BUDGET CONFERENCE

23-25 March 1999

DAY ONE

· Opening Remarks by Mary O’Brien and Ed Stewart

· Mary talked to group about Realignment of NSWC.   Last Wednesday VADM Nanos signed a memorandum to begin the process of realigning NSWC HQ and Divisions.  The NSWC HQ staff will be reorganized into a joint SEA 03/05 Corporate Business Office.  New functions have not been clarified and are not expected to be complete until Christmas 1999.   NSWC HQ will be disestablished on 1 July 1999.

· The NSWC Divisions at IH, DD, CD, CR, PHD, and NWAS will become Echelon 3.   CSS at the DD will become Echelon 4. 

· CD will be aligned with SEA 03.

· IH, DD, CR, PHD, and NWAS will be aligned with SEA 05.

· All Divisions will continue to operate as a single working capital fund corporation.

· Additional Budget Guidance provided by Mary:   

· When doing Appropriations “Be Conservative” when costing workloads.

· Business Plan – Bill Cocimano and Mary have met with Business Managers and LWG Representatives to discuss the proposed Business Plan.  For now use the budget plans in process.  Again “Be Conservative.”

· Ed Stewart talked about the new Budget web site now available on the web.   The web address is:  www.ih.navy.mil/nswc_budget.   ACTION:   Ed will establish an e-mail distribution list for Budget Officers notifying each division when changes have occurred.

· Review of Budget Marks by Carol Weldon 

Carol reviewed the marks sustained during the last cycle of budget review.  See Enclosure (1).  Some of Carol’s observations were:

· Very littler tolerance to our growth in NOR for NSWC versus Presidents was $23M less—ADP increased; MRP growth; and NOR loss.

· PBD changes in OSD mostly pricing changes.

· FMB-4 Budget Perspective by Karen Waide 

      Karen talked about how she approaches the review of NSWC Budget Submit and what she looks for.  See Enclosure (2) for copy of her presentation.   Some interesting points of discussion were:

· More guidance information, especially on the Trial Balance sheet, will be provided later.

· Review for DONIBIS will be same.  Changes in coding could be forthcoming, but not this summer.  DIFMS could require the change to be made.

· FY2001 column of last year’s budget was not forwarded to OSD; however, FMB’s review of this year’s budget will not just focus on FY01.  Expect this years budget to be reviewed—from:

· President Budget variances year-to-year

· Current estimates from year-to-year

· New Orders: 

· See no change to current process on New Orders matching with customer’s numbers.

· Other Than Navy—are we more dependent for money from them than in past years of execution.

· Capital Budget:

· May ask for description of items <$500K again in order to properly analyze.

· Check to see if cash drain is because of surge in Capital Gains in the relationship between CPP and depreciation.

· Last year SPAWAR was assessed a surcharge due to large CPP budget to take care of depreciation costs.

· Be consistent with answers to questions.

· Overhead Ratio:   (Mary prefers NSWC’s OH ratio due to issues with Non-labor)

OH /  Total Cost    (NAVCOMPT)

OH  /  Direct Labor Costs  (NAVSEA)

· Civilian Personnel Pricing Model:

· Not sure what they’ll do this year?   Proposed to do away with.   May ask for ES/Wkyrs and they price on ’98 CPPRS.  Overall don’t look at outyears, may look at some areas.   NAVSEA 01 writing letter to say unacceptable.  We say need a working group.   Need to streamline the process.   They say if March is used, they don’t get to it until at least mid-May.  Not sure they have WCF viewpoint.  ACTION:  Karen will take our concerns to FMB-42.

· Summer Potential Issues:   (1) May have some standard templates this summer; (2) if changes occur in FY01 numbers, expect NAVCOMPT to question even though they didn’t go forward. 

· DFAS expects increase in rates will change amounts budgeted between FY99 and FY00.  For Navy, as a whole, cost will remain same.  (Will cause NOR loss since these numbers not in budget.)  No luck on reclamas.

· ACTION:  What data has each division received about direct billable from DFAS?   It seems $92.00 an hour will be used in FY00.  This is triple the cost—are we paying for inefficiencies?  Try and get information from DFAS and Karen will also try.

· How are the Direct Labor Hours, Overhead Levels, and Rates Established?    By each Division’s Budget Officer

Each Division’s Budget Officer presented 15 minute brief on how their Division’s internal processes work.  

· Indian Head Division presentation was presented by Dennis Holden

· Carderock Division was presented by Mary Hutson

· Crane Division’s presentation was by Sharon Wagoner

· NWAS briefing was given by Jan Huyck

· Port Hueneme Division was given by Dayle Cummings

· Dahlgren Division was delivered by Beverly Gouldman

If individual copies are needed of  the above mentioned presentations, please call the appropriate Budget Officer.

· Business & Process Reengineering   by Sharon Wagoner 

       Sharon provided a process overview.   She shared progress and lessons learned to date and related saving expectations.   See enclosure (3) for complete copy of presentation.   Some of Sharon’s examples are listed below:  

· Crane’s commitment to NAVSEA  to have a 15% cost cut

· Reduce Cycle time

· Investment in B&PR:  22 In-house  Workyears plus contractor costs—keeping track of costs unburdened—suppose to get paid for this from off site.  

· $78M cumulative savings on total costs by 03

· 329 direct workyears being reduced.

· Dealing with Uncertainty presented by Mary O’Brien and Ed Stewart

       Mary discussed the environment of changes within the NAVSEA community and related current events to budget planning.    See enclosure (4) for complete briefing.   Points of discussion were:

· NSWC Savings Plan

· Mary will supply you with details concerning the NSWC Saving’s Plan under separate cover.

· Competitive Sourcing   --  Wedge Strategy 

· Make sure that we get credit for all the savings initiatives that we have going on

· Apply them to the wedge productivity initiatives—A-76, BPR and BCA.

· Want to show real savings to the greatest extent possible before prorating a fair share out to the Divisions.    ACTION:  By 15 April, provide to Mary what your division’s commit is for Wedge Efficiencies (Direct and Indirect) by year and by type of initiatives—A76, BPR and BCA.

· Be prepared to show on Fund 6 or Fund 24 Competitive Wedge saving.  ACTION:  Jeff Rungren will send out a proposed mapping for Fund 6 for review and feedback by all divisions.  Provide comments to Jeff within the two-week period.

· N46 is requiring A-76 studies for all future announcements.  BCA’s will not be allowed; but we want to take credit for the savings we have achieved to date through BCAs, etc.

· RDT&E  Section 912C

· 10% cut by FY01 and a 25% cut by FY05

· Total  OH costs –4600 and 4700) minus BRAC (Mary opened discussion on BRAC reductions.)  Note:  CBMT may replace this methodology.  Don’t expect to see whole 10% called out as savings—much as already occurred.

· No specific % on workload but Mary said “BE CONSERVATIVE.”

· Demolition Strategy – probably the right thing to do, but if we are going to do it we need to make a strong case for it.  Action for Divisions:  Show your savings.

· KPMG—contracted by NSWC for suggestions on:

· Infrastructure

· Many OH notes

· Use Corporate initiatives to help us get to 25%.

· A-76 Study Costs

· Assume we get the $5K/Billet cost we asked for—won’t show up in budget.

· If you think study costs will be higher, then budget the difference and explain.

· Budget separation costs

· RIF

· SIP

· LSL

· Overhead Growth—Requirements to be constrained by the 10% OH reduction required by Section 912C.  Be within the 10%.   Don’t feel “warm and fuzzy” that NAVCOMPT won’t even try to cut more. 

DAY 2

· Review of Budget Guidance
     Purpose:  Presenters presented budget guidance for their specific areas of the budgets they are responsible for in order to establish a common understanding of what is expected, and to highlight important reporting dates.

· CPP Guidance by Kathy Gaarde  

Kathy presented guidance for the CPP Budget call for this year.   See enclosure (5).   Points of discussion were:
· Reviews can be done by VTC; this is an option.   ACTION:  E-mail Ed or Kathy with your wishes.

· Integrated Warfare Architecture  (IWAR)  by Dave Anderson

      Dave presented the latest information pertaining to the Maintenance Guidance and related it to a new alternative to PPBS: Integrated Warfare Architecture (IWAR).   See enclosure (6) for details.  Discussions following his presentation were concerned with: 

· Readiness Condition Rating:   C1—Has fully met all demands; C2—Has substantially met the demands; C3—has only marginally met the demands; C4—has not met the vital demands.   Dave invited each division to review the new ratings and provide feedback if desired.

· Perception is Warfare Centers have too much infrastructure

· Schedule 4 (new): Do it by site (keep it for backup); submit by Divisions.

Dave invited each division to review the new rating and provide feedback to him, if desired.

· Environmental Guidance  by Suzanne Duffy  

Suzanne made recommendations on how the divisions could improve their Division’s inputs into the environmental exhibits.  Please see enclosure (7).   Her primary areas of concerns for narratives were:

· Narration’s for changes required for 5% or higher

· Need BETTER narration—make it clearer so they are able to justify for you.  Think of your audience when writing justifications.

· Make narratives  better by explaining:

· Where does funding come from?

· Why increases?  Did law change?   (Focus on what drove the change)

· Where did funds go on decreases?  (Include in write-up)

· NSWC IT Budget Guidance   by Carroll Wheatley

·      Carroll presented the latest guidance available for IT.  Templates are available in Nite Star.  See enclosure (8) for a copy of the presentation and new guidance.  

· Review of Remaining Guidance Packages:
· Ed to add NWAS to distribution on guidance letter

· Change SSR due date from 15 May to 21 May

· BRAC exhibit eliminated

· Fund 6—must submit narrative

· DONIBIS—use the same Excel sheets as last year.  Carol will clean up and send out (look on Web) 

· Environmental-32 information is now on PB-28.   Action:  Delete from enclosure (2).

· Budget Narratives:

· Explain variances from President’s Budget year to year and Current Estimate year to year. Since we know that FMB will be reviewing these variances.

· CPP narratives: don’t expect us to link this year as asked late last year; but may want to discuss in individual explanations.

· Read objectively!  If you don’t understand, need to strengthen and use PLAIN language.  Keep technical words OUT.  

· Tell story!   Don’t wait to be asked!

· Other Special Interest Exhibits—that weren’t discussed previously
· Combating Terrorism –ACTION: Stop at FY01 or take out to FY05?  If FY05 straight line or inflate FY01?  What will it be?

· Review of Exhibits
DAY 3

· Manpower Training  by Sean Crofton

Sean gave us an overview of manpower terms and definitions, pricing model, manpower exhibits, manpower reporting requirements, and manpower phasing.   Also presented was an open dialog to discuss methodologies used for phasing.   See enclosure (9) for complete subject coverage and examples.

·  Revised Guidance:

· Justification Management System (JMS) doesn’t pertain to us yet.

· Some exhibits not required at Navy level, but are due to OSD/President’s. 

· Do CP 7, 10 and 17 anyway—will need later for submittal.

· Send Sean CP 7 only.

· ACTION:   Take CP-15 off as requested.

· FMB-422 have accepted adjustment in past.

· New POC:  Donna Davenport replaces Bob Grady(703-604-8258)  E-mail:  fmb422@nhbs.secnav.navy.mil
· Try to estimate difference between when PARS and now Personnel Demo to show price increase and explain.

· Dayle said maybe talk to other things that have increased such as labor costs in HR Regionalization, loss of OH hours, high mix of higher salary employees find evidence of increased retention rates to help defend $ increase, etc.

· ACTION:  Must link Demo costs to specific benefits: qualitative benefits—quantitative costs?  Track findings.  Need to put value to Demo if benefits are achieved.  Look for $ value to offset Demo cost.   “Be Creative.”

· ACTION:  Jeff will call Pt Mugu to get information on how they handled and let us know.

· CPPRS Level III don’t receive until 6 weeks after March.    

· IH does own, not DFAS—can other divisions follow suit?

· ACTION:   Look into average cost of Personnel Demo—do we expose it or leave it alone on the Pricing model?

· ACTION FOR 09B: Compare FY98 column of the Pricing model to the FY98 Actuals (DON submit FY00/01).  Put results on Web. 

· ACTION:  Each Division should verify their information from CPPRs that is spit out from DIFMS.

· ACTION:   Help Carol understand how LSL budget is different by LSL paid out (CP2 vs. 4910)

· ISSUE:  Out to FY05 issues for PB-42 and CP-24.   Need further guidance from 09B.

.

Thank you all for coming and making this a very interactive Budget Conference for NSWC.   If you have questions or concerns about the minutes please e-mail Rosemary Hagaman at hagamanrc.navsea.navy.mil.
