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1.  This letter provides guidance for the preparation of the FY 2000/2001 Navy Working Capital Fund (NWCF) Apportionment Budget Submission.  The budget will encompass FY 1998 Actuals, FY 1999 (PY), FY 2000 (CY), and FY 2001 (BY). 

2.  Schedule and Exhibits.  Reference (a) provides formats and instructions for many of the required budget exhibits.  Enclosure (1) provides the budget submission schedule.  Enclosure (2) is a list of required exhibits.  Enclosures (3) through (10) provide additional guidance on required budget exhibits.  The schedule supports 30 June 1999 submission to FMB.

3.  Narrative Explanation.  Each Division will be responsible for providing narrative justifications of budget estimates. 

    a.  In addition to the requirements specified in reference (a), ensure that your justifications give evidence that your budget submits are connected to organizational strategic and tactical 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 budgeted to plan. 

    b.  Variance explanations should be from year to year for FY 1998 through FY 2001.  FY 1999 through 2001 estimates should also reflect changes from the FY 2000 President’s Budget.
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    c.  Other requirements for the narrative explanations are noted separately in subsequent paragraphs of this letter. 

4.  Section 912C.  Implement the Section 912C reductions in your budget estimates for FY 2001.  Expectations are that your overhead costs will be reduced by 10 percent from your adjusted FY 1996 baseline.  Your adjusted baselines require approval by

NSWC-02.  Some of the reductions may have been achieved by FY 1999.  Indicate in your budget narratives where and when the reductions have been taken.  Do not attribute the reductions to Section 912C--rather associate reductions with actual initiatives, such as outsourcing, B&PR, CPP, contract efficiencies, etc.

5.  Outsourcing.  An outsourcing exhibit may be required.  If required, guidance will be provided under separate cover.  Investments and savings associated with A-76, Business Case Analyses, and Reengineering studies should be estimated and budgeted.  Planning assumptions such as estimated number of studies, type of study, number of FTE per study, cost per study (including separation costs), and projected savings (FTE and dollars) per study should be addressed in you’re A-11 narrative and summarized in your Fund-6 exhibits.  

6.  Workload (Appropriations/WIS Reconciliation).  Workload estimates for the submission should be based on the most current information available and should involve detailed discussions between division program managers and their customers.  The NAVSEA reconciliation process--between the orders received which are displayed in the Navy Working Capital Fund (NWCF) budget and the OP-32, P-32 and R-32 exhibits prepared by the appropriation codes—-will closely follow last year’s process.

    a.  To facilitate reconciliations with Appropriations budgets, we will provide electronic files whenever possible.  Each division should analyze the data provided and contact customer program managers when discrepancies are identified. 

    b.  Actual data (funding documents by subhead) for FY 1998 and FY 1999 will be provided by the WIS program manager.  This data will be used to validate the FY 99 budget estimates provided by HQ program managers.

7.  Targets and Controls.

    a.  FECA.  Enclosure (3) provides FECA dollars in FY 1999 and FY 2000 (based on payments by the Department of Labor in FY 1997 and FY 1998, respectively).  For FY 2001 use your best estimate.
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    b.  FTE and Workload.  Budgeted FTE should be workload driven.  Projections which exceed the FY 2000 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 1998 and to date in FY 1999 will also require justification.  

    c.  Military End Strength and Labor Dollars.  The FY 1999 and FY 2000 military end strength in this submission shall match the FY 2000 President’s Budget.  Total FY 1999 and FY 2000 military labor costs in this submission must equal those in the FY 2000 President’s Budget.  Amounts may be redistributed by category (Direct, SCC, Production or G&A overhead) if desired; FY 1999 and FY 2000 civilian equivalency rates are provided in enclosure (4) for your use in pricing of any redistribution.  FY 2001 military labor costs are to be calculated from budgeted workyears and civilian equivalency rates.  Although the official FY 2001 civilian equivalency rates are not yet available, projected rates are included in enclosure (4).  Projected rates were calculated based on FY 2000 rates plus annualization and pay raise per FMB guidance.

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

    e.  Carryover.  The OSD policy is 3 months maximum, excluding contractual liabilities, FMS, Non-DOD and BRAC funds.  All Divisions are to execute and budget to this policy.

8.  Escalation.  Escalation tables for labor rates, revolving fund rates, fuel and general escalation are provided in enclosure (4).  General inflation rates for FY 2000 and FY 2001 are 1.5% and 1.6%, respectively.   

9.  Manpower.  Detailed guidance for the exhibits is included in enclosure (5). 

    a.  SIP/VERA and RIF budget estimates continue to be $25,000 and $11,000, respectively, per employee.  

    b.  The only known change to the civilian personnel exhibits will be the elimination on the CP-2 of additional  SIP/VERA/RIF data.  The Civilian Personnel RIF and Separation Costs exhibit now collects all of this information.  You will no longer be required to add it to the bottom of your CP-2. 

    c.  The Demonstration Project exhibit has been removed from the list of required exhibits.  Please provide in your A-11 narratives information concerning when you converted to the 
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demonstration project, the number and percentage of your workforce that converted over to the demonstration project, and any other relevant issues.

10.  CPP Budget.  Refer to enclosure (6) for NSWC CPP budget guidance.  This guidance affects schedule, reporting and justification, and budget hearing requirements.  CPP reviews for this submission will focus on linkage to organizational strategic and tactical plans, and 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 9B justifications.  Savings from CPP should be

displayed on your Fund 6 as well as in your A-11 narrative.

11.  Maintenance.  In addition to the guidance provided in reference (a), refer to enclosure (7) for budget guidance

relating to maintenance of real property (MRP).  Note that paragraph 4 of enclosure (7) strongly encourages NSWC 

Divisions, exclusive of Port Hueneme, to use $1M of their MRP 
budget for demolition.  Demolition of unused buildings is an aggressive tactic to reduce excess infrastructure and avoids

burdening scarce overhead dollars any more than necessary for the long term.  Demolition plans, as they impact savings or cost avoidance, should be discussed in your A-11 productivity narrative.  The new exhibit (Schedule 4) addressed in enclosure (7) will be explained in greater detail at the NSWC Budget Conference.

12.  BRAC.  This exhibit has been eliminated.  If you have any BRAC actions, please continue to address them in your narrative.

13.  IT Budget.  Detailed guidance for the IT submission is included in enclosure (8).  Any savings associated with the IT budget should be reflected on your FUND 6 and discussed in budget narrative as a productivity initiative.

14.  Environmental.  The PB-28, Summary of Funds Budgeted for Environmental Projects, will be required for this submission.  Detailed guidance is provided in enclosure (9).  Include a short discussion of your environmental projects as they relate to compliance, conservation and overhead costs in your A-11 budget narrative.

15.  Combating Terrorism.  These exhibits should reflect  budgeted costs and end strength supporting Force Protection and Antiterrorism efforts.  Last year's NC-45 and NC-46 exhibits have been combined into a single CBT-1 exhibit.  Supplemental guidance and formats for these exhibits are provided in enclosure (10).  
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16.  Phasing Plans.  Phasing plans are required.  Phasing requirements include cash, revenue, cost, and manpower. 

17.  NSWC Budget Web Site.  Budget guidance and templates are being made available on the NSWC Budget web site at the following address:  www.ih.navy.mil/nswc_budget.  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

Ed Stewart

DSN
   332-0632 Ext. 412

General

Carol Weldon

DSN
   332-3074 Ext. 521

CPP 


Kathy Gaarde

DSN
   332-4364 Ext. 375

IT Budget

Carroll Wheatly
DSN
   482-3661

Maint/MILCON
Sam Boglio

DSN
   332-4372 Ext. 379

Civ. Manpower
Sean Crofton

DSN
   332-1132




Melinda Colassard
DSN
   332-1132

Environmental
Suzanne Duffy

DSN
   332-0632 Ext. 614

Military 

Blanche McQuade
DSN
   332-0632 Ext. 222







/s/







M. C. O’BRIEN
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