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From:  Commander, Naval Surface Warfare Center

Subj:  Guidance for FY 2003 NAVY WORKING CAPITAL FUND

       Budget Submission
Encl:  (1) NSWC Business Ethic

       (2) Product Area Coordinators 

       (3) Schedule for FY 2003 NWCF Budget Submission


  (4) Required Exhibits for Submission to NSWC

       (5) Wedge Savings Targets

       (6) NSWC NMCI Cost Analysis Rollup


  (7) NWCF FECA Costs


  (8) DON Price/Inflation/Escalation Annual Rates


  (9) NSWC Military Personnel Tables


  10) Civilian Personnel Budget Guidance


 (11) CPP Budget Guidance


 (12) MRP Budget Guidance


 (13) IT Budget Guidance For NSWC


 (14) NSWC Environmental Budget Guidance


 (15) Combating Terrorism Activities


 (16) FMB Memo on Carryover at Warfare Centers


 (17) Rate Estimates



1.  This letter provides guidance for preparation of the FY 2003 Navy Working Capital Fund (NWCF) Budget Submission.  As with the FY 2002/FY 2003 NWCF Budget, this year’s submission will use the business planning process to better link long range planning with the budget and to ensure that progress is made toward achieving strategic goals.  One objective of the business planning process is to use the NWCF Budget to resource planned investments (people, facilities, equipment, etc.) needed to sustain NSWC’s core equities.  The NSWC FY 2001 – FY 2006 Corporate Business Plan published in September 2000 is the latest culmination of the business planning process and should be used in development of FY 2003 NWCF budget priorities.  The warfare center ethic, as articulated in the business plan, is provided at enclosure (1).

2.  NSWC’s twenty core equities are encompassed in five product areas.  Each product area is managed by a Product Area Coordinator (PAC).  The PAC concept is described in enclosure (2).  For this budget cycle, the level of effort and timing of the technical assessment limits the role the PAC is able to play.  The outcome of the technical assessment will lead the PACs to a vital and involved role in the development of next year’s budget.

3.  Schedule and Exhibits.  Enclosure (3) provides the budget 

submission schedule.  The schedule supports a budget submission
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to FMB on 29 June 2001.  This year’s schedule reflects a number of revisions from previous guidance, the most significant of which is the addition of a working level review of select budget and manpower indicators.  Scheduled to take place between 30 April and 4 May, this meeting will include Division presentation of basic budget and manpower data, to include phasing.  Required exhibits include the Fund-4, Fund-6, and Fund-24 as well as narrative explanations for changes in cost and manpower data between fiscal years and from the FY 2002 President’s Budget. Phased plans should be submitted in accordance with guidance for revenue/cost and manpower formats which were distributed under separate cover.  The objective of this review is to reach consensus on basic strategy and establish a thorough understanding (between Divisions and Headquarters) on significant budget and manpower issues.  The expectation is that these meetings will provide the primary forum for ironing out differences between Divisions and Headquarters.  Information normally provided during senior level executive/financial presentations will be incorporated in the corporate day review.  Note:  The budget officer’s conference was held 28 February – 1 March at Carderock.  Details were provided under separate correspondence.   

Enclosure (4) is a list of required exhibits to be submitted 

to NSWC Headquarters.  The following exhibits, while required for submission to FMB, will be prepared at NSWC Headquarters; FUND 12, FUND 17, CP-9, and CP-15.  No Division level submission of these exhibits is required.  Enclosures (5) through (17) provide additional guidance on required budget exhibits. 

4.  Budget Narrative.  Each Division will be responsible for providing narrative justifications of budget estimates. 

    a.  In addition to the requirements specified for individual exhibits, ensure that justifications give evidence that your budget estimates are connected to business planning initiatives.  That is, workload trends, end strength levels, desired investments in training, maintenance, equipment and other physical assets, new business and productivity initiatives should all be justified by demonstrating that they are not only good business, but are consistent with the corporate business plan. 

    b.  Variance explanations should be provided from year to year for FY 2000 through FY 2003.  In addition, variance explanations should address how the FY 2001 & FY 2002 current estimates have changed from the FY 2002 President’s Budget. 

   c.  Other requirements for the narrative explanations are noted separately in subsequent paragraphs of this letter.      
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5.  Wedge Savings Initiatives/Section 912C.  Additional guidance for submitting wedge savings initiatives, including wedge savings targets for FY 2001 – FY 2005, is provided in enclosure (5).  The FY 2003 budget must reflect the targets in attachment (a).  Any additional savings generated as a result of division initiatives should be applied to investments identified in the business plan.

6.  Navy/Marine Corps Intranet (NMCI).  Enclosure (6) provides a Division breakout of estimated NMCI IT costs and “seats”.  Divisions are to budget based on these controls.  Budgeting for contractor seats, as discussed at the budget conference, should be deferred until such time as this issue is clarified.

7.  Workload.  Budgeted workyears should be based on funded workload.  Workload estimates should be based on the most current

information available and should involve detailed discussions 

between Division program managers and their customers.  Workyear estimates which exceed the FY 2002 President’s Budget must have

substantial, documented justification.  Your budget submission should be supported by your WIS projections.  Growth in direct labor hours above levels executed in FY 2000 and to date in FY 2001 will also require justification.  You should also ensure budget end strength numbers submitted for FY 2002 – FY 2003, as displayed in the CP-7 exhibit, show a trend consistent with your workload projections.  Outyear projections are becoming increasingly important with the emphasis on achieving the wedge and developing a business plan which covers the Future Years Defense Program (FYDP).  In light of recent interest in the level of effort supported on both reimbursable and direct cite bases, extra care should be taken to develop accurate estimates in each category.  

The NAVSEA reconciliation process--between the orders received which are displayed in the NWCF budget and the OP-32, 

P-32 and R-32 exhibits prepared by the appropriation codes—-will closely follow prior year practice.  To facilitate reconciliation with Appropriations budgets, we will provide electronic files whenever possible.  Each Division should analyze their orders data provided and contact customer program managers when discrepancies are identified. 

8.  Targets and Controls.
    a.  Federal Employee Compensation Act (FECA).  Enclosure (7) provides FECA dollars in FY 2001 and FY 2002 (based on payments 

by the Department of Labor in FY 1999 and FY 2000, respectively).  For FY 2003 use your best estimate of FECA costs.

    b.  Military End Strength and Labor Dollars.  The FY 2001 and FY 2002 military workyears and military labor costs in this
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submission shall match the FY 2002 President’s Budget.   Amounts may be redistributed by category (Direct, SCC, Production or G&A overhead) if desired; FY 2001, FY 2002, and FY 2003 civilian equivalency rates are provided in enclosure (8) for your use in pricing any redistribution.  FY 2003 military labor workyears and costs are to be calculated using the average fill rate of authorized military end strength and the civilian equivalency rates.  Military end strength for all years should reflect authorized military billets as provided in enclosure (9).  The average fill rate should be calculated using actual data from the three most recent years (FY 1998 - FY 2000.

    c.  Assessments.  Assessment controls will be provided under separate cover. 

d. Carryover.  The Office of the Secretary of Defense (OSD) 

policy for carryover is 3 months maximum, excluding Work-in-Process, contractual liabilities, FMS, Non-DOD orders, working capital fund orders (excluding supply) and BRAC funds.  All Divisions are to execute and budget to this policy.  In light of NSWC’s actual FY 2000 execution (3 months) and recent scrutiny by higher headquarters and the General Accounting Office, care must be taken to ensure that NSWC complies with current policy in both the development and execution of the budget.  Further, since future policy changes affecting revenue calculations and approved exclusions are likely, addressees should be prepared to execute to these changes, upon notification.  A copy of recent FMB direction on related issues is attached at enclosure (16).  The value of approved exclusions should be thoroughly reviewed to ensure they reflect the best available estimates.  Narratives should address growth in carryover from year to year and/or from levels approved in the FY 2002 President’s Budget.  Additionally, addressees should be prepared to identify (during the 30 April – 4 May reviews) what actions will be taken to ensure that FY 2001 actual carryover is at or below FY 2000 levels.


e. Rates.  Enclosure (17) identifies FY 2001 through FY 

2005 rate targets, using FY 2000 as the baseline year and adjusts for known pay and general inflation changes.  Addressees should ensure all wedge savings are achieved and budget estimates comply with targeted rates.  Exceptions must be fully justified and approved (in advance) by the NSWC TD.

9.
Escalation.  Tables for general inflation, pay raise assumptions, fuel prices, revolving fund rates, and civilian equivalency rates for military pay are provided in enclosure (9).  The general inflation rates for FY 2001, FY 2002, and FY 2003 are 
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1.6%, 1.5%, and 1.6%, respectively.  Because of uncertainty 

surrounding finalization of the FY 2002 President’s Budget, some rates may be revised at a future point in time.  Addressees will be notified of such changes as soon as possible.  

10.
Manpower.  Detailed guidance for the required civilian personnel budget exhibits is included in enclosure (10).

     a.  Division level submission of exhibit CP-9 (FTE Changes Year to Year) will not be required.  This exhibit will be prepared using information submitted in the FUND 24 exhibit.

b.  The SIP/VERA estimate continues to be $25,000 per employee, not including 15% tax.  RIF costs will be estimated at up to $25,000 per person.

11.  CPP Budget.  The CPP budget should reflect investments needed to support and sustain NSWC’s core equities, or to promote occupational health, safety, or the environment.  For FY 2002/ 2003 IT projects other than those which directly support core workload or corporate legacy systems will require detailed justification.  An initial project ranking will be accomplished as part of your submission using the CPP matrix provided in enclosure (11).  Addressees are reminded that each Division has the primary responsibility for completion of the matrix.  

     a.  Capital purchase reviews, scheduled for 3 – 4 April, will formulate the basis for the Center’s FY 2002 and FY 2003 integrated capital program.  Addressees should come prepared to present justification for new FY 2002 projects and all FY 2003 projects having a value equal to or greater than $300 thousand.  

     b.  Maintain continuity between the President’s Budget and your current estimate.  Deviations from plan will require strong justification.  This should be evident, in clear, plain language, in your 9D justifications.

     c.  Savings from CPP should be displayed on your FUND 6 as well as in your NWCF narrative.  Refer to enclosure (11) for additional CPP budget guidance.

12.
Maintenance.  Enclosure (12) provides specific guidance on Maintenance of Real Property (MRP) budget requirements.  The 

Schedule 2 listing of MRP expenditures displays the MRP budget information by Investment Category (IC) to provide correlation of NWCF MRP data with the infrastructure portion of Integrated Warfare Architecture (IWAR).  The FUND 17 exhibit will be compiled from data submitted in your Schedules 1-4. Submission of 
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a Division level FUND 17 exhibit is not required.  As a reminder, 

janitorial services and grounds keeping should not be reported under the MRP category.

13.  IT Budget.  Additional guidance for the IT budget submission is included in enclosure (13).  Any savings associated with the IT budget should be reflected on your FUND 6 and discussed in your budget narrative as a productivity initiative.

14.  Environmental.  Detailed guidance for submission of required environmental exhibits is provided in enclosure (14).  A short discussion of your environmental projects, as they relate to compliance, conservation and overhead costs, should be included in your budget narrative.

15.  Combating Terrorism.  Combating terrorism exhibits should reflect budgeted costs and end strength supporting Force Protection and Antiterrorism efforts.  In addition to last year’s CbT-1 exhibit, submission of exhibit CbT-2 (Combating Terrorism Narrative Description) will be required.  Supplemental guidance and format for these exhibits are provided in enclosure (15).

16.  Phasing Plans.  Phasing plans are required for FY 2001, FY 2002, & FY 2003.  Phasing requirements include manpower, revenue, cost, and cash. 

17.  NSWC Budget Web Site.  Budget guidance and templates are being made available on the NSWC Budget web site at the following address: www.nswcdc.navy.mil/nswc_budget.  Accordingly, hard copy of enclosures will not be sent - only the tasking letter.  This site will be maintained with the latest information.  Budget Officers will be notified of changes by email.

18.  Questions.  General questions regarding budget issues may be addressed to:

General

Karen Waide

WaideKA@navsea.navy.mil

General

Carol Weldon

WeldonCA@navsea.navy.mil

CPP 


Gloria McDonald
McDonaldGA@navsea.navy.mil

IT Budget

Carroll Wheatley
WheatleyCV@crane.navy.mil

Maint/MILCON
Sam Boglio

BoglioSL@navsea.navy.mil

Civ. Manpower
Sean Crofton

CroftonST@navsea.navy.mil

Environmental
Suzanne Duffy

DuffySE@navsea.navy.mil

Military 

Blanche McQuade
McQuadeBE@navsea.navy.mil

                                    M. C. O’BRIEN
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Distribution: 

NAVSURFWARCEN CARDEROCKDIV Bethesda MD

NAVSURFWARCENDIV Crane IN

NAVSURFWARCENDIV Dahlgren VA 

NAVSURFWARCENDIV Indian Head MD 

NAVSURFWARCENDIV Port Hueneme CA

NAVSURFWARCENDIV Corona CA

NAVSEA-015

NAVSEA-04XI

NAVSEA-09B

Copy To: (w/o encls)

Product Area Coordinators:

Mr. Jim Fein, Ships and Ship Systems

Mr. Tom Pendergraft, Surface Ship Combat Systems

Mr. Dave Skinner, Littoral Warfare Systems

Ms. Sheila Young, Navy Strategic Weapons Systems

Ms. Mary Lacey, Ordnance
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