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INTRODUCTION

The Naval Surface Warfare Center (NSWC) was established on
2 January 1992 with the following mission: “To operate the Navy’s full
spectrum research, development, test and evaluation, engineering and fleet
support center for ship hull, mechanical, and electrical systems, surface
combat systems, coastal warfare systems, and other offensive and defensive
systems associated with surface warfare.”

CENTER OVERVIEW
The Center is comprised of six operating divisions whose operations
and locations are described briefly below.

CARDEROCK DIVISION. The mission of this division is to provide research,
development, test and evaluation, fleet support and in service engineering for
surface and undersea vehicle hull, mechanical and electrical ( HM&E)
systems and propulsors: provide logistics R&D and provide support to the
Maritime Administration and Maritime Industry. The division has major
operating sites at Carderock, MD and Philadelphia, PA with smaller
operating sites at Ft. Lauderdale, FL., Memphis, TN, Norfolk, VA, Bremerton,
WA, and Bayview, ID.

CORONA DIVISION. The mission of this station is to gauge the war fighting
capability of ships and aircraft, from unit to battle group level, by assessing
the suitability of design, the performance of equipment and weapons, and the
adequacy of training.

CRANE DIVISION. The mission of this division is to provide engineering and
industrial support of weapons systems, subsystems, equipment and
components. Primary product areas of expertise include electronic warfare,
gun and gunfire control systems, microelectronics components, electronic
module test and repair, microwave components, electromechanical power
systems, acoustic sensors, small arms, conventional ammunition, radars, and
pyrotechnics. The division has one primary operating site, Crane, IN, with a
small engineering site at Fallbrook, CA.

DAHLGREN DIVISION. The mission of this division is to provide research,
development, test and evaluation, engineering and fleet support for surface
warfare systems, surface ship combat systems, ordnance, mines and mine
counter measures, amphibious warfare systems, special warfare systems,



strategic warfare systems, and diving. The division has three primary
operating sites, Dahlgren, VA, Panama City, FL. and Dam Neck, VA.

INDIAN HEAD DIVISION. The mission of this division is to provide
technical capabilities in energetics for all warfare centers and to provide
special weapons, explosive safety and ordnance environmental support to all
warfare centers, the military departments and ordnance industry. The

primary site of operations is Indian Head, MD, with smaller operations at
Yorktown, VA and MacAlester, OK, Earle, NJ, and Seal Beach, CA.

PORT HUENEME DIVISION. The mission of this division is to provide test
and evaluation, in service engineering and integrated support for surface
warfare systems, system interface, weapons systems and subsystems, unique
equipment’s, and related expendable ordnance of the surface fleet. The
primary operating sites are Port Hueneme, CA; San Diego, CA. The division
also operates small detachments in Louisville, KY and Dam Neck, VA.

BUDGET OVERVIEW

This budget represents NSWC’s financial operating plan for
FY 2003 — FY 2005. Central to our strategy is the sustainment and
nurturing of critical core capabilities that support legacy and emerging
systems in the Fleet.

The FY 2005 budget reflects both direct and overhead efficiencies that
have been and will continue to be realized from A-76 competitions, Business
Process Reengineering (BPR) studies, and the Department of the Navy’s
Workload Assessment and Validation efforts. The Center is committed to
achieving targeted savings in these areas and to containing work-year rates.

This submission reflects the transfer of 1,541 civilian employees to the
Commander, Naval Installations (CNI) and Public Works Center
Detachments (PWD’s) effective 1 October 2003 as part of the Installation
Claimant Consolidation. However, certain common support financial
responsibilities will not transfer until FY 2005. NSWC will provide
reimbursement for all NWCF-specific services.



BUDGET HIGHLIGHTS

Revenue, Expense, and Operating Results

Current Estimate FY 2003 FY 2004 FY 2005
($ in Millions)

Revenue $3,583 $3,271 $3,245
Cost of $3,570 $3,269 $3,267
Goods/Services

Operating Results +$13 +$2 -$22
Accumulated +$20 +$22 $0
Operating Results

The trend in revenue and expense from year-to-year noted above
reflects the Center’s efforts to size itself to meet customer demand. NSWC(C’s
current estimates reflect projected cumulative operating gains of
approximately $22 million through FY 2004. Execution of additional direct
labor hours is the primary reason for the variance.

As a result, the current FY 2005 estimate reflects a negative
recoupment factor of $22 million to return projected cumulative gains to a

zero Accumulated Operating Result balance in FY 2005.

Cost of Operations

Unit Cost
(Cost Per DLH) FY 2003 FY 2004 FY 2005
Unit Cost $76.16 $80.49 $80.56

The Center’s unit cost shows a gradual increase over the budget period,
primarily due to increased employee compensation costs, inflation,
maintenance cost and workforce revitalization and development initiatives.



Billing Rates

FY 2003 FY 2004 FY 2005
Stabilized Rate $78.78 $79.19 $79.99
(Average)
Billing Rate +0.5% +1.0%
Change
Composite Rate +0.9% +1.1%
Changes

The FY 2005 average stabilized rate, like unit cost, is impacted by
employee compensation costs, inflation, and critical infrastructure and

workforce investments.

Capital Purchases Program (CPP)

$ in Millions FY 2003 FY 2004 FY 2005
Non-ADPE $14.2 $12.9 $14.2
ADPE $9.7 $8.1 $5.6
Software $1.3 $3.7 $4.7
Minor Construction $5.3 $7.0 $8.1
Total $30.5 $31.7 $32.6

The NSWC CPP program procures mission essential equipment to support a
wide customer base. Budget year estimates are consistent with depreciation.

Workload and Manpower Trends

Civilian Manpower

Civilian Manpower FY 2003 FY 2004 FY 2005
End Strength 16,998 15,099 15,162
Straight Time FTE 16,607 14,871 14,876

Projected end strength and FTE estimates have been sized to meet
funded workload. End strength changes in FY 2004 and out are primarily
due to 1,541 work-years transferring to CNI and PWD’s on 1 October 2003.



Productive Ratio

Productive Ratio

FY 2003

FY 2004

FY 2005

Current Estimate

78.1%

82.6%

82.6%

The productive ratio, a measure of direct work-years to total work-
years (less Service Cost Centers), continues to increase throughout the
budget period, indicating the priority placed on direct workload and the

impact of transferring the Shore Installation Management function to CNI.

Military Manpower

FY 2003 FY 2004 FY 2005
End Strength 289 298 298
Workyears 282 262 261

Projections are consistent with guidance to base estimates on the

average fill rate, with FY 04/05 reflecting adjustments for the CNI transfer.

Workload - Direct Labor Hours (DLH)

FY 2003

FY 2004

FY 2005

DLHs (000)

23,391

22,165

22,175




CASH

Net Outlays

($ in Millions) FY 2003 FY 2004 FY 2005
Collections $3,584.8 $3,273.2 $3,245.8
Disbursements $3,474.7 $3,293.8 $3,267.5
Net Outlays ($110.1) $20.6 $21.7

Net Outlays

Disbursements and Collections remain fairly constant over the budget

years. There are no events that NSWC is aware of that may have a
significant impact on the cash position during the budget years.

PERFORMANCE INDICATORS

The primary performance indicator is unit cost discussed in the Unit
Cost Rate paragraph above. Unit cost represents the cost of delivering goods
and services to our customers. Increased employee compensation costs and
inflation combined with critical maintenance and workforce investments

result in an increase in unit cost from FY 2003 to FY 2005. Other
performance indicators are Direct Labor Hours, Net and Accumulated
Operating Results, which are found in various tables throughout the

narrative.




