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1. Background:  The following guidance is intended to ensure that Strategic Sourcing budget exhibits align with related A-11 budget exhibits.  The PB-42 is the primary Strategic Sourcing budget exhibit.  It is divided into 2 sections, one for A-76 studies and the other for non-A-76 (B&PR) initiatives.  The PB-42 must reconcile with the Fund 24 (Summary of Changes in Personnel) and the Fund 6 (Change in Cost of Operations).  The PB-42 should reflect FY 2004 – FY 2005 savings targets in Attachment (a) and should be adjusted for standard inflation & pay changes for FY 2006 – FY 2011.  The FY 05 NAV PB-42 represents each Division’s plan of record.

2. PB-42/Fund 6/24 Reconciliation:  Budgeted wedge savings will be documented in the reconciliation exhibits in conjunction with the PB-42.  The Fund 6 and Fund 24 budget exhibits document both personnel, workload and cost increases/decreases attributable to things like NMCI, force protection, efficiency reviews, productivity improvements, etc.  It is important that the Fund 6/24 budget exhibit(s) correctly reflect the wedge reductions (FTE and net savings) displayed on the PB-42.  

3. PB-42 Positions Announced:  For A-76/Non A-76 positions studied, you should report the official number of positions planned for/announced to Congress.  If you did not execute as planned during FY 2004, ensure that the FY 2004 column is revised to reflect actual positions studied during the fiscal year.  

4. PB-42 investment costs:  Investment costs are one-time costs for conducting efficiency studies and should reflect your study and transition costs related to achieving cost savings in each fiscal year.  Investment costs are subtracted from gross savings to arrive at net savings.  Net savings amounts are carried forward to the Fund 6 to reconcile changes in year-to-year operating costs.  Adjust FY 2004 for actual/projected investment costs.

5. PB-42 Manpower savings:  Manpower savings will be reported on the Fund 24 as FTE savings under Productivity initiatives and other efficiencies per the applicable type of study (A-76 or non-A-76).  Note that personnel savings are reported on the PB-42 as direct/indirect labor while the Fund 24 reports personnel savings as direct labor, production overhead, general & administrative and service cost centers.  
6. Personnel/Cost Savings Assumptions:  For CA Studies announced prior to FY 04, savings assumptions are as follows:

a. 30% of positions studied will be eliminated as a result of achieving MEO status.

b. 40% of the remaining positions studied will be eliminated as a result of the government losing a portion of competitions to the private sector.  Cost will be realigned from labor to non-labor.  
Note:  Activities that cancelled CA studies in FY 2003 or FY 2004 should back out the additional FTE savings attributable to the 40% methodology above and realign applicable cost savings from non-labor to labor.

c. An escalated average salary should be applied to the positions eliminated across fiscal years.

d. Study costs should be calculated at $2000 per position.

e. Separation costs should reflect the average separation costs in the below chart unless historical data provides more realistic estimates:

FY04
FY05


39,060  39,694

f. The budgeted study period is 18 months for a single function study and 30 months for a multi-function study.
g. Net savings should total to the assigned net savings target.  If savings in one section are not achieved, an offset should be provided in the other section to make up the difference.  Savings over and above targeted amounts can be reported but will be capped at the target amount.

h. 
For BPR, savings assumptions are as follows: 

a. 20% of positions studied will be eliminated.

b. An escalated average salary should be applied to the positions eliminated across fiscal years.

c. Study costs should be calculated at $4,000 per position.

d. Separation costs should reflect the average separation costs in the below chart unless historical data provides more realistic estimates:

FY04
FY05


39,060  39,694

e. The study period for major B&PR initiatives is 2 years.
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