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PROGRAM DECISION MEMORANDUM # 8A
Subject:   Establish Minimum Institutional Budget
Mission Directorate or Center:  Office of Program and Institutional Integration
Program: Center Management & Operations, Corporate G&A & Institutional Investments 
Issue:
Institutional budgets are not sufficient to maintain the current infrastructure, accommodate new requirements and keep pace with rising costs.  
Analysis:
Current guidelines represent a declining budget in the out-years as a percent of the overall agency budget:
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FY 2007

FY 2008

FY 2009

FY 2010

FY 2011

FY 2012

Center Management & Operations

9.6%

9.6%

9.6%

9.4%

9.3%

9.1%

Institutional Investments & Corporate G&A 

5.7%

5.9%

6.0%

5.8%

5.7%

5.5%


Additionally, numerous issues have been identified within the agency’s institutional budgets. Center and mission support offices have identified shortfalls totaling more than 10% of the current institutional budgets. Personnel costs comprise a large portion of the institutional budgets and are escalating faster than the overall institutional budget. Other issues identified include insufficient budgets to maintain the Agency’s existing facility and IT infrastructure, reduced funding for center security, safety, and environmental offices, and rising utility costs. In FY07 and FY08 alone, institutional shortfalls include $45M/year for facilities maintenance, $33M/yr for HSPD-12, $7-9M/year for other IT initiatives, and $70M/year for institutional Construction of Facilities. These shortfalls continue to grow as required maintenance is deferred and facilities continue to degrade resulting in higher operational costs, unplanned outages and expensive, unplanned repair.
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FY07

FY08

FY09

FY10

FY11

FY12

Center Mangement & Operations

10.6%

10.5%

10.5%

10.2%

10.1%

9.9%

Corporate G&A and Institutional Investments

5.9%

7.1%

7.3%

7.0%

6.7%

6.6%


As the agency does not yet have complete definition of the distribution of program work and the set of facilities that must be maintained for the future, fully addressing all of the institutional shortfalls is premature. Addressing some items in year FY07 and FY08 and providing a constant funding level in the out-years will ensure that the most critical shortfalls are addressed in the near-term, while challenging institutional areas to resize the institution so that it can be appropriately maintained in the out-years. This approach does not fully fund all known requirements but does address critical shortfalls and balances the programmatic and institutional interests of the agency by funding the institution at a constant percent of the agency’s budget beginning in FY09 as shown below:
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Center Management & Operations

9.7%

9.7%

9.6%

9.5%

9.5%

9.5%

Institutional Investments & Corporate G&A

5.7%

5.9%

6.0%

6.0%

6.0%

6.0%

  
Decisions: 

Provide funding in FY07 and FY08 to address some critical near-term institutional shortfalls and then maintain the institutional budgets as a constant % of the overall agency’s budget in the out-years.  In the out-years, hold the Center Management & Operations budget to 9.5% of the agency’s total budget and the combined Institutional Investments and Corporate G&A budgets to 6.0%. These percentages will be re-visited and adjusted as appropriate when new content transfers into the accounts from other areas (e.g., after adjustment to Center M&O for Technical Excellence).
Re-size the institution in the out-years to reduce unneeded infrastructure and ensure that the agency’s institutional needs meet the program requirements.

Increase the Institutional Investments, Corporate G&A, and Center Management and Operations controls.  Offsets for the increases will be from the Administrator’s Decisions fund in all years and from programmatic offsets in FY2011. The programmatic offset of $52M in FY2011 is required to correct shortfalls in the institutional budget resulting from Shuttle Retirement. The new institutional controls are:
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FY 2007

FY 2008

FY 2009

FY 2010

FY 2011

FY 2012

Institutional Investments Controls (PDM #5)

319.4

419.2

429.7

411.3

394.7

379.7

Corporate G&A Controls (per PDM #5)

628.3

600.6

624.5

635.2

648.5

663.5

Center Management & Operations Controls (per PDM #2)

1606.3

1661.7

1690.1

1688.8

1714.3

1714.3

Changes per this PDM

FY 2007

FY 2008

FY 2009

FY 2010

FY 2011

FY 2012

Institutional Investments

25.5

54.8

81.5

Corporate G&A

2.3

2.5

0

2.6

2.6

2.6

Center Management & Operations

17.7

17.5

0.0

21.7

37.9

80.6

Revised Baseline per this PDM

FY 2007

FY 2008

FY 2009

FY 2010

FY 2011

FY 2012

Institutional Investments

319.4

419.2

429.7

436.8

449.5

461.2

Corporate G&A

630.6

603.1

624.5

637.8

651.1

666.1

Center Management & Operations

1624.0

1679.2

1690.1

1710.5

1752.2

1794.9


Allocation of the additional Center Management & Operation budget to Centers will be determined by the Integrated Center M&O Control Account Manager (Associate Administrator) and reflected in the Programmatic and Institutional Guidance. 
Approved by:  Rex Geveden


Date:   27 June 2006
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Allocated to SCAP offsets per PDM 44

17.5

21.7

37.9

56.3

ARC

7.5

2.1

DFRC

0.7

GRC

3.1

2.2

GSFC

4.4

JSC

4.1

KSC

4.7

LaRC

5.6

2.2

MSFC

3.2

SSC

1.5

0.7

Total

17.7

17.5

0.0

21.7

37.9

80.6


Updated on 27 July 2006 per Rex Geveden to distribute increases for CMO to SCAP and the Centers.
