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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 2002 – FY 2005 savings targets in Attachment (a) and should be adjusted for standard inflation & pay changes for FY 2006 – FY 2009.  The FY 04/05 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 2002, ensure that the FY 2002 column is revised to reflect actual positions studied during the fiscal year.

Each Division should provide a place-holder in FY 2003 to reflect the number of utility study positions subject to utility privatization in FY 2005.  There is no requirement to cost out the privatization positions at this time. 

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.

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.  Note:  Cost will be realigned from labor to non-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:

FY03
FY04
FY05


38,449  
39,060  39,694

f. Study period is 18 months for a single function study and 30 months for a multi-function study.


d. 
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:

FY03
FY04
FY05


38,449  
39,060  39,694

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

7. Management Initiative Decision (MID 907) (Commercial Activities and Competitive Sourcing Programs):
MID 907 contains the Deputy Secretary of Defense decision regarding the Commercial Activities and Competitive Sourcing Program, as outlined by the Services and the Business Initiative Council.  MID 907 also directs the Navy to study an additional 2,000 full-time equivalents (FTE) in FY 2004.  None of the 2,000 positions has been allocated to NAVSEA/NSWC thus far, however, we anticipate additional guidance to be forthcoming.  We will disseminate all future guidance as soon as it becomes available. 

Wedge 1 Savings Target(s)

	Division
	FY 02
	FY 03
	FY 04
	FY 05

	Carderock
	12,684 
	18,283 
	24,114 
	30,575 

	Crane
	14,058 
	24,189 
	20,677 
	19,040 

	Dahlgren
	16,821 
	21,009 
	29,354 
	31,709 

	Indian Head
	7,866 
	8,877 
	10,094 
	12,811 

	Corona
	2,451 
	3,697 
	3,889 
	4,108 

	Port Hueneme
	9,664 
	12,314 
	16,046 
	20,592 

	NSWC Total
	63,544 
	88,369 
	104,174 
	118,835 

	 
	 
	 
	 
	 

	BPR Savings Target
	FY 02
	FY 03
	FY 04
	FY 05

	Carderock
	11222 
	15140 
	19332 
	23800 

	Crane
	12488 
	22711 
	19229 
	16794 

	Dahlgren
	9511 
	13538 
	21719 
	23906 

	Indian Head
	6275 
	7053 
	7302 
	7618 

	Corona
	1189 
	1511 
	1572 
	1699 

	Port Hueneme
	9976 
	12776 
	15727 
	19580 

	NSWC Total
	50,661 
	72,729 
	84,881 
	93,397 

	 
	 
	 
	 
	 

	A-76 Savings Target
	FY 02
	FY 03
	FY 04
	FY 05

	Carderock
	1462 
	3143 
	4782 
	6775 

	Crane
	1570 
	1478 
	1448 
	2246 

	Dahlgren
	7310 
	7471 
	7635 
	7803 

	Indian Head
	1591 
	1824 
	2792 
	5193 

	Corona
	1262 
	2186 
	2317 
	2409 

	Port Hueneme
	(312)
	(462)
	319 
	1012 

	NSWC Total
	12,883 
	15,640 
	19,293 
	25,438 
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