 
require both in-house and contract efforts that include reproduction of bid documents, 
preparation and response to the advertisement, supervision, and administration and inspection 
throughout the life of the construction project, in addition to the total cost of the construction 
contract. 
 
  c. The cost of the above efforts shall be capitalized. 
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ATTACHMENT 1 TO APPENDIX C 
 

EVOLUTION OF A FY 1995 MILITARY CONSTRUCTION PROJECT 
 
PHASES 1990 1991 1992 1993 1994 1995 1996 1997 
PLANNING, 
PROGRAMMING AND 
BUDGETING 

User 
Identifies 
and 
Develops 
Project 

Service 
Inserts 
Project in 
FYDP* 

Service 
Completes 
Planning 

Service 
Finalizes 
Program 
and 
Prepares 
Budget 

OSD Submits 
Budget to the 
Congress 

   

LEGISLATION     Congressional 
Committees Hold 
Hearings & Enact 
Legislation 

   

DESIGN  1/   Service 
Selects 
A&E** 
Negotiates 
Contract 

A&E** 
Performs 
0-35% 
Design. 
Service 
Reviews 
and 
Approves 

A&E** Performs  
35-100% Design. 
Service Reviews 
and Approves 

   

CONSTRUCTION     Service Solicits 
Bids and Awards 
Contract 

Construction  2/ User 
Occupies 
Facility 

PHASES 1990 1991 1992 1993 1994 1995 1996 1997 
 
 
     *    Future Years Defense Program 
     **  Architect and/or Engineer 
 
1/   Reserve Component facilities are to be at 65% design complete before inclusion in the DoD budget 
2/   Contracts may not be awarded without congressional authorization and appropriations. 
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ATTACHMENT 2 TO APPENDIX C 
 

PLANT REPLACEMENT VALUE 
 
A. The Department and the Congress recognize that there is a minimum level of facilities 
investment that should be made each year to protect the investment in existing facilities, ensure 
that facilities will continue to satisfy their designated purposes, and renew our military 
installations.  The physical plant must be capable of supporting operational requirements and 
readiness, both today and in the future.  The plant replacement cycle is one indicator of an 
appropriate facility investment level.  The methodology to determine the plant replacement cycle 
makes use of one indicator, plant replacement value which is described in this addendum. 
 
 1. PLANT REPLACEMENT VALUE (PRV) 
 
  The PRV is the cost of replacing the current physical plant with modern facilities 
built at today’s construction costs using today’s construction standards.  It includes all buildings, 
structures, or other improvements to real property, regardless of funding source but does not 
include land value or leasing costs. 
 
 2. CALCULATION 
 
  a. The PRV shall be calculated by applying current construction pricing data 
to the total inventory of the current physical plant.  This will yield the PRV. 
 
  b. The “Tri-Service Cost and Pricing Guide” should be consulted to 
determine current construction prices.  Appropriate unit costs may not be available in the pricing 
guide.  If this occurs, DoD Components shall use any other supportable sources available.  DoD 
Components should use the most accurate estimates.  The PRV shall not be calculated by 
inflating the original facility acquisition cost to the current year, unless no other reasonable 
method is available. 
 
  c. The PRV shall be identified for each of the following investment 
categories (ICs): 
 
  IC 01 Aviation Operational  
  IC 02 Communication Operational 
  IC 03 Waterfront Operational 
  IC 04 Other Operational 
  IC 05 Training 
  IC 06 Aviation Maintenance 
  IC 07 Shipyard Maintenance 
  IC 08 Other Maintenance and/or Production  
  IC 09 Research, Development, Test, and Evaluation  
  IC 10 Petroleum, Oil and Lubricant Supply and/or Storage 
  IC 11 Ammunition Supply and/or Storage 
  IC 12 Other Supply and/or Storage 
  IC 13 Medical and/or Dental 
  IC 14 Administration 
  IC 15 Troop Housing and/or Messing 
  IC 16 Other Personnel Support Services 
  IC 17 Utilities 
  IC 18 Real Estate and Ground Structures (less land) 
  IC 19 Other Facility Costs 
  IC 20 Family Housing 
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  d. Facility acquisitions include all aspects to include construction, purchases, 
donations, and transfers in.  In effect, include any transactions that increase the size of the 
physical plant. 
 
  e. Facility losses include demolitions, transfers out, sales, and losses because 
of fire or natural disaster.  In effect, include any transactions that decrease the size of the 
physical plant. 
 
  f. The DoD Component shall maintain an audit trail of the calculations used 
to develop the PRV.   
 
 3. REPORTING REQUIREMENTS 
 
 PRV information is to be furnished to the Office of the Deputy Under Secretary of 
Defense (Installations) within 60 days after the end of each fiscal year.  The following format 
will be used for submitting this information. 
 
Plant Replacement Value (PRV) for FY 19_____ 
(As of September 30, 19____)   (Dollars in Millions) 
INSTRUCTIONS 
1.  List the PRVs reported for the prior FY in column 2. 
 
2.  Calculate the prior year PRVs with current reporting year  
     values and list in column 3a. 

3.  List acquisitions and losses for the current reporting FY in 
      columns 3b and 3c. 
 
4.  The current year PRVs in column 4 (columns 3a + 3b + 3c). 

1.  Facility Categories 
(Enter totals for each category) 

2. 
PRV 

 
3.  Current FY Value 

4. 
PRV  

(Use ICs & FCC cross reference list) Prior FY a.  PRV Prior FY b.  Acquisitions c.  Losses Current FY 
IC  01   Aviation Operational      
IC  02   Communication Operational      
IC  03   Waterfront Operational      
IC  04   Other Operational      
IC  05   Training      
IC  06   Aviation Maintenance      
IC  07   Shipyard Maintenance      
IC  08   Other Maintenance and/or 
 Production 

     

IC  09   Research, Development, Test 
 & Evaluation 

     

IC  10   Petroleum, Oil, & Lubricant 
 Supply and/or Storage 

     

IC  11   Ammunition Supply and/or 
 Storage 

     

IC  12   Other Supply and/or Storage      
IC  13   Medical and/or Dental      
IC  14   Administrative      
IC  15   Troop Housing/Messing      
IC  16   Other Personnel Support 
 Services 

     

IC  17   Utilities      
IC  18   Real Estate & Ground 
 Structure (less land) 

     

IC  19   Other Facility Costs      
IC  20   Family Housing      
 Total      
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INVESTMENT CATEGORIES (ICs) AND THREE-DIGIT FACILITY 
CATEGORY CODE (FCC) CROSS REFERENCE LIST 

Operations (all FCCs in the 100s except 171 and 179) 

 IC 01 - Aviation Operational Facilities 

  111  Airfield Pavements - Runways 

  112  Airfield Pavements - Taxiways 

  113  Airfield Pavements - Aprons 

  116  Airfield Pavements - Other 

  121  Airfield Fuel Dispensing 

  133  Navigation and Traffic Aids - Buildings 

  134  Navigation and Traffic Aids - Other than Buildings 

  136  Airfield Pavement Lighting 

  141  Operational - Buildings 

  149  Operational Facilities Other than Buildings 

 IC 02 - Communication Operational Facilities 

  131  Communications - Buildings 

  132  Communications - Other than Buildings 

  135  Communications - Lines 

 IC 03 - Waterfront Operational Facilities 

  122  Marine Fuel Dispensing 

  151  Piers 

  152  Wharfs 

  153  Cargo Handling or Staging Areas 

  154  Sea Walls, Bulkheads, and Quay Walls 

  155  Small Craft Berthing 

  156  Cargo Handling Facilities and/or Buildings 

  159  Other Waterfront Operational 
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  161  Harbor Protection Facilities 

  162  Coastal Protection Facilities 

  163  Moorings 

  164  Marine Improvements 

  165  Dredging 

  169  Other Harbor and Coastal 

 IC 04 - Other Operational Facilities 

  123  Land Vehicle Fuel Dispensing 

  124  Operational Fuel Storage 

  125  Petroleum, Oil, and Lubricant (POL) Pipeline 

  126  Liquid Fuel and Dispensing - Other 

  137  Ship Navigation and Traffic Aids - Buildings 

  138  Ship Navigation and Traffic Aids - Other than Buildings 

  142  Operational - Helium Plants and Storage 

  143  Ship and Other Operational - Buildings 

  148  Ship and Other Operational - Other than Buildings 

Training (FCCs 171 and 179) 

 IC 05 - Training Facilities 

  171  Training Buildings 

  179  Training Facilities - Other than Buildings 

Maintenance and Production (all FCCs in the 200s) 

 IC 06 - Aviation Maintenance Facilities 

  211  Maintenance - Aircraft 

  221  Production - Aircraft 

 IC 07 - Shipyard Maintenance Facilities 

  213  Maintenance - Ships and Spares 

  223  Production - Ships and Spares 
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 IC 08 - Other Maintenance and or Production Facilities 

  212  Maintenance - Guided Missiles 

  214  Maintenance - Tank and Automotive 

  215  Maintenance - Weapons and Spares 

  216  Maintenance - Ammunition, Explosives, and Toxic 

  217  Maintenance - Electronics and Communications Equipment 

  218  Maintenance - Facilities for Miscellaneous 

  219  Maintenance - Installation, Repair, and Operation 

  222  Production - Guided Missiles 

  224  Production - Tank and Automotive 

  225  Production - Weapons and Spares 

  226  Production - Ammunition, Explosives, and Toxic 

  227  Production - Electronics and Communications Equipment 

  228  Production - Facilities for Miscellaneous 

  229  Production - Installation, Maintenance, Repair, and Operations 

Research, Development, Test and Evaluation (RDT&E) (all FCCs in the 300s) 

 IC 09 - RDT&E Facilities 

  310  Science Labs 

  311  Aircraft 

  312  Missile and Space 

  313  Ship and Marine Equipment 

  314  Tank and Automotive 

  315  Weapons and Weapon Systems 

  316  Ammunition, Explosives, and Toxic 

  317  Electronic, Communications, and Electrical Equipment 

  318  Propulsion 

  319  Miscellaneous Items and Equipment 
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  320  Underwater Equipment 

  321  Technical Services 

  371  Range Facilities 

  390  Other than Buildings 

Supply (all FCCs in the 400s) 

 IC 10 - POL Supply and or Storage Facilities 

  411  Liquid Fuel Storage - Bulk 

  412  Liquid Storage Other than Water, Fuel, and Propellants 

 IC 11 - Ammunition Supply and or Storage Facilities 

  421  Ammunition Storage - Depot and Arsenal 

  422  Ammunition Storage - Installation and Ready Issue 

  423  Ammunition Storage - Liquid Propellant 

  424  Weapon-Related Battery Storage 

  425  Open Ammunition Storage Pad (Other) 

 IC 12 - Other Supply and or Storage Facilities 

  431  Cold Storage - Depot and In-Transit 

  432  Cold Storage - Installation and Ready Issue 

  441  Storage - Covered - Depot and Arsenal 

  442  Storage - Covered - Installation and Organizational 

  451  Storage - Open - Depot 

  452  Storage - Open - Installation and Organizational 

Hospital and Medical (all FCCs in the 500s) 

 IC 13 - Medical and or Dental Facilities 

  510  Medical Center and or Hospital 

  530  Laboratories 

  540  Dental Clinics 

  550  Dispensaries and/or Clinics 
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Administrative (all FCCs in the 600s) 

 IC 14 - Administrative Facilities 

  610  Administrative Buildings 

  620  Administrative Structures - Underground 

  690  Administrative Structures - Other than Buildings 

Troop Housing and or Messing (all FCCs 721 through 725) 

 IC 15 - Troop Housing and or Messing Facilities 

  721  UPH - Enlisted Personnel 

  722  UPH - Mess Facilities 

  723  UPH - Detached Facilities 

  724  UPH - Officers Quarters 

  725  UPH - Emergency 

Community (all FCCs 730 through 760) 

 IC 16 - Other Personnel Support Services Facilities 

  730  Personnel Support and Service 

  740  Morale, Welfare, and Recreational (MWR) - Interior 

  750  Morale, Welfare, and Recreational (MWR) - Exterior 

  760  Museums and Memorials 

Utilities (all FCCs in the 800s except 851, 852, 860, 871, and 872) 

 IC 17 - Utilities Facilities 

  811  Electrical Power - Source 

  812  Electrical Power - Transmission and Distribution Lines 

  813  Electrical Power - Substations and Switching Stations 

  821  Heat - Source 

  822  Heat - Transmission and Distribution Lines 

  823  Heat and Gas - Source 

  824  Heat and Gas - Transmission 
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  826  Refrigeration (Air Conditioning) - Source 

  827  Chilled Water (Air Conditioning) - Transmission and Distribution 

  831  Sewage and Industrial Waste - Treatment and Disposal 

  832  Sewage and Industrial Waste - Collection 

  833  Refuse and Garbage 

  841  Water - Supply, Treatment, and Storage - Potable 

  842  Water - Distribution System - Potable 

  843  Water - Fire Protection 

  844  Water - Supply and Storage - Nonpotable 

  845  Water - Distribution System - Nonpotable 

  880  Fire and Other Alarm Systems 

  890  Miscellaneous Utilities 

Real Estate and/or Roads and/or Grounds (other than land) (all FCCs in the 900s plus 851, 852, 
860, 871, and 872) 

 IC 18 - Real Estate and Ground Structures (less land) 

  851  Roads 

  852  Sidewalks and Other Pavement 

  860  Railroad Tracks 

  871  Grounds Drainage 

  872  Ground Fencing, Gates, and Guard Towers 

  912  Public Domain Withdrawal 

  923  Foreign Rights 

  931  Buildings 

  932  Site Improvement 

  933  Demolition 

  939  Other 
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Other 

 IC 19 - Other Facility Costs 

Family Housing (FCCs 711 through 714) 

 IC 20 - Family Housing Facilities 

  711  Family Housing - Dwellings 

  712  Family Housing - Trailers 

  713  Family Housing - Trailer Sites 
 
  714  Family Housing - Detached Facilities 
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