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MEMORANDUM FOR DISTRIBUTION

Subj:  GUIDANCE FOR THE PREPARATION AND SUBMISSION OF FY 2001 BUDGET

       ESTIMATES FOR THE DEPARTMENT OF NAVY (DON) BUDGET REVIEW  

Ref:   (a) DOD 7000.14, Financial Management Regulation (FMR), Volume 2A 

           and Volume 2B of Jul 98

       (b) DON Budget Guidance Manual of Apr 99

       (c) World Wide Web address, http://navweb.secnav.navy.mil/guidance/u_fmr97.htm
       (d) World Wide Web address, http://navweb.secnav.navy.mil/guidance/guidance.html
Encl:  (1) Budget Controls (Excluded)

       (2) Budget Exhibit Forms 

       (3) DON Budget Checklist

1.  References (a) and (b) provide guidance for the preparation and submission of the FY 2001 budget estimates for the DON Budget Review.  Reference (c) is the Internet address for access to the FMR and reference (d) is the Internet address for access to the DON Budget Guidance Manual.  Estimates will address FY 99 to FY 05.  The following guidance is provided:


a.  Budget Controls.  Controls provided in enclosure (1) are tentative pending final approval of the FY 2001 Program Review.  No deviation from these controls is authorized.  Any rebalancing of programs from the budget controls requires Pers-02 approval.  You are required to reexamine current estimates and prepare revised estimates within controls, as appropriate, to accommodate fact of life and other changes.  You should prepare exhibits for both funded and unfunded requirements.  In preparing your budget, you should prioritize all program requirements, then apply the controls against the highest priority items. 


b.  Pricing.  DON pricing/inflation/escalation annual rates have been incorporated into the OP-32, P-32, and R-32 exhibits.  Price growth rates are not additive to the controls provided in enclosure (1).


c.  Exhibit Requirements.  Exhibits provided in enclosure (2) must be completed and correspond to the control totals provided in enclosure (1).  No alternative exhibit formats are authorized.  Use enclosure (3) to determine which budget exhibits you should use to submit your budget.

        1.  Narrative justification is required on all exhibits for adjustments between FY 1999 Current Estimate and increases and decreases between FYs 1999/2000 and FYs 2000/2001.  Justification must be written in a clear, concise manner, which will allow an audience unfamiliar with the program/activity to understand the requirement.  Vague or technical language may result in a loss of program resources.  The use of acronyms and abbreviations should be held to a minimum.  Whenever acronyms are used, they must be spelled out fully the first time on each page they

appear.  The justification should address:  (1) operations currently in progress or being initiated; (2) relationship of current operations to the mission of the program; (3) performance criteria and resources needed; and (4) ultimate result to be derived by the activity/program,
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claimancy, and/or Department of the Navy.  One-time costs must also be

identified.  The term “K” to denote thousands and “M” to denote millions will not be used in narrative justification; they must be spelled out (e.g., $5 thousand vice $5,000; $5 million vice $5,000,000).  

        2.  Performance criteria should be carefully reviewed and updated for relevance to current operations and budget controls. Performance/workload should be changed if the current data does not reflect your activity/program performance.

        3.  The DOD Financial Management Regulation has been revised to include a 15 percent limitation on the use of Object Class 25.2 - Other Services (which includes Inflation Category Codes (ICC) 0987, 0989, 0998) for each appropriation as a part of all Object Class 25 contract efforts.  During the Office of Secretary of Defense (OSD) FY 2000/2001 Budget Review, your Summary of Price and Program Growth for O&M,N Appropriations (OP 32) was realigned based on the contract definitions provided.  You are to reevaluate the items included in Object Class 25.2 and utilize OMB Circular A-11, Object Classification (MAX Schedule O) to realign your funding to reduce the amount shown in ICCs 0987, 0989, and 0998.  OMB Circular A-11 may be accessed using the hyperlink: http://www.whitehouse.gov/wh/eop/omb/html/circulars/a011/s35.pdf.  The remaining amount reflected on theses lines should represent training expenses only.  A new ICC line (998 25.81 UL) has been added to the   OP-32 to accommodate obligations incurred for contractual services with the public or another Federal Government account for board, lodging, and care of persons, including prisoners.


d.  Civilian Personnel.  Estimates for civilian personnel salaries must be computed based on data contained in your monthly Civilian Personnel Resources Reporting System.  An automated civilian personnel pricing model along with pay raise adjustments for both GS and WG employees is in enclosure (2).  Disability compensation will be reflected as an Object Class 12 cost, and included in the CP-2 and OP-32 as a salary cost.  Segregate lump sum leave from average basic compensation to avoid distortion of basic compensation costs.  Guidance requires that “Special Hire” resources be budgeted.  Therefore, end strength, workyears, and funding for “Special Hire” personnel are to be reflected in the appropriate pay plan category of General Schedule (GS) or Wage Grade (WG) for all budget years.  Any anticipated Reduction-in-

Force, Voluntary Separation Incentive Pay (VSIP) or Separation Incentive Pay (SIP) should be included in your submission for all years.  For each Civil Service Retirement System (CSRS) employee who retires under a Voluntary Early Retirement Authority with an incentive, there is an additional cost equal to nine percent (9%) of the employee’s final basic pay.


e.  Information Technology (IT).  IT functional managers are required to reexamine current estimates and prepare revised estimates within controls, as appropriate.  In preparing your budget, you should prioritize all program requirements, then apply the controls against the highest priority items.  Unfunded requirements may be submitted.  Prepare required IT OP-32 budget exhibit provided in enclosure (2).  Update the 
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CSP-X information worksheet per instructions in enclosure (2). Your IT budget submission will be forwarded to NPC-3 for review and final approval.

2.  Due to Navy-wide resource shortfalls, all unfunded requirements for FY 2000 and 2001 must be kept to an absolute minimum, not to exceed three in total and may not be “must pay” items.  Ask yourself the following questions prior to submitting unfunded requirements:


a.  Is this a new/emergent item or an existing program that has grown in price or scope?


b.  Is this a one-time cost or will it continue into the outyears?  If continuing, how do you intend to handle it in the outyears?


c.  Did moving funds to other priorities create the shortfall?


d.  Are there any recent audits relevant to this issue?


e.  Are there any lower cost alternatives (e.g., using military vs. civilian labor or in-house vs contract effort) which could still accomplish the goals of the program?

After asking yourself the above questions and you deem it necessary to submit unfunded requirements, submit and prioritize them based on their ultimate impact on Fleet readiness.  Justification for additional funds should address why the requirement cannot be funded by rebalancing resources within current budget controls and what negative impact will occur if the requirement is not funded.  Impacts must be clear and quantifiable.

3.  Monthly and quarterly Phasing of the Annual Financial Plan for FY 2000, contained in enclosure (2), must be completed using the FY 2000 control.  The Quarterly Phasing is an estimate of the funding availability required to cover obligations and commitments and is used by Office of Budget/Fiscal Management (FMB) to allocate quarterly obligational authority.  The Monthly Phasing is an estimate of when funds will actually be obligated in the official accounting system.  It is extremely important that the monthly obligation plan be as accurate as possible.  FMB uses this plan to monitor actual execution performance and any deviations from the plan are used as the basis for deferrals or budget reductions.

4.  All approved manpower and resource functional transfers for FY 2000 or 2001, as agreed to by cognizant major claimants, should be submitted in the NC-4 exhibit included in enclosure (2).  Copies of correspondence approving functional transfers and acceptance/agreement letters must

be included.  Issue numbers for proposed functional transfers would be centrally managed by FMB.  We will be responsible for working with FMB to obtain an issue number.  Resources associated with proposed functional transfers are tentative until approved by FMB and will not affect controls contained in enclosure (1).

5.  The requirement for an Other Procurement, Navy (Command Support Equipment) budget submission still exists and the required exhibits are 
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in enclosure (2).  Expense/investment threshold is $100 thousand.  This means that no equipment or systems with a unit cost greater than $100 thousand should be funded with operation and maintenance funds.  DON pricing/inflation/escalation annual rates have been incorporated into the P-32 exhibit.

6.  Guidance for the preparation and submission of Research, Development, Test, and Evaluation (RDT&E) and Base Realignment and Closure (BRAC) submission will be forwarded to the cognizant field activity/program manager under separate correspondence.

7. Submit electronic budget package to Pers-022 at email address:  

Pers 022 data@persnet.navy.mil not later than 19 May 1999.  No extensions will be granted.  Questions may be directed to your Pers-022 budget analyst.









/S/









F. T. CHAMBERS 









Director/Comptroller
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