Navy Budget Process 	





�
	The Navy prepares an O&M budget at least two years in advance of the actual appropriation fiscal year.  Installations are given an opportunity to submit their budget requests each year.  NAVCOMPT issues budget guidance to the Major Claimants and they, in turn, pass these instructions down to their installations with their own specific exhibits, details, requirements, etc.  NAVCOMPT normally issues this annual budget guidance in January of each year.





	Once installations submit their budget requests, the Major Claimants review and approve the requests and prepare their own budget.  Many of the installation budget requests will be either disapproved or deferred to future years.  To survive the budget process, energy managers must develop strong justifications for their programs.





	The Major Claimants forward their budget requests to the CNO staff for review and approval.  Again, many of the Major Claimants' budget requests will be scrutinized and dropped from budget submittal to OSD.  This review and approval process is repeated by the OSD and OMB staff in preparation of the President's budget submission to Congress.





	Congress has the final authority for approving DoD's budget request and for appropriating the funds.  Once Congress authorizes funds, it is up to DoD to spend the money as it sees most appropriate unless Congress specifically attaches conditions or instructions on the use of the funds.  The authority to obligate or spend appropriations will in turn be delegated down to the installations through the reverse order of the budget-building process.





	In most cases, an installation's final funding appropriations are less than its initial budget request.  Energy managers must work at both ends of the budget process to ensure adequate funding for energy projects.  Energy managers must develop good economic justifications for energy projects during the budget-building stage as well as during the funding-disbursement stage.  Normally, installation commanders have the authority to decide how the appropriated funds are to be spent.





	This is one of the major reasons why an installation commander's support for energy conservation programs is so critical to their success.





BUDGETING AND PROGRAMMING PROJECTS





OSD ECIP Guidance





	The ECIP is a special MILCON-funded program designed to improve the energy efficiency of existing DoD facilities and equipment.  The ECIP funds installation energy improvement projects that fall under the rules for MILCON projects.  For example, ECIP can fund energy conservation projects for new or existing energy systems or buildings at any DoD-owned facilities where DoD pays the energy bills.





	Congress and the OSD have set aside a special fund to finance ECIP projects.  Therefore, ECIP projects do not compete with other mission-related MILCON projects for funding.  It is the energy manager's responsibility to prioritize ECEP projects; the manager needs to rank projects to qualify for funding on the basis of their greatest potential life-cycle payback on invested dollars.  Exceptions are made for investments involving the substitution of renewable energy for nonrenewable energy sources that have a beneficial environmental effect. (Note: Contact your next level of command for further information on investing in renewable energy projects.)





	Although projects funded under ECIP must meet certain criteria, many worthwhile projects should easily be able to meet those criteria.  They must have a savings-to-investment ratio (SIR) greater than 1.0 and a simple 'payback" of less than 10 years.  An SIR is the ratio of the "discounted" savings to the total investment, while the payback is the inverse of the SIR (technically, it is a discounted payback).


�
Understanding the Navy Budget Process





	The energy manager must understand how the Navy budget process works to learn how to program energy projects to obtain the necessary funds.





	The Public Works Officer at each installation and the EFDs are very knowledgeable about the budgeting process.  The energy manager must work very closely with them to ensure that energy conservation projects are included in their budget submittal.  Time spent to understand the budgeting process is invaluable.





Sources of Funding





	The Navy has many different funding sources available to support energy conservation projects.  The budgeting procedures to be followed to obtain funds are different for each funding source.  Detailed explanations of how to build the budget and how to do project programming for all funding sources are beyond the scope of this handbook.  The funding sources described in the paragraphs below are the most common for energy conservation projects.  Those g sources give energy managers some idea about when and how to use a funding source given the nature of the project (e.g., scope of project, type of building, work classification, and payback potential).





Operations and Maintenance Funds





	The majority of energy conservation projects are funded by O&M funds.  This is the same account that pays for core military operational needs such as jet fuels and bullets.  Installations are allocated a portion of O&M dollars in the beginning of each fiscal quarter to carry out assigned missions.  Installation commanders have authority and Flexibility in deciding how these O&M funds are to be spent.





	Even when O&M funds are earmarked for energy conservation efforts, commanders can reallocate the funds to other priorities as they see fit.  This is the primary reason for gaining the Commander’s strong support for energy conservation programs.  In a declining budget environment, it is easy for the installation commander to defer O&M funding for energy retrofit projects in favor of other mission essential requirements.





Military Construction





	Congress closely controls the MILCON program by line-item approval of each individual project.  Any new construction valued at $300,000 or more is classified as a MILCON project; special Congressional approvals and appropriations are required before construction can begin.  Many installations believe that obtaining MILCON funds is very unlikely because they have no, or very little, control after the initial project request has been made.  The MILCON programming process is complex.  Your Public Works and EFD counterparts can provide more information on the MILCON program.





Energy Conservation Investment Program Funds





	The ECIP is a special MILCON program for energy, conservation retrofit construction projects valued at $300,000 or more.  Competition for program funds is very fierce, but a well thought out, high savings-to-investment project has an excellent chance of being funded.  Project documentation must clearly show project costs and expected savings.





	ECIP projects may be developed by the Energy Services Program, in Facility Energy Plans, and other Specialized Energy Studies prepared for field activities.  Claimants have the responsibility to submit those energy-savings projects that are beyond the scope of local or claimant resources for OPNAV consideration in the development of the annual ECIP.  Geographic EFDs review, endorse, and forward valid ECIP projects and enter them into the Energy Control Report.  Claimants review and forward endorsed ECIP projects to NAVFAC, which reviews and enters all valid ECIP projects into the MILCON Requirements List and advises OPNAV on recommended annual ECIP project funding.  A consolidated ECEP audit summary report is submitted to OPNAV.





	OPNAV Instruction 4100.5D provides detailed policy and procedural guidance for Navy ECIP projects. Marine Corps projects procedures are similar, but projects are approved by the Headquarters, USMC.





Energy 2OO5 Energy Savings Funds





	The Energy 2005 program provides an excellent opportunity to fund energy retrofit projects that normally are funded from O&M funds.  The funding amount allocated depends on the size of the installation utilities budget and the energy savings actually documented.  Under Energy 2005, an energy manager can create a dedicated sole funding source for energy projects.





Shared Energy Savings Funds





	The SES program provides an alternative funding source using private-contractor financing , for initial investments in energy projects.  From successful implementation of SES projects, participating installations can generate a substantial revenue from a share of savings paid by SES contractors.  The revenues from SES projects are then available to be re-invested for additional energy conservation projects.  Earned SES can be an excellent supplemental funding source for generally under-funded O&M accounts.  Many low-cost, maintenance-related projects are good candidates for earned SES funding.
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