SIM Stockholders’ Report FY 2002


Executive Summary

As noted in the CNO’s Guidance for 2003 regarding 2002, “The past year has been one of tremendous accomplishment for our Navy. Our men and women operating in the air, on and under the sea, and on the ground are at the leading edge of the Global War of Terrorism.” Given today’s fiscal climate and keen competition for limited resources, it is imperative that we chart a course that not only strikes an optimum balance between the many competing demands within our shore infrastructure, but also affords the greatest contribution to Fleet readiness and operational capability. In so doing, we must consider fully the impact on both quality of life and quality of service for our total force Navy team.
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The Shore Installation Management (SIM) community has taken a number of steps and specific actions to further enhance overall support capabilities with the involvement and full support from all key stakeholders. These actions, moreover, have been taken understanding fully that Fleet support is the central focus and pivotal for the measures of success for installation operations. Organizationally, we are better aligned ashore to ensure that we deliver the best in services to the Fleet, and to generate efficiencies – actions that we continue to emphasize. The SIM Strategic Plan that was approved just prior to 2002 provides the blueprint from which we are executing. While the overall state of our Shore Installations in 2002, is sound, we must continue to build on such efforts to maintain and operate Shore Installations in the most efficient and effective manner. This report describes the numerous actions and specific initiatives under​taken over the past year.
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The Navy allocated $8.5B for SIM in FY 2002; the result of a process that began with POM-02 and initiated in the fall of 1999. Preparation of the POM-04 Baseline Assessment Memorandum (BAM) which commenced in the fall of 2001 represented a significant shift from previous efforts to describe Base Operating Support (BOS) requirements. Par​ticularly noteworthy, POM-04 provided a much more detailed description of BOS requirements by deconstructing the traditional Other Base Operating Support (OBOS) into key component functions.

The majority of the overall SIM funding in FY 2002 was executed by the Installation Major Claimants (IMCs) as non-discretionary in terms of obligations. The IMCs executed the remaining 30% of FY 2002, SIM funding as discretionary. Worth mentioning is the fact that 35% of the Federal Budget in FY 2002, was discretionary, very close to the Navy percentage. 
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Historically, OBOS represented 20 different base support functions that accounted for more than 77% ($2.4B) of the total O&M,N/R Navy Base support funding for installations, exclusive of facilities maintenance. Articulation of a single requirement to support such a wide range of functions, combined with a limited ability to describe what we were buy​ing (outcomes) with the resources provided served only to dilute successful justification and funding for core mission areas and non-discretionary base support requirements con​tained within OBOS. The end result generally has been for decision-makers to provide fund​ing as a straight percentage of the requirements, or as a percentage increase over last year, plus the necessity to reprogram funding (migration) during execution to support OBOS must-pay bills, such as utilities. This inability to individually track funds, measure outcomes or outputs, and break out the “pieces” of OBOS into discrete parts has contributed to credibility issues in requirements justification and SIM funding allocations. In other words, it has been difficult, if not impossible to see if “you got what you paid for.”

On occasion in the past (such as in FY 2001-see following chart) OBOS execution by the IMCs for the full fiscal year has over-executed with money migrating from other sources. These types of migrations have been necessary to pay for the must fund bills, such as utilities.
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Since April 2000, the SIM community has been examining and evaluating the various component functions and tasks that must be performed to properly support the operational forces and optimize shore readiness. This formal process has included an Integrated Process Team (IPT) approach that includes twenty-one discrete functional area teams comprised of subject matter experts. The ulti​mate objective for the IPTs is to “institutionalize” the IPT process, thereby allowing each IPT to serve as the Navy’s primary advisory group for their respective functional area.

Eighteen IPTs have produced macro metrics, which were integral to the OPNAV N46 POM-04 BAM development. PR-05 will be influenced heavily by the standards, service levels and other associated granular costing data developed by the IPTs and approved by the Shore Installation Programming Board (SIPB). In essence, the IPTs are methodically building performance models that can be used in developing present and future Capability Plans. Through the efforts of these IPTs, N46 has begun the process of establishing Navy-wide performance levels. While this effort is still a work in progress, the PR-05 Integrated Installation and Support Capabilities Plan will allow the Navy to make deliberate, discrete programming decisions relative to base sup​port functions, and transmit information to the operating level on expected level of service funding for each base support function.
In general, the POM-04 BAM reflects a significant increase in the degree of fidelity and accuracy in both requirements definition and associated programming cost estimates. Equally important, this methodology reinforces requirements credibility, and provides key information to decision-makers.

FY 2002 was dominated by the security con​cerns resulting from the terrorist attacks of 9/11, and the developing operations to counter terrorist threats worldwide. For the SIM community, these concerns were emphasized through the level of effort required to ensure full security for our installations and people. This initial SIM Stockholders’ Report shows not only how the SIM community responded to the above concerns, but also overall SIM performance with the funding provided.
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The report is organized into chapters reflecting the Installation Management Accounting Pro​ject (IMAP) 2003 Core Business Model (CBM) structure. The CBM was developed to provide more accurate and consistent cost accounting at installations, and provide better OBOS granularity for added fiscal visibility. Importantly, these functional area descriptions are used in building more accurate and detailed Capability Plan requirements.
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The IPT approach is outcome-based and has included the development of Service Levels (SL) and Service Level Descriptors (discussed in detail in each chapter and associated appendix) for the identified areas. A key aim of the report is to demonstrate “what we got for our money” by comparing SLs achieved for a particular function with the Status of Resources and Training System (SORTS)/C-Level Readiness Rating used in the OPNAV N46 BAM submission for POM-02. C-Ratings (see chart above) were used in POM-02 for the development of overall requirements.

While there is not a direct correlation between the C-Readiness Ratings (C-1 – C-4) and the Service Levels (SL 1 – SL 4), there are close parallels for rough parity. Future Stockholders’ Reports incrementally will include expected versus actual comparisons of Service Levels vice use of C-ratings. In creating Service Levels, we made an initial assumption that parallels to the extent possible, SORTS/C-Ratings with Service Level ratings as summarized in the chart below.

At the conclusion of the overview in each chapter is a “Product of the Plan” shaded box summarizing key accomplishments and SIM concerns for FY 2002. Chapter 9 includes important 2002 lessons-learned recognizing that further efficiencies still are required in this ever-tightening fiscal environment.

Operating Forces Support
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The core business areas under Operating Forces Support include Air Operations, Port Operations, and Operations Support. They provide the clearest linkage and most direct support to the Fleet and a direct link to readiness. Significantly, the associated funding for these areas comprises only 13% of the IMAP direct BOS obligations for FY 2002. 

Due to the relatively small total budget percentage of Other Ops Support, the decision was made not to establish IPTs to address the associated sub-function area requirements. All of the functions within Operating Forces Support are currently included under Special Interest Item (SII) OB (Other Base Support), and are combined as a portion of OB within the larger category of Base Support. For 2002, there is little granularity or visibility over Air and Port Operations, and Supply between the BAM submission through execution. For FY 2002, Air and Port Operations were programmed at a readiness level of C-2, while Supply was programmed at C-3. Based upon the Navy-wide performance metric data calls conducted during the year, performance in all three key areas was assessed at SL 2, which met or exceeded both the programmed readiness and/or expected service levels funded by the Navy.

	Operating Forces Support

	Core Business Area/Function
	FY 2002 

Service Level

	Air Operations
	2

	Port Operations
	2

	Ops Support
	Not measured

	· Other Ops Support
	Not measured

	· Supply
	2


The bottom line – Navy achieved the SL it anticipated, and with a modest increase in programmed funding, could readily approximate SL 1. Navy should reexamine the fund​ing allocation for each of these Operating Forces Support functions with consideration given to programming to a level to fully support at SL 1 the validated BAM requirements in future years.

Community Support

The major functions within Community Sup​port (Personnel Support and Housing) address key quality of life issues and their tangential linkages to recruitment and retention for Navy sailors and their families. Community Support represents 19% of the total IMAP direct BOS obligations in FY 2002.
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Personnel Support includes Morale, Welfare, and Recreation (MWR), Child Development, Galley, Fleet and Family Support Program (FFSP), and Other Community Support. Of these, the largest in terms of obligations, with nearly 50%, is MWR. Analysis indicates that Navy overall achieved the expected Service Level in Community Support based on the funding provided within each discreet function. 


The pie chart displays their relative percentages. MWR, Child Development, and FFSP were funded at C-2. The remaining functions were funded at C-3.
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Performance is noted below. Galley was not measured because the IPT is still refining standards, while Other Community Support has not been accorded an IPT.

	Personnel Support

	Function
	FY 2002

Service Level

	MWR
	Estimated at 2

	Child Development
	1

	Galley
	Not yet measured

	Fleet & Family Support
	2

	Other Community Support
	Not yet measured


FY 2002 was a turbulent year for MWR with the entire MWR system under financial pressure as a result of the national security concerns associated with the impact of the terrorist events of 9/11. Nonetheless, MWR provided increased support to deployed and deploying units ranging from an expanded physical fitness program to free pre-paid calling cards to recreational deployment kits. Due to some key time-related constraints encountered during the Navy-wide IPT data call, the overall assessment of the actual Service Level achieved in 2002, for MWR has yet to be determined definitively. The MWR IPT is addressing the issues currently, and 



plans to report the results in 2003, in preparation for POM-06. It is estimated that the actual Service Level for MWR in 2002 was SL 2.

The Child Development Program implemented efficiencies that have allowed program growth to meet approximately two-thirds of the current DoD potential need for FY 2002. The program is progressing toward the DoD goal of meeting 80% of potential need. Inno​va​tive initia-
tives have provided school-age children with exciting opportunities and increased spaces 
for Scholarship Camps, Outdoor Adventure Camps, and Teen Employment. 

Navy’s 101 Galleys served more than 11.4 million rations to sailors and cash paying customers. Claimants provided nearly $17M in additional funding in order to cover increased contract costs associated with added contract labor requirements.

The FFSP had a strong year supporting Navy commands, sailors, and family members. It was, however, significantly challenged to meet the increasing demands of a post-9/11 environment and support of Operation Enduring Freedom. FFSP continued to support the Family Assistance Center (FAC), established for the families of victims of the terrorist attack on the Pentagon. FFSP, moreover, has continued to play a major role in mobilization of military reservists being called to active duty, including briefings to 16,711 reservists and their families. 

Navy’s Sheltering program, which includes Family Housing and Bachelor Quarters Ops, accounts for greater than 13% of the total SIM Funding as detailed on page (i). Family Housing (FH) houses approximately 25% of Navy families. The FH program is on track to meet Defense Planning Guidance requirements to eliminate inadequate homes by FY 2007, through a mix of traditional MILCON, Basic Allowance for Housing (BAH), and privatization.

Bachelor Housing has made significant strides on improving the housing quality, and more recently, improving the quantity of housing provided to shipboard Sailors when not deployed. Homeport Ashore (HA) is nearly complete at 2x1+1 in Hawaii and Guam. Build-out to 1+1 will continue through 2013. 

Family Housing and Bachelor Housing both were programmed at a C-2 readiness level with performance as noted in the following box.

	Housing
	FY 2002

Service Level

	Family Housing
	2

	Bachelor Quarters Operations
	2


Base Support
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It is essential that we continue efforts to streamline the support structure through busi​ness practices, process transformation, and achieve increased efficiencies. Base Support covers a wide spectrum of functions that range from Utilities to Disaster Preparedness. Base Support represents approximately 67% of 
the total IMAP direct BOS obligations with SRM being the largest slice. Base Support includes Facility Support, Environmental, Public Safety, and Command and Staff.

All functions contained within Facility Support were programmed at C-3 with the exception of Utilities, which was programmed at 



C‑2. In execution, $56M was migrated into Utilities. Utilities comprised one half of Facility Support.

The Environmental Core Business Area includes Environmental Quality Program activities required to meet deferral, state, tribal, and local laws and regulations. It involves program compliance, conservation, pollution prevention, planning, and other installation environmental activities. Funding is programmed to meet all legal requirements. The Navy’s Environmental program also in​cludes funding for Environmental Restoration Activities under appropriations for Environmental Restoration, Navy (ERN). The total DoN ERN funding for FY 2002 was set at $255M, with $225M of that total for Navy. While these funds are not considered a direct part of the total SIM funding for FY 2002, ERN does have an impact. 

Public Safety is comprised of the four functions shown in the following chart. While asso​ciated funding represents approximately 13% of the total BOS direct obligations, only the area of Federal Fire has approved standards and service levels. All functions were programmed at C-3, with Federal Fire attaining SL 3.
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The Command and Staff Core Business Area is composed of the functions shown in the following pie chart. They were all funded at C-3. These four functions comprised 20% of the IMAP direct BOS obligations. The only functional area with a measured performance was IT Services, which performed at SL 3. The main focus in IT Services was on NMCI im​plementation. Therefore, obligations exceeded programmed funding in 3 of 4 sub-functional areas. Obligations for Command and Staff exceeded programmed funding and are not well aligned by sub-function. IPTs address only Command Admin and Religious Programs. Greater visibility is required in this important area.

Performance for Base Support is summarized in the following table.

	Base Support

	Core Business Area/Function
	FY 2002

Service Level

	Utilities
	2

	Facility Services
	3

	Facility Management
	3

	Base Support Vehicle & Equipment
	3

	SRM
	Uses Sustainment and Recap Models vice SL

	Environmental

Compliance

Conservations

Pollution Prevention
	Determination In progress

	Force Protection
	

	Federal Fire
	3

	Disaster Preparedness
	Not yet measured/ no IPT assigned

	Safety
	Determination In progress

	Command
	

	Resource Management
	

	Information Technology
	3

	MILPERS Services
	Determination In progress


Facilities Investment

Facilities Investment is not a part of the IMAP Core Business Model, but plays a large part 
in supporting SIM. It is comprised of four basic components: Sustainment, Recapitalization, New Footprint, and Demolition. SRM is actually a function of the Facility Support Core Business Area under Base Support, but, because of its large budget and impact on readiness, it is addressed in its own chapter.

FY 2002, obligations included the following:

· SRM
$ 1.1B

· MILCON
$828M

· Demolition
$  35M

Visibility and fidelity within the SRM functional area is increasing steadily, primarily due in large measure to OSD efforts to develop and benchmark metrics and requirement models. This initiative is driving overall efforts to standardize many aspects and methods of Facility Management.

The transfer of SRM funds to other programs during execution continues to be a major concern. Migration is also determined by examining the actual quarterly phasing of funding compared to planned phasing. 

For example, the phasing of SRM funding in FY 2002, by quarter indicates inefficiencies—in that the phasing of the funds forces a “back-loading” of execution vice executing in accordance with the original plan for SRM projects. Indicative of this “back-loading” is the following table of quarterly obligations of RPM data for FY 2002 which approximates SRM for FY 2002:

	SRM Quarterly Obligations

	1st Qtr
	2nd Qtr
	3rd Qtr
	4th Qtr

	$269M
	$252M
	$190M
	$593M

	Source: IMAP FY 2002 Obligations shown for RPM


This common practice of funds migration continues to affect negatively the SRM program. While Facility Investment “targeting” continues to improve, the problem of “year end dump” is exacerbated when time may not be sufficient to place the funds against their programmed intent.

The Centralized Demolition Program remains an important element in the Navy’s effort to drive down infrastructure costs. Funding remains healthy in the out-years and may increase as requirement definition improves. The Navy demolished 2.48 Million Square Feet Equivalent (MSFE) in FY 2002, exceeding the planned 2.0 MSFE. Due to favorable acquisition costs, these results were achieved despite a program reduction from $40M to $35M due to allocated budget cuts. 

The requirement for the Navy’s BRAC program is to reach regulatory closure on the environmental cleanup of the remaining 113 parcels, with 278 cleanup sites by FY 2005, and to facilitate the transfer of the remaining 28 BRAC Navy bases to local communities. Funding efforts were designed primarily to address environmental cost (cleanup and closure related compliance), real estate, and caretaker functions prior to property disposal. BRAC obligations in 2002, totaled $243.4M.

Balanced Scorecard
To assist the IPTs in defining their goals and metrics, the SIM SIPB used the Balanced Scorecard methodology to assess progress in the four primary areas of planned action, and developed seven metrics within the scorecard to assess the SIM community’s performance. 

The Balanced Scorecard provides a clear prescription as to what organizations should measure in order to “balance” the financial perspective, and has been used in industry for more than ten years. The SIM community views the various functional areas from four perspectives: Customers, Processes, Investment, and Workforce. Currently, the capability to fully populate all seven metrics on this scorecard is not available. Measurement, however, has begun on four metrics as depicted in Chapter 7.

2002 SIM Priority Actions

In 2001, the SIPB and Regional Commanders identified, evaluated, and prioritized more than 60 priority SIM actions. From this initial list, the board members selected 13 actions (a Baker’s Dozen – shown in table), which were considered to have the highest potential impact. These actions spanned all four Balanced Scorecard quadrants, and were deemed the major activities to be pursued.

Progress has been made during the past year on all 13 priority items. The seven checked action items in the table have shown excellent progress, while the six remaining are work in progress.

Miscellaneous Items

The Military Personnel, Navy (MPN) and the Reserve Personnel, Navy (RPN) appropriations account for a significant portion of overall SIM funding as indicated at the chart on page (i). It is imperative that on-going initiatives that may impact on the MPN/RPN billet base (i.e. A76 Strategic Sourcing, etc.) be considered carefully given key considerations such as sea-shore rotation, quality of life, and quality of work.

The Other Procurement, Navy (OPN) account provided a SIM total OPN authorized in FY 2002 of $154.4M. The OPN growth in FY 2002 was largely for increases to Anti-Terrorism/Force Protection (ATFP) and ATFP-related issues. OPN must continue to be juxtaposed carefully against overall O&MN/R requirements.
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	= SL 1

= SL 2

= SL 3

= SL 4

	IMAP 2003 Installation Core Business Model
	Core Business Area
	Projected during POM-02 & converted to Service Level
	Actual Service Level

	Operating Forces Support
	Air Ops
	C-2=SL 2
	2

	
	Port Ops
	C-2=SL 2
	               2

	
	Ops Support
	C-3=SL 3
	 21

	Community Support
	Personnel Support
	C-2=SL 2
	2

	
	Housing
	C-2=SL 2
	2

	Base Support
	Facility Support
	SL 2/SL 32
	2/32

	
	Environmental
	C-1=SL 1
	Determination in-progress

	
	Public Safety
	C-3=SL 3
	33

	
	Command & Staff
	C-3=SL 3
	34

	1Other Operations Support was not measured. Supply was the largest function in Operating Forces Support and performed at SL 2.

2Utilities was funded at C-2 and performed at SL 2. All other functions were funded at C-3 and performed at SL 3.

3All functions were funded at C-3, but Federal Fire was the only measured Service Level.

4All functions were funded at C-3. IT Services was the only area measured.


OPNAV N46 provides BOS funding support to the Defense Commissary Agency (DeCA) for the entire Navy portion of the commissary operations bill. For FY 2002, Navy’s portion of the bill was $287.9M, amounting to more than 26% of the support for a Department of Defense (DoD) bill totaling more than $1B for commissary operations worldwide.

The Pentagon Reservation Maintenance Revolving Fund (PRMRF) finances the activities of Washington Headquarters Services in providing space, maintenance, protection, renovation, and a full range of building services for DoD Components, including the Military Departments and other activities housed within the Pentagon Reservation. It is designed to operate on a break-even basis over the long term. Revenue is generated from various sources, but is dependent primarily upon funds collected via a basic user charge for space and building services. The Navy’s portion in FY 2002, was $40.4M

The stoplight chart summarizes the SLs computed for FY 2002. C-Ratings were converted to SLs. FY 2006 will be the first year that we can assess fully programming actions based on Navy-wide standards and Service Level methodology and compare programmed SLs with actuals.

Summary and Conclusions

We have achieved major progress and success this past year for our Navy installations. There is, however, considerable work remaining. Pro​gress can be categorized in three areas: build​ing credibility, providing for better SIM decision-making and organizational alignment.

In building credibility, the impact of the IPTs in establishing Service Levels, Metrics, Objective Matrices, and Navy-wide standards has been substantial but their job should not be viewed as complete. Further, in providing for better decision-making, the many influences within the PPBS system are limited by the speed of the feedback loop. Given the current PPBS time schedule, the results of FY 2002, provided limited impact on PR-05 because the execution data could not be accessed until after the major decisions had to be made – the feedback loop was too slow. To effect timely and better decisions in the future, Navy must be able to assess prior year execution issues against future requirements in a more timely manner. This is important in order to properly impact the planning, programming, and budgeting phases. Instead of waiting on official year-end data, the implementation of periodic reports throughout the year, such as quarterly, would provide at least partial data to decision-makers.

As the Navy considers further alignment actions and transitions to a new organizational structure under Commander, Navy Instal​lations, the momentum developed by SIM leadership through the IPTs, the improved requirements development process, and the 



improved feedback initiated through the Stock​holders’ Report progress must not be lost.

In summary, FY 2002 was a major step forward in the process of better defining SIM requirements, in much greater detail, not only in terms of funding, but importantly in terms of outcomes, outputs, and capabilities — what are we buying for our funding. And we have set up a process and plan that we are executing, that will get better and more detailed in each succeeding year. Return on investment ashore generally matched the expectations programmed and incorporated into the budget process. SIM made significant progress by setting detailed standards, service levels and metrics for its major programs areas covering over 80% of the resources consumed by SIM.  And while we did not execute consistently for all programs to achieve optimum effectiveness and/or efficiency, we have made a major start at doing so that will mature to full consistency in the ensuing years. The specific analyses and rationale for those cases where we made a start at this is explained more fully in the body of the report, but can be summarized by the following points for near-term SIM focus:

· Increase OBOS visibility so that all key functional areas can be individually tracked from planning through execution.

· Implement Program Elements and Special Interest Codes.

· Develop performance models for all functional areas.

· Reduce in the execution year, migration of funds between functional areas.

· Budget and fully fund must-pay bills, such as Utilities.

·  Phase SRM budget execution to a level profile throughout the fiscal year.

· Continue current and on-going methodology to further reinforce fiscal credibility.

· Continue and expand the IPT process for all key functional areas.

· Continue the performance model validation process, and SL costing methodology to further refine/measure programmed versus actual performance comparisons for future POM/PR cycles.

· Continue to provide SIM Leadership with the requisite capability (resources, analytical tools, models, etc.) to make difficult fis​cal decisions/trade-offs based on validated requirements and capability assessments. 

· Consider upgrading Air and Port Operations to SL 1.


Our SIM goals and objectives for FY 2003, which build on these points and on our successes while ambitious and not without challenge, are fully achievable.

This 2002 report on U.S. Navy Shore Installation Management – “Stockholders’ Report – The Product of the Plan” – provides a comprehensive look at the programs, initiatives, and numerous activities that have and will continue to provide our fighting forces with the very best support possible, now and well into the future.

Shape - Anticipate - Innovate - and Lead.







SORTS/C-Level Readiness Ratings Definitions


C-1: Unit possesses the required resources and is trained to undertake the full wartime mission(s) for which it is organized or designed – meets 95 to 100% of the mission requirement.


C-2: Unit possesses the required resources and is trained to undertake most of the wartime mission(s) for which it is organized or designed – meets 90 to 94% of the mission requirement.


C-3: Unit possesses the required resources and is trained to undertake many, but not all portions of the wartime mission(s) for which it is organized or designed – meets 85 to 89% of the mission requirement.


C-4: Unit requires additional resources and/or training in order to undertake its wartime mission(s), but it may be directed to undertake portions of its wartime mission(s) with resources on hand – meets 84% or less of the mission requirement.





Generic Service Level Definitions


SL 1: Installation possesses the required resources and expertise to execute its full mission (full quantity and quality requirement).


SL 2: Installation possesses the required resources and expertise to execute most of its mission (with degradation in both quantity and quality).


SL 3: Installation possesses the required resources and expertise to execute many, but not all portions of its mission (with degradation in both quantity and quality).


SL 4: Installation requires additional resources and/or training to execute its mission but may be directed to execute portions of its mission with resources on hand.
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