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DEPUTY SECRETARY OF DEFENSE
1010 DEFENSE PENTAGON
" WASHINGTON, DC 20301-1010

SEP 25 2012

MEMORANDUM FOR: SEE DISTRIBUTION
SUBJECT: Guidance on Fiscal Year 2013 Joint Committee Sequestration

The Budget Control Act of 2011 (BCA) established the Joint Select Committee on
Deficit Reduction (Joint Committee) and charged it with developing a proposal that would
achieve at least $1.2 trillion in deficit reduction. Last November, the Joint Committee
announced that it could not reach agreement on a deficit reduction plan. This failure triggered an
enforcement mechanism of automatic funding cuts in Fiscal Year (FY) 2013, known as
sequestration, above and beyond the reductions already reflected in the FY 2013 budget the
Department submitted in February. The law requires the President to issue a sequestration order
on January 2, 2013, to implement the required cuts unless Congress acts to avoid it.

The additional funding cuts required under the BCA are very large. A recent report by
the Office of Management and Budget (OMB) estimates that the cuts in the Department of
Defense (DoD) budget would exceed $50 billion in FY 2013 alone. The law further requires that
the FY 2013 cuts be implemented in an indiscriminate, across-the-board manner that will greatly
exacerbate their adverse effects. These large cuts would lead to devastating effects on the
Department and virtually every other Federal agency. For this reason, the Administration
strongly believes that Congress needs to act to avoid sequestration by passing a balanced deficit
reduction package that the President can sign.

If Congress fails to enact balanced deficit reduction and avoid sequestration, DoD and
other affected agencies must be prepared, under the BCA, to implement sequestration on January
2,2013. On July 31, 2012, OMB issued the attached guidance informing agencies that OMB
will be consulting with them on matters related to the issuance of the sequestration order. Over
the longer term, in the absence of congressional action on a balanced deficit reduction plan in
advance of January 2, 2013, OMB will undertake additional activities related to the
implementation of the sequestration. Within DoD, the Under Secretary of Defense (Comptroller)
will take the lead in these efforts and, working with OMB as necessary, will ensure that the
Department 1s ready to implement sequestration in January if it occurs.
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In the meantime, consistent with OMB guidance, DoD needs to continue normal
spending and operations. We do not want our programs, personnel, and activities to begin to
suffer the harmful effects of sequestration while there is still a chance it can be avoided. I am
therefore directing that all commanders and managers in the Department of Defense continue the
defense mission under current laws and policies, without taking any steps that assume
sequestration will occur. Commanders should not, for example, curtail planned training,
maintenance, healthcare or family programs. Commanders and managers should not alarm our
employees and their families by announcing personnel actions related to sequestration or by
suggesting that these actions are likely. Nor should commanders and managers hold back on the
obligation of funds — either for investments or for operating programs — if those funds would
have been obligated in the absence of the sequester threat.

If you have questions about this guidance, please consult your chain of command.

Addressees on this memo who have questions should direct them to the Under Secretary of
Defense (Comptroller).

Attachment:
As stated
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

July 31,2012

M-12-17

MEMORANDUM FOR THE HEADS OF EXECUTIVE DEPARTMENTS AND AGENCIES

FROM: Jeffrey D. Ziegts ®%

Acting Directgr

SUBJECT: Issues Raised by Potential Sequestration Pursuant To Section 251A of the
Balanced Budget and Emergency Deficit Control Act of 1985

Passed by bipartisan majorities in both houses of the Congress, the Budget Control Act of
2011 (BCA; Public Law 112-25) amended the Balanced Budget and Emergency Deficit Control
Act of 1985 (BBEDCA) to put into place an automatic process of across-the-board reductions in
budgetary resources, known as a sequestration, specified in an order to be issued on January 2,
2013, if the Joint Select Committee on Deficit Reduction failed to propose, and the Congress
failed to enact, a bill containing at least $1.2 trillion in deficit reduction.

The President has made clear that the Congress should act to avoid such a sequestration.
If allowed to occur, the sequestration would be highly destructive to national security and
domestic priorities, as well as to core government functions. To avoid this, the President
submitted a budget for 2013 that includes a comprehensive and balanced set of proposals that
contain greater deficit reduction than the Congress was charged with achieving. The
Administration believes the Congress should redouble its efforts to reduce the deficit in a
bipartisan, balanced, and fiscally responsible manner and avoid the sequestration.

If Congress were to enact the requisite deficit reduction measures and avoid the
sequestration, there would be no need to take steps to issue the sequestration order, and then to
develop plans for agency operations for the remainder of FY 2013 within the constraints of that
order. These sequestration planning and implementation activities, once undertaken, will
necessarily divert scarce resources from other important agency activities and priorities. The
President remains confident that Congress will act, but because it has not yet made progress
towards enacting sufficient deficit reduction, the Office of Management and Budget (OMB) will
work with agencies, as necessary, on issues raised by a sequestration of this magnitude.

To that end, OMB will be holding discussions on these issues with you and your staff
over the coming months. In the near term, OMB will consult with you on such topics as the
application to your agency’s accounts and programs of the exemptions from sequestration
contained in section 255 of BBEDCA and the applicable sequestration rules specified in section
256 of BBEDCA. These discussions should be informed by your General Counsel's analysis of
how the requirements of BBEDCA, as amended by the BCA, and other statutory authorities

URRVREAI A
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apply to a particular issue involving your agency. OMB will also engage with agencies on
anticipated reporting requirements established by Congress that are related to, but separate from,
planning for or implementing a sequestration order under the BCA.

Over the longer term, in the absence of Congressional action on a balanced deficit
reduction plan in advance of January 2, 2013, OMB will undertake additional activities related to
the implementation of the BCA. OMB will work with agencies, as necessary, on issues
surrounding the sequestration order and its implementation. For example, sequestrable amounts
can only be calculated once FY 2013 funding levels are known; therefore, shortly before any
sequestration order is issued, OMB will collect information from agencies on sequestrable
amounts and, where applicable, unobligated balances, and calculate the percentage reductions
necessary to implement the sequestration. In the meantime, agencies should continue normal
spending and operations since more than 5 months remain for Congress to act.

The steps described above are necessary to prepare for the contingency of having to issue
a sequestration order, but they do not change the fact that sequestration is bad policy, was never
meant to be implemented, and should be avoided through the enactment of bipartisan, balanced
deficit legislation. The Administration urges the Congress to take this course.
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THE SECRETARY OF THE AIR FORCE

CHIEF OF STAFF, UNITED STATES AIR FORCE
WASHINGTON DC

JAN 7203

MEMORANDUM FOR THE DEPUTY SECRETARY OF DEFENSE
SUBJECT: Fiscal Year 2013 (FYIS) .Near—'Term Actions to Mitigate Sequestration Impacts

This memorandum is provided in response to your January 4th, 2013 Deputy’s
Management Action Group (DMAG) request for the Services to identify near-term actions we
are taking to accommodate possible reductions to the FY13 budget. We can no longer live under
the uncertainty of sequestration and the continuing resolution without taking action now. Given
 this uncertainty in the second quarter of FY13, prudent planning for the third and fourth quarters

is required even though we are not presuming sequestration will occur. Our proposed near term
~actions will begin to introduce significant inefficiencies and delays in normal program execution,
but they do not immediately impact core readmess and are reversible or recoverable. They
include:

¢ Notify civilians of furlough as early as possible to preserve options in the future

¢ Implement civilian hiring restrictions within the Department of Defense rule set to
include implementing a hiring freeze and reducing temps/terms

¢ Review Overseas Contingency Operation requirements and identify potential deferments

e Cancel all non-mission critical temporary duties, conferences, and symposia

¢ Curtail non-readiness/mission related flying such as air show support flyovers, and
familiarization rides

¢ Proactively curtail or cancel non-Congressionally directed/non-mission critical studies

e Curtail supply purchases to essential FY13 consumption and stop minor purchases such
as furniture, information technology refresh, and unit equipment ‘

e Defer non-emergency Facilities Sustainment, Restoration, and Modernization (FSRM)
projects, resulting in a reduction of roughly 50% in FSRM spending ‘

o  Where practical, de-obligate/incrementally fund contracts to encompass only FY13

o For investment accounts, we are establishing a review process to proactively monitor
proposed obligations and halt or delay contracts to reduce expenditures

These near term actions only achieve a small share of the total sequestration reduction.
Therefore, if we do not have resolution by March, immediate actions nega‘uvely 1mpact1ng core
readiness programs will be required. These actions include: ‘

¢ Reducing Weapons System Sustainment (aircraft depot maintenance and engine
overhauls) by as much as 17%, pushing aircraft availability and mission capable rates
much further below standards

¢ Reducing flying hours by as much as 18% (~203K hours across the enterprise), leading to
a potential flying stand-down from late July through September and driving nearly all
flying units to unacceptable readiness levels by the end of FY13

¢ Implementing civilian furloughs to the maximum level possible without initiating
reduction-in-force procedures across the total force (Active, Guard and Reserve)
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‘e Prioritizing and curtailing operational training exermses and 1nternat10nal partnership
exercises, cancelling them where sensible

The post-sequestration actions outlined will have immediate and devastating impacts to
readiness. The disproportionate effect on core readiness is due to the limited amount of
reductions we can apply to programs such as civilian pay as well as the limited time and
flexibility remaining after covering must-pays. Impacts include: :

o The defense strategy requires the Air Force to maintain a high state of readiness across
the total force. We cannot execute the strategy from a tiered readiness posture. The
flying hour reductions will compel us to focus almost exclusively on current missions
such as training pipelines, Operation Enduring Freedom spin-up and other deployments
while sacrificing preparedness for contingencies and OPLANS. Thus the 18% cut will be
disproportionately applied across the force; deployed and next-to-deploy units will be
minimally cut, leaving remaining units to take the brunt of the cuts and stand down for
extended periods. These units will likely fall to the lowest readiness levels and will
require extensive time and funding to recover ,

e Aircraft depot maintenance and engine overhauls will backlog and the 50/5 O
organic/contractor depot ratio will be at risk

¢ Civilian personnel actions will drive nearly immediate capability gaps in all critical skill
sets and have a direct impact on unit readiness, military product1v1ty, morale, and quality

of life

e Potential delays or deferrals of critical facility projects will impact new mission
beddowns, range upgrades, runway repairs, energy initiatives, and dr1ve Substantial costs
in the future

- With respect to acquisition program accounts, a year-long continuing resolution coupled with
sequestration would impact weapon system program schedules; thus, creating a protracted -
disruptive effect to our modernization programs. This will result in cancelled or delayed

~ delivery of modernization capability which is already under-capitalized to meet the new defense
strategy. We will provide you with additional details in the weeks to come:

" From a policy standpoint, the Air Force is standing by for further guidance regarding civilian
furlough notifications and will work with you to implement any forthcoming direction. - ‘

M@/”zf) w%/ Nk Codlod e

Michael B. Donley Mark A. Welsh III

Secretary of the Air Forc General, USAF
Chief of Staff
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

January 14, 2013

M-13-03

MEMORANDUM FOR THE HEADS OF EXECUTIVE DEPARTMENTS AND AGENCIES

FROM: Jeffrey D. Zients / Q%

Deputy Director for-Management

SUBJECT:  Planning for Uncertainty with Respect to Fiscal Year 2013 Budgetary Resources

In the coming months, executive departments and agencies (agencies) will confront
significant uncertainty regarding the amount of budgetary resourccs available for the remainder
of the fiscal year. In particular, unless Congress acts to amend current law, the President is
required to issue a sequestration order on March 1, 2013, canceling approximately $85 billion in
budgetary resources across the Federal Government. Further uncertainty is created by the
expiration of the Continuing Appropriations Resolution, 2013 (CR) on March 27, 2013, This
memorandum directs agencies to take certain steps to plan for and manage this budgetary
uncertainty.

The Administration continues to urge Congress to take prompt action to address the
current budgetary uncertainty, including through the enactment of balanced deficit reduction to
avoid sequestration. Should Congress fail to act to avoid sequestration, there will be significant
and harmful impacts on a wide variety of Government services and operations. For example,
should sequestration remain in place for an extended period of time, hundreds of thousands of
families will lose critical education and wellness services through Head Start and nutrition
assistance programs. The Department of Defense will face deep cuts that will reduce readiness
of non-deployed units, delay needed investments in cquipment and facilities, and cut services for
military families. And Federal agencies will likely need to furlough hundreds of thousands of
employees and reduce essential services such as food inspections, air travel safety, prison
security, border patrols, and other mission-critical activities.

At this time, agencies do not have clarity regarding the manner in which Congress will
address these issues or the amount of budgetary resources that will be available through the
remainder of the fiscal year. Until Congress acts, agencies must continue to prepare for the
possibility that they will need to operate with reduced budgetary resources.

UMERARE
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Prior to passage of the American Taxpayer Relief Act of 2012 (ATRA), the President
was required to issue a sequestration order on January 2, 2013. Although the ATRA postponed
this date by two months, agencies had already engaged in extensive planning for operations
under post-sequestration funding levels before this postponement was effected. In light of
persistent budgetary uncertainty, all agencies should continue these planning activities, in
coordination with the Office of Management and Budget (OMB), and should intensify efforts to
identify actions that may be required should sequestration occur.

Agencies should generally adhere to the following guiding principles, to the extent
practicable and appropriate, in preparing plans to operate with reduced budgetary resources in
the event that sequestration occurs:

e use any available flexibility to reduce operational risks and minimize impacts on the
agency’s core mission in service of the American people;

¢ identify and address operational challenges that could potentially have a significant
deleterious effect on the agency’s mission or otherwise raise life, safety, or health
concerns;

¢ identify the most appropriate means to reduce civilian workforce costs where necessary —
this may include imposing hiring freezes, releasing temporary employees or not renewing
term or contract hires, authorizing voluntary separation incentives and voluntary early
retirements, or implementing administrative furloughs (appropriate guidance for
administrative furloughs can be found on the OPM website [here]); consistent with
Section 3(a)(ii) of Executive Order 13522, allow employees’ exclusive representatives to
have pre-decisional involvement in these matters to the fullest extent practicable;

e review grants and contracts to determine where cost savings may be achieved in a manner
that is consistent with the applicable terms and conditions, remaining mindful of the
manner in which individual contracts or grants advance the core mission of the agency;

e take into account funding flexibilities, including the availability of reprogramming and
transfer authority; and,

® be cognizant of the requirements of the Worker Adjustment and Retraining Notification
(WARN) Act, 29 U.S.C. §§ 2101-2109.

While agency plans should reflect intensified efforts to prepare for operations under a
potential sequestration, actions that would implement reductions specifically designed as a
response to sequestration should generally not be taken at this time. In some cases, however, the
overall budgetary uncertainty and operational constraints may require that certain actions be
taken in the immediate- or near-term. Agencies presented with these circumstances should
continue to act in a prudent manner to ensure that operational risks are avoided and adequate
funding is available for the remainder of the fiscal year to meet the agency’s core requirements
and mission. Should circumstances require an agency to take actions that would constitute a
change from normal practice and result in a reduction of normal spending and operations in the -

2
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L2

immediate- or near-term, the agency must coordinate closely with its OMB Resource
Management Office (RMO) before taking any such actions.

All agencies should work with their OMB RMO on the appropriate timing to submit draft
contingency plans for operating under sequestration for review. Furthermore, should Congress
take action that affects the current budgetary uncertainty, OMB will provide agencies with
additional guidance as appropriate.
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' DEPARTMENT OF THE AIR FORCE
HEADQUARTERS UNITED STATES AIR FORCE
WASHINGTON, DC

46 JAN 2013 -

MEMORANDUM FOR ALMAJCOM /CV
USCENTCOM/CV
NORAD USNORTHCOM/CV
USSOCOM/CV
USSTRATCOM/CV
USTRANSCOM/CV
DRU/CC

FROM: HQ USAF/A1

1040 Air Force Pentagon
Washington, DC 20330-1040

SUBJECT: Immediate Civilian Workforce Actions — lelng Freeze and Management of
Temporary and Term Employees. :

This memo provides the implementation guidance referenced in the attached 7 J an 13

| memo signed by the Secretary of the Air Force and the Chief of Staff and the attached 14 Jan 13

memo signed by the Acting Undersecretary of the Air Force and the Vice Chief of Staff,
regarding immediate near-term actions the Air Force is taking to manage budgetary uncertainty.

Effective immediately, we are implementing a temporary hiring freeze for permanent, temporary,
and term vacancies in all appropriations. Actions in progress will continue where an entry on

duty (EOD) date has been established or a selection has been made and a job offer has been -
extended to the individual. External hiring actions, where a job offer has not been made, will be

. withdrawn. Reassignment and promotions, for the current work force, will continue as it does
-not grow the force. Exemptions from previous hiring controls do not carry over to the current

environment,

~ The Air Force Personnel Center (AFPC) will hold all Requests for Personnel Actions
(RPAs) currently in the system. If an exception is approved by the appropriate authority
(specifically addressed in the attached 14 Jan 13 memo), RPA processmg will continue. AFPC
will provide additional operational guidance regardmg all RPA processmg to your servicing
Civilian Personnel Sections.

Given the current and projected fiscal environment, hiring exceptions must be carefully
scrutinized. In accordance with the Acting Undersecretary and the Vice Chief of Staff’s
direction, temporary employees should be released and term employees should not be renewed.
All temporary and term employees (including reemployed annuitants), not con51dered mission
critical, should be separated in accordance with established procedures. :
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These are uncharted waters concerning the federal budget and the effect it will have on
the Air Force. It is imperative we work closely together to balance mission needs and minimize
impacts to our dedicated civilian employees and their families. Please don’t hesitate to contact
me with any questions or concerns or have your staff contact Brig Gen Gina Grosso (AF/A1P,
DSN 227-1228), Ms. Dana Crowe (AF/A1PC, DSN 612-4022), or Mr Dave Nuchols
(SAF/FMBO, DSN 224-3805), with questions. :

Juutt ﬁ&—

Lieutenant General, USAF
. DCS, Manpower, Personnel and Services

Atch
7 Jan 13 SecAF/CSAF Memo -
14 Jan 13 USECAF/AF/CV Memo
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DEPARTMENT OF THE AIR FORCE
WASHINGTON DC 20330

OFFICE OF THE SECRETARY JAN 18 2013

MEMORANDUM FOR DISTRIBUTION C
SUBJECT: FY13 HAF Near-Term Actions to Handle Budgetary Uncertainty

Due to the Department’s current budgetary uncertainty, the Headquarters Air Force
(HAF) (Secretariat, Air Staff and their Field Operating Agencies (FOAs)) initiated detailed
planning and actions to mitigate a potential Operations and Maintenance (O&M) top-line
reduction. This memo provides HAF specific guidance in support of and in addition to the Air
Force-wide guidance issued 14 Jan 2013 and 16 Jan 2013.

Given the magnitude of our budgetary uncertainty, HAF 2-letters must take immediate
action to slow spending across all appropriations. Should sequestration occur, HAF prograins
could face a 16 percent O&M reduction; a cut of over 32 percent in Overseas Contingency
Operations (OCO); and an 18 percent Weapon System Sustainment (WSS) reduction. Guidance
on National Intelligence Program (NIP) and other appropriation funding is forthcoming. Our
goal is to structure near-term actions that are reversible and minimize harmful effects on our
people and unit readiness.

a. Civilian hirmg is frozen immediately. SAF/AA will approve exceptions for mission
critical fills (includes Intergovernmental Personnel Act (IPA), Schedule C, Highly
Qualified Experts (HIQLE), and summer hires). The Secretary of the Air Force will
approve Senior Executive Service (SES) hiring actions.

(1) All positions, regardless of funding source are part of the freeze (includes
reimbursables), Hiring for centrally funded new-entrant programs, such as
Palace Acquire, Pathways intern program or Section 852, which are
centrally managed by AFPC will continue based on currently approved
plans.

(2) Release non-mission critical teinporary employees and reemployed
annuitants. Submit exception requests to retam misston critical temporary
employees or reemployed annuitants to SAF/AA no later than 28 Jan 2013,
Term employees should not be renewed unless an exception is approved.
Use the attached exceptions guidance for submission.

(3) We do not anticipate offering Voluntary Early Retiremnent Authority
(VERA) and/or Voluntary Separatton Incentive Payments (VSIP) at this
time.

(4) Actions with established enfry on duty dates or where a selection is made
and a job offer has been extended may continue; this includes external and -
internal hires. '
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Internal actions, which cause no growth to the force, such as promotions, or
management directed reassignments may continue.

Out-placement of PAQ interns, career-broadeners, and long-term trainees
may continue upon successful completion of their defined programs.
Request approval for mission critical hiring exceptions, by submitting
information contained in the attached Exception Guidance. Please include
all requested data elements to ensure rapid processing.

Civilian pay is centrally managed by SAF/AAR. HAF 2-letters must deploy
measures to ensure overtime and compensatory time is mission critical and
minimized. Both must be properly requested and monitored with all compensatory
time used so it does not convert to payroll dollars. SAF/AAR will provide monthly
overtime and compensatory time report to assist tracking dollars and hours. If
civilian pay is further reduced, overtime and compensatory time may be curtailed.

Baseline funds may be required to cover OCO mission critical requirements. Review
OCO requirements and take action to defer actions such as asset reconstitution and
restructure contracts to be incrementally funded..

Cancel all non-mission critical temporary duties (TDY), conferences, staff assistance
visits, training, seminars and symposia. Each HAF 2-letter is charged with
determining mission criticality for these expenses.

(1)
@

)
(4)

Mission critical TDY must remain within existing travel limitations.
Continue mission critical training such as certification of flight-lme
maintenance.

Cancel non-mission critical training such as financial certifications.
Conferences, both DoD> and Non-Federal Entity-hosted continue to require
SAF/AA approval. Even if a conference is approved, HAF 2-letters must
determine mission criticality for each attendee, including travel for those
events previously approved but not yet complete. This includes imdividual
speaker travel. At this time, no additional conference approval authority is
delegated. SAF/AA will continue to process all conference requests to
include those that require SAF/US approval.

Deobligate and/or incrementally fund contracts to encompass only FY13 where
practicable; review contracts for possible longer-term cost savings and plan ahead for
reduced O&M funding. Take prudent steps to minimize disruption and added costs
working within contract limitations (e.g., avoid penalties associated with potential
contract cancellations where feasible).

Proactively curtail supply purchases to essential FY13 consumption and stop minor
purchases such as furniture, information technology refresh, and unit equipment.
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(1) Check the HAF Supply Depot to obtain supply items and provide items
available for use by other AF organizations at :
https://haf.afncr.af mil/com/HAF/supplydepot/default.aspx.

(2) Submit facility (space requirements, moves, reconfiguration, alternations)
and furniture requests, signed by the HAF 2-letter, at
http://hafap071/fminteract/ for validation by SAF/AAQ, then for SAF/AA
and/or the Executive Oversight Board (EOB) approval.

(3) Submit Information Technology (IT) refresh or Video Teleconferencing
(VTC) requirements through SAF/AAI for validations, then for SAF/AA
and/or the EOB approval.

(4) Ifavailable, print to Ricoh multi-function devices to reduce toner cartridge
purchases for other printers. :

(5} Turn in excess I'T equipment to reduce maintenance costs and to fulfill new
or pending requirements, and avoid new purchases.

(6) Additional supply, facility and IT guidance is attached.

g. Review studies to curtail or cancel ongoing and scheduled studies that are not
congressionally directed or mission critical. A study is defined as any organized
analysis, assessment or evaluation in support of policy development, strategy review,
decision-making, cost or effectiveness review, or management/administrative
functions. Organically performed studies are excluded. Submit results from your
review to the Air Force Studies Governance Board (SGB) in a provided standard
format. The SGB will provide feedback to the Corporate Structure.

We appreciate your patience as we work through this time of budgetary uncertainty and
will keep you informed as additional guidance is issued and/or needed. If you have questions,
please contact Ms. Anne Graham, SAF/AAR, 703-692-9516 or Ms. Lydia Newsom, SAF/AAR,
703-695-3148.

FRANK GORENC TIM BEYLA :
Lieutenant General, USAF Administrative Assistant to the
Assistant Vice Chief of Staff Secretary of the Air Force

Director of Staff
Attachment:

1. 14 Jan 2013 USECAF/AF/CV Memo

2. 16 Jan 2013 AF/Al Memo

3. HAF Hiring Freeze Exception Guidance
4. HAF Supply/Facility/IT Guidance
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UNDER SECRETARY OF THE AIR FORCE
WASHINGTON

JAN 14 203

MEMORANDUM FOR ALMAJCOM/CC
SUBJECT: Fiscal Year 2013 (FY13) Near-Term Actions to Handle Budgetary Uncertainty

The combined impact of two sources of budgetary uncertainty necessitate that the Air
Force take immediate action to reduce our expenditure rate, especially in our operations and
maintenance account. First, the Department continues to operate under a Continuing Resolution
that currently runs thorugh March 27, 2013 but could potentially be extended to cover the full
fiscal year. Second, the potential sequestration under the Budget Control Act was delayed but
not eliminated by the American Taxpayer Relief Act, and that same Act made additional topline
reductions to the defense budget.

Near Term Actions

Given these sources of budgetary uncertainty and a projected FY13 $1.8B shortfall in Air
Force funding for overseas contingency operations, it is prudent to implement immediate actions
to reduce our expenditure rate and mitigate budget execution risks. Our intent with these initial
actions is to pursue reversible or recoverable steps and avoid impacts to core readiness. If we did
not act now, the scale of reductions required should sequestration be triggered on March 1 or if
the Department were left under a year-long Continuing Resolution would be even more
devastating for readiness. We direct the following actions now, to slow spending across the Total
Force and all appropriations. Your implementation of these near-term actions should be
structured to minimize harmful effects on our people and on unit readiness:

e Implement civilian hiring restrictions to include a hiring freeze, immediate elimination of
temporary employees and not renewing term hire employees with exceptions for mission-
critical activities and when appropriate in terms of personnel timing

¢ Review OCO requirements and identify potential reductions which will not impair
warlime operations such as delaying asset reconstitution and incrementally funding OCO
contracts

* Cancel all temporary duties that are not mission-critical,such as attendance at or hosting
of conferences and symposia (such as functional conferences), staff assistance visits and
training seminars

e Curtail flying not directly related to readiness, such as air shows, flyovers, and
familiarization rides

e Curtail or cancel ongoing and scheduled studies that are not Congressionally-directed or
mission critical

¢ Limit supply purchases to essential FY13 consumption (e.g., flying hour bench stock)
and stop minor purchases that are not mission-critical, such as furniture, IT refresh, and
unit equipment :

e Defer non-emergency Facility Sustainment, Restoration and Modernization (FSRM)
projects (examples include but not limited to painting, carpeting, remodeling, etc;
continue to carry out compliance/life/safety projects)
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e Where practical, de-obligate/incrementally-fund contracts to encompass only FY13
(examples include but are not limited to base maintenance contracts, advisory and
assistance services contracts, custodial contracts, etc.). Review contracts for possible
longer term cost savings as well.

¢ TFor investment accounts we are establishing a review process to proactively monitor
proposed program obligations and as prudent, halt or delay contracts to reduce
expenditures. Further guidance has been provided through acquisition channels.

Exceptions may be made as noted above for mission critical activities and civilian
positions as determined by appropriate senior officials, Requests for exceptions shall be
approved by MAJCOM Vice Commanders, the Deputy Director of the Air National Guard, DRU
Commanders, and by SAF/AA for the HAF portfolio. MAJCOM Vice Commanders and the
Deputy Director of the Air National Guard are authorized to further delegate to General
Officer/SES NAF/Center/Wing Commanders but should also provide appropriate guidance on
implementing delegated authority and should exercise great discretion in approving exceptions,
exemptions, and determining the definition of mission critical.

To assist you in making mission criticality determinations, you should be aware that OSD
has directed protection of the following programs throughout the year:
¢ Fully protect funding for wartime operations

o Fully protect Wounded Warrior programs

e To the extent feasible, protect programs most closely associated with the new defense
strategy ‘

s To the extent feasible, protect family programs

Planning for Longer-Term Budgetary Uncerfainty

These near term actions only achieve a small portion of the funding decrement required
in the event of sequestration or a significant topline reduction. Therefore, if we do not have
resolution by March, immediate actions with serious negative impacts to core readiness
programs will be required. We have been directed by the Deputy Secretary of Defense to
intensify our planning for longer-term budgetary uncertainty, including a potential sequestration
in March. This planning effort is underway. When appropriate, additional information on other
necessary actions will be provided. We will closely monitor your FY 13 budget execution and
provide feedback throughout this fiscal year. We encourage you to plan for additional actions to
ineet adjusted funding levels.

Civilian pay makes up a large share of our operating budget and we have been directed to
consider the possibility of civilian furloughs of up to 30 calendar days or 22 discontinuous
workdays. However, we very much hope that the Congress will address the current budgetary
uncertainty and allow us to avoid these actions. If needed, further guidance regarding furloughs
will be forthcoming. For now please do not take any actions regarding furloughs. As required
by Executive Order (EO) 13522, management should continue to allow employees and their
union representatives to engage pre-decisionally in all workplace matters, to the fullest extent
practicable.

We recognize you ate already implementing many of the actions outlined above and have
done a great deal to increase the efficiency and mission effectiveness of the Air Force over the
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last few years. Above all, we greatly appreciate your leadership and innovative support during
this challenging period. If you have questions regarding this guidance, please call Ms. Marilyn

Thomas, SAF/FM, at (703) 697-4464.
- %—z\—-—ﬂ—— . %
Larry O, Spéncer amie M. Morin

General, USAF Acting Under Secretary of the Air Force
Vice Chief of Staff

cc:
SAF/FM
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' DEPARTMENT OF THE AIR.FORGE
HEADQUARTERS UNITED STATES AIR FORCE
WASHINGTON, DC

16 JAN 2013 -

MEMORANDUM FOR ALMAJCOM /CV
USCENTCOM/CV -
NORAD USNORTHCOM/CV
USSOCOM/CV
USSTRATCOM/CV
USTRANSCOM/CV
DRU/CC

' FROM: HQ USAF/Al
1040 Air Force Pentagon
Washington, DC 20330-1040

SUBJECT: Immediate Crv111an Workforce Actions — Hmng Freeze and Management of
Temporary and Term Employees, :

. This memo provides the implementation guidance referenced in the attached 7 Jan 13
-memo signed by the Secretary of the Air Force and the Chief of Staff and the aftached 14 Jan 13

memo signed by the Acting Undersecretary of the Air Force and the Vice Chief of Staff,

regarding immediate near-term actions the Air Force is taking to manage budgetary uncertairity.

Effective immediately, we are implementing a temporary hiring freeze for permanent, temporary,

and term vacancies in all appropriations. Actions in progress will continue where an entry on
duty (EOD) date has been established or a selection has béen made and a job offer has been .
extended to the individual. External hiring actions, where a job offer has not been made, will be

. withdrawn. Reassignment and promotions, for the current work force, will continue as it does

.mot grow the force. Exemptions from previous hiring controls do not carry over to the current
env1ronment

. The Air Force Personnel Center (AFPC) will hold all Requests for Personnel Actions
(RPAs) currently in the system. If an exception is approved by the appropriate authority _
(specifically addressed in the attached 14 Jan 13 memo), RPA. processmg will continue. AFPC
will provide additional operational guidance regardmg all RPA processmg to your servicing
- Civilian Personnel Sections, . . .

Given the current and projected fiscal environment, hiring exceptions must be carefiilly
scrutinized. In accordance with the Acting Undersecretary and the Vice Chief of Staff’s
direction, temporary employees should be released and term employees should not be renewed.
All temporary and term employees (including reemployed annuitants), not cons1dered mISSIOD ,
critical, should be separated in accordance with established procedures. :
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These are uncharted waters concerning the federal budget and the effect it will have on
the Air Force, It is imperative we work closely together to balance mission needs and minimize
impacts to our dedicated civilian employees and their families. Please don’t hesitate to contact
nie with any questions or concerns or have your staff contact Brig Gen Gina Grosso (AF/A1P,,
DSN 227-1228), Ms. Dana Crowe (AF/A1PC, DSN 612 4022), or Mr Dave Nuchols
(SAF/FMBO, DSN 224-3 805), with questions. :

DARRELLD JO S
Lieutenant General, USAF
.. DCS, Manpower, Personnel and Services

.. Atch:
TJan 13 SecAFfCSAF Memo C o
14 Jan 13 USECAF/AF/CV Memo
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Attachment 3 - HAF Hiring Freeze Exception Guidance and Template
Requests for exception packages must include:

HAF 2-Litr signature using the memo template pr0v1ded

Position spreadsheet (attachment 3a)

Wiring diagram in attachment 3b format (position numbers, highlight supervisors)
Memorandum of Agreement and reimbursing organization point of contact for
Reimbursable positions

o Data synchronization spreadsheet in attached format (attachment 3¢)

O 00O

Justification and rationale must include:

o Verification that the Unit Manpowér Document, Defense Civilian Personnel Data
System and Defense Civilian Pay System are synchronized (i.e. employees are
assigned to the correct position number and Program Element Code)

o Review/revise current organizational structure to ensure streamlined operations (i.e.
limited use of deputies, acceptable supervisory ratio, etc.).

o Verified there are no Surplus Employees (employees on positions identified for
reduction that have not yet been matched to a valid vacancy) or permanent overhires
{(not assigned against funded authorizations) available for placement in this vacancy

Request must be submit via TMT to SAF/AAR Workflow. SAF/AAR batch process
packages every 30 days with the first batch received into SAF/AAR by 1 February 2013.
(Exceptions for Terms and Temps must be received NLT 25 Jan 2013)

Should you have any questions regarding Hiring Freeze Exceptions and/or request
preparation please the following:

o SAF/AARC: Carla Dunwell at 703-697-6116
SAF/AARC Workilow at SAFAARC. Workflow({@pentagon.af.mil
SAF/AARX: Dolores Ives at 703-697-6018
SAF/AARX Workflow at SAFAARX. Workflow{@pentagon.af.mil

000
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Hiring Freeze Request for Exception Memo Template (Attachment 3)
TO: SAF/AA
FROM:
SUBJECT: Civilian Hiring Exception Request

The purpose of this letter is to formally request an exception to the SAF/AA Memo,
FY13 HAF Near-Term Actions to Handle Budgetary Uncertainty, dated XX Mon 13. Details
regarding the vacant position are attached.

Impact if not approved:
a. What part(s) of the mission will fail w1th0ut approval of this exception?
b. What actions will be taken to mitigate mission failure, if this request is not
approved?
c. Provide any additional information identifying secondary and tertiary impacts
of exception disapproval.

I have reviewed and verified that the Unit Manpower Document (UMD), Defense
Civilian Personnel Data System (DCPDS) and Defense Civilian Pay System (DCPS) are
synchronized, employees are assigned to the correct position number and Program Element Code
(PEC), and the my organizational structure is streamlined (i.e. limited use of deputies, higher
supervisory ratio, etc).

I have reviewed and verified my current organizational structure to ensure streamlined
operations we are operating in an efficient and streamlined manner. (i.e. limited use of deputies,
acceptable supervisory ratio, etc.)

I have reviewed and determined that no Surplus Employees (employees on positions
identified for reduction that have not yet been matched to a valid vacancy) or permanent
overhires (not assigned against funded authorizations) can be placed in this vacancy.

I have attached the MOA and POC as it relates to this reimbursable position. (use if
position is reimbursable.

My POC for this request is XXXX at DSN XXX-XXXX (email is; XX)

2-Letter Signature

Attachment:

1. Position Spreadsheet

2. Wiring Diagram

3. Data Synchronization Spreadshect
4. MOA (if applicable)
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Notes:

provide name, pay plan-series-grade or
rank/AFSC, position description number (if
applicable}, and position number

Identify vacancies

Highlight supervisory positions in red
Streamline organization to limit use of
deputies; use acceptable supervisory ratios

Attachment 3b — Wiring Diagram

XY Organization

Org Office symbol
Org Name

Employee Name, mm...oooo..u_..m‘ Director
"(PDi#) Position Number

Title
Name, GS-0000-10.~
(PD#) Position Number

. XYz Division
Name, GS-0000-14 (Supv)
{56465) 0000151213

. XYZ Division
. Name, G5-0000-14 (Supv}
(56465) 0000151213

~XYZ Division
Name, GS-0000-14 {Supv)
{56465) 0000151213

XYZ Division
Name, GS-0000-14 (Supv)
(56465) 0000151213

= MSgt Name, 3D071, Position
Number
* S5zt Name, 3D051Position
Number
= S5gt Name, 3D051, Position
Number
* SRA Name, 3D051Position
Number
* Name, GS-0000-13
{PD#) Position Number
* VACANT, GS-0000-13
(PD##} Position Number
* Name, GS-0000-12
(PD#) Position Number
* Name, GS-0000-11
(PD#) Position Number

Name, GS5-0000-14

{PD#) Position Number
Name, GS-0000-13

(PD#]) Position Number
Name, GS-0000-13

(PD#) Position Number
Name, G5-0000-13

(PD#) Position Number
Name, GS-0000-13 {SUPV)

(PD#) Position Number
Name, GS-0000-13

{PD#) Position Number
Name, GS-0000-12

{PDJ{#) Position Number
Name, GS-0000- 12

(PD#) Position Number
Name, GS-0000-11

(PDi#) Position Number
Name, GS-0000-11

(PD#} Position Number
Name, G5-0000-09

(PD#) Position Number

Name, GS-0000-14
{PD#) Position Number
Name, G5-0000-13
(PD#) Position Number
Name, GS-0000-13
(PD#) Position Number
Name, GS-0000-13
{PD#) Position Number
Name, GS-0000-12
(PD#) Position Number
Name, GS-0000-12
(PD#) Position Number
Name, GS-0000-11
(PD#) Position Number
VACANT, GS-0000-09
(PD#) Position Number
Name, GS-0000-09
(PD#) Position Number

Name, GS-0000-14

{PD##) Position Number
Name, GS-0000-13

(PD#) Position Number
Name, GS-0000-13

(PD#) Position Number
VACANT, GS-0000-12

(PDi#) Position Number
Name, G5-0000-12
(60258) 0000163513
Name, GS-0000-12

(PD#) Position Number
Name, GS-0000-11

(PD#) Position Number

Name, G5-0000-09

(PD#) Position Number

As of: dd/mm/year

Off | Enl | Civ | Total

Auth # # # #

Vacant | # # # #
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Attachment 3¢ - Data Synchronization Spreadsheet

Corrective Action

. Current Data

.Bn_umvmxmnc:o:.

’ If qmw:_v_.__.,mmv_m. #of UMD Pos | # of DCPDS Pos| # of DCPS Pos
Organization UMD (DCPDS) | Review {ends| submit MOAto |Realigned (+| Realigned (+| Realigned (+
{HAF/FOA) PEC Review Review inF) . SAF/AARX /- /- /)

subject position{s}.

The above 2-letter has met the requirements and is provided a excepticn to fill

The above 2-letter has the requirements and is provided a

exception to fill subject pesition(s).

The ahbove 2-letter has met the requirements and is provided a exception to fill subject position(s).
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Attachment 4 - Supply/Facility/Information Technology Guidance

Supplies

Limit supply purchases to essential consumption. Supplies should be purchased on a monthly basis for
items such as toner cartridges, paper, and administrative supplies, as they are readily available at the
AbilityOne Base Supply Stores [ocated at Ft Belvoir, Joint Base Andrews, Mark Center, Pentagon,
Hoffman Building, Jefferson Plaza and Presidential Towers as well as Office Eagle at Joint Base
Anacostia-Bolling.

Many supply items area available free of charge from the HAF Supply Depot,

https://haf.afncr.af mil/com/HAF/supplydepot/default.aspx. This site is to be checked for the items
needed prior to ordering ANY items. If you have any excess items, they are to be put on this site so that
the items can be utilized by other AF organizations. All National Capital Region Contracting Command
{NCRCC) government purchase card holders should have access to this site.

All furniture requests will be submitted via work order, signed by the HAF 2-letter, at
http://hafap071/fminteract/ for validation by SAF/AAOQ, then approval by The Office of the
Administrative Assistant to the Secretary of the Air Force (SAF/AA) and/or the Executive Oversight
Board (EOB).

For disposition of itemns that are no longer serviceable turn them in by completing a Department of the
Army (DA) Form 3161, Request for Issue or Turn-In via the cOAA Web Page
(htip://ecaa.hgda.pentagon.mil/). Pentagon Building tenants may call (703) 693-4323 for turn-in
information. For locations outside the Pentagon Reservation but within the NCR, tenants may call (703)
428-1211 for further information. For refrigerators, call the Building Operations Control Center (BOCC),
(703) 614-1597, to turn-in a refrigerator. The Air Force Locksmith, (703) 695-3364, must sign-off on all
turn-in requests for safes. Turn in the safe by submiiting an electronic request to DOL-W at
https://secureweb.hqda.pentagon.mil/pti/.

Facilities

Limit facility sustainment to life/safety projects. Some projects, such as those that save AF dollars by
reducing leased space, may be entertained. All space requirements, moves, reconfiguration or alicrations
of any kind will be submitted via work order at http://hafap071/fminteract/ for validation by SAF/AAQ,
then approval by SAF/AA and/or the EOB.

IT

Any IT refresh or VTC requirements should be requested through The Office of the Administrative
Assistant to the Secretary of the Air Force, Information Directorate (SAF/AAT) for validation, then
approval by SAF/AA and/or the EOB.

Print to Ricoh Multi-Function Devices (MFD). Users with access to Ricoh MFDs should print to these
devices instead of other networked or side-by printers. MFD lease includes toner cartridges, and will
reduce the need to purchase cartridges for other printers.

Turn in excess IT equipment. These devices can fulfill new or pending requirements, and avoid
continuing maintenance costs. IT customers requiring removal of excess, obsolete and/or unserviceable
material will need to complete a copy of Excess (ADPE) Turn-In-FRM-10291-LAM-PNT, which can be
accessed at https://afdw.afncr.af.mil/org/844CG/LMKN/Forms/Forms/Allltems.aspx. E-mail completed
forms to §44CS. Warehouse@pentagon.af.mil or fax them to 202-767-4038.
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UNDER SECRETARY OF THE AIR FORCE
WASHINGTON

FEB 1 203

MEMORANDUM FOR UNDER SECRETARY OF DEFENSE (COMPTROLLER)

SUBJECT: Impacts of Fiscal Year 2013 (FY13) Near-term actions the Air Force has taken to
mitigate the impacts of sequestration

This memorandum is provided in response to the DepSecDef’s 10 January 2013
Memorandum, Handling Budgetary Uncertainty in Fiscal Year 2013. While immediate near-
term actions are absolutely necessary to limit the catastrophic impacts on Air Force mission
readiness should sequestration or a substantial topline reduction occur, these actions, by
themselves, are by no means sufficient to address the full magnitude of the potential reduction.
As such, in addition to providing an update on our near-term actions, we are including initial
details outlining the longer-term actions and impacts associated with a year-long CR and full
sequestration. '

Near Term Actions and Impacts

The following is an update on our near term actions and their impacts. Major Commands
(MAJCOM) and Combatant Commands (COCOMs) have already been issued guidance to:

a. Implement civilian hiring restrictions: The Air Force implemented a civilian hiring freeze
16 January 2013 for permanent, temporary, and term vacancies in all appropriations. The
Air Force is also beginning to release temporary employees and not renewing the
appointments of term employees unless their positions are deemed mission critical. This
will impact up to 990 temporary employees and 2,160 term employees, as well as 260 re-
employed annuitants. Exceptions for mission critical activities are made by MAJCOM
Vice Commander (which can be delegated, with further guidance, to a subordinate
GO/SES NAF/Center/Wing Commander). The combination of these near-term actions
will drive capability gaps across many units. For example, the freeze will slow the AF's
ability to provide trained employees for managing the nuclear enterprise, impair the
intelligence community's ability to sustain investments in new data collection and analysis
programs, impede the 2017 goal of meeting generally accepted government auditing
standards, and will further degrade our ability to maintain base operating and facility
sustainment at our joint and AF-only bases. We anticipate having to use military
manpower to cover for some civilian vacancies, such as for installation gate guards.

b. Cancel non-mission critical temporary duties (TDYs): Commanders are reviewing TDYs,
such as attendance at or hosting of conferences and symposia (including functional
conferences), staff assistance visits and training seminars. Non-mission critical TDYs are
being canceled. Some eliminated TDY's (such as operational and compliance inspections)
translate into increased risk immediately to unit readiness that will compound over time.
For example, reducing professional military education and mission readiness training
TDYs by $53M would delay promotions for over 8,000 Airmen and drive loss of '
certification for Airmen in technical AFSC such as firefighters and EOD specialists. In

1
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addition to these impacts, a further reduction of $74M in travel funds leads to direct
operational impacts as well. For example, TDYAir Force support to COCOMs would be
reduced; leading to SOUTHCOM's inability to provide maritime monitoring for
counterdrug detection and interdiction. To the extent feasible, we will seek to protect
combat mission critical training TDY such as crew deployments to RED FLAG, however
we are already seeing indicators of strain on even these activities due to multiple
reductions to travel budgets.

c. Reduce MAJCOM and COCOMs’ topline O&M budgets by approximately 10%: To
implement these near-term reductions, the commands are focusing their attention on
several areas.

1. All flying not dlrectly related to readiness, such as air shows flyovers, and

" familiarization rides are being reviewed for necessity, for example, we are
reviewing planning and participation in high profile events such as the Paris Air
Show and Fairford Royal International Air Tattoo. These reductions could
potentially impact allies’ and partners’ future systems acquisition decisions.

2. Studies that are not Congressionally-directed or mission critical are under review
for cancelation. Results and recommendations from studies are generally longer-

* term in nature and the real impact of their loss will not be seen immediately but
will show up in lost capabilities for corporate -level strateglc decision support in
the near future.

3. Commands are also reviewing IT refresh and network support contracts; we expect
to see large scale reductions and purchase delays that may extend indefinitely.

4. MAJCOMs and COCOMs are limiting supply purchases to essential FY13
consumption (such as flying hour bench stock) and stopping minor purchases and
unit equipment not deemed mission-critical. The bowwave of supply requirements
impacts all mission sets in the long term. These actions will be particularly
disruptive at remote northern-tier locations such as Alaska, and for Operation

" NOBLE EAGLE alert missions.

5. We are also descoping contracts or incrementally funding for only FY13
requlrements where practical. While this helps address near-term cash ﬂow
issues, it also creates FY 14 bowwaves.

-6. Note that many of these reductions will contribute to a serious decline in our small
- business prime contract awards, as the areas of maximum spending flexibility for
bases and commands are the four most small business friendly markets in the Air
Force - construction, facilities support, information technology and knowledge
based services. We have already seen an almost 3% ($100M) decline in small
business contract awards in FY13. Sequestration cuts will make this situation even
worse and the impact to our small business prime contractor base will be dire.

d. Defer non-emergency Facility Sustainment, Restoration and Modernization (FSRM)
projects: We project this will yield a reduction of roughly 50% in spending, which will
magnify already substantial risk in infrastructure. Facilities and infrastructure will
degrade, as even mission critical Restoration & Modernization projects are delayed across
the Air Force. Additionally, these actions interrupt significant sustainment projects
including six runway/taxi projects, risking more costly repairs in the future. Deferrals in
the energy program directly result in slowing energy consumption reduction efforts. Due
to the magnitude of the projects deferred, the secondary and tertiary effects of reduced
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economic impacts are being felt across many states and adds to the current bow-wave of
over $12B in requirements. We will provide you with a spreadsheet including further
detail on the impacted infrastructure investments, which include:

L.

Restoration & Modernization: Defer 133 projects at 55 installations (AL, AK, AZ,
AR, CA, CO, FL, HI, IL, LA, MD, MS, MT, NE, NV, NJ, NM, NC, ND, OK, SC,
TX, UT, VA, WA, WY and Overseas)

Sustainment: Defer 15 projects at 13 installations (AL, CO, FL, LA, MS, MO,
NE, OK, TX, WY and Overseas)

Demolition: Defer 73 projects at 32 installations (AK, AL, CA, CO, FL, GA, IL,
MO, MS, MT, NC, ND, NE, OH, OK, SC, TX, WA, WY, and Overseas) ,
Dormitory Focus Fund: Defer 12 projects at 10 installations (CA, ID, TX and six
overseas locations); program repairs 1,195 dormitory rooms

Energy Focus Fund: Defer 218 projects at 68 installations (AL, AK, AZ, CA, CO,
DE, FL, GA, ID, IL, KS, LA, MA, MS, MO, NE, NV, NJ, NM, NC,ND, OH, OK,
SC, SD, TX, UT, VA, WA, WY and Overseas) :

" Post Sequestration Actions and Impacts

These near term actions achieve only a small share of the total sequestration or topline
reduction. Therefore, if we do not have resolution by 1 March 2013, we would immediately
carry out additional actions that will have unavoidable impacts on core Air Force readiness, our
ability to meet the operational expectations of national and COCOM leadership, as well as
programs that support our Airmen and their families. These longer-term actions include:

a. Reducing Flying Hours by as much as 18% (~203K hours across the enterprise):

The Air Force will prioritize ongoing named operations, including OEF, and will protect
nuclear deterrence preparedness, POTUS support, and initial qualification training
pipelines. We are able to continue these missions with some exceptions, but as early as 1
March 2013, the remaining operational and training missions are impacted as follows:

L.

2.

Non-support of multiple non-OEF COCOM requirements, such as Theater
Security Packages and Continuous Bomber Presence missions at Guam.
Non—support of many joint and COCOM exercises, and cancellation of Air Force
exercises (except where required for OEF deployment spin-up), to include but not
limited to:

i. Bright Star, Talisman Saber, Commando Sling, Eager Tiger, Cope Tlger

Cope West Northern Edge, and Vigilant Eagle.

ii. Red Flag Nellis and Alaska, Green Flag East and West.

iii. In addition to the lost training, we lose essential elements of COCOM
engagement plans and partnership building efforts, impacting coalition
partners as well.

Cancellatlon of some advanced training and weapons instructor courses
Cancellation of most flying participation in airshows, installation open
houses, tradeshows, and flyovers, to include the Thunderbirds and other
demonstration teams (we are working with sister services to synchronize
timing demonstration team stand-down). Cancelling these key outreach
“events impacts recruiting, and our opportunity to educate and inform the
public and other key stakeholders, to include partner nations. Over the
mid-to-long term, we risk relationship building with partners and losing
public support and advocacy. _
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4. Combat Air Forces.(CAF) units supporting the prioritized missions listed above
(e.g. OFEF, nuclear deterrence) will be kept mission ready; the remaining CAF
units, which represent the majority, will continue to execute unit level home
station training until depletion of flying hour funds, which could occur as early as
31 May 2013 in some units.

i. The stand-down will produce severe, rapid and long-term unit combat
readiness degradation

ii. Beginning 1 October 2013 (FY14), it is estimated to take six months for
many units to regain the current, sub-optimal readiness level, which will
require additional funding above the level that would be available in a
sequestered FY14 budget. Ifno additional funding is made available, we
do not currently have a solution for rega1n1ng readiness.

5. Mobility Air Forces (MAF) units will experience degradation in key capabilities
such as air drop and aerial refueling, which will be most evident in primarily
O&M funded units such as tankers and intra-theater airlift. Lack of hours to
perform Joint Airborne/Air Transportability Training (JA/ATT) adversely impacts

_ critical Army rapid response capabilities.

6. Air Education and Training Command (AETC) will stand down advanced training
courses on 1 April in order to protect initial flying training, but we project that
even initial flying training will have to stand-down in early September.

The Air Force continues to refine planning for this unprecedented flying hour reduction,
focusing on minimizing readiness impact while supporting current operations and defense
strategic guidance. Regardless of continued planning efforts and potential changes to the
details, we are looking at relative degrees of unacceptability, caused by a strategy-
resource mismatch. We look forward to the opportunity to fully communicate projected
readiness impacts in a classified message.

. Reducing Weapons System Sustainment by as much as 18%: Pushes aircraft availability
and mission capable rates significantly below standards. The reductions impact over 30
types of aircraft and other Weapon Systems across the Total Force, resulting in 146
postponed depot inductions (some of which will lead to grounded aircraft) and 85 eng1nes
pulled from service. The C-17, A-10, C-130, KC-135, F-15, F-16, B-52, and E-8
JSTARS fleets will all be affected. The overall near term impacts of these actions is
equivalent to an approximate 1/3 reduction in depot workload for the remainder of FY13.
The missile warning and space surveillance tracking performed at radar sites at Cavalier
AFS, the AF Space Surveillance System, and Eareckson AFB AK will be reduced from
24 to only 8 hours per day operation, significantly impacting national missile defense,
space situational awareness, and the intelligence community. Sustaining engineering and
technical order support is reduced across all weapon systems. Our experience in depot
operations shows that large fluctuations in workload can have severe and negative effects
on the productivity of the workforce.

Air Force Working Capital Funds (AFWCF): The AFWCF will experience immediate,
severe impacts caused by cuts in the Depot Maintenance and Flying Hour programs. As
of the end of December, the AFWCF cash balance was already critically low at just2
days of cash. Cost control measures within the AFWCF activities over the remainder of
the FY13 will not sufficiently off-set projected revenue losses. Even minimal cutbacks in
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planned depot orders and supply chain demand could push the cash balance below zero
and cause an Anti-Deficiency Act violation.

d. Implementing civilian furloughs: Furloughs will be implemented to the maximum level
possible without initiating reduction in force procedures for Title 5 employees across the
total force (Active, Guard and Reserve). While still in the planning stages, the fiscal
constraints under sequestration could force the Air Force to furlough up to 180,000
civilian employees for up to 22 working days before 30 September 2013. This
unprecedented action would risk mission accomplishment, limit access to civilian
expertise and institutional knowledge, and decimate morale across the department. A
furlough will break faith with civilian Airmen who are critical to the Total Force success
of the Air Force and cause long term work force issues. Its consequences would
immediately be felt through a loss of 31.5 million man-hours, and civilian employees will
suffer a 20% loss in pay over a six month period. The Air Force is awaiting specific
direction from OSD on furloughs. Furlough of Title 32 Air National Guard dual status
technicians can only be directed by state Adjutants General, but we expect that states may
find Guard technician furloughs necessary to live within reduced civilian pay O&M
budgets. o

e. Reduced MAJCOM/COCOM budgets: Below are additional MAJCOM actions in the
longer-term if sequestration or topline reduction cannot be avoided:

1. Reduce Professional Military Education and Mission Readiness Training quotas.
This action has a direct and continuing impact on Airmen by denying them the
ability to meet promotion requirements. This also affects future promotion cycles
as backlogged Airmen cycle through training.

2. Reduce sustainment of the Defense Satellite Communications System by 75%,

. potentially impacting military communications worldwide.

3. Terminate support for 43 Global Combat Support System-hosted IT applications
As aresult, the Air Force will lose significant capability and will be in violation
of numerous DOD directives.

4. Reduce operational testing for RDT&E programs and systems impacting many

-agencies and installations (such as. NASA Dryden Research Center at Edwards
AFB, and Department of Energy and Sandia Labs at Kirtland AFB).
5. In addition to the reduction in FSRM contracts already underway, contracts
_ supporting training ranges, base maintenance and dining facilities contracts will
be incrementally funded; contractors will be notified on a case by case basis.

6. Suspend Air Force wide Engineering and Installation workplans to include the
new control tower at Vance AFB, the instrument landing system at Dover AFB,
the SATCOM facility at Ramstein AB and Giant Voice upgrades for multiple
commands.

f. Acquisition programs: With respect to acquisition program accounts, a year-long
continuing resolution coupled with sequestration negatively impacts weapon system
program strategies, cost, and schedules; thus, creating a protracted disruptive effect to our
modernization programs. Continued budget reductions ultimately result in delayed
delivery and/or cancellation of warfighter capabilities, and increased cost required to
modernize our aging fleet. This impedes our ability to fully support the new defense
strategy. We continue to work with USD (AT&L) to assess future program obligations
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and continue to evaluate the prioritization of our modernization programs in the event
that reprogramming between programs is allowed.

The post-sequestration actions outlined above will have devastating impacts to readiness and
operational capability. The disproportionate effect on core readiness is due to the limited amount
of reductions we can apply to programs given the limited time and flexibility remaining after
covering must-pays. This summary of sequestration impacts reflects our initial evaluation, and
we will continue to further refine our estimates of the impacts and work to mitigate them as
much as possible. We are still assessing the longer-term operational impacts and will provide
those updates by 8 February 2013 with an assessment of impacts to our acquisition programs.

From a policy standpoint, the Air Force is standing by for further guidance regarding civilian
furloughs and will work with you to implement any forthcoming direction. We also take this
opportunity to highlight a need for clear guidance on how our post-sequestration baseline will be
established. As sequestration is based on an annualized CR rate, and not the FY13 President’s
Budget, we need clarity on program baselines and specifics on tools available to mitigate impacts
and avoid Anti-Deficiency Act violations. A waiver to increase Below Threshold
Reprogramming amounts would enhance our ability to mitigate sequestration impacts. In the
case of a year-long Continuing Resolution, new start and quantity increase approval is needed to
curb additional impacts. In addition, relief from the 80/20 obligation rule and limitations such as
depot maintenance floor and 50/50 rule will provide us with essential flexibility to manage in
this turbulent environment. '

If you have questions regarding this response, please contact Ms. Marilyn Thomas at
(703) 697-4464.

éARRY 0. SéNCER

General, USAF
Vice Chief of Staff

[ /
Jamie M. Morin \

Under Secretary of the Air Force
(Acting) )

" cc:
SAF/FM
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DEPARTMENT OF THE AIR FORCE
WASHINGTON, DG

OFFICE OF THE SECRETARY FEB 15 2013

MEMORANDUM FOR DISTRIBUTION C
ALMAJCOM-FOA-DRU/CV

SUBJECT: Near-Term Guidance on FY 13 Information Technology (IT) Spending

References:

(a) USECAF/VCSAF Memo, “Fiscal Year 2013 (FY13) Near-Term Actions to Handle
Budgetary Uncertainty,” 14 Jan 2013

(b) Executive Order 13589, “Promote Efficient Spending,” 9 Nov 2011
(c) SAF/CIO A6 Memo, “Implementing Executive Order 13589,” 26 Nov 2012

1. Given the current budget uncertainty and the resulting Under Secretary and Vice Chief of
Staff of the Air Force guidance (Reference A), T further direct the following immediate actions
be taken to minimize IT expenditures to only mission-critical capabilities.

a) Limit IT hardware and software purchases via 3400 funds to mission-critical
requirements. Eliminate/defer planned IT refresh and “new start” IT projects. Where
purchases need to made, consider consolidating organizational requirements to larger
purchases to try to obtain pricing consideration.

b) Re-validate IT procurements using 3600/3080 dollars to confirm priority and immediate
mission need. Although budget authorizations up to the congressionally appropriated
amount remain, look for every opportunity to reduce or curtail spending. Defer what can
wait without causing critical mission impacts.

c¢) Evaluate current IT contracts and incrementally fund/defer where practical. Ensure use of
mandated, available NETCENTS-1 and NETCENTS-2 contracts for IT requirements to
support enterprise-wide long-term cost savings.

2. Ensure that planned mission-critical purchases are aligned and directly support the transition
to enterprise IT services where available to increase capabilities and save dollars. We are
working several enterprise initiatives with DISA, Cyberspace Superiority Core Function Lead
Integrator, MAJCOMSs, and PEO C3 I&N. While many of the initiatives below are in their early
stages, these opportumties can reduce [T expenditures across the Air Force. We will provide
specific details on the initiatives in a separate memo, and work closely with your representatives
to implement them, The initiatives include:
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a) Enterprise License Agreements (already established cost-saving AF-wide agreements for
Microsoft and Adobe),

b) Data Center Consolidation

¢) Unified Capabilities (voice/video services over IP, increased collaboration, and DoD
integration)

d) Network Security

e) Cloud Computing Services

f) DoD Enterprise Email

3. Exceptions to this direction may be made for mission-critical activities as determined by
appropriate senior officials as outlined in Reference A. Continue to report your total quarterly
FY13 IT expenditures in accordance with Reference C.

4. Nothing in this memorandum is intended to conflict with existing public law or published
DoD and AF guidance on IT Asset Management.

5. We stand ready to support your IT cost saving initiatives. Please share any initiatives that you
think may be good candidates to implement across the Air Force enterprise and we will work as
appropriate.

6. Thank you in advance for your rapid action and support. My point of contact is Mr Greg
Parlker, Chief, Resources Division, DSN 225-4442. The NETCENTS-2 POC is Mr. Robert
Smothers, AFLCMC/HICI, (334) 416-5593.

MICHAEL J. BASLA, Lt Gen, USAF
Chief, Information Dominance and
Chief Information Officer
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SECRETARY OF DEFENSE
1000 DEFENSE PENTAGON
WASHINGTON, DC 20301-1000

FEB 20 2013

The Honorable Joseph R. Biden, Jr.
President of the Senate

United States Senate

S-212 Capitol Building
Washington, DC 20510

Dear Mr. President:

In accordance with statute, I am providing a report on potential civilian furloughs within
the Department of Defense. Specifically, title 10, U.S.C., section 1597(e), provides that the
Secretary of Defense “may not implement any involuntary reduction or furlough of civilian
positions ... until the expiration of the 45-day period beginning on the date on which the
Secretary submits to Congress a report setting forth the reasons why such reduction or furloughs
are required and a description of any change in workload or positions requirements that will
result from such reductions or furloughs.” This letter provides the report and information
required by this section.

We remain hopeful that the Administration and Congress will reach an agreement to
avoid the across-the-board reductions in Federal spending required by the Budget Control Act of
2011, commonly known as “sequestration.” The Department must, however, continue to plan
for such reductions should Congress not take action prior to sequestration taking effect on March
1,2013. If sequestration is not avoided, the magnitude of the potential reductions will damage
force readiness, slow major acquisition programs, and necessitate civilian furlough actions that
will negatively affect our Federal civilian workforce. Overall, sequestration will put us on a path
toward a hollow force and inflict serious damage on our national security.

If faced with sequestration, the Defense Department will be forced to forego critical
objectives. As we make the difficult decisions about how to maintain our national security to the
greatest extent we can in light of these destructive cuts, the Department will have to consider
furloughs across the entire defense civilian workforce in order to meet the fiscal target mandated
by sequestration. Because there will be no change in the requirements for work to be performed
. by the Department’s workforce to maintain our national security, the workload on each employee
and the requirements for each position that will result from such furloughs will be increased
beyond what can reasonably be achieved. The furloughs contemplated by this notice will do real
harm to our national security. Moreover, we understand that furloughs would have serious
adverse effects on the livelihood, morale, and productivity of our workforce, and where possible
we will take steps to minimize those effects.
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Nevertheless, if required, it is my goal to apply furlough actions in a consistent and
equitable manner across the Department, though variations may occur because of the mission
and budgetary requirements of each military department and agency. Each military department
and agency within the Department will prepare detailed sequestration plans, and the Department
will submit an updated plan for operations under a sequestration to Congress, as required by
section 116(b) of the Continuing Appropriations Resolution, 2013, Public. Law 112-175.

Finally, if furlough actions prove to be necessary, every affected employee would be
subject to furlough for up to 22 discontinuous work days (176 total hours), the maximum number
of furlough days allowed without triggering additional notification requirements that follow
reduction-in-force procedures (though such an extended furlough action would still constitute a
temporary placement on non-pay/non-duty status, rather than a permanent separation from
service). We will provide affected employees the requisite advance notice before a furlough
occurs. The Department is also engaged in the necessary and appropriate discussions with
employee unions, and will discharge any applicable collective bargaining obligations that may
arise. In the event an agreement is reached that averts sequestration and restores needed funding,
we will immediately cancel any furloughs that have resulted and cease furlough planning.

While furloughs would be disruptive and damaging to our ability to carry out the defense
mission, there are no viable alternatives for the Department if sequestration actually occurs. We
will continue to work with Congress in an effort to avoid sequestration and furloughs. A similar
letter is being sent to the Speaker of the House and the defense oversight committees.

Sincerely,
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SECRETARY OF DEFENSE
1000 DEFENSE PENTAGON
WASHINGTON, DC 20301-1000

FEB 20 2013

The Honorable Harry Reid
Majority Leader

United States Senate
Washington, DC 20510

Dear Mr. Majority Leader:

In accordance with statute, I am providing a report on potential civilian furloughs within
the Department of Defense. Specifically, title 10, U.S.C., section 1597(e), provides that the
Secretary of Defense “may not implement any involuntary reduction or furlough of civilian
positions ... until the expiration of the 45-day period beginning on the date on which the
Secretary submits to Congress a report setting forth the reasons why such reduction or furloughs
are required and a description of any change in workload or positions requirements that will
result from such reductions or furloughs.” This letter provides the report and information
required by this section.

We remain hopeful that the Administration and Congress will reach an agreement to
avoid the across-the-board reductions in Federal spending required by the Budget Control Act of
2011, commonly known as “sequestration.” The Department must, however, continue to plan
for such reductions should Congress not take action prior to sequestration taking effect on March
1, 2013. If sequestration is not avoided, the magnitude of the potential reductions will damage
force readiness, slow major acquisition programs, and necessitate civilian furlough actions that
will negatively affect our Federal civilian workforce. Overall, sequestration will put us on a path
toward a hollow force and inflict serious damage on our national security.

If faced with sequestration, the Defense Department will be forced to forego critical
objectives. As we make the difficult decisions about how to maintain our national security to the
greatest extent we can in light of these destructive cuts, the Department will have to consider
furloughs across the entire defense civilian workforce in order to meet the fiscal target mandated
by sequestration. Because there will be no change in the requirements for work to be performed
by the Department’s workforce to maintain our national security, the workload on each employee
and the requirements for each position that will result from such furloughs will be increased
beyond what can reasonably be achieved. The furloughs contemplated by this notice will do real
harm to our national security. Moreover, we understand that furloughs would have serious
adverse effects on the livelihood, morale, and productivity of our workforce, and where possible
we will take steps to minimize those effects.
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Nevertheless, if required, it is my goal to apply furlough actions in a consistent and
equitable manner across the Department, though variations may occur because of the mission
and budgetary requirements of each military department and agency. Each military department
and agency within the Department will prepare detailed sequestration plans, and the Department
will submit an updated plan for operations under a sequestration to Congress, as required by
section 116(b) of the Continuing Appropriations Resolution, 2013, Public. Law 112-175.

Finally, if furlough actions prove to be necessary, every affected employee would be
subject to furlough for up to 22 discontinuous work days (176 total hours), the maximum number
of furlough days allowed without triggering additional notification requirements that follow
reduction-in-force procedures (though such an extended furlough action would still constitute a
temporary placement on non-pay/non-duty status, rather than a permanent separation from
service). We will provide affected employees the requisite advance notice before a furlough
occurs. The Department is also engaged in the necessary and appropriate discussions with
employee unions, and will discharge any applicable collective bargaining obligations that may
arise. In the event an agreement is reached that averts sequestration and restores needed funding,
we will immediately cancel any furloughs that have resulted and cease furlough planning.

While furloughs would be disruptive and damaging to our ability to carry out the defense
mission, there are no viable alternatives for the Department if sequestration actually occurs. We
will continue to work with Congress in an effort to avoid sequestration and furloughs. A similar
letter is being sent to the President of the Senate, the Speaker of the House, and the defense
oversight committees.

Sincerely,

cc:
The Honorable Mitch McConnell
Minority Leader
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SECRETARY OF DEFENSE
1000 DEFENSE PENTAGON
WASHINGTON, DC 20301-1000

FEB 20 2013

The Honorable John A. Boehner
Speaker of the House

U.S. House of Representatives
Washington, DC 20515

Dear Mr. Speaker:

In accordance with statute, I am providing a report on potential civilian furloughs within
the Department of Defense. Specifically, title 10, U.S.C., section 1597(¢), provides that the
Secretary of Defense “may not implement any involuntary reduction or furlough of civilian
positions ... until the expiration of the 45-day period beginning on the date on which the
Secretary submits to Congress a report setting forth the reasons why such reduction or furloughs
are required and a description of any change in workload or positions requirements that will
result from such reductions or furloughs.” This letter provides the report and information
required by this section.

We remain hopeful that the Administration and Congress will reach an agreement to
avoid the across-the-board reductions in Federal spending required by the Budget Control Act of
2011, commonly known as “sequestration.” The Department must, however, continue to plan
for such reductions should Congress not take action prior to sequestration taking effect on March
1,2013. If sequestration is not avoided, the magnitude of the potential reductions will damage
force readiness, slow major acquisition programs, and necessitate civilian furlough actions that
will negatively affect our Federal civilian workforce. Overall, sequestration will put us on a path
toward a hollow force and inflict serious damage on our national security.

If faced with sequestration, the Defense Department will be forced to forego critical
objectives. As we make the difficult decisions about how to maintain our national security to the
greatest extent we can in light of these destructive cuts, the Department will have to consider
furloughs across the entire defense civilian workforce in order to meet the fiscal target mandated
by sequestration. Because there will be no change in the requirements for work to be performed
by the Department’s workforce to maintain our national security, the workload on each employee
~ and the requirements for each position that will result from such furloughs will be increased
beyond what can reasonably be achieved. The furloughs contemplated by this notice will do real
harm to our national security. Moreover, we understand that furloughs would have serious
adverse effects on the livelihood, morale, and productivity of our workforce, and where possible
we will take steps to minimize those effects.
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Nevertheless, if required, it is my goal to apply furlough actions in a consistent and
equitable manner across the Department, though variations may occur because of the mission
and budgetary requirements of each military department and agency. Each military department
and agency within the Department will prepare detailed sequestration plans, and the Department
will submit an updated plan for operations under a sequestration to Congress, as required by
section 116(b) of the Continuing Appropriations Resolution, 2013, Public. Law 112-175.

Finally, if furlough actions prove to be necessary, every affected employee would be
subject to furlough for up to 22 discontinuous work days (176 total hours), the maximum number
of furlough days allowed without triggering additional notification requirements that follow
reduction-in-force procedures (though such an extended furlough action would still constitute a
temporary placement on non-pay/non-duty status, rather than a permanent separation from
service). We will provide affected employees the requisite advance notice before a furlough
occurs. The Department is also engaged in the necessary and appropriate discussions with
employee unions, and will discharge any applicable collective bargaining obligations that may
arise. In the event an agreement is reached that averts sequestration and restores needed funding,
we will immediately cancel any furloughs that have resulted and cease furlough planning.

While furloughs would be disruptive and damaging to our ability to carry out the defense
mission, there are no viable alternatives for the Department if sequestration actually occurs. We
will continue to work with Congress in an effort to avoid sequestration and furloughs. A similar
letter is being sent to the President of the Senate and the defense oversight committees.

Sincerely,

cc:
The Honorable Nancy Pelosi
Minority Leader

049



Air Force Administrative Record for FY 2013 Furlough Appeals

SECRETARY OF DEFENSE
1000 DEFENSE PENTAGON
WASHINGTON. DC 20301-1000

FEB 2 0 2013

The Honorable Carl Levin
Chairman

Committee on Armed Services
United States Senate
Washington, DC 20510

Dear Mr. Chairman:

In accordance with statute, I am providing a report on potential civilian furloughs within
the Department of Defense. Specifically, title 10, U.S.C., section 1597(e), provides that the
Secretary of Defense “may not implement any involuntary reduction or furlough of civilian
positions ... until the expiration of the 45-day period beginning on the date on which the
Secretary submits to Congress a report setting forth the reasons why such reduction or furloughs
are required and a description of any change in workload or positions requirements that will
result from such reductions or furloughs.” This letter provides the report and information
required by this section.

We remain hopeful that the Administration and Congress will reach an agreement to
avoid the across-the-board reductions in Federal spending required by the Budget Control Act of
2011, commonly known as “sequestration.” The Department must, however, continue to plan
for such reductions should Congress not take action prior to sequestration taking effect on March
1, 2013. If sequestration is not avoided, the magnitude of the potential reductions will damage
force readiness, slow major acquisition programs, and necessitate civilian furlough actions that
will negatively affect our Federal civilian workforce. Overall, sequestration will put us on a path
toward a hollow force and inflict serious damage on our national security.

If faced with sequestration, the Defense Department will be forced to forego critical
objectives. As we make the difficult decisions about how to maintain our national security to the
greatest extent we can in light of these destructive cuts, the Department will have to consider
furloughs across the entire defense civilian workforce in order to meet the fiscal target mandated
by sequestration. Because there will be no change in the requirements for work to be performed
. by the Department’s workforce to maintain our national security, the workload on each employee
and the requirements for each position that will result from such furloughs will be increased
beyond what can reasonably be achieved. The furloughs contemplated by this notice will do real
harm to our national security. Moreover, we understand that furloughs would have serious
adverse effects on the livelihood, morale, and productivity of our workforce, and where possible
we will take steps to minimize those effects.
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Nevertheless, if required, it is my goal to apply furlough actions in a consistent and
equitable manner across the Department, though variations may occur because of the mission
and budgetary requirements of each military department and agency. Each military department
and agency within the Department will prepare detailed sequestration plans, and the Department
will submit an updated plan for operations under a sequestration to Congress, as required by
section 116(b) of the Continuing Appropriations Resolution, 2013, Public. Law 112-175.

Finally, if furlough actions prove to be necessary, every affected employee would be
subject to furlough for up to 22 discontinuous work days (176 total hours), the maximum number
of furlough days allowed without triggering additional notification requirements that follow
reduction-in-force procedures (though such an extended furlough action would still constitute a
temporary placement on non-pay/non-duty status, rather than a permanent separation from
service). We will provide affected employees the requisite advance notice before a furlough
occurs. The Department is also engaged in the necessary and appropriate discussions with
employee unions, and will discharge any applicable collective bargaining obligations that may
arise. In the event an agreement is reached that averts sequestration and restores needed funding,
we will immediately cancel any furloughs that have resulted and cease furlough planning.

While furloughs would be disruptive and damaging to our ability to carry out the defense
mission, there are no viable alternatives for the Department if sequestration actually occurs. We
will continue to work with Congress in an effort to avoid sequestration and furloughs. A similar
letter is being sent to the President of the Senate, the Speaker of the House, and the other defense
oversight committees.

Sincerely,

cc:
The Honorable James M. Inhofe
Ranking Member
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SECRETARY OF DEFENSE
1000 DEFENSE PENTAGON
WASHINGTON, DC 20301-1000

FEB 2 0 2013

The Honorable Barbara A. Mikulski
Chairwoman

Committee on Appropriations
United States Senate

Washington, DC 20510

Dear Madam Chairwoman:

In accordance with statute, I am providing a report on potential civilian furloughs within
the Department of Defense. Specifically, title 10, U.S.C., section 1597(e), provides that the
Secretary of Defense “may not implement any involuntary reduction or furlough of civilian
positions ... until the expiration of the 45-day period beginning on the date on which the
Secretary submits to Congress a report setting forth the reasons why such reduction or furloughs
are required and a description of any change in workload or positions requirements that will
result from such reductions or furloughs.” This letter provides the report and information
required by this section.

We remain hopeful that the Administration and Congress will reach an agreement to
avoid the across-the-board reductions in Federal spending required by the Budget Control Act of
2011, commonly known as “sequestration.” The Department must, however, continue to plan
for such reductions should Congress not take action prior to sequestration taking effect on March
1, 2013. If sequestration is not avoided, the magnitude of the potential reductions will damage
force readiness, slow major acquisition programs, and necessitate civilian furlough actions that
will negatively affect our Federal civilian workforce. Overall, sequestration will put us on a path
toward a hollow force and inflict serious damage on our national security.

If faced with sequestration, the Defense Department will be forced to forego critical
objectives. As we make the difficult decisions about how to maintain our national security to the
greatest extent we can in light of these destructive cuts, the Department will have to consider
furloughs across the entire defense civilian workforce in order to meet the fiscal target mandated
by sequestration. Because there will be no change in the requirements for work to be performed
. by the Department’s workforce to maintain our national security, the workload on each employee
and the requirements for each position that will result from such furloughs will be increased
beyond what can reasonably be achieved. The furloughs contemplated by this notice will do real
harm to our national security. Moreover, we understand that furloughs would have serious
adverse effects on the livelihood, morale, and productivity of our workforce, and where possible
we will take steps to minimize those effects.
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Nevertheless, if required, it is my goal to apply furlough actions in a consistent and
equitable manner across the Department, though variations may occur because of the mission
and budgetary requirements of each military department and agency. Each military department
and agency within the Department will prepare detailed sequestration plans, and the Department
will submit an updated plan for operations under a sequestration to Congress, as required by
section 116(b) of the Continuing Appropriations Resolution, 2013, Public. Law 112-175.

Finally, if furlough actions prove to be necessary, every affected employee would be
subject to furlough for up to 22 discontinuous work days (176 total hours), the maximum number
of furlough days allowed without triggering additional notification requirements that follow
reduction-in-force procedures (though such an extended furlough action would still constitute a
temporary placement on non-pay/non-duty status, rather than a permanent separation from
service). We will provide affected employees the requisite advance notice before a furlough
occurs. The Department is also engaged in the necessary and appropriate discussions with
employee unions, and will discharge any applicable collective bargaining obligations that may
arise. In the event an agreement is reached that averts sequestration and restores needed funding,
we will immediately cancel any furloughs that have resulted and cease furlough planning.

While furloughs would be disruptive and damaging to our ability to carry out the defense
mission, there are no viable alternatives for the Department if sequestration actually occurs. We
will continue to work with Congress in an effort to avoid sequestration and furloughs. A similar
letter is being sent to the President of the Senate, the Speaker of the House, and the other defense
oversight committees.

Sincerely,

cc:
The Honorable Richard C. Shelby
Vice Chairman
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SECRETARY OF DEFENSE
1000 DEFENSE PENTAGON
WASHINGTON, DC 20301-1000

FEB 20 2013

The Honorable Richard J. Durbin
Chairman

Subcommittee on Defense
Committee on Appropriations
United States Senate
Washington, DC 20510

Dear Mr. Chairman:

In accordance with statute, I am providing a report on potential civilian furloughs within
the Department of Defense. Specifically, title 10, U.S.C., section 1597(e), provides that the
Secretary of Defense “may not implement any involuntary reduction or furlough of civilian
positions ... until the expiration of the 45-day period beginning on the date on which the
Secretary submits to Congress a report setting forth the reasons why such reduction or furloughs
are required and a description of any change in workload or positions requirements that will
result from such reductions or furloughs.” This letter provides the report and information
required by this section.

We remain hopeful that the Administration and Congress will reach an agreement to
avoid the across-the-board reductions in Federal spending required by the Budget Control Act of
2011, commonly known as “sequestration.” The Department must, however, continue to plan
for such reductions should Congress not take action prior to sequestration taking effect on March
1, 2013. If sequestration is not avoided, the magnitude of the potential reductions will damage
force readiness, slow major acquisition programs, and necessitate civilian furlough actions that
will negatively affect our Federal civilian workforce. Overall, sequestration will put us on a path
toward a hollow force and inflict serious damage on our national security.

If faced with sequestration, the Defense Department will be forced to forego critical
objectives. As we make the difficult decisions about how to maintain our national security to the
greatest extent we can in light of these destructive cuts, the Department will have to consider
furloughs across the entire defense civilian workforce in order to meet the fiscal target mandated
. by sequestration. Because there will be no change in the requirements for work to be performed
by the Department’s workforce to maintain our national security, the workload on each employee
and the requirements for each position that will result from such furloughs will be increased
beyond what can reasonably be achieved. The furloughs contemplated by this notice will do real
harm to our national security. Moreover, we understand that furloughs would have serious
adverse effects on the livelihood, morale, and productivity of our workforce, and where possible
we will take steps to minimize those effects.

<
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Nevertheless, if required, it is my goal to apply furlough actions in a consistent and
equitable manner across the Department, though variations may occur because of the mission
and budgetary requirements of each military department and agency. Each military department
and agency within the Department will prepare detailed sequestration plans, and the Department
will submit an updated plan for operations under a sequestration to Congress, as required by
section 116(b) of the Continuing Appropriations Resolution, 2013, Public. Law 112-175.

Finally, if furlough actions prove to be necessary, every affected employee would be
subject to furlough for up to 22 discontinuous work days (176 total hours), the maximum number
of furlough days allowed without triggering additional notification requirements that follow
reduction-in-force procedures (though such an extended furlough action would still constitute a
temporary placement on non-pay/non-duty status, rather than a permanent separation from
service). We will provide affected employees the requisite advance notice before a furlough
occurs. The Department is also engaged in the necessary and appropriate discussions with
employee unions, and will discharge any applicable collective bargaining obligations that may
arise. In the event an agreement is reached that averts sequestration and restores needed funding,
we will immediately cancel any furloughs that have resulted and cease furlough planning.

While furloughs would be disruptive and damaging to our ability to carry out the defense
mission, there are no viable alternatives for the Department if sequestration actually occurs. We
will continue to work with Congress in an effort to avoid sequestration and furloughs. A similar
letter is being sent to the President of the Senate, the Speaker of the House, and the other defense
oversight committees.

Sincerely,

cc:
The Honorable Thad Cochran
Vice Chairman
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SECRETARY OF DEFENSE
1000 DEFENSE PENTAGON
WASHINGTON, DC 20301-1000

FEB 2 0 2013

The Honorable Harold Rogers
Chairman

Committee on Appropriations
U.S. House of Representatives
Washington, DC 20515

Dear Mr. Chairman:

In accordance with statute, I am providing a report on potential civilian furloughs within
the Department of Defense. Specifically, title 10, U.S.C., section 1597(e), provides that the
Secretary of Defense “may not implement any involuntary reduction or furlough of civilian
positions ... until the expiration of the 45-day period beginning on the date on which the
Secretary submits to Congress a report setting forth the reasons why such reduction or furloughs
are required and a description of any change in workload or positions requirements that will
result from such reductions or furloughs.” This letter provides the report and information
required by this section.

We remain hopeful that the Administration and Congress will reach an agreement to
avoid the across-the-board reductions in Federal spending required by the Budget Control Act of
2011, commonly known as “sequestration.” The Department must, however, continue to plan
for such reductions should Congress not take action prior to sequestration taking effect on March
1,2013. If sequestration is not avoided, the magnitude of the potential reductions will damage
force readiness, slow major acquisition programs, and necessitate civilian furlough actions that
will negatively affect our Federal civilian workforce. Overall, sequestration will put us on a path
toward a hollow force and inflict serious damage on our national security.

If faced with sequestration, the Defense Department will be forced to forego critical
objectives. As we make the difficult decisions about how to maintain our national security to the
greatest extent we can in light of these destructive cuts, the Department will have to consider
furloughs across the entire defense civilian workforce in order to meet the fiscal target mandated
by sequestration. Because there will be no change in the requirements for work to be performed
. by the Department’s workforce to maintain our national security, the workload on each employee
and the requirements for each position that will result from such furloughs will be increased
beyond what can reasonably be achieved. The furloughs contemplated by this notice will do real
harm to our national security. Moreover, we understand that furloughs would have serious
adverse effects on the livelihood, morale, and productivity of our workforce, and where possible
we will take steps to minimize those effects.
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Nevertheless, if required, it is my goal to apply furlough actions in a consistent and
equitable manner across the Department, though variations may occur because of the mission
and budgetary requirements of each military department and agency. Each military department
and agency within the Department will prepare detailed sequestration plans, and the Department
will submit an updated plan for operations under a sequestration to Congress, as required by
section 116(b) of the Continuing Appropriations Resolution, 2013, Public. Law 112-175.

Finally, if furlough actions prove to be necessary, every affected employee would be
subject to furlough for up to 22 discontinuous work days (176 total hours), the maximum number
of furlough days allowed without triggering additional notification requirements that follow
reduction-in-force procedures (though such an extended furlough action would still constitute a
temporary placement on non-pay/non-duty status, rather than a permanent separation from
service). We will provide affected employees the requisite advance notice before a furlough
occurs. The Department is also engaged in the necessary and appropriate discussions with
employee unions, and will discharge any applicable collective bargaining obligations that may
arise. In the event an agreement is reached that averts sequestration and restores needed funding,
we will immediately cancel any furloughs that have resulted and cease furlough planning.

While furloughs would be disruptive and damaging to our ability to carry out the defense
mission, there are no viable alternatives for the Department if sequestration actually occurs. We
will continue to work with Congress in an effort to avoid sequestration and furloughs. A similar
letter is being sent to the President of the Senate, the Speaker of the House, and the other defense
oversight committees.

Sincerely,

cc:
The Honorable Nita M. Lowey
Ranking Member
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SECRETARY OF DEFENSE
1000 DEFENSE PENTAGON
WASHINGTON, DC 20301-1000

FEB 2 0 2013

The Honorable Howard P. “Buck” McKeon
Chairman
Committee on Armed Services

U.S. House of Representatives
Washington, DC 20515

Dear Mr. Chairman:

In accordance with statute, I am providing a report on potential civilian furloughs within
the Department of Defense. Specifically, title 10, U.S.C., section 1597(e), provides that the
Secretary of Defense “may not implement any involuntary reduction or furlough of civilian
positions ... until the expiration of the 45-day period beginning on the date on which the
Secretary submits to Congress a report setting forth the reasons why such reduction or furloughs
are required and a description of any change in workload or positions requirements that will
result from such reductions or furloughs.” This letter provides the report and information
required by this section.

We remain hopeful that the Administration and Congress will reach an agreement to
avoid the across-the-board reductions in Federal spending required by the Budget Control Act of
2011, commonly known as “sequestration.” The Department must, however, continue to plan
for such reductions should Congress not take action prior to sequestration taking effect on March
1, 2013. If sequestration is not avoided, the magnitude of the potential reductions will damage
force readiness, slow major acquisition programs, and necessitate civilian furlough actions that
will negatively affect our Federal civilian workforce. Overall, sequestration will put us on a path
toward a hollow force and inflict serious damage on our national security.

If faced with sequestration, the Defense Department will be forced to forego critical
objectives. As we make the difficult decisions about how to maintain our national security to the
greatest extent we can in light of these destructive cuts, the Department will have to consider
furloughs across the entire defense civilian workforce in order to meet the fiscal target mandated
by sequestration. Because there will be no change in the requirements for work to be performed
_ by the Department’s workforce to maintain our national security, the workload on each employee
and the requirements for each position that will result from such furloughs will be increased
beyond what can reasonably be achieved. The furloughs contemplated by this notice will do real
harm to our national security. Moreover, we understand that furloughs would have serious
adverse effects on the livelihood, morale, and productivity of our workforce, and where possible
we will take steps to minimize those effects.
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Nevertheless, if required, it is my goal to apply furlough actions in a consistent and
equitable manner across the Department, though variations may occur because of the mission
and budgetary requirements of each military department and agency. Each military department
and agency within the Department will prepare detailed sequestration plans, and the Department
will submit an updated plan for operations under a sequestration to Congress, as required by
section 116(b) of the Continuing Appropriations Resolution, 2013, Public. Law 112-175.

Finally, if furlough actions prove to be necessary, every affected employee would be
subject to furlough for up to 22 discontinuous work days (176 total hours), the maximum number
of furlough days allowed without triggering additional notification requirements that follow
reduction-in-force procedures (though such an extended furlough action would still constitute a
temporary placement on non-pay/non-duty status, rather than a permanent separation from
service). We will provide affected employees the requisite advance notice before a furlough
occurs. The Department is also engaged in the necessary and appropriate discussions with
employee unions, and will discharge any applicable collective bargaining obligations that may
arise. In the event an agreement is reached that averts sequestration and restores needed funding,
we will immediately cancel any furloughs that have resulted and cease furlough planning. -

While furloughs would be disruptive and damaging to our ability to carry out the defense
mission, there are no viable alternatives for the Department if sequestration actually occurs. We
will continue to work with Congress in an effort to avoid sequestration and furloughs. A similar
letter is being sent to the President of the Senate, the Speaker of the House, and the other defense
oversight committees.

Sincerely,

ce:
The Honorable Adam Smith
Ranking Member
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SECRETARY OF DEFENSE
1000 DEFENSE PENTAGON
WASHINGTON, DC 20301-1000

FEB 20 2013

The Honorable C.W. Bill Young
Chairman

Subcommittee on Defense
Committee on Appropriations
U.S. House of Representatives
Washington, DC 20515

Dear Mr. Chairman:

In accordance with statute, I am providing a report on potential civilian furloughs within
the Department of Defense. Specifically, title 10, U.S.C., section 1597(e), provides that the
Secretary of Defense “may not implement any involuntary reduction or furlough of civilian
positions ... until the expiration of the 45-day period beginning on the date on which the
Secretary submits to Congress a report setting forth the reasons why such reduction or furloughs
are required and a description of any change in workload or positions requirements that will
result from such reductions or furloughs.” This letter provides the report and information
required by this section.

We remain hopeful that the Administration and Congress will reach an agreement to
avoid the across-the-board reductions in Federal spending required by the Budget Control Act of
2011, commonly known as “sequestration.” The Department must, however, continue to plan
for such reductions should Congress not take action prior to sequestration taking effect on March
1,2013. If sequestration is not avoided, the magnitude of the potential reductions will damage
force readiness, slow major acquisition programs, and necessitate civilian furlough actions that
will negatively affect our Federal civilian workforce. Overall, sequestration will put us on a path
toward a hollow force and inflict serious damage on our national security.

If faced with sequestration, the Defense Department will be forced to forego critical
objectives. As we make the difficult decisions about how to maintain our national security to the
greatest extent we can in light of these destructive cuts, the Department will have to consider
furloughs across the entire defense civilian workforce in order to meet the fiscal target mandated
. by sequestration. Because there will be no change in the requirements for work to be performed
by the Department’s workforce to maintain our national security, the workload on each employee
and the requirements for each position that will result from such furloughs will be increased
beyond what can reasonably be achieved. The furloughs contemplated by this notice will do real
harm to our national security. Moreover, we understand that furloughs would have serious
adverse effects on the livelihood, morale, and productivity of our workforce, and where possible
we will take steps to minimize those effects.
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Nevertheless, if required, it is my goal to apply furlough actions in a consistent and
equitable manner across the Department, though variations may occur because of the mission
and budgetary requirements of each military department and agency. Each military department
and agency within the Department will prepare detailed sequestration plans, and the Department
will submit an updated plan for operations under a sequestration to Congress, as required by
section 116(b) of the Continuing Appropriations Resolution, 2013, Public. Law 112-175.

Finally, if furlough actions prove to be necessary, every affected employee would be
subject to furlough for up to 22 discontinuous work days (176 total hours), the maximum number
of furlough days allowed without triggering additional notification requirements that follow
reduction-in-force procedures (though such an extended furlough action would still constitute a
temporary placement on non-pay/non-duty status, rather than a permanent separation from
service). We will provide affected employees the requisite advance notice before a furlough
occurs. The Department is also engaged in the necessary and appropriate discussions with
employee unions, and will discharge any applicable collective bargaining obligations that may
arise. In the event an agreement is reached that averts sequestration and restores needed funding,
we will immediately cancel any furloughs that have resulted and cease furlough planning.

While furloughs would be disruptive and damaging to our ability to carry out the defense
mission, there are no viable alternatives for the Department if sequestration actually occurs. We
will continue to work with Congress in an effort to avoid sequestration and furloughs. A similar
letter is being sent to the President of the Senate, the Speaker of the House, and the other defense
oversight committees.

Sincerely,

ce:
The Honorable Peter J. Visclosky
Ranking Member
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Working with your component heads and supervisors, the Department’s leaders will
continue to keep you informed. As we deal with these difficult issues, I want to thank you for
your patience, hard work, and continued dedication to our mission of protecting the country.

Our most important asset in the Department is our world-class personnel. You are
fighting every day to keep our country strong and secure, and rest assured that the leaders of this
Department will continue to fight with you and for you.
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Component heads, as well as field commanders and line managers, are urged to be particularly vigilant
to prevent the inappropriate conversion of work to contract performance.

Additionally, limits on contracted support spending enacted in section 808 of the National
Defense Authorization Act for Fiscal Year 2012, Public Law 112-81, and implemented via reference
(c) still apply. The statutory obligations in section 2330a of title 10, United States Code, to minimize
reliance on contract performance of work closely associated with inherently governmental functions
(see illustrative examples at enclosure 2) remain in force. Moreover, the guidance in reference (¢) to
achieve reductions of such reliance, as well as in staff augmentation contract support, remains in effect.
Planning for budgetary uncertainty does not relieve DoD Components from compliance with these
mandates.

As we continue planning during this period of budgetary uncertainty, the Department must also
ensure military personnel are not inappropriately utilized, particularly in a manner that may degrade
readiness or result in unnecessary costs to the Department. Consistent with references (d) and (e),
except in extraordinary, and typically temporary, circumstances, individual military personnel or units
should not perform functions or work that is not military essential (see illustrative examples in
enclosure 3). The use of “borrowed” or “repurposed” military can harm readiness and operational
capabilities by diverting service members from training or performance of military essential functions,
particularly when military members are required to work outside of their occupational specialties. In
addition to the risk of hollowing the force, this practice could adversely impact the All-Volunteer
Force and have negative effects on the recruitment, retention, and career progression of individual
members. During this period of budgetary uncertainty, military units may perform work previously
performed by civilian employees or contracted support as part of a rotation base for an operational
capability (if this has been reflected in Operational Orders), provided this is done on a limited and
temporary basis. In the event of sequestration, where military personnel accounts are exempted, there
may be instances where military personnel can be used on a short-term, emergency basis to satisfy a
demand that is of mission critical importance.

Please ensure maximum distribution of this memorandum throughout your organization,
particularly to your manpower, personnel, and resourcing communities. Questions regarding
application and implementation of this memorandum should be addressed to the following points of
contact within the Office of Total Force Planning & Requirements: Mr. Thomas Hessel
(thomas.hessel@osd.mil or 703-697-3402), and Ms. Amy Parker (amy.parker@osd.mil or 703-697-
1735). Thank you for your support in the mitigating risks from budgetary uncertainty that could
adversely affect the sustainability and readiness of the All Volunteer Force.

Frederick Vollrath

Principal Deputy Assistant Secretary of Defense for
Readiness and Force Management
Performing the Duties of the Assistant Secretary of
Defense for Readiness and Force Management

Enclosures: As stated
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Enclosure 1

Non-Exhaustive Examples of Inherently Governmental Functions
(Extract from Office of Federal Procurement Policy Letter 11-1 (September 12, 2011)

=

The direct conduct of criminal investigation.

2. The control of prosecutions and performance of adjudicatory functions (other than those

relating to arbitration or other methods of alternative dispute resolution).

The command of military forces.

Combat.

Security provided under any of the circumstances set out below. This provision should

not be interpreted to preclude contractors taking action in self-defense or defense of

others against the imminent threat of death or serious injury. (a) Security operations

performed in direct support of combat as part of a larger integrated armed force. (b)

Security operations performed in environments where, in the judgment of the responsible

Federal official, there is significant potential for the security operations to evolve into

combat. (c) Security that entails augmenting or reinforcing others (whether private

security contractors, civilians, or military units) that have become engaged in combat.

6. The conduct of foreign relations and the determination of foreign policy.

7. The determination of agency policy, such as determining the content and application of
regulations.

8. The determination of budget policy, guidance, and strategy.

9. The determination of Federal program priorities or budget requests.

10. The selection or non-selection of individuals for Federal Government employment,
including the interviewing of individuals for employment.

11. The direction and control of Federal employees.

12. The direction and control of intelligence and counter-intelligence operations.

13. The approval of position descriptions and performance standards for Federal employees.

14. The determination of what government property is to be disposed of and on what terms
(although an agency may give contractors authority to dispose of property at prices with
specified ranges and subject to other reasonable conditions deemed appropriate by the
agency).

15. In Federal procurement activities with respect to prime contracts:

(a) determining what supplies or services are to be acquired by the government

(b) participating as a voting member on any source selection boards;

(c) approving of any contractual documents, including documents defining requirements,
incentive plans and evaluation criteria;

(d) determining that prices are fair and reasonable;

(e) awarding contracts;

(f) administering contracts (including ordering changers in contact performance or
contact quantities, making final determinations about a contractor’s performance,
including approving award fee determinations or past performance evaluations and
taking action based on those evaluations, and accepting or rejecting contractor
products or services);

(g) terminating contracts

(h) determining whether contact costs are reasonable, allocable, and allowable;

(i) And participating as a voting member on performance evaluation boards.

o~ w
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Enclosure 1

The selection of grant and cooperative agreement recipients including: (a) approval of
agreement activities; (b) negotiating the scope of work to be conducted under
grants/cooperative agreements; (c) approval of modifications to grant/cooperative
agreement budgets and activities; and (d) performance monitoring.

The approval of agency responses to Freedom of Information Act requests (other than
routine responses that, because of statute, regulation, or agency policy, do not require the
exercise of judgment in determining whether documents are to be released or withheld),
and the approval of agency response to the administrative appeals of denials of Freedom
of Information Act requests.

The conduct of administrative hearings to determine the eligibility of any person for a
security clearance, or involving actions that affect matters of personal reputation or
eligibility to participate in government programs.

The approval of Federal licensing actions and inspections.

The collection, control, and disbursement of fees, royalties, duties, fines, taxes and other
public funds, unless authorized by statute, such as title 31 Untied States Code section 952
(relating to private collection contractors) and title 31 United States Code section 3718
(Relating to private attorney collection services), but not including (a) collection of fees,
fines, penalties, costs or other charges form visitors to or patrons of mess halls, post or
base exchange concessions, national parks, and similar entities or activities, or from other
persons, where the amount to be collected is predetermined or can be readily calculated
and the funds collected can be readily controlled using standard cash management
techniques; and (b) routine voucher and invoice examination.

The control of the Treasury accounts.

The administration of public trusts.

The drafting of official agency proposals for legislation, Congressional testimony
responses to Congressional correspondence, or responses to audit reports from an
inspector general, the Government Accountability Office, or other Federal audit entity.
Representation of the government before administrative and judicial tribunals, unless
statute expressly authorizes the use of attorney whose services are procured through
contract.

Statutory Restrictions on Contracting
(Title 10 United States Code Section 2465)

Except as provided in subsection (b), funds appropriated to Department of Defense may
not be obligated or expended for the purpose of entering into a contract for the
performance of fire-fighting or security-guard functions at any military installation or
facility.

(b) The prohibition in subsection (a) does not apply to the following contracts:

(1) A contract to be carried out at a location outside the United States (including its
commonwealths, territories, and possessions) at which members of the armed forces
would have to be used for the performance of a function described in subsection (a) at
the expense of unit readiness.

(2) (2) A contract to be carried out on a Government-owned but privately operated
installation.

074



Air Force Administrative Record for FY 2013 Furlough Appeals

Enclosure 1

(3) A contract (or the renewal of a contract) for the performance of a function under
contract on September 24, 1983.
(4) A contract for the performance of firefighting functions if the contract is-
(A) for a period of one year or less; and
(B) covers only the performance of firefighting functions that, in the absence of
the contract, would have to be performed by members of the armed forces
who are not readily available to perform such functions by reason of a
deployment.
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Enclosure 2

Non-Exhaustive Examples of Closely Associated With Inherently Governmental Functions
(Extract from Office of Federal Procurement Policy Letter 11-1 (September 12, 2011)

1. Services in support of inherently governmental functions, including, but not limited to the
following:

a. Performing budget preparation activities, such as workload modeling, fact
finding, efficiency studies, and should-cost analysis.

b. Undertaking activities to support agency planning and reorganization.

c. Providing support for developing policies, including drafting documents, and
conducting analyses, feasibility studies, and strategy options.

d. Providing services to support the development of regulations and legislative
proposals pursuant to specific policy direction.

e. Supporting acquisition, including in the areas of:

i. Acquisition planning, such as by conducting market research; developing
inputs for government cost estimates, and drafting statements of work and
other pre-award documents.

ii. Source selection, such as by preparing a technical evaluation and
associated documentation; participating as a technical advisor to a source
selection board or as a nonvoting member of a source selection evaluation
board; and drafting the price negotiations memorandum.

iii. Contract management, such as by assisting in the evaluation of a
contractor’s performance (e.g. by collecting information performing an
analysis, or making a recommendation for a proposed performance rating),
and providing support for assessing contract claims and preparing
termination settlement documents.

f. Preparation of responses to Freedom of Information Act requests.

2. Work in a situation that permits or might permit access to confidential business
information or other sensitive information (other than situations covered by the National
Industrial Security Program described in Federal Acquisition Regulation 4.402(b)).

3. Dissemination of information regarding agency policies or regulations, such as
conducting community relations campaigns, or conducting agency training courses.

4. Participation in a situation where it might be assumed that participants are agency

employees or representatives, such as attending conferences on behalf of an agency.

Services as arbitrators or provision of alternative dispute resolution (ADR) services.

6. Construction of buildings or structures intended to be secure form electronic

eavesdropping or other penetration by foreign governments.

Provision of inspection services.

8. Provision of legal advice and interpretations of regulations and statutes to government
officials.

9. Provision of non-law enforcement security activities that do not directly involve criminal
investigations, such as prisoner detention or transport and non-military national security
details.

o
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Enclosure 3

Examples of Military Essential Functions
(summarized from DoD Instruction 1100.22)

Missions involving operational risks and combatant status under the Law of War.
Specialized collective and individual training requiring military unique knowledge and
skills based on recent operational experience

Independent advice to senior civilian leadership in Department requiring military unique
knowledge and skills based on recent operational experience

Command and control arrangements best performed within the Uniform Code of Military
Justice.

Rotation base for an operational capability.

Career progression.

Esprit de corps (such as military recruiters, military bands)
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THE SECRETARY OF THE AIR FORCE

CHIEF OF STAFF, UNITED STATES AIR FORCE
WASHINGTON DC

FEB 25 2013

MEMORANDUM FOR DEPARTMENT OF THE AIR FORCE CIVILIAN EMPLOYEES
SUBJECT: A Difficult Time for Civilian Airmen

The United States Air Force would not be the best in the world without your daily contributions
as vital members of the Air Force family and the joint team. You are integral to nearly every part of the
mission, from processing recruits and running family programs, to managing budgets and developing
strategy. You fix airplanes, sustain infrastructure, design and develop future systems, and deploy to
support combatant commanders. You serve with integrity, selflessness, and excellence. You are Airmen
and we thank you for all you do.

On February 20, 2013, the Secretary of Defense advised Congress that if sequestration is not
averted, the Department of Defense (DoD) intends to implement a civilian furlough of up to 22 days,
likely beginning in late April and spread over the remainder of the fiscal year. A furlough of any part of
our civilian force would undermine our mission and break faith with our people. Your Air Force is still
vigorously engaged alongside the rest of the Administration to avoid sequestration, which is the triggering

.mechanism that would make a furlough necessary. Unfortunately, if Congress does not act, virtually all
of our active duty, Guard, Reserve, and civilian Airmen would feel the impact on their personal finances,
and the entire Air Force would experience a degradation of readiness and capability.

The leadership throughout the Air Force will work hard to guide us all through this turbulent
time, but we are concerned about you and your families. Each Air Force base has an Employee
Assistance Program with capacity to help, as does each Airmen and Family Readiness Center. Although
the Air Force Aid Society (AFAS) is limited by its charter, if you are retired military, a widow or
widower of a uniformed member, or serving on Reserve component orders for 15 days or more, AFAS
(www.afas.org) can help. Otherwise, federal civilians may receive assistance from the Federal Employee

- Education and Assistance Fund (www.feea.org). As we discover more resources which may be available
to you, we will be sure to share that information quickly. None of these organizations will be able to
compensate completely for the lost income from 22 days of non-duty, non-pay status in a furlough, so we
encourage you to plan now as best as possible for the potential reduction of income. Official notification
of any furloughs will come through your chain of command.

Air Force people are our strongest asset, and we know you work alongside your uniformed
partners every day for the security of our Nation. Without a doubt, we could not be the world’s greatest
Air Force without you. Thank you for your unrelenting dedication to the mission despite the challenges

before us.
Yhedee 057 (9 b B too .
Michael B. Donley _ Mark A. Welsh IIT
Secretary of the Air Force General, USAF
 Chief of Staff
Attachment:

SECDEF Memo, February 20, 2013
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
- WASHINGTON, D.C. 20503

February 27, 2013

M-13-05

MEMORANDUM FOR THE HEADS O CUTIVE DEPARTMENTS AND AGENCIES

FROM: Danny Werfel
Controller

SUBJECT:  Agency Responsibilities for Implementation of Potential Joint Committee
Sequestration

Unless Congress acts to amend current law, the President is required to issue a
sequestration order on March 1, 2013, canceling $85 billion in budgetary resources across the
Federal Government. Because these cuts must be achieved over the remaining seven months of
the fiscal year, the Office of Management and Budget (OMB) estimates that the effective
percentage reductions are approximately 9 percent for nondefense programs and 13 percent for
defense programs. These reductions will result in significant and harmful impacts to national
security and domestic priorities.

The President has been clear that sequestration is bad policy that was never intended to
be implemented, and the Administration remains hopeful that Congress will act to avoid it
through an agreement on balanced deficit reduction. However, because legislation may not be
enacted to avoid sequestration before the current deadline of March 1, 2013, executive
departments and agencies (agencies) with sequestrable accounts have been engaged in planning
activities to operate at the lower, post-sequestration funding levels should it be necessary.

This guidance builds on prior communications with agencies about the implementation of
sequestration, and addresses questions that have been raised as to certain categories of planning
activities.

Agency Planning Activities

OMB Memorandum 13-03, Planning for Uncertainty with Respect to Fiscal Year 2013
Budgetary Resources, directed agencies to begin planning activities to operate with reduced
budgetary resources in the event that sequestration occurs. Agencies’ planning efforts must be
guided by the principle of protecting the agency’s mission to serve the public to the greatest
extent practicable. Planning efforts should be done with sufficient detail and clarity to determine
the specific actions that will be taken to operate under the lower level of budgetary resources
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required by sequestration. For example, agencies should identify any major contracts that they
plan to cancel, re-scope or delay as well as any grants that they plan to cancel, delay, or for
which they plan to change the payment amount. Similarly, agencies should identify the number
of employees who will be furloughed, the length of expected furloughs, the timing of when
furlough notices will be issued, and the manner in which furloughs will be administered. In
some cases, agencies may not be able to ascertain all of this information prior to March 1.
However, agencies should continue to engage in intense and thorough planning activities to
determine all specific actions that will be taken as soon as practicable.

Communications

To the extent permitted by law, agencies should inform their various partners and
stakeholders in a timely and complete manner of the impact of sequestration so that third parties
are able to adjust their operations and plans as appropriate. Accordingly, at this time, agencies
should be actively and continuously communicating with affected stakeholders—including
States, localities, tribal governments, Federal contractors, Federal grant recipients, and Federal
employees—regarding elements of the agency’s planning that have a direct impact on these
groups. These communications will vary greatly by agency and by stakeholder, but agencies
should be as specific as possible in order to provide sufficient detail to be helpful to these
stakeholders in understanding the implications of the reduced budget authority resulting from
sequestration.

With regard to any planned personnel actions to reduce Federal civilian workforce costs,
consistent with Section 3(a)(ii) of Executive Order 13522, agencies must allow employees’
exclusive representatives to have pre-decisional involvement in these matters to the fullest extent
practicable and permitted under the law. In particular, in instances where agencies are
considering potential furloughs, agencies have a duty to notify their exclusive representatives
and, upon request, bargain over any negotiable impact and implementation proposals the union
may submit, unless the matter of furloughs is already covered by a collective bargaining
agreement. Agencies should ensure that they are fully aware of and in compliance with any and
all collective bargaining requirements, and should consult with their General Counsel or
appropriate labor relations office for questions regarding these requirements and appropriate
interaction with employees and unions on these matters.

Acquisition

Due to the Government’s large acquisition footprint, sequestration will inevitably affect
agency contracting activities and require agencies to reduce contracting costs where appropriate.
As with all actions taken as a result of sequestration, agencies should ensure that any contract
actions are both cost-effective and minimize negative impact on the agency’s mission to the
extent practicable.

Program, acquisition, financial/budget management, information technology, and legal
personnel should work together to make determinations regarding contracts in light of
sequestration. As a general matter, agencies should only enter into new contracts or exercise
options when they support high-priority initiatives or where failure to do so would expose the
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government to significantly greater costs in the future. Agencies may also consider de-scoping or
terminating for convenience contracts that are no longer affordable within the funds available for
Fiscal Year 2013, should no other options exist to reduce contracting costs in these instances.
Should such steps be necessary, agencies must evaluate the associated costs and benefits of such
actions, and appropriately inform and negotiate with contractors. Finally, agencies should take
all appropriate steps to minimize to the extent practicable the impact on small businesses of
reduced contracting activities.

Financial Assistance

Given the widespread use of grants, loans and other Federal financial assistance to non-
federal entities (e.g., State, local and tribal governments, non-profit organizations, and
companies), sequestration will impact the funding of these activities.

As a general matter, agencies should ensure that any new financial assistance obligations
or funding increases under existing agreements are consistent with the need to protect the
agency’s mission at the post-sequestration level. In light of sequestration, agencies may also
consider delaying awarding of new financial assistance obligations, reducing levels of continued
funding, and renegotiating or reducing the current scope of assistance. Agencies may be forced
to reduce the level of assistance provided through formula funds or block grants. Should any
such steps be necessary, agencies should evaluate the associated costs and benefits of such
actions and appropriately engage and inform recipient(s) as early as possible.

Increased Scrutiny of Certain Activities

In determining the appropriate manner to achieve funding reductions, agency heads must
also ensure that their agencies have risk management strategies and internal controls in place that
provide heightened scrutiny of certain types of activities funded from sequestered accounts. To
the extent these accounts remain at the post-sequestration funding level, increased scrutiny
should apply to:

e hiring new personnel;’

e issuing discretionary monetary awards to employees, which should occur only if legally
required until further notice; and

e incurring obligations for new training, conferences, and travel (including agency-paid
travel for non-agency personnel).

In light of the reduced budgetary resources available due to sequestration, expending
funds on these activities at this time would in many circumstances not be the most effective way
to protect agency mission to the extent practicable. Therefore, agency leadership should review
processes and controls around these activities, and ensure that these activities are conducted only

L Agencies must also ensure that appropriate controls are in place to prevent the increased use of contractors
to perform work due to any restrictions on hiring. Agencies should bear in mind the statutory restrictions
contained in 10 U.S.C. 2461 and 41 U.S.C. 1710 on the conversion of functions from performance by Federal
employees to performance by contractors.
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to the extent they are the most cost-effective way to maintain critical agency mission operations
under sequestration.

Please contact your OMB Resource Management Office (RMO) if you have any
questions about or need assistance with this guidance.
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DEPARTMENT OF THE AIR FORCE
WASHINGTON DC 20330

MAR 01 2013

OFFICE OF THE SECRETARY

MEMORANDUM FOR DISTRIBUTION C
SUBJECT: Immediate HAF Actions for FY13 Sequestration Implementation
Reference: FY13 HAF Near-Term Actions to Handle Budgetary Uncertainty, 18 Jan 2013

We do not expect that sequestration will be averted and as a result, AF top-line reductions
will be immediately effective for FY13. While we have accomplished some detailed planning
and outlined actions to mitigate the impact of Operations and Maintenance (O&M) reductions,
we must now execute those actions, and more, to live within a lower funding level and preserve
as much readiness as possible. This memo provides HAF specific guidance in support of and in
addition to the attached Air Force-wide guidance.

AF guidance directs planning for the worst case O&M scenario, which assumes no relief
to the $1.8 billion OCO shortfall. As a result, we will issue bogeys as soon as possible; they will
include the specific contract and travel reductions listed below. Actions directed in our 18 Jan
13 memo are directed to continue unless superseded below.

a. Civilian hiring freeze will continue. As outlined in the referenced memo, exceptions
for mission critical fills (includes IPA, Schedule C, and HQE hiring) will be
considered but must meet an extremely high threshold. Temporary employees should
be off HAF books no later than 31 March 2013. In FY13, HAF civilian pay was
reduced $150 million, this dramatically reduces our ability to approve any
exemptions. Should an exemption be approved, any job offer must include furlough
notification as part of the offer process. Civilian Semor Executive hiring actions will
continue to be approved by the Secretary of the Air Force. '

b. Furlough guidance is provided in the SAF/US memo dated 20 Feb 2013. HAF will
follow the Air Force guidance. The only HAF exemptions are for deployed civilians
and those in initial skills training. If there is a new mission requirement that requires
an exceptlion, please immediately contact SAF/AA.

¢. During the furlough period, beginning in mid-April, overtime and compensatory
time (premium pay) must be eliminated. As supervisors, you can mitigate furlough
impacts on the mission by controlling leave and absences for all Airmen, military and
civilian. AWS, telework and flex-time schedules should be adjusted or cancelled
during the furlough in accordance with local bargaining provisions if required.
Premium pay is not authorized unless it is part of an employee’s normal pay (such as
an employee who regularly earns a night shift differential). Beyond that, provide
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safety of life or property, but only to the minimum extent needed to protect life or
property.

d. Supervisors will not approve and civilian full-time employees will not work any
hours in excess of their normal duty day, not to exceed 32 hours a week for
employees who work a traditional schedule or a Compressed Work Schedule (i.e., 5-
4-9) or 64 hours per pay period for employees who work a Flexible Work Schedule
(i.e., who earn credit hours or work a Maxiflex). Part-time employees will have their
furloughs pro-rated iaw 5 CFR 752. Overtime and compensatory time cannot be used
to offset the impact of furlough. You may not request the furloughed employee work
overtime nor may you ask another civilian who is not furloughed to compensate for
the furloughed employee’s lost productivity by working overtime.

¢. Supervisors must ensure furtoughed civilians DO NOT work from home or on-
site, officially or unofficially, on their furlough days. Thjs means that employees
are legally prohibited from checking their Blackberries or using their Air Force issued
laptops while on furlough. Nor may they serve as an unpaid volunteer. Such actions
will result in Anti-Deficiency Act violations for which employees and supervisors
will be held responsible and may result in disciplinary actions for both.

f. Ttis ILLEGAL to transfer inherently governmental work to the contractor workforce.
Attachment 3 provides additional guidance.

g. All temporary duty (TDY) travel spending and limitation will be reduced by 20%
from your current target. HAF 2 letters will continue to determine mission criticality.
TDY travel must be able to not only pass the “Washington Post” test, but also stand:
up to the scrutiny of your own civilian Airmen who are facing a 20% pay cut this
fiscal year. Some specific guidance is below:

a. No spouse travel will be approved at AF expense, except for MAJCOM
required pre-command training.

b. Travel explicitly approved in the AF message should continue. Travel
specifically denied in the AF message will not be supported.

¢. Travel for change of command/promotion/retirement/award ceremonies or
banquets is NOT approved. For wing command promotions where there is
not a local General Officer to preside, travel will be approved as an exception.

d. Military airlift for all HAF personnel will be very limited.

e. Speaker participation in wing/group commander courses should not require
travel, but executed by VI'C, DCO or other technology. The AF/CV will
identify a single 3 star DCS to attend for the course as a HAF mentor.

f. Travelto attend AETC hosted techmcal or follow-on training courses is
approved, but attendees must confirm that the course will contmue as
scheduled. Travel approving officials must consider attendance mission
critical for the attendee. See note below on leadership developinent courses.

h. All AF-hosted or attendance at Non-Federal Entity (NFE) hosted conferences,
‘seminars and symposia are cancelled or deferred to FY14. Local attendance at NFE
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hosted events must be at no cost to the AF. Previously delegated conference approval

“authority is rescinded. Request exemptions through the existing conference process
for SAF/US approval. Cancellation includes individual speaker travel if at AF
expense. Note, all “gifled” travel must be approved by SAF/GC and reported
annually.

a. Exceptions exist for attendance at medical readiness training and annual
chaplain ecclestical endorsement events. Attendance under this exception
must still be approved through the conference approval process.

b. Follow MAJCOM guidance for travel to pre-command training events.

All HAF funded (regardless of appropriation) leadership development courses are
under review for cancellation in FY13 or deferral to FY14. Courses scheduled
through April have been cancelled. AF/A1D is reviewing cach course and will
inform selectees of cancellation or deferral. This specifically includes all
AF/DPG/DPS/DPE leadership development courses for GO/SES/0-6/GS-15/CMSgt.
TAP for military members is required by law and will continue. All functional
training for development purposes, and not legally required for job performance,
should be deferred.

Contract spending must be reduced, particularly advisory and assistance services,
SETA, and other support or task orders. Each HAF 2 letter contract funding
reduction is at attachment 6; this 20% reduction is based on your FY13 spend plan for
object classes 25.1 and 25.2; your NDAA section 808 legal limitation will be reduced
by 10% so you have some flexibility in determining where to cut. You can apply
your reduction to a single contract, descope all your efforts, or not exercise a contract
option to meet your stated reduction. Take prudent steps to minimize disruption and
added costs (e.g., avoid penalties associated with potential contract cancellations
where feasible). AFDW Contracting is aware of our guidance and is ready to work
with your COTRs on descoping or cancelling specific efforts. Where you have
contracted through other AF units or directly with other Federal Agencies, your
organization is responsible for achieving the cost reduction goals. All contracts
should include a Limitation on Government Obligation (.LOGO) clause which can be
exercised. Your FY13 contract changes should be actions designed to cut costs for
longer-term cost savings and to plan for reduced O&M funding in FY 14 and beyond.

Stop supply purchases and minor purchases such as furniture, information
technology refresh, and unit equipment. Defer actions until FY 14 unless required
for health and safety.

(1) Check the HAF Supply Depot to obtain supply items and prbvide items
available for use by other AF organizations at

https://haf.afncr.af.mil/com/HAF/supplydepot/default.aspx.
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l.  Asaddressed in our previous guidance memo, review studies to curtail or cancel
ongoing and scheduled studies that are not congressionally directed or mission
critical.

m. OCO funding has been cut 32%; follow the guidance previously provided.

n. Air Force has requested weekly updates on the sequestration actions taken or
anticipated. SAF/AAR will consolidate all HAF inputs; please provide any inpuis to
the SAF/AAR workflow box, SAFAAR. Workflow(@pentagon.af.mil; additional
details on timelines will be provided.

We appreciate your patience as we work through this time of budgetary uncertainty and
will keep you informed as additional guidance is issued and/or needed. If you have questions,
please contact Ms. Anne Graham, SAF/AAR, 703-692-9516 or Ms. Lydia Newsom, SAF/AAR,
703-695-3148

Frold A

FRANK GORENC . TIM BEYLAND

T.ieutenant General, USAF : Administrative Assistant to the
Assistant Vice Chief of Staff Secretary of the Air Force
Attachments:

1. USAF FY 13 Sequestration Guidance

2. 15 Feb 2013 AF IT Spending Memo

3. 21 Feb 2013 OASD Total Force Management and Uncertainty

4. 20 Feb 2013 AF Furlough Guidance

5. 13 Feb 2013 Suspension of Top Secret Periodic Investigations

6. Contract funding and limitation reductions

7.

TDY funding and limitation reductions
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UNDER SECRETARY OF THE AIR FORCE
WASHINGTON

FEB 28 2013
MEMORANDUM FOR ALMAJCOM/CC

SUBIJECT: Fiscal Year 2013 (FY 13) Sequestration Guidance

On 1 Match 2013, we expect to absorb over $12B in sequestration reductions while we
simultaneously work to mitigate an OCO shortfall of approximately $1.8B and operate under a
highly restrictive Continuing Resolution. A reduction of this magnitude would be devastating to
our mission and our people, but, since it appears sequestration cannot be avoided, we must take
further actions to significantly slow spending to operate within mandated budget limitations.
Implementation of these actions should be structured as best possible to minimize short- and
long-tern harm to our people and our unit readiness, recognizing that major impacts cannot be
entirely avoided. This guidance applies to the Total Force.

As a reminder and to assist you in making mission critical determinations, OSD directed
protection of the following programs throughout the year:

- Fully protect funding for wartime operations

- Fully protect Wounded Wartior programs

- To the extent feasible, protect programs most closely associated with the new defense
strategy

- To the extent feasible, protect family programs

Continuation of Near Term Actions Directed in 14 January 2013 Memorandum

- Conduct a thorough review of all OCO requirements and identify potential reductions
which will not impair wartime operations such as delaying asset reconstitution and
incremnentally funding OCO contracts.

- Civilian hiring restrictions remain in place to include a hiring freeze, immediate
elimination of femporary employees and not renewing term hire employees with
exceptions for mission-critical activities and when appropriate in terms of personnel
timing. See attachment 1 for guidance on Total Force Management.

- Cancel all temporary duties that are not mission-critical, such as attendance at or hosting
of conferences and symposia (such as functional conferences), staff assistance visits and
training seminars,

- Cancel ongoing and scheduled studies that are not congressionally directed or mission
critical. Further Action: SAF/LL and SAF/FMBL will engage with Congress, as
appropriate, to seek relief or delay approval for congressionally directed studies.

- Limit supply purchases to essential FY13 consumption (e.g., flying hour bench stock)
and stop minor purchases that are not mission-critical such as furniture, and unit
equipment.

- Given the current budget uncertainty, the Air Force Chief Information Officer, SAF/CIO
A6, further directed immediate actions to minimize IT expenditures to only mission-
critical capabilities. Specific actions arc outlined in the CIO Policy Directive
Memorandum, Subject: Near-Term Guidance on I¥Y13 Information Technology (IT)
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Spending dated 15 Feb 13 (attachment 2). The actions are infended to ensure planned
mission-critical purchases are aligned and directly support the transition to enterprise-
wide IT services to realize long-term cost savings and mission effectiveness,

- Defer all non-emergency Facility Sustainment, Restoration and Modernization (FSRM)
projects to include Dormitory and Energy Focus Funds. Installations should continue to
work with local contracting offices to gather low bids and provide funds requests to the
Air Force Civil Engineer Center (AFCEC). Projects may be funded later in the year if
funding becomes available. Emergency requirements should be coordinated with
AFCEC using the established process for Emergent Requirements (POC: AT/A4/7C).

- Where practical, de-obligate/incrementally fund contracts to encompass only FY13
activity (examples include but are not limited to base maintenance contracts, advisory
and assistance services contracts, custodial contracts, ete.).

- Review contracts for possible descoping or other long term cost savings.

Exceptions for Continued Near Term Actions

Limited exceptions for the continuation of these near-tern actions may be made for mission
critical activities and civilian positions as determined by appropriate senior officials. Requesis
for exceptions shall be approved by MAICOM Vice Commanders, the Deputy Director of the
Air National Guard, DRU Commanders, and by SAF/AA for the HAF portfolio. Previous
delegation of waiver authority will no longer be permitted cffective 1 March 2013,

Additional Actions Reguirved due to Implementation of Sequestration

In the event sequestration occurs, additional, wide-ranging and dramatic actions are required
to ensure the Air Force operates within the new FY13 top-line. We direct the immediate
implementation of the following actions in the event sequestration is triggered on | March 2013,

Civilian Personnel (POC: AF/AT)

Civilian Furloughs:

- Follow the guidance found at attachment 3. Plcase read the attached guidance closely,
The authority to approve the very few exceptions to furlough cannot be delegated below
the MAJCOM Vice Commanders, the Deputy Director of the Air National Guard (ANG),
DRU Comumanders, or SAF/AA for the [TAF portfolio. ANG will follow guidance
provided by NG-J1-TN.

- Itis also important to emphasize you may not use premium pay (compensatory or
overtime) fo offset furloughs, either to make up for lost work or to make up for lost pay.
Premium pay is not authorized unless it is part of an employee's normal pay (such as an
employee who regularly earns a night shift differential). Beyond that, premium pay is
onlty authorized when it is necessary to provide safety of life or property, but only to the
minimm extent needed to protect life or property (i.e., firemen or emergency responders
working over their regular shift due to an emergent situation that arises on their shift).

- To reiterate, except in the above circumstances, supervisors will not approve and civilian
full-time employees will not work any hours in excess of their normal duty day. Part-
time employees will have their furloughs pro-rated TAW 5 CFR 752. You may not
request the furloughed employee work overtime nor may you ask another civilian who is
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not furloughed to compensate for the furloughed employee's lost productivity by working
overtime,

Civilian Permanent Change of Station (PCS) guidance:

- All centrally-funded “must move™ civilian PCSs will continue, to include overseas
returnees, CDE placements, SES moves, priority placements, and centrally-funded career
broadener, Palace Acquire, & Copper Cap placements.

- Centrally-funded civilian career moves that are discretionary will be significantly reduced
as a result of sequestration. A strategic pause is anticipated for these discretionary
moves; guidance will be provided by AFPC.

- Locally funded civilian PCSs can be approved at the discretion of the local commander,

Education and Training (POC: AF/Al)

Education and training guidancc:

- Al HQ AF leadership development courses scheduled through April 2013 will be
cancelled with exceplions for courses with non-recoverable tuition. HQ AF/A1 will
evaluate subsequent classes on a monthly basis and assess the impact on our Total Force
officer, enlisted, and civilian Airmen.

- Third quarter attendance at short-term TDY professional military education (PME), e.g.,
SOS, CALT, NCO Academies will be reduced. Specific guidance will be provided by
AF/AL

- The AT will support DoD and Joint education and training consistent w/OSD guidance.

The following education and training is considered mission eritical and will continue under
sequestration:
- Long-term professional military education (military and civilian "1ttendance), 11 pre-
command training and CSAF mandated training, initial skills training, pre-deployment
expeditionary skill training, and functional skills training as required by law.

Flying Hours (POC: AF/A3/5)

Operational leaders at all levels of command are charged with preserving readiness to the
maximum extent possible in these difficult circumstances. Due to compressed planning
timelines and the unprecedented nature of sequestration cuts, we remain concerned about
unanticipated second and third order effects on flying hour program execution and readiness. To
mitigate this risk, operational leaders wili ensure coordination across functional lines. In
particular, civilian furloughs and weapon systems sustainment cuts (to include simulator
sustainment) will significantly impact our ability to effectively execute flying hours or maintain
operational competencies and must be taken into account. -Readiness impacts will be severe and
long-term under the best of scenarios; we must do everything in our power to avoid
compounding negative effects through inefficient implementation,

Effective immediately, AF O&M flying hours will be used primarily to prepare for and
execute approved named operations, SecDef-ordered missions and deployments, nuclear
deterrence operations, POTUS/VPOTUS/CCDR travel, Continuity of Government/Operations,
and initial training, to include Formal Trainiug Units. Units preparing for and executing these
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missions will be allocated appropriate flying hours to remain mission ready or gain mission
ready status prior to deployment.

Units not preparing for or executing these missions will follow MAJCOM guidance to
preserve critical capabilities and readiness to the extent possible. This may result in
ceasing operations at a number of units and tiered readiness beginning in March. In
many cases, this will result in units having to stand down for prolonged periods, which
will severely degrade readiness. For example, we anticipate more than half of our AD
CAF units will reach this point by mid-May, MAJCOMSs will build reconstitution plans
to best posture Airmen for returning to fly in FY 14, while ensuring these units maximize
training opportunities {(e.g. simulators, part task trainers, academics) during the down
period.

Not all SecDef approved missions will be supported. AF/A3/5 will coordinate with
MAJCOMSs and Joint Staff through Global Force Management processes to provide
detailed guidance,

The following flying hour actions are effective immediately upon sequestration (1 March
2013) unless already in execution or otherwise noted:

To support emphasis on initial qualification training, we recognize advanced flying
training (e.g., instructor upgrade, "TX" transition courses) may be severely impacted, to
include Weapons Instructor Courses. MAJCOMs retain authority on specific termination
dates and may approve waivers/exemptions required to allow completion of
training/courses currently in execution or those deemed mission critical.

Cancel O&M funded USAF exercises and AF flying participation in all other exercises,
unless required for deployment spin-up.

Cancel all air shows, tradeshows, flyovers, orientation flights, heritage flights, and
demonstration flights (includes funeral and all military graduation flyovers).

Cancel all Thunderbird demonstration team events, effective 1 April 2013.

Cancel all installation open houses unless event includes only local assets and can be
supported within available local funding,

Lead MAJCOMs will continue to manage programs and make lying hour
allocations/reductions based on supported missions.

For senior leader airlift support, the Air Force will continue to support White House-

-directed missions and DOD required users (IAW DODD 4500.56). For Congressional

travel, the Air Force will strictly adhere to DODD 4515.12 unless waivered by OSD-LA
and expects there to be a significant reduction in available aircraft. All other senior
leader military airlift support will continue to adhere to existing processes in AFI 24-101,
but on a very restricted basis and with reduced aircraft available.

AF/CV is waiver/exception-to-policy authority for events listed above. Only mission-
critical events will be approved. Approvals will not result in increased flying hour
allocation from the Air Staff; funding must be sourced from MAJCOM/Lead MAJCOM
flying hours. Route requests through A3/5, to include event namme, date(s), rationale,

cost, and number of asscts (personnel and aircraft) dedicated to support the event. 1-01
public aerial events, route questions through SAF/PA.

Weapon Systemn Sustainment (POC: AF/A4/7)

Utilizing the 24 January 2013 Centralized Asset Management (CAM)/Executive Committee
approved briefing data all weapon system sustainment fund holders will begin to exccute

097



Air Force Administrative Record for FY 2013 Furlough Appeals

planned sequestration actions to cover the worst case scenario reductions. Establish regular
reporting of workload not accomplished and workload in danger of not getting funded in next
report,  Workload previously identified for deferral will not be initiated unless an equal dollar
value offset is provided from within the relevant fund holder’s portfolio. MAJCOMSs and the A
Life Cycle Management Center will review war ready engine levels to determine where
additional risk can be taken based on flying hour reductions. Program offices will continue to
review activities to find potential savings and will continuge to report impacts to coniracts
supporting weapon system sustainment (e.g., Contractor Logistics Support contracts) and depot
maintenance workload. Ensure minimum impact to contingency operations efforts and protect
the pilot production pipeline in accordance with stated priorities, In addition, sustainment
prioritization efforts should protect aircrew readiness capability through favorable consideration
of aircrew training device and simulator operations and maintenance confracts, As current

- mission requirements and warfighter priorities are reassessed, major adjustments to the
previously reviewed plan will be vectored through the CAM Governance Structure,

Air Force Working Capital Funds (AFWCF) (POC: SAF/FMBMR)

The AFWCF will experience immediate and severe impacts caused by sequestration. Initial
assessments indicate AFWCF 'Blue' cash will be depleted to a negative $772 million balance by
the end of FY2013. Coupled with projected Transportation WCF (TWCF) losses, the overall
AFWCEF cash balance could drop below negative §1 billion. Without additional action, this will
cause an Anti-Deficiency Act violation, which must be avoided. Cost control measures within
the AFWCF are critical to minimize losses; however, we understand that AFWCF activities may
not be able to achieve sufficient cost reductions in the near term to off-set cash losses of this
magnitude. With that in mind, we direct AFMC to take immediate actions to help mitigate the
expected negative cash balance. Additionally, we direct AFMC to identify the month in which
negative AFWCF 'Blue' cash and/or negative available budgetary resources will occur and to
project the 'cash surcharge' required to prevent losses in total and by month. We will request that
TRANSCOM also work to reduce costs and provide maximum possible insight into its cash
position. SAF/FMB and AF/A4/7 will collaborate with AFMC and TRANSCOM to engage
USD(C), OMB and the Congress in an effort to secure support for required mitigating actions to
address any reinaining shortfall in AFWCE. External support needed fo prevent ADA violation
may include restoral of readiness accounts, implementation of cash surcharges, and/or
reprogramming funds from investment appropriations.

Investment Accounts (POCs: SAF/AQ, SAF/FMBI)

SAF/AQ and SAF/FM will issue funding restrictions at the appropriation level and program
ceiling level that assume worst case impacts as a result of combined continuing resolution and
sequestration effects, This could have the impact of an across the board reduction of 10% to
every program against the planned FY13 funding levels. Our ability to smooth programmatic
impacts will be entirely dependent on the degree of tunding flexibility we get with associated
continuing resolution or appropriation language. As a result, we 1must have visibility of
continuing resolution less sequestration reduction baselines at the program level and any
proposed movement of funds between program line items. Additionally, any anticipated
contract, modification or task/delivery order award using appropriated investment funding, with
a value (not obligation) of $500M or more must be coordinated with AT&L before award.
Requests for AT&L coordination shall be sent to SAF/AQX. SAF/AQX will ensure Air Force
coordination and will staff the package to AT&L for approval. As a reminder, this AT&L
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coordination requirement is for investment dollars only and excludes FMS, sustainment, services
acquisitions, and award of basic multiple award ID/IQ contracts, Investment OCO obligations
should be deferred until further notice; request for exception may be submitted to SAF/AQ and
SAF/IFM. Assume you will execute the sequestration plans you submitted to SAF/AQXR until
further notice; this includes preserving unobligated prior year balances identified to pay
sequestration bill. Lastly, programs must adhere to guidance provided in this memorandum
reducing studies, program management administrative and other contract costs. If our budget
continues to decline, the Air Force will make strategic decisions to prioritize modernization

. programs to support the defense strategy and current readiness.

Guidance for all Air Force Activities

Based on actual sequestration reductions, you will receive updated budget bogeys when they
are available, For planning purposes, you should plan for the worst case, using the 9 Jan Top
Line Reduction, Scenario 2 Bogeys. This assumes the Air Force will not receive external
support for our $1.8B OCO shortfall. You are directed to take the additional actions:

- Cancel all temporary duty travel unless directed by MAJCOM/CC or CV. Additional

guidance includes:

- MAJCOM/CCs will determine which, if any, functional and IG inspections will
occur during the sequester. High priority should be given {o nuclear-related
inspections.

- The following TDYs are considered mission critical and approved as they support
critical corporate Air Force [unctions: Promotion boards, command selection
boards, special selection hoards, force management/force-shaping boards pre- and
post-board activities, and development teams supporting school and command
selection only. Development Team meetings supporting school and command
selection should be considered on-site TD'Ys, unicss agreement is reached with
AFPC in advance to conduct them virtually.

- Safety and Accident Investigation Boards are approved iravel.

- Travel for promotion/retirement/award ceremonies or banquets is NOT approved.

- Speaker participation in wing/group comnmander courses should not require travel,
but be executed by VTC, DCO or other technology.,

- Travel to altend AETC hosted technical or follow-on fraining courses is approved,
but attendees must confirm the course will eontinue as scheduled. '

- SAF/A will provide minimum required support to international events.

- Cancel or defer all AF-hosted conferences and attendance at Non-Federal Entity
(NFE) hosted conferences, seminars and symposia. Local attendance at an NFE
event is allowed only if there is no cost to the Air Force. Previously delegated
conference approval authority is rescinded. Request exemptions through the
existing conference approval process for SAF/US approval. Cancellation includes
individual speaker travel if at AF expense, (All “gitted” travel must be approved
by SAF/GC and reported annually.) Conference attendance for medical readiness
training and annual chaplain ecclesiastical endorsement events will be allowed
after review through the conference approval process.

- No spouse travel will be approved at AF expense, except for required pre-
command fraining (eg., squadron, group, wing pre-command courses).

- Implement additional reductions where possible to Science Engineering and Technical

Assistance (SETA); Advisory and Assistance Services (A&AS); Final System Design
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Review (FSDR); Contract Military Equivalents (CME) contracts by end of fiscal year or
period of performance if earlier than Oct [, 2013.

- Reference SAF/AA Memorandum, Suspension of Top Secret Periodic Reinvestigations
13 Feb 2013 (sce attachment 4), suspend the submission of all Top Secret Periodic
Reinvestigations. Suspend all Single Scope Periodic Reinvestigations (SSBI-PR) and
Phased Periodic Reinvestigations (PPRs) with limited exceptions. This suspension
includes the mandatory Air Force Specialty Codes requiring in-scope Top Secret
investigations as found in Air Force Officer and Air Force Enlisted Classification
Directories. Reinvestigations for Personnel Reliability Programs, Presidential Support
Programs, Special Access Programs and personnel with access to Sensitive
Compartmented Information who are in positions directly supporting the Intelligence
Community will not be suspended. Additional exceptions must be approved by
SAT/AAZ.

These events are unprecedénted tor the Department and the USAF., As such, it is critical that
we maintain very open communication lines to ensure maximum awareness of actions and
consistency of application of all sequestration guidance. This will enable us to inform leadership
of notable events and assist in the preparation for media/congressional inquiries. Request you
provide a weekly update to the SAF/FTMBP Warkflow (SAFFMBP. Workflow@pentagon.af.mil)
and identity any major actions/events that should be elevated to FIQ AF, For example, if
projected stand down of a flying unit is accelerated from previous estimates, please provide those
details, Fach MAJCOM should identity a command POC for submitting these reports. Negative
inputs should be documented with a NSTR email to the SAF/FMBP Workflow.

We will continue to coordinate with MAJCOMs/COCOMS on actions for consistency in
application and recognize you have already implemented many of the actions above. We also
realize there are many difficult decisions and trade-otfs yet to be made, but they are necessary to
comply with a reduction of this magnitude. We will continue working closely to communicate
sequestration impacts and acvocate for restoral of funding necessary to mitigate the devastating
eftects of sequestration. If you have questions regarding this guidance, please call Ms. Marilyn
Thomas, SAF/FM, at (703) 697-4464,

%&’% SP%CER \
eneral, USAF

Vice Chief of Stafl

amie M. Morin
Acting Under Secretary of the Air Force

cc:
SAF/FM

4 Attachments:

I. 21 Feb 2013 OASD Total Force Management and Budgetary Uncertainty

2. 15Feb2013 AF IT Spending Memo

3. 20 Feb 2013 AF Furlough Guidance

4. 13 Feb 2012 SAF/AA Memo, Suspension of Top Secret Periodic Reinvestigations
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DEPARTMENT OF THE AIR FORCE
WASHINGTON, DG

OFFICE OF THE SECRETARY FEA 15 201

MEMORANDUM FOR DISTRIBUTION C
ALMAJCOM-FOA-DRU/CV

SUBJECT: Near-Term Guidance on FY13 Information Technology (IT) Spending
References:

(a) USECAF/VCSAF Memo, “Fiscal Year 2013 (FY13) Near-Term Actions to Handle
Budgetary Uncertainty,” 14 Jan 2013

(b) Executive Order 13589, “Promote Efficient Spending,” 9 Nov 2011
(c) SAF/CIQO A6 Memo, “Implementing Executive Order 13589,” 26 Nov 2012

1. Given the current budget uncertainty and the resulting Under Secretary and Vice Chief of
Staff of the Air Force guidance (Reference A), I further direct the following immediate actions
be taken to minimize IT expenditures to only mission-critical capabilities.

a} Limit IT hardware and software purchases via 3400 funds to mission-criticat
requirements. Eliminate/defer planned IT refresh and “new start” IT projects. Where
purchases need to made, consider consolidating organizational requirements to larger
purchases to try to obtain pricing consideration.

b) Re-validate IT procurements using 3600/3080 dollars to confirm priority and immediate
mission nced. Although budget authorizations up to the congressionally appropriated
amount remain, look for every opportunity to reduce or curtail spending. Defer what can
wait without causing critical mission impacts.

¢) Evaluate current IT contracts and incrementally fund/defer where practical. Ensure use of
mandated, available NETCENTS-1 and NETCENTS-2 contracts for IT requirements to
support enterprise-wide long-term cost savings.

2. Ensure that planned mission-critical purchases are aligned and directly support the transition
to enterprise IT services where available to increase capabilities and save dollars. We are
working several enterprise initiatives with DISA, Cyberspace Superiority Core Function Lead
Integrator, MAJCOMSs, and PEO C3 I&N, While many of the initiatives below are in their early
stages, these opportunities can reduce IT expenditures across the Air Force. We will provide
specific details on the initiatives in a separate memo, and work closely with your representatives
to implement them, The initiatives include:
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a) Enterprise License Agreements (already established cost-saving AF-wide agreements for
Microsoft and Adobe),

b) Data Center Consolidation

¢) Unified Capabilities (voice/video services over IP, increased collaboration, and DoDy
integration)

d) Network Security

e) Cloud Computing Semces

f) DoD Enterprise Email

3. Exceptions to this direction may be made for mission-critical activities as determined by
appropriate senior officials as outlined in Reference A. Continue to report your total quarterly
FY13 IT expenditures in accordance with Reference C.

4. Nothing in this memorandum is intended to conflict with existing public law or published
DoD and AF guidance on IT Asset Management.

5. We stand ready to support your IT cost saving initiatives, Please share any initiatives that you
think may be good candidates to implement across the Air Force enterprise and we will work as

appropriate.

6. Thank you in advance for your rapid action and support. My point of contact is Mr Greg
Parkcer, Chief, Resources Division, DSN 225-4442. The NETCENTS-2 POC is Mr. Robert
Smothers, AFLCMC/HICI, (334) 416-5593.

-

MICHAEL J. BASLA, Lt Gen, USAF
Chief, Information Dominance and
Chief Information Officer
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OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE
4000 DEFENSE PENTAGON
WASHINGTON, D.C. 203014000

READINESS AND
FORCE MANAGEMENT

MEMORANDUM FOR: SEE DISTRIBUTION FEB 21 2013
SUBJECT: Total Force Management and Budgetary Uncertainty

Reference: (a) Deputy Secretary of Defense Memorandum, “Handling Budget Uncertainty in Fiscal

Year 2013, dated 10 January 2013

(b) Under Secretary of Defense of Personnel & Readiness Memorandum, “Prohibition on
Converting Certain Functions to Contract Performance”, dated 1 December 2011

(¢) Deputy Secretary of Defense Memorandum, “Guidance for Limitation on Aggregate

Annual Amount Available for Contracted Services”, dated 3 June 2012

(d) Under Secretary of Defense of Personnel & Readiness Memorandum, “Guidance
Related to the Utilization of Military Manpower to Perform Certain Functions”, dated
2 March 2012

(e) DoD Instruction 1100.22, “Guidance for Determining Workforce Mix™, dated 12
April 2010

This memorandum provides guidance for the management of the Total Force (active and
reserve military, government civilians, and contracted support) during this time of continued budget
uncertainty. The Department must maintain the viability of the All-Volunteer Force and sustain its
operational readiness in the most cost-conscious manner, To do so, the Department must also maintain
a properly sized, highly capable civilian workforce that is aligned to mission and workload,;
complements and delivers support to the military; supports the well-being of the warfighters and their
families; and recognizes evolving critical demands while guarding against an erosion of organic skills
and an ¢verreliance on contracted services. Finally, the use of contracted services must continue to be
reviewed to ensure the most appropriate, cost effective, and efficient support aligned to mission.

As DoD Components begin to take actions consistent with reference (2) — including the
implementation of civilian hiring freezes, the release of term or temporary civilian employees, and
other personnel related actions — they must be mindful of the Department’s obligations to manage the
Total Force consistent with Title 10 stamtory requirements and references (b) through (e). These
considerations are required in planning for the potential reduction or unavailability of fiscal year 2013
funds (with the exception of funds for military personnel) associated with sequester or the continuing
resolution.

Consistent with section 2461 of title 10, United States Code, and reference (b), the conversion
of functions or work performed by, or designated for performance by, civilian employees to contract
performance without a public-private competition is expressly prohibited. Currently such competitions
are prohibited under section 325 of the National Defense Authorization Aet for Fiscal Year 2010
(Public Law 111-84). Workload currently performed by, or designated for performance by, civilian
employees may not be transferred or assumed by contractors performing against prior year obligations.
Most importantly, contractors may not perform inherently governmental work, and section 2464 of
title 10, United States Code expressly prohibits contracting of certain functions (enclosure 1). DeD
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Component heads, as well as field commanders and line managers, are urged to be particularly vigilant
to prevent the inappropriate conversion of work to contract performance.

Additjonally, limits on contracted support spending enacted in section 808 of the National
Defense Authorization Act for Fiscal Year 2012, Public Law 112-81, and implemented via reference
(c) still apply. The statutory obligations in section 2330a of title 10, United States Code, to minimize
reliance on contract performance of work closely associated with inherently governmental functions
(see illustrative examples at enclosure 2) remain in force. Moreover, the guidance in reference (c) to
achieve reductions of such reliance, as well as in staff augmentation contract support, remains in effect,
Planning for budgetary uncertainty does not relieve DoD Components from compliance with these
mandates.

As we continue planning during this period of budgetary uncertainty, the Department must also
ensure military personnel are not inappropriately utilized, particularly in a manuer that may degrade
readiness or result in unnecessary costs to the Departinent., Consistent with references (d) and (e),
except in extraordinary, and typically temporary, circumstances, individual military personnel or units
should not perform functions or work that is not military essential (see illustrative examples in
enclosure 3). The use of “borrowed” or “repurposed™ military can harm readiness and operational
capabilities by diverting service members from training or performance of military essential functions,
particularly when military members are required to work outside of their occupational specialties. In
addition to the risk of hollowing the force, this practice could adversely impact the All-Volunteer
Force and have negative effects on the recruitment, retention, and career progression of individual
members, During this period of budgetary uncertainty, military units may perform work previously
performed by civilian employees or contracted support as part of a rotation base for an operational
capability (if this has been reflected in Operational Orders), provided this is done on a limited and
temporary basis. In the event of sequestration, where military personnel accounts are exempted, there
may be instances where military personnel can be used on a short-term, emergency basis to satisfy a
demand that is of mission critical importance.

Please ensure maximum distribution of this memorandum throughout your organization,
particularly to your manpower, personnel, and resourcing cominunities. Questions regarding
application and implementation of this memorandum should be addressed to the following points of
contact within the Office of Total Force Planning & Requirements: Mr. Thomas Hessel
(thomas.hessel@osd.mil or 703-697-3402), and Ms. Amy Parker (amy.parker@osd.mil or 703-697-
1735). Thank you for your support in the mitigating risks from budgetary uncertainty that could
adversely affeet the sustainability and readiness of the All Volunteer Force.

P/

Frederick Vollrath

Principal Deputy Assistant Secretary of Defense for
Readiness and Force Manageinent
Performing the Duties of the Assistant Secretary of
Defense for Readiness and Force Management

Enclosures: As stated
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DISTRIBUTION:

SECRETARIES OF THE MILITARY DEPARTMENTS
CHAIRMAN OF THE JOINT CHIEFS OF STAFF

UNDER SECRETARIES OF DEFENSE

DEPUTY CHIEF MANAGEMENT OFFICER

COMMANDERS OF THE COMBATANT COMMANDS
DIRECTOR, COST ASSESSMENT AND PROGRAM EVALUATION
DIRECTOR, OPERATIONAL TEST AND EVALUATION
GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE
INSPECTOR GENERAL OF THE DEPARTMENT OF DEFENSE
ASSISTANT SECRETARIES OF DEFENSE

DEPARTMENT OF DEFENSE CHIEF INFORMATION OFFICER
ASSISTANTS TO THE SECRETARY OF DEFENSE

DIRECTOR, ADMINISTRATION AND MANAGEMENT
DIRECTOR, NET ASSESSMENT

DIRECTORS OF THE DEFENSE AGENCIES

DIRECTORS OF THE DOD FIELD ACTIVITIES
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Enclosure 1

Non-Exhaustive Examples of Inherently Governmental Functions
(Extract from Office of Federal Procurement Policy Letter 11-1 (September 12, 2011)

1. The direct conduct of criminal investigation.

The contrel of prosecutions and performance of adjudicatory functions (other than those

relating to arbittation or other methods of alternative dispute resolution).

The command of military forces.

Combat.

Security provided under any of the circumstances set out below. This provision should

not be interpreted to preclude contractors taking action in self-defense or defense of

others against the imminent threat of death or serious injury. (a) Security operations

performed in direct support of combat as part of a larger integrated armed force. (b)

Security operations performed in environments where, in the judgment of the responsible

Federal official, there is significant potential for the security operations to evolve into

combat. (c¢) Security that entails augmenting or reinforcing others (whether private

security contractors, civilians, or military units) that have become engaged in combat.

The conduct of foreign relations and the determination of foreign policy.

7. The determination of agency policy, such as determining the content and application of
regulations.

8. The determination of budget policy, guidance, and strategy.

9. The determination of Federal program priorities or budget requests.

10. The selection or non-selection of individuals for Federal Government employment,
including the interviewing of individuals for employment.

11. The direction and control of Federal employccs.

12. The direction and control of intelligence and counter-intelligence operations.

13. The approval of position descriptions and performance standards for Federal employees.

14. The determination of what government property is to be disposed of and on what terms

(although an agency may give contractors authority to dispose of property at prices with

specified ranges and subject to other reasonable conditions deemed appropriate by the

agency).
15. In Federal procurement activities with respect to prime contracts:

(a) determining what supplies or services are to be acquired by the government

(b) participating as a voting member on any source selection boards;

(c) approving of any contractual documents, including documents defining requirements,
incentive plans and evaluation criteria,

(d) determining that prices are fair and reasonable;

(e) awarding contracts;

(f) administering contracts (including ordering changers in contact performance or
contact quantities, making final determinations about a contractor’s performance,
including approving award fee determinations or past performance evaluations and
taking action based on those evaluations, and accepting or re¢jecting contractor
products or services);

(g) terminating contracts

(h) determining whether contact costs are reasonable, allocable, and allowable;

(i) And participating as a voting member on performance evaluation boards.

it

&
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Enclosure 1

The selection of grant and cooperative agreement recipients including: (a) approval of
agreement activities; (b) negotiating the scope of work to be conducted under
grants/cooperative agreements; (c) approval of modifications to grant/cooperative
agreement budgets and activities; and (d) performance monitoring.

The approval of agency responses to Freedom of Information Act requests (other than
routine responses that, because of statute, regulation, or agency policy, do not require the
exercise of judgment in determining whether documents are to be released or withheld),
and the approval of agency response to the administrative appeals of denials of Freedom
of Information Act requests.

The conduct of administrative hearings to determine the eligibility of any person for a
security clearance, or involving actions that affect matters of personal reputation or
eligibility to participate in government programs.

The approval of Federal licensing actions and inspections.

The collection, control, and disbursement of fees, royalties, duties, fines, taxes and other
public funds, unless authorized by statute, such as title 31 Untied States Code section 952
(relating to private collection contractors) and title 31 United States Code section 3718
(Relating to private attorney collection services), but not including (a) collection of fees,
fines, penaltics, costs or other charges form visitors to or patrons of mess halls, post or
base exchange concessions, national parks, and similar entities or activities, or from other
persons, where the amount to be collected is predetermined or can be readily calculated
and the funds collected can be readily controlled using standard cash management
techniques; and (b) routine voucher and invoice examination.

The control of the Treasury accounts.

The administration of public trusts.

The drafting of official agency proposals for legislation, Congressional testimony
responses to Congressional correspondence, or responses to audit reports from an

"inspector general, the Government Accountability Office, or other Federal audit entity.
24.

Representation of the government before administrative and judicial tribunals, unless
statute expressly authorizes the use of attorney whose services are procured through
contract.

Statutory Restrictions on Contracting
(Title 10 United States Code Section 2465)

(a) Except as provided in subsection (b), funds appropriated to Department of Defense may

not be obligated or expended for the purpose of entering into a contract for the
performance of fire-fighting or security-guard functions at any military installation or
facility.

(b) The prohibition in subsection (a) does not apply to the following contracts:

(1) A contract to be carried out at a location outside the United States (including its
commonwealths, territories, and possessions) at which members of the armed forces
would have to be used for the performance of a function described in subsection (a) at
the expense of unit readiness.

(2) (2) A contract to be carried out on a Government-owned but privately operated
installation.
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Enclosure 1

(3) A contract (or the renewal of a contract) for the performance of a function under
contract on September 24, 1983.
(4) A contract for the performance of firefighting functions if the contract is-
(A) for a period of one year or less; and
(B) covers only the performance of firefighting functions that, in the absence of
the contract, would have to be performed by members of the armed forces
who are not readily available to perform such functions by reason of a
deployment.
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Enclosure 2

Non-Exhaustive Examples of Closely Associated With Inherently Governmental Functions
(Extract from Office of Federal Procurement Policy Letter 11-1 (September 12, 2011)

1. Services in support of inherently governmental functions, including, but not limited to the

following: '
a. Performing budget preparation activities, such as workload modeling, fact
finding, efficiency studies, and should-cost analysis.
b. Undertaking activities to support agency planning and reorganization.
¢. Providing support for developing policies, including drafting documents, and
conducting analyses, feasibility studies, and strategy options.
d. Providing services to support the development of regulations and legislative
proposals pursuant to specific policy direction.
e. Supporting acquisition, including in the areas of:
i. Acquisition planning, such as by conducting market research; developing
- inputs for government cost estimates, and drafting statements of work and
other pre-award documents.

ii. Source selection, such as by preparing a technical evaluation and
associated documentation; participating as a technical advisor to a source
selection board or as a nonvoting member of a source selection evaluation
board; and drafting the price negotiations memorandum.

iii. Contract manageinent, such as by assisting in the evaluation of a
contractor’s petformance (e.g. by collecting information performing an
analysis, or making a recommendation for a proposed performance rating),
and providing support for assessing contract claims and preparing
termination settlement documents.

f. Preparation of responses to Freedom of Information Act requests.

2. Work in a situation that permits or might permit access to confidential business
information or other sensitive information (other than situations covered by the National
Industrial Security Program described in Federal Acquisition Regulation 4.402(b)).

3. Dissemination of information regarding agency policies or regulations, such as
conducting community relations campaigns, or conducting agency training courses.

4. Participation in a situation where it might be assumed that participants are agency
employees or representatives, such as attending conferences on behalf of an agency.

5. Services as atbitrators or provision of alternative dispute resolution (ADR) services.

6. Construction of buildings or structures intended to be secure form electronic
eavesdropping or other penetration by foreign governments.

7. Provision of inspection services.

8. Provision of legal advice and interpretations of regulations and statutes to government
officials. .

9. Provision of non-law enforcement security activities that do not directly involve criminal
investigations, such as prisoner detention or transport and non-military national security
details.
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Enclosure 3

Examples of Military Essential Functions
(summarized from DoD Instruction 1100.22)

. Missions involving operational risks and combatant status under the Law of War.

Specialized collective and individual training requiring military unique knowledge and
skills based on recent operational experience

Independent advice to senior civilian leadership in Department requiring military unique
knowledge and skills based on recent operational experience

Command and control arrangements best performed within the Uniform Code of Military
Justice.

Rotation base for an operational capability.

Career progression.

Esprit de corps (such as military recruiters, military bands)
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UNDER SECRETARY OF THE AIR FORCE
WASHINGTON

FEB 20 2013

MEMORANDUM FOR MAJCOM/CVs, Relevant COCOM/CVs, ANG Deputy Director, and
DRU/CCs

SUBJECT: Planning for a Potential Civilian Furlough

This memorandum makes you aware of the possibility of a civilian force furlough if
sequestration is implemented in March, Department of Defense and Air Force leadership
recognize the critical contributions made by our civilian workforce and continue to work to avoid
the need for a furlough. The impacts a potential furlough would impose on the Air Force mission
and on our valued civilian Airmen would be among the many serious negative effects of
sequestration. However, the Air Force continues to evaluate actions necessary to deal with the
impact of a furlough, should it become necessary, and today the Department of Defense began
the process of notifying the Congress of the intent to carry out a furlough, should sequestration
occur,

The Deputy Secretary of Defense’s Management Action Group (DMAG) has developed
planning guidance, which will be implemented across the Services in a consistent manner if a
furlough becomes necessary. This guidance will lead to furloughing appropriated fund
employees with very few, if any, exceptions. Please note, even in cases where an exception may
be granted, it may not mean employees will avoid furlough completely, but instead may result in
them being furloughed for fewer days than the rest of the workforce. Again, if we are directed to
implement furloughs, we expect the impact to be felt by all appropriated find employees and all
activities supported by our civilian workforce. The President exempted military personnel
appropriations from sequester, so this furlough does not apply to military personnel.

DoD Guidance

Furloughs will be limited to 22 discontinuous days (or 30 continuous days) — to avoid
triggering lengthy reduction-in-force procedures that cannot practically be implemented in
FY 13. Furlough days will be spread over a maximum number of pay periods with no more than
16 hours per pay petiod — two days over two weeks for regular work schedule employees. At
this time, the covered pay periods run from Apr 13 through Sep 13. Only USecAF, VCSAF, or
high-level designees (MAJCOM Vice Commanders, the Deputy Director of the Air National
Guard, DRU Commanders, and SAF/AA for the HAF portfolio) can approve mission-driven
exceptions. Local commanders can determine scheduling of furlough days for their employees
subject to local bargaining requirements. Again, this guidance is all predicated on the condition
that a furlough becomes unavoidable due to sequestration.

DoD guidance allows for exceptions in the following broad categories:

« (Civilians deployed to combat zones

111



Air Force Administrative Record for FY 2013 Furlough Appeals

e Civilians necessary to provide safety of life or property, but only to the minimum extent
needed to protect life or property

¢ Non-appropriated fund employees

» Employees excepted by law (none within the purview of MAJCOMs, ANG, or DRUs)

¢ Foreign nationals

Air Force Guidance

Air Force guidance is consistent with DoD guidance. (For the purposes of this guidance,
the term “Air Force civilian” includes COCOM civilians managed by the Air Force.) Air Force
civilians required to provide a minimum level of life and property safety are defined as:

e Health professionals and technicians who provide 24-hour in-patient care or emergency
services, where civilian furloughs cannot be managed in a manner to meet minimum
manning levels.

¢ Civilian police, security guards, and flight leads at installations where civilians comprise
25% or more of the flight level first responders.

¢ Civilian firefighters where required to meet minimum manning for the Critical Level of
Service (CLS) defined in AFI 32-2001.

Please see attached for additional details, Exceptions will be minimal. We do not
anticipate all employees in any occupational series will be excepted from furlough, and most
excepted employees will still be subject to furlough even if only for a portion of the hours
required for most employees.

Very Limited MAJCOM/COCOM/DRU Exceptions

A furlough will inevitably degrade readiness and mission capability. This is
unfortunately unavoidable and to be expected. We recognize your command may need very
limited furlough exceptions in specific areas unique to your mission. You may also need other
very limited exceptions—so limited they defy broad categorization in Air Force-level
guidance—to comply with statutory standards or requirements, or to avoid irreversible damage
to the long-term health of the Air Force and its mission. Please provide these proposed
exceptions to AF/A1 (Alfurloughexceptions{@pentagon.af.mil) by COB 26 Feb 13. The submission
must meet the standards provided below. Approved exceptions will be sent to the Under
Secretary of Defense (Personnel and Readiness) and the Under Secretary of Defense
{Comptroller) for their review of consistency across the Department of Defense.

The standard for an exception is not the “mission-critical employee” standard used for a
government shutdown. Mission-critical employees generally wilf be furloughed. Exceptions
should only be considered if (1) the loss of man hours will result in mission degradation to the
point of failure, and (2) in a mission that is deemed critical. If an office is properly manned,
furlough should be manageable through proper scheduling — just like leave or an alternate work
schedule. Only where staggering absence is not possible — such as for deployed civilians — is an
exception truly essential. Thus, if an individual can take leave or participate in a compressed
work schedule, they can be furloughed. All requests for exceptions must make it clear why
staggered scheduling and other accommodations cannot be implemented. Exception requests
must include the alternative lower furlough hours per pay period.
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Furlough Mitigation

In the event of furfough, we expect you to mitigate mission and reacliness impacts, to the
greatest extent possible, by controlling feave and absences for all Airmen. military and civilian,
You may not use contract funding or premium pay (compensatory time or overtime) to offset
furloughs. Also, in the rare cases where employees are excepted from furlough, you may also
not allow thein to take paid personal leave. If employees can be spared to take paid leave, they
can be furloughed. We unclerstand that mission degradation is unavoidable in this circumstance;
we do not expect uniformed Airmen to replace the full capability of an approximate 20 percent
reduction in availability of the civilian workforce. Additionally, we must ensure our furloughed
civilians do not work fiom home or on-site, officially or unofficially, on their furlough days.
Such action may result in Anti-Deficiency Act violations for which employees and supervisors
will be held responsible (and may result in disciplinary action for both).

Please also note that it is illegal to transfer inherently governmental work to the
contractor workforce. Moreover, funding available for contractor services is reduced for FY13,
so we also expect to see a reduction in the contractor workforce through the remainder of the
fiscal year. To take any other action may present grounds for legal action against the Air Force.
Moreover, as all appropriations (except MILPERS) are impacted by sequestration, shifting costs
may create Anti-Deficiency Act violations in other accounts and thus must be avoided.

A final important note: While the Department of Defense has begun the congressional
notification process, there are multiple steps to be followed before a furlough can actually be
implemented. It is important to note that, like with any other changes in conditions of
employment, it is improper to engage employees in discussions during town hall meetings,
commanders' calls, etc., about executing a furlough without first notifying local union officials.
Cominanders may have these discussions, but they must give union officials the opportunity to
participate in them. Our bargaining responsibilities address not whether there will be a furlough,
but rather the procedural implementation of a furlough. Bargaining must come first before
wholesale notification. Commanders should begin local Impact and Implementation bargaining
with unions immediately.

We stand ready to assist with clarification of the above guidance or to answer any other
questions you may have. Please direct any questions to appropriate functional staffs (Lt Gen
Darrell Jones, AF/AL, or Ms. Marilyn Thomas, SAF/FM).

%ﬂ@xjwh ,_,__‘in-

LARRY O. SPENCER ~ JAMIE M. MORIN

General, USAT Acting Under Secretary of the Air Force
Vice Chief of Staff

Atlachment

AF Supplemental Guidance on Furlough Exceptions
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AIR FORCE SUPPLEMENTAL GUIDANCE
ON
CRITERIA FOR IDENTIFYING EXCEPTED POSITIONS
FOR ADMINISTRATIVE FURLOUGH

In preparation for sequestration and possible civilian furlough, it is necessary to identify
positions that are excepted from furlough and the criteria used to make that determination.

The categories of positions listed below are approved as excepted positions. Foreign Military
Sales employees are NOT excepted from furlough. Requests for additional exceptions must be
submitted to AF/Alat Alfurloughexceptions@pentagon.af.mil no later than Tuesday, 26 Feb 13,
for review and approval.

¢ Civilians deployed to a combat zone. This includes pre- and post-deployment duty
requirements.

e Non-US civilians (local nationals). All are excepted from furlough.

For the following three categories, most excepted employees will still be subject to furlough, but
only for a portion of the hours required for most employees.

¢ Civilian Police/Security Guards — Occupational Series 0083 and 0085: All Air Force
Civilian Police/Security Guard personnel are subject to furlough except at installations where
the positions comprise 25% or more of the funded Security Forces unit authorizations and are
performing flight-level first responder duties. These exceptions are for GS-0083 civilian
police officers and GS-0085 security guards, assigned to Security Forces squadrons,
generally servicing in grades GS-09 and below (the only exception being GS-11 flight leader
positions) aligned under FAC code 4383. Only the following units should be exempt from
furlough as they are under the 25% manning rule set:

45 SFS  Cape Canaveral

61 SFS  Los Angeles, AFB, CA

87 SFS  Joint AFB McGuire-Dix-Lakehurst, NJ

301 SFS Ft Worth NAS, TX

434 SFS  Grissom AFB, IN

502 SFS  Joint Base San Antonio (Ft Sam Houston only)
628 SFS  Joint Base, Charleston, SC

733 SFS  Joint Base Langley-Eustis (Ft Eustis only)

910 SFS  Youngstown Warren ARS, OH

914 SFS Niagara Falls ARS, NY

¢ Civilian Firefighters, Occupational Series 0081: All Air Force firefighters will be subject
to furlough except at installations where doing so would drop installation firefighter manning
level below the Critical Level of Service (CLS) defined in AFI 32-2001, paragraph 2.7 and
Figure A4.2. FES Capabilities, If an installation drops below CLS and must except
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firefighters from full furlough, MAJICOMs will be directed to do so equally among all
firefighters at that installation. HAF functional experts have determined that even though
firefighters work a 24-hour shift, MAJCOM leaders can direct furlough hours which will still
allow them to cover the higher risk periods. Initial assessments clo not indicate there are any
installations currently manned at levels where they will be unable to meet CLS standards
even with a furlough.

Civilian Health Care Personnel: All Air Force Medical Service civilians are subject to
furtough except those that provide 24-hour inpatient care or emergency service, and
personnel providing ancillary services directly supporting the 24-hour inpatient care and
emergency services,

Employees who support 24-hour inpatient operations or emergency services at the following
locations and occupational series who are excepted are:
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AIR FORCE MEDICAL SERVICE {AFMS) 2013 FURLOUGH EXCEPTION LIST 130207v3

QOce Series | Positions Occ Series Positions Occ Series | Positions
610] 16 610 3 602 3
620 4 644 4 610 121
621 1 620 28
640| 10] | Occ Series|  Positions 640 4
610 7 649 7
620 1 651 2
Occ Series | Positions
610] 3] | Occ Series|  Positions Qce Series| Posltions
610 22 180 1
621 1 610 2
Occ Series | Positions 645 4 645 1
640 4 647 4 661 1
- 661 9 1603 1
Occ Series | Positions Occ Series Positions QOcc Series | Positions
181 2 602 2 610 15
602 3 610 22 620 3
610| 19 620 2 640 3
640} 1 621 2 642 1
644 2 644 7 644 4
645 5 649 4 646 1
646 ol 660 1 647 2
661 .4 661 4 649 7
1603 2 660 1
Total: 399 661 5
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DEPARTMENT OF THE AIR FORCE
WASHINGTON, DC

FEB 132013

&
&

Office Of The Secretary

MEMORANDUM FOR ALMAJCOM-FOA-DRU/CV
DISTRIBUTION C

FROM: SAF/AA
1720 Air Force Pentagon
Washington DC 20330-1720

SUBJECT: Suspension of Top Secret Periodic Reinvestigations

Reference: (a) SAF/AA Memo, 26 Jul 12
(b} SAF/AA Memo, 13Apr 12

As noted in the above references, the Air Force experienced fiscal challenges in Fiscal
Year (FY) 12 and suspended Top Secret Periodic Reinvestigations from 13 April to 30
September 2012. Due to an estimated $50 million shortfall in the FY13 Personnel Security
Investigation budget, we are suspending the submission of all Top Secret Periodic
Reinvestigations until further notice. Effective immediately, all Single Scope Periodic
Reinvestigations (SSBI-PR) and Phased Periodic Reinvestigations (PPRs) are suspended with
exceptions noted below, This suspension includes the mandatory Air Force Specialty Codes
requiring in-scope Top Secret investigations as found in Air Force Officer and Air Force Enlisted
Classification Directories.

Reinvestigations for personnel assigned to Personnel Reliability Programs, Presidential
Support Programs, Special Access Programs and personnel with access to Sensitive
Compartmented Information who are in positions directly supporting the Intelligence
Community will not be suspended. Additional exceptions must be approved by SAF/AAZ.

If you have any questions please contact Mr. Herman Mitchell, SAF/AAZ at 703-693
0644, Herman.Mitchell@pentagon.af.mil, Ms Jennifer Aquinas, SAF/AAZ at 703-693-0158,

Jennifer. Aquinas@pentagon.af.mil.

TIM BEYLAND
Administrative Assistant
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As of 1 Mar 13
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o All itineraries for CODELs/STAFFDELSs must be approved by the escorting Service’s
2-star Legislative Affairs Director to ensure that the itinerary is an efficient use of
taxpayer’s funds.

Tuition Assistance

All Services should consider significant reductions in funding new tuition assistance
applicants after the date of this memorandum for the duration of the current fiscal situation.

Civilian Monetary Awards

Consistent with guidance from the Office of Management and Budget (OMB Bulletin
#M-13-05, Agency Responsibilities for Implementation of Potential Joint Committee
Sequestration), the Department will not issue discretionary monetary awards for its civilian
employees, which should occur only if legally required, until further notice. For bargaining unit
employees, all bargaining obligations must be fulfilled prior to implementing the OMB guidance.

Participation in International Events

The Department should limit its participation in international events except in those
instances where individuals are supporting Foreign Military Sales and the funds supporting these
efforts are not being sequestered because the accounts are exempt from sequestration.

Demonstration Flying

All aerial demonstrations, including flyovers, jump team demonstrations, and participation
in civilian air shows and military open houses will cease as of April 1, 2013. Flyovers in support
of military funerals will be given special consideration. To ensure consistency across the
Department all exceptions and waivers for demonstration flying will require the concurrence of
the Office of the Assistant to the Secretary of Defense for Public Affairs before approval.

Support to Non-DoD Organizations

All military support to non-DoD organizations for outreach activities will cease, except
when the Department has authority to retain any reimbursement and is fully reimbursed for all
incremental costs incurred in providing the support. This includes, but is not limited to, military
equipment displays at civilian air shows, parades, and civic events. Fleet/ Service weeks as well
as military open houses, and local community relations activities are permitted as long as the
support/equipment can be provided locally and at no cost to the Department. To ensure
consistency across the Department, all exceptions and waivers for support to non-DoD
organizations and special events will require the concurrence of the Office of the Assistant to the
Secretary of Defense for Public Affairs before approval.
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Military Musical Unit (and Ceremonial Unit) Travel

Military musical and ceremonial units will not be permitted to travel beyond the local area
immediately surrounding their respective duty stations except when all transportation, lodging,
and subsistence, are provided by the requesting organization and can be accepted in accordance
with existing law and Department policies, or where the Department has authority to retain any
reimbursement and is fully reimbursed by the requesting organization for all incremental costs.
Units may continue to perform locally both on and off military installations as long as those
performances can be conducted at no cost to the Department. To ensure consistency across the
Department all exceptions and waivers will require the concurrence of the Office of the Assistant
to the Secretary of Defense for Public Affairs before approval.

Additional guidance will be provided as issues surface that require a DoD-wide policy.

(oot 7 Wl

Robert F. Hale

cc:
Director of National Intelligence

DISTRIBUTION:

SECRETARIES OF THE MILITARY DEPARTMENTS
CHAIRMAN OF THE JOINT CHIEFS OF STAFF

UNDER SECRETARIES OF DEFENSE

DEPUTY CHIEF MANAGEMENT OFFICER

COMMANDERS OF THE COMBATANT COMMANDS
ASSISTANT SECRETARIES OF DEFENSE

GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE
DIRECTOR, OPERATIONAL TEST AND EVALUATION
DIRECTOR, COST ASSESSMENT AND PROGRAM EVALUATON
INSPECTOR GENERAL OF THE DEPARTMENT OF DEFENSE
ASSISTANTS TO THE SECRETARY OF DEFENSE
DEPARTMENT OF DEFENSE CHIEF INFORMATION OFFICER
DIRECTOR, ADMINISTRATION AND MANAGEMENT
DIRECTOR, NET ASSESSMENT

DIRECTORS OF THE DEFENSE AGENCIES

DIRECTORS OF THE DOD FIELD ACTIVITIES
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UNDER SECRETARY OF THE AIR FORCE
WASHINGTON

MEMORANDUM FOR ALMAJCOM/CC MAR 11 2013

SUBJECT: Fiscal Year 2013 (FY13) Sequestration Guidance, ‘Change #1

References:

1.

2.

(O8]

Non kR

28 Feb 2013 USecAF & VCSAF memorandum “Fiscal Year 2013 (FY13) Sequestration
Guidance” _

10 Jan 2013 DSD memorandum “Handling Budgetary Uncertainty in Fiscal Year 2013”
5 Mar 2013 USD (Comptroller) memorandum “Additional Guidance for Handling
Budgetary Uncertainty in Fiscal Year 2013”

21 Feb 2013 OASD Total Force Management and Budgetary Uncertainty

15 Feb 2013 AF IT Spending Memo

20 Feb 2013 AF Furlough Guidance

13 Feb 2012 SAF/AA Memo, Suspension of Top Secret Periodic Reinvestigations

On 1 March 2013, we expect to absorb over $12B in sequestration reductions while we
simultaneously work to mitigate an OCO shortfall of approximately $1.8B and operate under a
highly restrictive Continuing Resolution. A reduction of this magnitude would be devastating to
our mission and our people, but, since it appears sequestration cannot be avoided, we must take
further actions to significantly slow spending to operate within mandated budget limitations.
Implementation of these actions should be structured as best possible to minimize short- and
long-term harm to our people and our unit readiness, recognizing that major 1mpacts cannot be
entirely avoided. This guidance applies to the Total Force.

As areminder and to assist you in making mission critical determinations, OSD directed
protection of the following programs throughout the year:

Fully protect funding for wartime operations

Fully protect Wounded Warrior programs

To the extent feasible, protect programs most closely associated with the new defense
strategy

To the extent feasible, protect family programs

ContinuationA of Near Term Actions Directed in 14 January 2013 Memorandum

Conduct a thorough review of all OCO requirements and identify potential reductions
which will not impair wartime operations such as delaying asset reconstitution and
incrementally funding OCO contracts.

Civilian hiring restrictions remain in place to include a hiring freeze, immediate
elimination of temporary employees and not renewing term hire employees with
exceptions for mission-critical activities and when appropriate in terms of personnel
timing. See attachment 1 for guidance on Total Force Management.
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- Cancel all temporary duties that are not mission-critical, such as attendance at or hosting
of conferences and symposia (such as functional conferences), staff assistance visits and
training seminars. :

- Cancel ongoing and scheduled studies that are not congressionally directed or mission
critical. Further Action: SAF/LL and SAF/FMBL will engage with Congress, as
appropriate, to seek relief or delay approval for congressionally directed studies.

- Limit supply purchases to essential FY13 consumption (e.g., flying hour bench stock)
and stop minor purchases that are not mission-critical such as furniture, and unit

. equipment.

- Given the current budget uncertainty, the Air Force Chief Informat1on Officer, SAF/CIO
A6, further directed immediate actions to minimize IT expenditures to only mission-
critical capabilities. Specific actions are outlined in the CIO Policy Directive
Memorandum, Subject: Near-Term Guidance on FY13 Information Technology (IT)
Spending dated 15 Feb 13 (attachment 2). The actions are intended to ensure planned
mission-critical purchases are aligned and directly support the transition to enterprise-
wide IT services to realize long-term cost savings and mission effectiveness. ‘

- Defer all non-emergency Facility Sustainment, Restoration and Modernization (F SRM)
projects to include Dormitory and Energy Focus Funds. Installations should continue to
work with local contracting offices to gather low bids and provide funds requests to the
Air Force Civil Engineer Center (AFCEC). Projects may be funded later in the year if
funding becomes available. Emergency requirements should be coordinated with
AFCEC using the established process for Emergent Requirements (POC: AF/A4/7C).

- Where practical, de-obligate/incrementally fund contracts to encompass only FY13
activity (examples include but are not limited to base maintenance contracts, advisory
and assistance services contracts, custodial contracts, etc.).

- Review contracts for possible descoping or other long term cost savings.

FEXxceptions for Continued Near Term Actions

Limited exceptions for the continuation of these near-term actions may be made for mission
critical activities and civilian positions as determined by appropriate senior officials. Requests
for exceptions shall be approved by MAJCOM Vice Commanders, the Deputy Director of the
Air National Guard, DRU Commanders, and by SAF/AA for the HAF portfolio. Previous
delegation of waiver authority will no longer be permitted effective 1-March 2013.

Additional Actions Required due to Implementation of Sequestration

In the event sequestration occurs, additional, wide-ranging and dramatic actions are required
to ensure the Air Force operates within the new FY13 top-line. We direct the immediate
implementation of the following actions in the event sequestration is triggered on 1 March 2013.

Civilian Personnel (POC: AF/Al)

Civilian Furloughs:

- Follow the guidance found at attachment 3. Please read the attached guldance closely
The authority to approve the very few exceptions to furlough cannot be delegated below
the MAJCOM Vice Commanders, the Deputy Director of the Air National Guard (ANG),
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DRU Commanders, or SAF/AA for the HAF portfolio. ANG will follow guidance
provided by NG-J1-TN.

- Itis also important to emphasize you may not use premium pay (compensatory or
overtime) to offset furloughs, either to make up for lost work or to make up for lost pay.
Premium pay is not authorized unless it is part of an employee's normal pay (such as an
employee who regularly earns a night shift differential). Beyond that, premium pay is
only authorized when it is necessary to provide safety of life or property, but only to the
minimum extent needed to protect life or property (i.e., firemen or emergency responders
working over their regular shift due to an emergent situation that arises on their shift).

- To reiterate, except in the above circumstances, supervisors will not approve and civilian
full-time employees will not work any hours in excess of their normal duty day. Part-
time employees will have their furloughs pro-rated IAW 5 CFR 752. You may not
request the furloughed employee work overtime nor may you ask another civilian who is
not furloughed to compensate for the furloughed employee's lost productivity by working
overtime.

Civilian Permanent Change of Station (PCS) guidance:

- All centrally-funded “must move” civilian PCSs will continue, to include overseas
returnees, CDE placements, SES moves, priority placements, and centrally-funded career
broadener, Palace Acquire, & Copper Cap placements.

- Centrally-funded civilian career moves that are discretionary will be significantly reduced
as a result of sequestration. A strategic pause is anticipated for these discretionary
moves; guidance will be provided by AFPC. '

- Locally funded civilian PCSs can be approved at the discretion of the local commander.

Education and Training (POC: AF/Al)

Education and training gu1dance

- All HQ AF leadership development courses scheduled through April 2013 Wﬂl be
cancelled with exceptions for courses with non-recoverable tuition. HQ AF/A1 will
evaluate subsequent classes on a monthly basis and assess the impact on our Total Force
officer, enlisted, and civilian Airmen.

- Third quarter attendance at short-term TDY professional military education (PME), e.g.,
SOS, CALT, NCO Academies will be reduced. Specific guidance will be provided by
AF/AL.

- The AF will support DoD and Joint education and training consistent w/OSD guidance.

- Due to the current fiscal challenges, Military Tuition Assistance (TA) is suspended
effective immediately. The suspension applies to all Active Duty and Reserve Airmen
and will remain in effect during the current fiscal situation. Airmen will no longer be
permitted to submit new requests for Tuition Assistance through the AF Virtual
Education Center nor the AF Automated Education Management System. Airmen
currently enrolled with an approved tuition assistance form are not affected and will be
allowed to complete current course enrollment(s). Airmen can continue to access their
GI Bill benefits, either the Montgomery GI Bill (MGIB) or the Post 9/11 GI Bill as
applicable, or use another funding source (i.e. grants, scholarships, or state Tuition
Assistance for the Air National Guard). Airmen are encouraged to contact their local
education center for additional information. Updated information will be posted on the
AF Virtual Education Center website located on the AF Portal, www.my.af. mil. ,
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The following education and training is considered mission critical and will continue under
sequestration:
- Long-term professional military education (military and civilian attendance), all pre-
command training and CSAF mandated training, initial skills training, pre-deployment
expeditionary skill training, and functional skills training as required by law.

Flying Hours (POC: AF/A3/5)

Operational leaders at all levels of command are charged with preserving readiness to the
maximum extent possible in these difficult circumstances. Due to compressed planning
timelines and the unprecedented nature of sequestration cuts, we remain concerned about
unanticipated second and third order effects on flying hour program execution and readiness. To
mitigate this risk, operational leaders will ensure coordination across functional lines. In .
particular, civilian furloughs and weapon systems sustainment cuts (to include simulator
sustainment) will significantly impact our ability to effectively execute flying hours or maintain
operational competencies and must be taken into account. Readiness impacts will be severe and
long-term under the best of scenarios; we must do everything in our power to avoid
compounding negative effects through inefficient implementation.

_ Effective immediately, AF O&M flying hours will be used primarily to prepare for and
execute approved named operations, SecDef-ordered missions and deployments, nuclear
deterrence operations, POTUS/VPOTUS/CCDR travel, Continuity of Government/Operations,
and initial training, to include Formal Training Units. Units preparing for and executing these
missions will be allocated appropriate flying hours to remain mission ready or gain mission
ready status prior to deployment

- Units not preparing for or executing these missions will follow MAJCOM guidance to
preserve critical capabilities and readiness to the extent possible. This may result in
ceasing operations at a number of units and tiered readiness beginning in March. In
many cases, this will result in units having to stand down for prolonged periods, which
will severely degrade readiness. For example, we anticipate more than half of our AD
CAF units will reach this point by mid-May. MAJCOMs will build reconstitution plans
to best posture Airmen for returning to fly in FY 14, while ensuring these units maximize
training opportunities (e.g. simulators, part task trainers, academics) during the down
period.

- Not all SecDef approved missions wﬂl be supported. AF/A3/5 will coordinate with
MAJCOM:s and Joint Staff through Global Force Management processes to provide
detailed guidance.

The following flying hour actions are effective immediately upon sequestration (1 March
2013) unless already in execution or otherwise noted:

- To support emphasis on initial qualification training, we recognize advanced flying
training (e.g., instructor upgrade, "TX" transition courses) may be severely impacted, to
include Weapons Instructor Courses. MAJCOMs retain authority on specific termination
dates and may approve waivers/exemptions required to allow completion of
training/courses currently in execution or those deemed mission critical.

- Cancel O&M funded USAF exercises and AF flying participation in all other exercises,
unless required for deployment spin-up.
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- Cancel all air shows, tradeshows, flyovers, orientation flights, heritage flights, and
demonstration flights (includes funeral and all military graduation flyovers).

- Cancel all Thunderbird demonstration team events, effective 1 April 2013.

- Cancel all installation open houses unless event includes only local assets and can be
supported within available local funding.

- Lead MAJCOMs will continue to manage programs and make ﬂymg hour
allocations/reductions based on supported missions.

- For senior leader airlift support, the Air Force will continue to support White House-
directed missions and DOD required users (IAW DODD 4500.56). For Congressional
travel, the Air Force will strictly adhere to DODD 4515.12 unless waivered by OSD-LA
and expects there to be a significant reduction in available aircraft. All other senior
leader military airlift support will continue to adhere to existing processes in AFI 24-101,
but on a very restricted basis and with reduced aircraft available.

- AF/CV is waiver/exception-to-policy authority for events listed above. Only mission-
ccritical events will be approved. Approvals will not result in increased flying hour
allocation from the Air Staff; funding must be sourced from MAJCOM/Lead MAJCOM
flying hours. Route requests through A3/5, to include event name, date(s), rationale,
cost, and number of assets (personnel and aircraft) dedicated to support the event. For
public aerial évents, route questions through SAF/PA.

Weapon System Sustainment (POC: AF/A4/7)

Utilizing the 24 January 2013 Centralized Asset Management (CAM)/Executive Committee
approved briefing data all weapon system sustainment fund holders will begin to execute ‘
planned sequestration actions to cover the worst case scenario reductions. Establish regular
reporting of workload not accomplished and workload in danger of not getting funded in next
report. Workload previously identified for deferral will not be initiated unless an equal dollar

- value offset is provided from within the relevant fund holder’s portfolio. MAJCOMs and the AF

Life Cycle Management Center will review war ready engine levels to determine where
additional risk can be taken based on flying hour reductions. Program offices will continue to
review activities to find potential savings and will continue to report impacts to contracts
supporting weapon system sustainment (e.g., Contractor Logistics Support contracts) and depot
maintenance workload. Ensure minimum impact to contingency operations efforts and protect
the pilot production pipeline in accordance with stated priorities. In addition, sustainment
prioritization efforts should protect aircrew readiness capability through favorable consideration
of aircrew training device and simulator operations and maintenance contracts. As current
mission requirements and warfighter priorities are reassessed, major adjustments to the
previously reviewed plan will be vectored through the CAM Governance Structure.

Air Force Working Capital Funds (AFWCEF) (POC: SAF/FMBMR)

The AFWCEF will experience immediate and severe impacts caused by sequestration. Initial
assessments indicate AFWCF 'Blue' cash will be depleted to a negative $772 million balance by
the end of FY2013. Coupled with projected Transportation WCF (TWCEF) losses, the overall
AFWCEF cash balance could drop below negative $1 billion. Without additional action, this will
cause an Anti-Deficiency Act violation, which must be avoided. Cost control measures within
the AFWCEF are critical to minimize losses; however, we understand that AFWCEF activities may
not be able to achieve sufficient cost reductions in the near term to off-set cash losses of this
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magnitude. With that in mind, we direct AFMC to take immediate actions to help mitigate the
expected negative cash balance. Additionally, we direct AFMC to identify the month in which
negative AFWCEF 'Blue' cash and/or negative available budgetary resources will occur and to
project the 'cash surcharge' required to prevent losses in total and by month. We will request that
TRANSCOM also work to reduce costs and provide maximum possible insight into its cash
position. SAF/FMB and AF/A4/7 will collaborate with AFMC and TRANSCOM to engage
USD(C), OMB and the Congress in an effort to secure support for required mitigating actions to
address any remaining shortfall in AFWCF. External support needed to prevent ADA violation
may include restoral of readiness accounts, implementation of cash surcharges, and/or
reprogramming funds from investment appropriations.

Investment Accounts (POCs: SAF/AQ, SAF/FMBI)

SAF/AQ and SAF/FM will issue funding restrictions at the appropriation level and program
ceiling level that assume worst case impacts as a result of combined continuing resolution and
sequestration effects. This could have the impact of an across the board reduction of 10% to
every program against the planned FY13 funding levels. Our ability to smooth programmatic
impacts will be entirely dependent on the degree of funding flexibility we get with associated
continuing resolution or appropriation language. As a result, we must have visibility of
continuing resolution less sequestration reduction baselines at the program level and any
proposed movement of funds between program line items. Additionally, any anticipated _
contract, modification or task/delivery order award using appropriated investment funding, with

- a value (not obligation) of $500M or more must be coordinated with AT&L before award.

Requests for AT&L coordination shall be.sent to SAF/AQX. SAF/AQX will ensure Air Force
coordination and will staff the package to AT&L for approval. As a reminder, this AT&L '
coordination requirement is for investment dollars only and excludes FMS, sustainment, services
acquisitions, and award of basic multiple award ID/IQ contracts. Investment OCO obligations
should be deferred until further notice; request for exception may be submitted to SAF/AQ and
SAF/FM. Assume you will execute the sequestration plans you submitted to SAF/AQXR until

-further notice; this includes preserving unobligated prior year balances identified to pay

sequestration bill. Lastly, programs must adhere to guidance provided in this memorandum
reducing studies, program management administrative and other contract costs. If our budget
continues to decline, the Air Force will make strategic decisions to prioritize modernization
programs to support the defense strategy and current readiness.

Guidance for all Air Force Activities

Based on actual sequestration reductions, you will receive updated budget bogeys when they
are available. For planning purposes, you should plan for the worst case, using the 9 Jan Top ‘
Line Reduction, Scenario 2 Bogeys. This assumes the Air Force will not receive external
support for our $1.8B OCO shortfall. You are directed to take the additional actions:

- Cancel all temporary duty travel unless directed by MAJCOM/CC or CV. Additional

guidance includes:
- MAJCOM/CCs will determine which, if any, functional and IG inspections will
' occur during the sequester. High priority should be given to nuclear-related
inspections. ‘
- The following TDYs are considered mission critical and approved as they support
critical corporate Air Force functions: Promotion boards, command selection
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boards, special selection boards, force management/force-shaping boards pre- and

post-board activities, and development teams supporting school and command

selection only. Development Team meetings supporting school and command

selection should be considered on-site TDYs, unless agreement is reached with
AFPC in advance to conduct them virtually.

- Safety and Accident Investigation Boards are approved travel.

- Travel for promotion/retirement/award ceremonies or banquets is NOT approved.

- Speaker participation in wing/group commander courses should not require travel,
but be executed by VTC, DCO or other technology.

- Travel to attend AETC hosted technical or follow-on training courses is approved,
but attendees must confirm the course will continue as scheduled.

- SAF/IA will provide minimum required support to international events.

- Cancel or defer all AF-hosted conferences and attendance at Non-Federal Entity
(NFE) hosted conferences, seminars and symposia. Local attendance at an NFE
event is allowed only if there is no cost to the Air Force. Previously delegated
conference approval authority is rescinded. Request exemptions through the
existing conference approval process for SAF/US approval. Cancellation includes
individual speaker travel if at AF expense. (All “gifted” travel must be approved
by SAF/GC and reported annually.) Conference attendance for medical readiness
training and annual chaplain ecclesiastical endorsement events will be allowed
after review through the conference approval process.

- No spouse travel will be approved at AF expense, except for required pre-
command training (eg., squadron, group, wing pre-command courses). However,
CSAF, VCSAF, and MAJCOM commander spouse travel is authorized for the
purpose of base visits (and only base visits) when the visit has a robust spouse
agenda, the spouse is accompanied by the active duty member, and MILAIR is
available. No commercial travel is authorized and all travel must be at no cost to
the AF. '

- The funding for patient travel reimbursement for referred medical care (to include
Non-Medical Attendants where spouses may fill that role) is determined by law
and regulation, and is managed at the Health Affairs level. Medical personnel
will ensure all patient travel is carefully monitored and appropriate; however, it is
exempted from the requirement of MAJCOM CC or CV review/approval.

Implement additional reductions where possible to Science Engineering and Technical -
Assistance (SETA); Advisory and Assistance Services (A&AS); Final System Design
Review (FSDR); Contract Military Equivalents (CME) contracts by end of fiscal year or
period of performance if earlier than Oct 1, 2013.

Reference SAF/AA Memorandum, Suspension of Top Secret Periodic Reinvestigations
13 Feb 2013 (see attachment 4), suspend the submission of all Top Secret Periodic
Reinvestigations. Suspend all Single Scope Periodic Reinvestigations (SSBI-PR) and
Phased Periodic Reinvestigations (PPRs) with limited exceptions. This suspension
includes the mandatory Air Force Specialty Codes requiring in-scope Top Secret
investigations as found in Air Force Officer and Air Force Enlisted Classification
Directories. Reinvestigations for Personnel Reliability Programs, Presidential Support
Programs, Special Access Programs and personnel with access to Sensitive
Compartmented Information who are in positions directly supporting the Intelligence
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Community will not be suspended. Additional exceptions must be approved by
SAF/AAZ.

These events are unprecedented for the Department and the USAF. As such, it is critical that
we maintain very open communication lines to ensure maximum awareness of actions and '
consistency of application of all sequestration guidance. This will enable us to inform leadership
of notable events and assist in the preparation for media/congressional inquiries. Request you
provide a weekly update to the SAF/FMBP Workflow (SAFFMBP.Workflow@pentagon.af.mil)
and identify any major actions/events that should be elevated to HQ AF. For example, if -
projected stand down of a flying unit is accelerated from previous estimates, please provide those
details. Each MAJCOM should identify a command POC for submitting these reports. Negative
inputs should be documented with a NSTR email to the SAF/FMBP Workflow.

We will continue to coordinate with MAJCOMs/COCOMSs on actions for consistency in
application and recognize you have already implemented many of the actions above. We also
realize there are many difficult decisions and trade-offs yet to be made, but they are necessary to
comply with a reduction of this magnitude. We will continue working closely to communicate
sequestration impacts and advocate for restoral of funding necessary to mitigate the devastating
effects of sequestration. If you have questions regarding this guidance, please call Ms. Manlyn
Thomas, SAF/FM, at (703) 697- 4464

EARRY O. SPENCER

General, USAF
Vice Chief of Staff

Jamie M. Morin
Actlng Under Secretary of the Air Force

cc:
SAF/F M -
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5 CFR § 752, Subpart D—Regulatory Requirements for Removal, Suspension for More
Than 14 Days, Reduction in Grade or Pay, or Furlough for 30 Days or Less

§ 752.401 Coverage.
(a) Adverse actions covered. This subpart applies to the following actions:
(1) Removals;
(2) Suspensions for more than 14 days, including indefinite suspensions;
(3) Reductions in grade;
(4) Reductions in pay; and
(5) Furloughs of 30 days or less.
(b) Actions excluded. This subpart does not apply to:

(1) An action imposed by the Merit Systems Protection Board under the authority of 5
U.S.C. 1215;

(2) The reduction in grade of a supervisor or manager who has not completed the
probationary period under 5 U.S.C. 3321(a)(2) if such a reduction is to the grade held
immediately before becoming a supervisor or manager;

(3) A reduction-in-force action under 5 U.S.C. 3502;

(4) A reduction in grade or removal under 5 U.S.C. 4303;

(5) An action against an administrative law judge under 5 U.S.C. 7521;

(6) A suspension or removal under 5 U.S.C. 7532;

(7) Actions taken under any other provision of law which excepts the action from
subchapter II of chapter 75 of title 5, United States Code;

(8) Action that entitles an employee to grade retention under part 536 of this chapter, and an
action to terminate this entitlement;

(9) A voluntary action by the employee;

(10) Action taken or directed by the Office of Personnel Management under part 731 of this
chapter;
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(11) Termination of appointment on the expiration date specified as a basic condition of
employment at the time the appointment was made;

(12) Action that terminates a temporary or term promotion and returns the employee to the
position from which temporarily promoted, or to a different position of equivalent grade and pay,
if the agency informed the employee that it was to be of limited duration;

(13) Cancellation of a promotion to a position not classified prior to the promotion;

(14) Placement of an employee serving on an intermittent or seasonal basis in a temporary
nonduty, nonpay status in accordance with conditions established at the time of appointment; or

(15) Reduction of an employee's rate of basic pay from a rate that is contrary to law or
regulation, including a reduction necessary to comply with the amendments made by Public Law
108-411, regarding pay-setting under the General Schedule and Federal Wage System and
regulations implementing those amendments.

(c) Employees covered. This subpart covers:

(1) A career or career conditional employee in the competitive service who is not serving a
probationary or trial period;

(2) An employee in the competitive service who has completed 1 year of current continuous
service under other than a temporary appointment limited to 1 year or less;

(3) An employee in the excepted service who is a preference eligible in an Executive
agency as defined at section 105 of title 5, United States Code, the U.S. Postal Service, or the
Postal Regulatory Commission and who has completed 1 year of current continuous service in
the same or similar positions;

(4) A Postal Service employee covered by Public Law 100-90 who has completed 1 year of
current continuous service in the same or similar positions and who is either a supervisory or
management employee or an employee engaged in personnel work in other than a purely
nonconfidential clerical capacity;

(5) An employee in the excepted service who is a nonpreference eligible in an Executive
agency as defined at section 105 of title, 5, United States Code, and who has completed 2 years
of current continuous service in the same or similar positions under other than a temporary
appointment limited to 2 years or less;

(6) An employee with competitive status who occupies a position in Schedule B of part 213
of this chapter;

(7) An employee who was in the competitive service at the time his or her position was first
listed under Schedule A, B, or C of the excepted service and who still occupies that position;
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(8) An employee of the Department of Veterans Affairs appointed under section 7401(3) of
title 38, United States Code; and

(9) An employee of the Government Printing Office.
(d) Employees excluded. This subpart does not apply to:

(1) An employee whose appointment is made by and with the advice and consent of the
Senate;

(2) An employee whose position has been determined to be of a confidential, policy-
determining, policy-making, or policy-advocating character by the President for a position that
the President has excepted from the competitive service; the Office of Personnel Management
for a position that the Office has excepted from the competitive service (Schedule C); or the
President or the head of an agency for a position excepted from the competitive service by
statute;

(3) A Presidential appointee;
(4) A reemployed annuitant;

(5) A technician in the National Guard described in section 8337(h)(1) of title 5, United
States Code, who is employed under section 709(a) of title 32, United States Code;

(6) A Foreign Service member as described in section 103 of the Foreign Service Act of
1980;

(7) An employee of the Central Intelligence Agency or the Government Accountability
Office;

(8) An employee of the Veterans Health Administration (Department of Veterans Affairs) in
a position which has been excluded from the competitive service by or under a provision of title
38, United States Code, unless the employee was appointed to the position under section 7401(3)
of title 38, United States Code;

(9) A nonpreference eligible employee with the U.S. Postal Service, the Postal Regulatory
Commission, the Panama Canal Commission, the Tennessee Valley Authority, the Federal
Bureau of Investigation, the National Security Agency, the Defense Intelligence Agency, or any
other intelligence component of the Department of Defense (as defined in section 1614 of title
10, United States Code), or an intelligence activity of a military department covered under
subchapter I of chapter 83 of title 10, United States Code;

(10) An employee described in section 5102(c)(11) of title 5, United States Code, who is an
alien or noncitizen occupying a position outside the United States;
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(11) A nonpreference eligible employee serving a probationary or trial period under an
initial appointment in the excepted service pending conversion to the competitive service, unless
he or she meets the requirements of paragraph (c)(5) of this section;

(12) An employee whose agency or position has been excluded from the appointing
provisions of title 5, United States Code, by separate statutory authority in the absence of any
provision to place the employee within the coverage of chapter 75 of title 5, United States Code;
and

(13) An employee in the competitive service serving a probationary or trial period, unless
he or she meets the requirements of paragraph (c)(2) of this section.

§ 752.402 Definitions.
In this subpart—

Current continuous employment means a period of employment or service immediately
preceding an adverse action without a break in Federal civilian employment of a workday.

Day means a calendar day.

Furlough means the placing of an employee in a temporary status without duties and pay
because of lack of work or funds or other nondisciplinary reasons.

Grade means a level of classification under a position classification system.

Indefinite suspension means the placing of an employee in a temporary status without duties
and pay pending investigation, inquiry, or further agency action. The indefinite suspension
continues for an indeterminate period of time and ends with the occurrence of the pending
conditions set forth in the notice of action which may include the completion of any subsequent
administrative action.

Pay means the rate of basic pay fixed by law or administrative action for the position held
by the employee, that is, the rate of pay before any deductions and exclusive of additional pay of
any kind.

Similar positions means positions in which the duties performed are similar in nature and
character and require substantially the same or similar qualifications, so that the incumbent could
be interchanged between the positions without significant training or undue interruption to the
work.

Suspension means the placing of an employee, for disciplinary reasons, in a temporary
status without duties and pay for more than 14 days.
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§ 752.403 Standard for action.

(a) An agency may take an adverse action, including a performance-based adverse action or
an indefinite suspension, under this subpart only for such cause as will promote the efficiency of
the service.

(b) An agency may not take an adverse action against an employee on the basis of any
reason prohibited by 5 U.S.C. 2302.

§ 752.404 Procedures.

(a) Statutory entitlements. An employee against whom action is proposed under this subpart
is entitled to the procedures provided in 5 U.S.C. 7513(b).

(b) Notice of proposed action. (1) An employee against whom an action is proposed is
entitled to at least 30 days' advance written notice unless there is an exception pursuant to
paragraph (d) of this section. The notice must state the specific reason(s) for the proposed action,
and inform the employee of his or her right to review the material which is relied on to support
the reasons for action given in the notice.

(2) When some but not all employees in a given competitive level are being furloughed, the
notice of proposed action must state the basis for selecting a particular employee for furlough, as
well as the reasons for the furlough.

(3) Under ordinary circumstances, an employee whose removal or suspension, including
indefinite suspension, has been proposed will remain in a duty status in his or her regular
position during the advance notice period. In those rare circumstances where the agency
determines that the employee's continued presence in the workplace during the notice period may
pose a threat to the employee or others, result in loss of or damage to Government property, or
otherwise jeopardize legitimate Government interests, the agency may elect one or a
combination of the following alternatives:

(1) Assigning the employee to duties where he or she is no longer a threat to safety, the
agency mission, or to Government property;

(i1) Allowing the employee to take leave, or carrying him or her in an appropriate leave
status (annual, sick, leave without pay, or absence without leave) if the employee has absented

himself or herself from the worksite without requesting leave;

(i11) Curtailing the notice period when the agency can invoke the provisions of paragraph
(d)(1) of this section; or

(iv) Placing the employee in a paid, nonduty status for such time as is necessary to effect the
action.
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(c) Employee's answer. (1) An employee may answer orally and in writing except as
provided in paragraph (c)(2) of this section. The agency must give the employee a reasonable
amount of official time to review the material relied on to support its proposed action, to prepare
an answer orally and in writing, and to secure affidavits, if the employee is in an active duty
status. The agency may require the employee to furnish any answer to the proposed action, and
affidavits and other documentary evidence in support of the answer, within such time as would
be reasonable, but not less than 7 days.

(2) The agency will designate an official to hear the employee's oral answer who has
authority either to make or recommend a final decision on the proposed adverse action. The right
to answer orally in person does not include the right to a formal hearing with examination of
witnesses unless the agency provides for such hearing in its regulations. Under 5 U.S.C. 7513(c),
the agency may, in its regulations, provide a hearing in place of or in addition to the opportunity
for written and oral answer.

(3) If the employee wishes the agency to consider any medical condition which may
contribute to a conduct, performance, or leave problem, the employee must be given a reasonable
time to furnish medical documentation (as defined in § 339.104 of this chapter) of the condition.
Whenever possible, the employee will supply such documentation within the time limits allowed
for an answer.

(d) Exceptions. (1) Section 7513(b) of title 5, U.S. Code, authorizes an exception to the 30
days' advance written notice when the agency has reasonable cause to believe that the employee
has committed a crime for which a sentence of imprisonment may be imposed and is proposing a
removal or suspension, including indefinite suspension. This notice exception is commonly
referred to as the “crime provision.” This provision may be invoked even in the absence of
judicial action.

(2) The advance written notice and opportunity to answer are not required for furlough
without pay due to unforeseeable circumstances, such as sudden breakdowns in equipment, acts
of God, or sudden emergencies requiring immediate curtailment of activities.

(e) Representation. Section 7513(b)(3) of title 5, U.S. Code, provides that an employee
covered by this part is entitled to be represented by an attorney or other representative. An
agency may disallow as an employee's representative an individual whose activities as
representative would cause a conflict of interest or position, or an employee of the agency whose
release from his or her official position would give rise to unreasonable costs or whose priority
work assignments preclude his or her release.

(f) Agency review of medical information. When medical information is supplied by the
employee pursuant to paragraph (c)(3) of this section, the agency may, if authorized, require a
medical examination under the criteria of § 339.301 of this chapter, or otherwise, at its option,
offer a medical examination in accordance with the criteria of § 339.302 of this chapter. If the
employee has the requisite years of service under the Civil Service Retirement System or the
Federal Employees' Retirement System, the agency must provide information concerning
disability retirement. The agency must be aware of the affirmative obligations of the provisions
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of 29 CFR 1614.203, which require reasonable accommodation of a qualified individual with a
disability.

(g) Agency decision. (1) In arriving at its decision, the agency will consider only the reasons
specified in the notice of proposed action and any answer of the employee or his or her
representative, or both, made to a designated official and any medical documentation reviewed
under paragraph (f) of this section.

(2) The notice must specify in writing the reasons for the decision and advise the employee
of any appeal or grievance rights under § 752.405 of this part. The agency must deliver the
notice of decision to the employee on or before the effective date of the action.

(h) Applications for disability retirement. Section 831.1204(¢) of this chapter provides that
an employee's application for disability retirement need not delay any other appropriate

personnel action. Section 831.1205 and § 844.202 of this chapter set forth the basis under which
an agency must file an application for disability retirement on behalf of an employee.

§ 752.405 Appeal and grievance rights.

(a) Appeal rights. Under the provisions of 5 U.S.C. 7513(d), an employee against whom an
action is taken under this subpart is entitled to appeal to the Merit Systems Protection Board.

(b) Grievance rights. As provided at 5 U.S.C. 7121(e)(1), if a matter covered by this subpart
falls within the coverage of an applicable negotiated grievance procedure, an employee may elect
to file a grievance under that procedure or appeal to the Merit Systems Protection Board under 5
U.S.C. 7701, but not both. Sections 7114(a)(5) and 7121(b)(1)(C) of title 5, U.S. Code, and the
terms of an applicable collective bargaining agreement, govern representation for employees in
an exclusive bargaining unit who grieve a matter under this subpart through the negotiated
grievance procedure.

§ 752.406 Agency records.

The agency must maintain copies of, and will furnish to the Merit Systems Protection Board
and to the employee upon his or her request, the following documents:

(a) Notice of the proposed action;

(b) Employee's written reply, if any;

(c) Summary of the employee's oral reply, if any;
(d) Notice of decision; and

(e) Any order effecting the action, together with any supporting material.
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5 CFR § 359, Subpart H—Furloughs in the Senior Executive Service
§ 359.801 Agency authority.

This subpart sets the conditions under which an agency may furlough career appointees in
the Senior Executive Service. The furlough of a noncareer, limited term, or limited emergency
appointee is not subject to this subpart. The furlough of a reemployed annuitant holding a career
appointment also is not subject to the subpart.

§ 359.802 Definitions.

For the purpose of this subpart, furlough means the placing of an appointee in a temporary
status without duties and pay because of lack of work or funds or other nondisciplinary reasons.

§ 359.803 Competition.

Any furlough for more than 30 calendar days, or for more than 22 workdays if the furlough
does not cover consecutive calendar days, shall be made under competitive procedures
established by the agency. The procedures shall be made known to the SES members in the
agency.

§ 359.804 Length of furlough.

A furlough may not extend more than one year. It may be made only when the agency
intends to recall the appointee within one year.

§ 359.805 Appeals.

A career appointee who has been furloughed and who believes this subpart or the agency's
procedures have not been correctly applied may appeal to the Merit Systems Protection Board
under provisions of the Board's regulations.

§ 359.806 Notice.

(a) An appointee is entitled to a 30 days' advance written notice of a furlough. The full
notice period may be shortened, or waived, only in the event of unforseeable circumstances, such
as sudden emergencies requiring immediate curtailment of activities.

(b) The written notice shall advise the appointee of:

(1) The reason for the agency decision to take the furlough action.

(2) The expected duration of the furlough and the effective dates;

(3) The basis for selecting the appointee for furlough when some but not all Senior
Executive Service appointees in a given organizational unit are being furloughed;
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(4) The reason if the notice period is less than 30 days;

(5) The place where the appointee may inspect the regulations and records pertinent to the
action; and

(6) The appointee's appeal rights, including the time limit for the appeal and the location of
the Merit Systems Protection Board office to which the appeal should be sent.

§ 359.807 Records.

The agency shall preserve all records relating to an action under this subpart for at least one
year from the effective date of the action.
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125 STAT. 240 PUBLIC LAW 112-25—AUG. 2, 2011

Public Law 112-25
112th Congress
An Act

_Aug 2,2011 Ta provide for budget control.

IS. 3651
Be it enacted by the Senate and House of Representatives of
Budget Control the United States of America in Congress assembled,

Act of 2011,
SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

2 USC 900 note, {(a) SHORT TITLE.—This Act may be cited as the “Budget Control
Act of 2011”7,

(b) TABLE OF CONTENTS.—The table of contents for this Act
i as follows:

Sec. 1. Short title; table of contents.
Sec. 2. Severability,

TITLE I—TEN-YEAR DISCRETIONARY CAPS WITH SEQUESTER

Sec. 101, Enforcing discretionary spending limits.

Sec. 102. Definitions.

Sec. 103. Reports and orders.

Sec. 104, Expiration.

Sec, 105. An;‘elndments to the Congressional Budget and Impoundment Control Act
of 1974,

Sec. 108. Senate budget enforcement.

TITLE II—VOTE ON THE BALANCED BUDGET AMENDMENT

Sec. 201. Vote on the balanced budget amendment.
Sec. 202. Consideration by the other House.

TITLE III.—DEBT CEILING DISAPPROVAL PROCESS

Sec. 301. Debt ceiling disapproval process.
Sec. 302. Enforcement of budget goal.

TITLE IV—JOINT SELECT COMMITTEE ON DEFICIT REDUCTION

Sec. 401. Establishment of Joint Select Committee.

Sec. 402. Expedited consideration of joint commitiee recommendations.
Sec. 403. Funding.

Sec. 404. Rulemaking.

TITLE V—PELL GRANT AND STUDENT L.OAN PROGRAM CHANGES

Sec. 501. Federal Pell grants.

Sec. 502. Termination of authority to make interest subsidized loans to graduate
and professional students.

Sec. 503. Termination of direct loan repayment incentives.

Sec. 504. Inapplicability of title IV negotiated rulemaking and master calendar ex-
ception,

2USC 900 note.  SEC. 2. SEVERABILITY.

If any provision of this Act, or any application of such provision
to any person or circumstance, is held to be unconstitutional, the
remainder of this Act and the application of this Act to any other
person or circumstance shall not lge affected.
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PUBLIC LAW 112-25—AUG. 2, 2011 125 STAT. 241

TITLE I—TEN-YEAR DISCRETIONARY
CAPS WITH SEQUESTER

SEC. 101. ENFORCING DISCRETIONARY SPENDING LIMITS.

Section 251 of the Balanced Budget and Emergency Deficit
Control Act of 1985 is amended to read as follows: 2 USC 801.

“SEC. 251. ENFORCING DISCRETIONARY SPENDING LIMITS.

“(a) ENFORCEMENT.—

“(1) SEQUESTRATION.—Within 15 calendar days afier Con- Deadline.
gress adjourns o end a session there shall be a sequestration
to eliminate a budget-year breach, if any, within any category.

“(2) ELIMINATING A BREACH.—Each non-exempt account
within z category shall be reduced by a dollar amount calculated
by multiplying the enacted level of sequestrable budgetary
resources in that account at that time by the uniform percent-
age necessary to eliminate a breach within that category.

‘(3) MILITARY PERSONNEL.—If the President uses the
authority to exempt any personnel account from sequestration
under section 255(f), each account within subfunctional category
051 {other than those military persennel accounts for which
the authority provided under section 255(f) has been exercised)
shall be further reduced by a dollar amount calculated by
multiplying the enacted level of non-exempt budgetary
resources in that account at that time by the uniform percent-
age necessary to offset the total dollar amount by which outlays
are not reduced in military personnel accounts by reason of
the use of such authority.

“(4) PART-YEAR APPROPRIATIONS.——If, on the date specified
in paragraph (1}, there is in effect an Act making or continuing
appropriations for part of a fiscal year for any budget account,
then the dollar sequestration calculated for that account under
paragraphs (2} and (3) shall be subtracted from—

“(A) the annualized amount otherwise available by law
in that account under that or a subsequent part-year appro-
priation: and

“B) when a full-year appropriation for that account
is enacted, from the amount otherwise provided by the
full-year appropriation for that account.

“5) Look-BacK.—If, after June 30, an appropriation for
the fiscal year in progress is enacted that causes & breach
within a category for that year (after taking inte account any
sequestration of amounts within that category), the discre-
tionary spending limits for that category for the next fiscal
year shall be reduced by the amount or amounts of that breach.

“(6) WITHIN-SESSION SEQUESTRATION.—If an appropriation Deadline.
for a fiscal year in progress is enacted (after Congress adjourns
to end the session for that budget yvear and bhefore July 1
of that fiscal year) that causes a breach within a category
for that year {after taking into account any prior sequestration
of amounts within that category), 15 days later there shall
be a sequestration to eliminate that breach within that category
le)lowing the procedures set forth in paragraphs (2) through

“7) ESTIMATES.—
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“(A) CBO ESTIMATES.—As soon as practicable after
Congress completes action on any discretionary appropria-
tion, CBO, after consultation with the Committees on the
Budget of the House of Representatives and the Senate,
shall provide OMB with an estimate of the amount of
discretionary new budget authority and outlays for the
current year, if any, and the budget year provided by
that legislation.

“B) OMB ESTIMATES AND EXPLANATION OF DIF-
FERENCES.—Not later than 7 calendar days (excluding
Saturdays, Sundays, and legal holidays) after the date
of enactment of any discreticnary appropriation, OMB shal]
transmit a report to the House of Representatives and
to the Senate containing the CBO estimate of that legisla-
tion, an OMB estimate of the amount of discretionary new
budget authority and cutlays for the current year, if any,
and the budget year provided by that legislation, and an
explanation of any difference hetween the 2 estimates.
If during the preparation of the report OMB determines
that there is a significant difference between OMB and
CBO, OMB shall consult with the Committees on the
Budget of the House of Representatives and the Senate
regarding that difference and that consultation shall
include, to the extent practicable, written communication
to those committees that affords such committees the oppor-
tunity to comment before the issuance of the report.

“(C) ASSUMPTIONS AND GUIDELINES.—QOMB estimates
under this paragraph shall be made using current. economie
and technical assumptions. OMB shall use the OMB esti-
mates transmitted to the Congress under this paragraph,
OMB and CBO shall prepare estimates under this para-
graph in conformance with scorekeeping guidelines deter-
mined after consultation among the Committees on the
Budget of the House of Representatives and the Senate,
CBO, and OMB.

“D) ANNUAL APPROPRIATIONS.—For purposes of this
paragraph, amounts provided by annual appropriations
shall include any discretionary appropriations for the cur-
rent year, if any, and the budget year in accounts for
which funding is provided in that legislation that result
from previocusly enacted legislation.

“(b} ADJUSTMENTS TO DISCRETIONARY SPENDING LIMITS. —

“{1) CONCEPTS AND DEFINITIONS.—When the President sub-
mits the budget under section 1105 of title 31, United States
Code, OMB shall caleulate and the budget shall include adjust-
ments to discretionary spending limits (and those limits as
cumulatively adjusted) for the budget year and each outyear
to reflect changes in concepts and definitions. Such changes
shall equal the baseline levels of new budget authority and
outlays using up-to-date concepts and definitions, minus those
levels using the concepts and definitions in effect before such
changes. Such changes may only be made after consultation
with the Committees on Appropriations and the Budget of
the House of Representatives and the Senate, and that consulta-
tion shall include written communication to such committees
that affords such committees the opporturity to comment before
official action is taken with respect to such changes.
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“(2) SEQUESTRATION REPORTS.—When OMB submits a
sequestration report under section 254(e), {f}, or (g) for a fiscal
year, OMB shal}lj calculate, and the sequestration report and
subsequent budgets submitted by the President under section
1105¢a) of title 31, United States Code, shall include adjust-
ments to dlscretlonar'y spending limits (and those limits as
?djusted) for the fiscal year and each succeeding year, as fol-
oOws:

“{A) EMERGENCY APPROPRIATIONS; OVERSEAS CONTIN-
GENCY OPERATIONS/GLOBAL WAR ON TERRORISM.—If, for any
fiscal year, appropriations for discretionary accounts are
enacted that—

“(i} the Congress designates as emergency require-
ments in statute on an account by account basis and
the President subsequently so designates, or

“(ii) the Congress designates for Overseas Contin-
gency Operations/Global War on Terrorism in statute
on an account by account basis and the President
subsequently so designates,

the adjustment shall be the total of such appropriations

in discretionary accounts designated as emergency require-

ments or for Overseas Contingency Operations/Global War
on Terrorism, as applicable,

“{B} CONTINUING DISABILITY REVIEWS AND REDETER-
MINATIONS.—{i} If a bill or joint resclution making appro-
priations for a fiscal vear is enacted that specifies an
amount for continuing disability reviews under titles II
and XVI of the Social Security Act and for the cost assocci-
ated with conducting redeterminations of eligibility under
title XVI of the Socital Security Act, then the adjustments
for that fiscal year shall be the additional new budget
authority provided in that Act for such expenses for that
fiscal year, but shall not exceed—

“I for fiscal year 2012, $623,000,000 in additional
new budget authority;

“(II) for fiscal year 2013, $751,000,000 in additional
new budget authority;

“II1) for fiscal year 2014, $924,000,000 in addi-
tional new budget authority;

“IV) for fiscal year 2015, $1,123,000,000 in addi-
tional new budget authority;

“V) for fiscal year 2016 $1,166,000,000 in addi-
tional new budget authority;

“VI) for fiscal year 2017, $1,309,000,000 in addi-
tional new budget authority;

*VII) for fiscal year 2018, $1,309,000,000 in addi-
tional new budget authority;

“(VIID) for fiscal year 2019, $1,309,000,000 in addi-
tional new budget authority;

“IX) for fiscal year 2020, $1,309,000,000 in addi-
tional new budget authority, and

“X} for fiscal year 2021, $1,309,000,000 in addi-
tional new budget authority.

“(ii) As used in this subparagraph— Definitions.

“I) the term ‘continuing disability reviews” means
continuing disability reviews under sections 221(i} and
1614(a)4} of the Social Security Act;
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“II) the term ‘redetermination’ means redeter-
mination of eligibility under sections 1611(c)}1) and
1614(a)(3XH) of the Social Security Act; and

“(1IT) the term ‘additional new budget authority’
means the amount provided for a fiscal year, in excess
of $273,000,000, in an appropriation Act and specified
to pay for the costs of continuing disability reviews
and redeterminations under the heading ‘Limitation
on Administrative Expenses’ for the Social Security
Administration.

““C) HEALTH CARE FRAUD AND ABUSE CONTROL.—{(i}
If a bill or joint resolution making appropriations for a
fiseal year is enacted that specifies an amount for the
health care fraud abuse control program at the Department
of Health and Human Services (75-8393-0-7-571), then
the adjustments for that fiscal year shall be the amount
of additional new budget authority provided in that Act
for such program for that fiscal year, but shall not exceed—

(1) for fiscal year 2012, $270,000,000 in additional
new budget authority;

“(11} for fiscal year 2013, $299,000,000 in additional
new budget authority;

“III} for fiscal year 2014, $329,000,000 in addi-
tional new budget authority;

“(IV) for fiscal year 2015, $361,000,000 in addi-
tienal new budget authority;

“(V) for fiscal year 2016, $395,000,000 in additional
new budget authority;

“VI) for fiscal year 2017, $414,000,000 in addi-
tional new bud%et authority;

“VII} for fiscal year 2018, $434,000,000 in addi-
tional new budget authority;

“VIID) for fiscal year 2019, $454,000,000 in addi-
tional new budget authority;

“IX) for fiscal year 2020, $475,000,000 in addi-
tional new budget authority; and

“X) for fiscal year 2021, $496,000,000 in additional
new budget authority.

“(i1} As used in this subparagraph, the term ‘additional
new budget authority’ means the amount provided for a
fiscal year, in excess of $311,000,000, in an appropriation
Act and specified to pay for the costs of the health care
fraud and abuse control program.

“D) DISASTER FUNDING.—

“i1) If, for fiscal years 2012 through 2021, appro-
priations for discretionary accounts are enacted that
Congress designates as being for disaster relief in
statute, the adjustment for a fiscal year shall be the
total of such appropriations for the fiscal year in discre-
tionary accounts designated as being for disaster relief,
but not to exceed the total of —

“(I} the average funding provided for disaster
relief over the previous 10 years, excluding the
highest and lowest years; and

“IT) the amount, for years when the enacted
new discretionary budget authority designated as
being for disaster relief for the preceding fiscal
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year was less than the average as calculated in

subclause (I) for that fiscal year, that is the dif-

ference between the enacted amount and the allow-
able adjustment as calculated in such subclause
for that fiscal year.

“(ii) OMB shall report to the Committees on Appro-
priations and Budget in each House the average cal-
culated pursuant to clause (i)II), not later than 30
days after the date of the enactment of the Budget
Control Act of 2011.

“(1ii) For the purposes of this subparagraph, the Definition.
term ‘disaster relief means activities carried out pursu-
ant to a determination under section 102(2) of the
Robert T. Stafford Disaster Relief and Emergency
Assistance Act (42 U.S.C. 5122(2)).

“(iv) Appropriations considered disaster relief
under this subparagraph in a fiscal year shall not
be eligible for adjustments under subparagraph {A)
for the fiscal year,

“(c) DISCRETIONARY SPENDING LIMIT.—As used in this part, Definition.
the term ‘discretionary spending limit’ means—
“(1) with respect to fiscal year 2012—
“{A) for the security category, $684,000,000,000 in new
budget authority; and
“(B} for the nonsecurity category, $359,000,000,000 in
" new budget authority;
*(2) with respect to fiscal year 2013—
“(A) for the security category, $686,000,000,000 in new
budget authority; and
“B} for the nonsecurity categery, $361,000,000,000 in
new budget authority;
“(3) with respect to fiscal year 2014, for the discretionary
category, $1,066,000,000,000 in new budget authority;
*(4) with respect to fiscal year 2015, for the discretionary
category, $1,086,000,000,000 in new budget authority;
“(5) with respect to fiscal year 20186, for the discretionary
category, $1,107,000,000,000 in new budget authority;
*(6) with respect to fiscal year 2017, for the discretionary
category, $1,131,000,000,000 in new budget authority;
“7) with respect to fiscal year 2018, for the discretionary
category, $1,156,000,000,000 in new budget authority;
“{8} with respect to fiscal year 2019, for the discretionary
category, $1,182,G00,000,000 in new budget authority;
“(9) with respeet to fiscal year 2020, for the discretionary
category, $1,208,000,000,000 in new budget authority; and
“(10) with respect to fiscal year 2021, for the discretionary
category, $1,234,000,000,000 in new budget authority;
as adjusted in strict conformance with subsection (b).”.

SEC. 142, DEFINITIONS,

Section 250({c} of the Balanced Budget and Emergency Deficit
Control Act of 1985 is amended as follows: 2 USC 900.
(hl) Strike paragraph {4} and insert the following new para-
aph:
*(4¥A} The term ‘nonsecurity category’ means all discre-
tionary appropriations not included in the security category
defined in subparagraph (B}.
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2 USC 904.

2 USC 900 note.
2 USC 902 note.

2 USC 645.

“{B} The term ‘security category’ includes discretionary
appropriations associated with agency budgets for the Depart-
ment of Defense, the Department of Homeland Security, the
Department of Veterans Affairs, the National Nuclear Security
Administration, the intelligence community management
account {(95-0401-0-1-054)}, and all budget accounts in budget
function 150 (international affairs).

“C) The term ‘discretionary category’ includes zll discre-
tionary appropriations.”.

(2) In paragraph (8)C), strike “the food stamp program”
and insert “the Supplemental Nutrition Assistance Program”.

(3) Strike paragraph (14) and insert the following new
paragraph:

“(14) The term ‘outyear’ means a fiscal year one or more
years after the budget year.”,

(4) At the end, add the following new paragraphs:

“(20) The term ‘emergency’ means a situation that—

“(A) requires new budget authority and outlays {or
new budget authority and the outlays flowing therefrom)
for the prevention or mitigation of, or response to, loss
of life or property, or a threat to national security; and

“{B) is unanticipated.

“(21} The term ‘unanticipated’ means that the underlying
situation is—

“A) sudden, which means quickly coming intc being
or not building up over time;

“B) urgent, which means a pressing and cempelling
need reguiring immediate action;

“(C) unforeseen, which means not predicted or antici-
pated a5 an emerging need; and

“(D) temporary, which means not of a permanent dura-
tion.”,

SEC. 103. REPORTS AND ORDERS.

Section 254 of the Balanced Budget and Emergency Deficit
Control Act of 1985 is amended as follows:
(1} In subsection (c}2), strike “2002” and insert “2021”,
(2) At the end of subsection {e), insert “This report shall
also contain a preview estimate of the adjustment for disaster
funding for the upcoming fiscal year.”.
(8} In subsection {(f}(2)(A), strike “2002” and insert “2021";
before the concluding period insert “, including a final estimate
of the adjustment for disaster funding”.

SEC. 104. EXPTRATION.

{a) REPEALER.—Section 275 of the Balanced Budget and Emer-
gency Deficit Control Act of 1885 is repealed.

(b) CONFORMING CHANGE.—Sections 252(d)(1), 254(c), 254(f}(3),
and 254(i) of the Balanced Budget and Emergency Deficit Control
Act of 1985 shall not apply to the Congressional Budget Office,

SEC. 105. AMENDMENTS TO THE CONGRESSIONAL BUDGET AND
IMPOUNDMENT CONTROL ACT OF 1974.

{a} ADJUSTMENTS.—Section 314 of the Congressional Budget
Act of 1974 is amended as follows:
(1) Strike subsection (a} and insert the following:
“(a) ADJUSTMENTS.—After the reporting of a bill or joint resolu-
tion or the offering of an amendment thereto or the submission
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of a conference report thereon, the chairman of the Committee
on the Budget of tlI;e House of Representatives or the Senate may
make apprepriate budgetary adjustments of new budget authority
and the outlays flowing therefrom in the same amount as re%uired
by section 251(b} of the Balanced Budget and Emergency Deficit
Control Act of 1885.",

{2} Strike subsections {b) and {e) and redesignate sub-
sections (c} and (d) as subsections (b) and (c), respectively.

{3} At the end, add the following new subsections:

“d) EMERGENCIES IN THE HOUSE OF REPRESENTATIVES.— (1)
In the House of Representatives, if a reported bill or joint resolution,
or amendment thereto or conference report thereon, contains a
provision providing new budget authority and cutlays or reducing
revenue, and a designation of such provision as an emergency
requirement pursuant to 251{(b}(2)(A) of the Balanced Budget and
Emergency Deficit Control Act of 1985, the chair of the Committee
on the Budget of the House of Representatives shall not count
the budgetary effects of such provision for purposes of title III
and title IV of the Congressional Budget Act of 1974 and the
Rules of the House of Representatives.

“(2¥A) In the House of Representatives, if a reported bill or
joint resolution, or amendment thereto or conference report thereon,
contains a provision providing new budget authority and outlays
or reducing revenue, and a designation of such provision as an
emergency pursuant to paragraph (1), the chair of the Committee
on the Budget shall not count the budgetary effects of such provision
for purposes of this title and title IV and the Rules of the House
of Representatives.

“B) In the House of Representatives, a proposal to strike
2 designation under subparagraph (A} shall be excluded from an
evaluation of budgetary effects for purposes of this title and title
IV and the Rules of the House of Representatives.

“C) An amendment offered under subparagraph (B) that also
proposes ic reduce each ameount appropriated or otherwise made
available by the pending measure that is not required to be appro-
priated or otherwise made available shall be in order at any point
in the reading of the pending measure.

“{e} ENFORCEMENT OF DISCRETIONARY SPENDING CAPS.—It shall
not be in order in the House of Representatives or the Senate
te consider any bill, joint resolution, amendment, motion, or con-
ference report that would cause the discretionary spending limits
as set forth in section 251 of the Balanced Budget and Emergency
Deficit Control Act to be exceeded.”,

(b} DEFINITIONS.—Section 3 of the Congressional Budget and
Impoundment Control Act of 1974 is amended by adding at the 2USCsz2
end the following new paragraph:

“(11) The terms ‘emergency’ and ‘unanticipated’ have the
meanings given to such terms in section 250{c} of the Balanced
Budget and Emergency Deficit Control Act of 1985.”.

(¢) APPEALS FOR DISCRETIONARY CAPS.—Section 904(c}2) of
the Congressional Budget Act of 1974 is amended by striking “and 2 USC 621 note.
312{cy”" and inserting “312(c}, and 314(e}”.

SEC. 106. SENATE BUDGET ENFORCEMENT. 2 USC 831 note.

(a) IN GENERAL.— Applicability.
(1} For the purpose of enforcing the Congressional Budget
Act of 1974 through April 15, 2012, including section 300 of
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that Act, and enforcing budgetary points of order in prior
concurrent resolutions on the budget, the allocations, aggre-
gates, and levels set In subsection (b)1) shall apply in the
Senate in the same manner as for a concurrent resolution
on the budget for fiscal year 2012 with appropriate budgetary
levels for fiscal years 2011 and 2013 through 2021.

{2} For the purpose of enforcing the Congressional Budget
Act of 1974 after April 15, 2012, including section 300 of that
Act, and enforcing budgetary points of order in prier concurrent
resclutions on the budget, the allocations, aggregates, and levels
set in subsection (b}2) shall apply in the Senate in the same
manner as for a concurrent reseclution on the budget for fiscal
year 2013 with appropriate budgetary levels for fiscal years
2012 and 2014 through 2022,

{b) COMMITTEE ALLOCATIONS, AGGREGATES, AND LEVELS.—

(1) As soon as practicable after the date of enactment
of this section, the Chairman of the Committee on the Budget
ghall file—

{A) for the Committee on Appropriations, committee
allocations for fiscal years 2011 and 2012 consistent with
the discretionary spending limits set forth in this Act for
the purpese of enforcing section 302 of the Congressional
Budget Act of 1974;

{B) for all committees other than the Committee on
Appropriations, committee allocations for fiscal years 2011,
2012, 2012 through 2016, and 2012 through 2021 consistent
with the Congressional Budget Office’s March 2011 baseline
adjusted to account for the budgetary effects of this Act
and legislation enacted prior to this Act but not included
in the Congressional Budget Office’s March 2011 baseline
for the purpose of enforcing section 302 of the Congressionaj
Budget Act of 1974;

{C} aggrepgate spending levels for fiscal years 2011
and 2012 and aggregate revenue levels for fiscal years
2011, 2012, 2012 through 20186, 2012 through 2021 con-
sistent with the Congressional Budget Office’s March 2011
baseline adjusted to account for the budgetary effects of
this Act and legislation enacted prior to this Act but not
included in the Congressional Budget Office’s March 2011
baseline, and the discretionary spending limits set forth
in this Act for the purpose of enforcing section 311 of
the Congressional Budget Act of 1974; and

(D) levels of Social Security revenues and outlays for
fiscal years 2011, 2012, 2012 threugh 2016, and 2012
through 2021 consistent with the Congressional Budget
Office’s March 2011 baseline adjusted to account for the
budgetary effects of this Act and legislation enacted prior
to this Act but not included in the Congressional Budget
Office’s March 2011 baseline, for the purpose of enforcing
iegrf:?t‘iions 302 and 311 of the Congressional Budget Act of
{2} Not later than April 15, 2012, the Chairman of the

Committee on the Budget shall file—

(A} for the Committee on Appropriations, commitiee
allocations for fiscal vears 2012 and 2013 consistent with
the discretionary spending limits set forth in this Act for
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the purpose of enforcing section 302 of the Congressicnal

Budget Act of 1974;

(B} for all committees other than the Committee on
Appropriations, committee allocations for fiscal years 2012,
2013, 2013 through 2017, and 2013 through 2022 consistent
with the Congressional Budget Office’s March 2012 baseline
for the purpose of enforcing section 302 of the Congressional
Budget Act of 1974;

{C) aggregate spending levels for fiscal years 2012
and 2013 and aggregate revenue levels for fiscal years
2012, 2013, 2013-2017, and 2013-2022 consistent with the
Congressional Budget Office’s March 2012 baseline and
the discretionary spending limits set forth in this Act for
the purpose of enforcing section 311 of the Congressional
Budget. Act of 1974; and

{D) levels of Social Security revenues and outlays for
fiscal years 2012 and 2013, 2013-2017, and 2013-2022
consistent with the Congressional Budget Office’s March
2012 baseline hudget for the purpose of enforcing sections
302 and 311 of the Congressional Budget Act of 1974,

(c) SENATE PAY-AS-Y0U-GO SCORECARD.—

(1) Effective on the date of enactment of this section, for Effective date.
the purpose of enforcing section 201 of S, Con. Res. 21 {110th
Congress), the Chairman of the Senate Committee on the
Budget shall reduce any balances of direct spending and reve-
nues for any fiscal year to 0 {zero),

(2) Not later than April 15, 2012, for the purpose of Deadline.
enforeing section 201 of 8. Con. Res. 21 {110th Congress),
the Chairman of the Senate Committee on the Budget shall
reduce any balances of direct spending and revenues for any
fiscal vear to O (zero).

{3} Upon resetting the Senate paygo scorecard pursuant Notificatien,
to paragraph (2), the Chairman shall publish a notification Congressional
of such action in the Congressional Record. Record.
(d) FURTHER ADJUSTMENTS.—

(1) The Chairman of the Committee on the Budget -of
the Senate may revise any allocations, aggregates, or levels
set pursuant to this section to account for any subsequent
adjustments to discretionary spending limits made pursuant
to this Act.

{2} With respect t¢ any allocations, aggregates, or levels
set or adjustments made pursuant to this section, sections
412 through 414 of 8. Con. Res. 13 (111th Congress) shall
remain in effect.

(e) EXPIRATION.—

{1) Subsections (aX1), (bX1), and (¢}1) shall expire if a
concurrent resolution on the budget for fiscal year 2012 is
agreed to by the Senate and House of Representatives pursuant
to sectiont 301 of the Congressional Budget Act of 1974,

{2} Subsections (a)2), (bX2), and (¢)}2) shall expire if a
concurrent resclution on the budget for fiscal year 2013 is
agreed to by the Senate and House of Representatives pursuant
to section 301 of the Congressional Budget Act of 1974.
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TITLE II—VOTE ON THE BALANCED
BUDGET AMENDMENT

SEC. 201. VOTE ON THE BALANCED BUDGET AMENDMENT.

After September 30, 2011, and not later than December 31,
2011, the House of Representatives and Senate, respectively, shall
vote on passage of a joint resolution, the title of which is as
follows: “Joint resolution proposing a balanced budget amendment
to the Constitution of the United States.”.

SEC. 202. CONSIDERATION BY THE OTHER HOUSE.

(a) HOUSE CONSIDERATION.—

(1} REFERRAL.—If the House receives a joint resolution
described in section 201 from the Senate, such joint resolution
shall be referred to the Committee on the Judiciary. If the
committee fails to report the joint resclution within five legisla-
tive days, it shall be in order to move that the House discharge
the committee from further consideration of the joint resolution.
Such a motion shall not be in order after the House has disposed
of a motion to discharge the joint resolution. The previous
question shall be considered as ordered on the motion to its
adoption without intervening motion except twenty minutes
of debate equally divided and controlled by the proponent and
an opponent. If such a meotion is adopted, the House shall
proceed immediately to consider the joint resolution in accord-
ance with paragraph (3). A motion to reconsider the vote by
which the motion is disposed of shall not be in order.

(2) PROCEEDING TO CONSIDERATION.—After the joint resclu-
tion has been referred to the appropriate calendar or the com-
mittee has been discharged (other than by motion) from its
consideration, it shall be in order to move to proceed to consider
the joint resolution in the House. Such a motion shall not
be in order after the House has disposed of a motion to proceed
with respect to the joint resolution. The previcus question shall
be considerad as ordered on the motion fo its adoption without
intervening motion. A motion to reconsider the vote by which
the metion is disposed of shall not be in order.

{3) ConsIDERATION.—The joint resclution shall be consid-
ered as read. All points of order against the joint resolution
and against its consideration are waived. The previous question
shall be considered as ordered on the joint resolution to its
passage without intervening motion except two hours of debate
equally divided and controlled by the proponent and an oppo-
nent and one motion to limit debate on the joint resolution.
A motion to reconsider the vote on passage of the joint resolu-
tion shall not be in order.

{b) SENATE CONSIDERATION.—(1) If the Senate receives a joint
resolution deseribed in section 201 from the House of Representa-
tives, such joint resolution shall be referred to the appropriate
committee of the Senate. If such committee has not reported the
joint resclution at the close of the fifth session day after its receipt
by the Senate, such commiftee shall be automatically discharged
from further consideration of the joint resolution and it shall be
placed on the appropriate calendar.

(2) Consideration of the joint resolution and on all debatable
motions and appeals in connection therewith, shall be limited to
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not more than 20 hours, which shall be divided equally between
the majority and minority leaders or their designees. A motion
further to limit debate is in order and not debatable. An amendment
to, or a motion to postpone, or a motion to proceed to the consider-
ation of other business, or & motion to recommit the joint reselution
is not in order. Any debatable motion or appeal is debatable for
not to exceed 1 hour, to be divided equally between those favoring
and those opposing the motion or appeal. All time used for consider-
ation of the joint resolution, including time used for quorum calls
and voting, shall be counted against the total 20 hours of consider-
ation.
€3} If the Senate has voted to proceed to a joint resolution, Deadline,

the vote on passage of the joint resolution shall be taken on or
before the close of the seventh session day after such joint resolution
has been refported or discharged or immediately following the
conclusion of consideration of the joint resolution, and a single
quorum call at the conclusion of the debate if requested in accord-
ance with the rules of the Senate,

TITLE III—DEBT CEILING DISAPPROVAL
PROCESS

SEC. 301, DEBT CEILING DISAPPROVAL PROCESS.

{a} IN GENERAL.—Subchapter 1 of chapter 31 of subtitle III
of title 31, United States Code, is amended—
(1} in section 3101(b), by striking “or otherwise” and
inserting “or as provided by section 3101A or otherwise”; and
{2) by inserting after section 3101 the following:

“§ 3101A. Presidential modification of the debt ceiling

“(a} IN GENERAL,—
“(1) $900 BILLION.—

“(A} CERTIFICATION.—If, not later than December 31, Deadline.
2011, the President submits a written certification tc Con-
gress that the President has determined that the debt
subject to limit is within $100,000,000,000 of the limit
in section 3101(b) and that further borrowing is required
to meet existing commitments, the Secretary of the
Treasury may exercise authority to borrow an additional
$900,000,000,000, subject to the enactment of a joint resolu-
tion of disapproval enacted pursuant to this section. Upon
submission of such certification, the limit on debt provided
in section 3101(b) (referred to in this section as the ‘debt
limit’) is increased by $400,000,000,000.

“B) RESOLUTION OF DISAPPROVAL.—(Congress may Con-
sider a joint resolution of disapproval of the authority
under subparagraph {A) as provided in subsections (b)
through (f). The joint resolution of disapproval considered
under this section shall contain only the language provided
in subsection (b){2). If the time for disapproval has lapsed
without enactment of a joint resolution of disapproval under
this section, the debt limit is increased by an additional
$500,000,000,000,

“{2} ADDITIONAL AMOUNT —

“A) CERTIFICATION.—If, after the debt Hmit is

increased by $900,000,000,000 under paragraph (1), the
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President submits a written certification to Congress that
the President has determined that the debt subject to limit
is within $100,000,000,000 of the limit in sectionr 3101(b)
and that further borrowing is required o meet existing
commitments, the Secretary of the Treasury may, subject
to the enactment of a joint resolution of disapproval enacted
pursuant to this section, exercise authority to borrow an
additional amount equal to—
“G) $1,200,000,000,000, unless clause (ii) or (iii)
applies;
“ii) $1,500,000,000,000 if the Archivist of the
United States has submitted to the States for their
ratification a c{)roposed amendment t¢ the Constitution
of the United States pursuant to a joint resclution
entitled ‘Joint resolution proposing a balanced budget
amendment t¢ the Constitution of the United States’;

“(iii) if a joint committee bill to achieve an amount
greater than $1,200,000,000,000 in deficit reduction
as provided in section 40L{b)3XBXi}II) of the Budget
Control Act of 2011 is enacted, an amount equal to
the amount of that deficit reduction, but not greater
than $1,500,000,000,000, unless clause {ii) applies.

“(B) RESOLUTION CF DISAPPROVAL.—Congress may con-
sider a joint resolution of disapproval of the autharity
under subparagraph (A} as provided in subsections (b)
through (f). The joint resclution of disapproval considered
under this section shall contain only the language provided
in subsection (b}2}. If the time for disatpproval has lapsed
without enactment of a joint resolution ot disapproval under
this section, the debt limit is increased by the amecunt
authorized under subparagraph (A}.

“(b} JOINT RESOLUTION OF DISAPPROVAL.—

“(1) IN GENERAL.—Except for the $400,000,000,000 increase
in the debt limif provided by subsection (a)}1)(A), the debt
limit may not be raised under this section if, within 580 calendar
days after the date on which Congress receives a certification
described in subsection {a)(1) or within 15 calendar days after
Congress receives the certification described in subsection (a}2)
(regardless of whether Congress is in session), there is enacted
into law a joint resolution disapproving the President’s exercise
of authority with respect to such additional amount.

“(2) CONTENTS OF JOINT RESOLUTION.—For the purpose of
Ehis section, the term ‘joint resolution’ means only a joint resolu-

ion—

“(A)i) for the certification described in subsection
(a)(1), that is introduced on September 6, 7, 8, or 9, 2011
(or, if the Senate was not in session, the next calendar
day on which the Senate 1s in session); and

“ii) for the certification described in subsection (a)(2},
that is introduced between the date the certification is
received and 3 calendar days after that date;

“(B) which does not have a preamble;

“(C) the title of which is only as follows: ‘Joint resolu-
tion relating to the disapproval of the President's exercise
of authority to increase the debt limit, as submitted under
section 3101A of title 31, United States Code, on
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* (with the blank containing the date of such
submission); and
“D) the matter after the resolving clause of which
is onIy as follows; ‘That Congress disapproves of the Presi-
dent’s exercise of authority to increase the debt limit, as
exercised pursuant to the certification under section
3101A(a) of title 31, United States Code.’,
“(¢) EXPEDITED CONSIDERATION IN HOUSE OF REPRESENTA-
TIVES,—

“1y RECONVENING.—Upon receipt of a certification Notification,
described in subsection {a)2), the Speaker, if the House would Deadline.
otherwise be adjourned, shall notify the Members of the House
that, pursuant to this section, the House shall convene not
later than the second calendar day after receipt of such certifi-
cation.

“2) REPORTING AND DISCHARGE—Any committee of the
House of Representatives to which a joint resolution is referred
shall report it to the House without amendment not later
than 5 calendar days after the date of introduction of a joint
resclution described in subsection (a). If a committee fails to
report the joint resolution within that period, the committee
shall be discharged from further consideration of the joint reso-
lution and the joint resolution shall be referred to the appro-
priate calendar.

“(3) PROCEEDING TO CONSIDERATION.—After each committee Deadiine.
authorized to consider a jeint resolution reports it to the House
or has been discharged from its consideration, it shall be in
order, not later than the sixth day after introduction of a
joint resolution under subsection {a), to move to proceed to
consider the joint resolution in the House. All points of order
against the motion are waived. Such a motion shall not be
in order after the House has disposed of a motion to proceed
on a joint resolution addressing a particular submission. The
previous guestion shall be considered as ordered on the motion
to its adoption withou! intervening motion. The metion shall
not be debatable. A motion to reconsider the vote by which
the motion is disposed of shall not be in order.

“(4) CONSIDERATION.—The joint resolution shall be consid-
ered as read. All points of order against the joint resolution
and against its consideration are waived. The previcus question
shall %e considered as ordered on the joint resolution to its
passage without intervening motion except two hours of debate
equally divided and controlled by the proponent and an eppo-
nent. A motion to reconsider the vote on passage of the joint
resolution shall not be in order.

“(d) EXPEDITED PROCEDURE IN SENATE.—

“1)} REcoNVENTNG.—Upon receipt of a certification under Notification,
subsection (a)}2), if the Senate has adjourned or recessed for Deadline
more than 2 days, the majority leader of the Senate, after
consultation with the minority leader of the Senate, shall notify
the Members of the Senate that, pursuant to this section,
the Senate shall convene not later than the second calendar
day after receipt of such message.

“(2} PLACEMENT ON CALENDAR.—Upon intreduction in the
Senate, the joint resolution shzll be immediately placed on
the calendar.

“(3) FLOOR CONSIDERATION.—
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“(A) IN GENERAL.—Noiwithstanding Rule XXII of the
Standing Rules of the Senate, it is In order at any time
during the period beginning on the day after the date
on which Congress receives a certification under subsection
(2} and, for the certification described in subsection {a}(1),
ending on September 14, 2011, and for the certification
described in subsection (a)(2), on the 6th day after the
date on which Congress receives a certification under sub-
section (a) (even though a previous motion te the same
effect has been disagreed to) to move to proceed to the
consideration of the joint resolution, and all points of order
against the joint resclution {and against consideration of
the joint resolution) are waived. The motion to proceed
is not debatable. The motion is not suhject to 2 motion
to postpone. A motion to reconsider the vote by which
the motion is agreed te or disagreed to shall not be in
order. If a motion to proceed to the consideration of the
resolution is agreed to, the joint resolution shall remain
the unfinished business until disposed of.

“(B) CONSIDERATION.—Coensideration of the joint reso-
lution, and on all debatable motions and appeals in connec-
tion therewith, shall be limited to not more than 10 hours
which shall be divided equally between the majority and
mingrity leaders or their designees. A motion further to
limit debate is in order and not debatable. An amendment
to, or a motion to postpone, or a motion to proceed to
the consideration of other business, or a motion to recommit
the joint resclution is not in order.

“C) VOTE ON PASSAGE.—If the Senate has voted to
proceed to a joint resolution, the vote on passage of the
joint resolution shall occur immediately following the
conclusion of consideration of the joint resolution, and a
single quorum call at the conclusion of the debate if
requested in accordance with the rules of the Senate.

“D) RULINGS OF THE CHAIR ON PROCEDURE.—Appeals
from the decisions of the Chair relating to the application
of the rules of the Senate, as the case may be, to the
procedure relating to a joint resolution shall be decided
without debate.

“(e} AMENDMENT NOT IN ORDER.—A joint resolution of dis-

approval considered pursuant to this section shall not be subject
to amendment in either the House of Representatives or the Senate.

“fy COORDINATION WITH ACTION BY OTHER HoUusgE.—

“1) In GENERAL.—If, before passing the joint resolution,

onte House receives from the other a joint resclution—

“(A} the joint resolution of the other House shall not
be referred to a committee; and

“‘B) the procedure in the receiving House shall he
the game as if no joint resolution had been received from
the other House until the vote on passage, when the joint
resolution received from the other House shall supplant
the joint resolution of the receiving House.
“2) TREATMENT OF JOINT RESOLUTION OF OTHER HOUSE.—

If the Senate fails to introduce or consider a joint resolution
under this section, the joint resolution of the House shall be
entitled to expedited floor procedures under this section.
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“3) TREATMENT OF COMPANION MEASURES.—If, following
passage of the joint resolution in the Senate, the Senate then
receives the companion measure from the House of Representa-
tives, the companion measure shall not be debatable,

44y CONSIDERATION AFTER PASSAGE—{A) If Congress
passes a joint resolution, the period beginning on the date
the President is presented with the joint resolution and ending
on the date the President signs, allows to beceme law without
his signature, or vetoes and returns the joint resolution (but
excluding days when either House is not in session} shall be
disregarded in computing the appropriate calendar day period
described in subsection (b} 1},

“{B) Debate on a veto message in the Senate under this
section shall be 1 hour equally divided between the majority
and minority leaders or their designees,

“(5) VETO OVERRIDE.—If within the appropriate calendar
day period described in subsection (b)}1), Congress overrides
a veto of the joint resolution with respect to authority exercised
pursuant to paragraph (1) or (2) of subsection {a), the limit
on debt provided in section 3101(b) shall not be raised, except
for the $400,000,000,000 increase in the limit provided by sub-
section {a)(1)XA).

“(6) SEQUESTRATION.—(A) If within the 50-calendar day Time period.
period described in subsection {b)1}, the President signs the FPresident,
joint resolution, the President allows the joint resclution to
'}Decome law without his signature, or Congress overrides a
veto of the joint resolution with respect to authority exercised
pursuant to paragraph (1) of subsection (&), there shall be
a sequestration to reduce spending by $400,000,000,000. OMB
shall implement the sequestration forthwith.

“{B) OMB shall implement each half of such sequestration Definition.
in accordance with section 255, section 256, and subsections
(¢), {d), (e), and (f} of section 258 of the Balanced Budget
and Emergency Deficit Control Act of 1985, and for the purpose
of such implementation the term ‘excess deficit’ means the
amount specified in subparagraph (A).

“{g) RULES OF HOUSE OF REPRESENTATIVES AND SENATE.—This
subgection and subsections (b), {c}, {(d), (e}, and (f) {other than
paragraph (6)} are enacted by Congress—

“(1} as an exercise of the rulemaking power of the Senate
and House of Representatives, respectively, and as such it
is deemed a part of the rules of each House, respectively,
but applicable only with respect to the procedure to be followed
in that Heuse in the case of a joint resolution, and it supersedes
other rules only to the extent that it is inconsistent with such
rules; and

“(2) with full recognition of the constitutional right of either
House to change the rules (so far as relating to the procedure
of that House) at any time, in the same manner, and to the
same extent as in the case of any other rule of that House.”,
(b) CONFORMING AMENDMENT.—The table of sections for chapter

31 of title 31, United States Code, is amended by msertmg after
the item relatmg to section 3101 the following new item:

“3101A. Presidential modification of the debt ceiling.”.

160



Air Force Administrative Record for FY 2013 Furlough Appeals

125 STAT. 256 PUBLIC LAW 112-25—AUG. 2, 2011

2 USC 901a,
Deadline.

Definitions.

SEC. 302. ENFORCEMENT OF BUDGET GOAL.

{(a) IN GENERAL.—The Balanced Budget and Emergency Deficit
Control Act of 1985 is amended by inserting after section 251
the following new section:

“SEC. 261A. ENFORCEMENT OF BUDGET GOAL.

“Unless a joint committee bill achieving an amount greater
than $1,200,000,000,000 in deficit reduction 2s provided in section
401(b)3XBXi)XII) of the Budget Control Act of 2011 is enacted
by January 15, 2012, the discretionary spending limits listed in
section 251{c} shall be revised, and discretionary appropriations
and direct spending shall be reduced, as follows:

“(1} REVISED SECURITY CATEGORY, REVISED NONSECURITY
CATEGORY.—{A)} The term ‘revised security category’ means
discretionary appropriations in budget function 050.

“B) The term ‘revised nomsecurity category’ means discre-
tionary appropriations other than in budget function 050,

*(2) REVISED DISCRETIONARY SPENDING LIMITS.—The discre-
tionary spending limits for fiscal years 2013 through 2021
under section 251(c) shall be replaced with the following:

“(A) For fiscal year 2013—

“(i} for the security category, $546,000,000,000 in
budget authority; and

“(ii) for the nonsecurity category, $501,00:0,000,000
in budget authority,
“B) For fiscal year 2014—

“1) for the security category, $556,000,000,000 in
budget authority; and

“ii) for the nonsecurity category, $510,000,000,000
in budget authority.
“(C) For fiscal year 2015—

“i) for the security category, $5686,000,000,000 in
budget authority; and

“(ii) for the nonsecurity category, $520,000,000,000
in budget authority.
“D) For fiscal year 2016—

“i) for the security category, $577,000,000,000 in
budget authority; and

“ii) for the nonsecurity category, $530,000,000,000
in budget authority.
“E) For fiscal year 2017—

“i) for the security category, $590,000,000,000 in
budget authority; and

“(ii} for the nonsecurity category, $541,000,000,000
in budget authority.
“F} For fiscal year 2018—

“(i) for the security category, $603,000,000,000 in
budget authority; and

“¢i1) for the nonsecurity category, $553,000,000,000
in budget authority. .
“(G) For fiscal year 2019—

“1) for the security category, $616,000,000,000 in
budget authority; and

“(ii) for the nonsecurity category, $566,000,000,000
in budget authority.
“(H} For fiscal year 2020—
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“(i} for the security category, $630,000,000,000 in
budget authority; and

“(ii) for the nonsecurity category, $578,000,600,000
in budget authority.

“1} For fiscal year 2021—

“(i) for the security category, $644,000,000,000 in
budget authority; and

“(ii) for the nonsecurity category, $590,000,000,000
in budget authority.

“(3) CALCULATION OF TOTAL DEFICIT REDUCTION.—OMB
shall caleulate the amount of the deficit reduction required
Ey this section for each of fiscal years 2013 through 2021

y—

“(A) starting with $1,200,000,000,000;

“B) subtracting the amount of deficit reduction
achieved by the enactment of a joint committee bill, as
provided in section 401{b}3XBXiXII) of the Budget Control
Act of 2017;

“C) reducing the difference by 18 percent to account
for debt service; and

“(D} dividing the result by 9.

{4} ALLOCATION TO FUNCTIONS.—On January 2, 2013, for Effective date.
fiscal year 2013, and in its sequestration preview report for
fiscal years 2014 through 2021 pursuant to section 254(c}, OMB
shall allocate half of the total reduction caleulated pursuant
to paragraph (3} for that year to discretionary appropriations
and direct spending accounts within funetion 050 {defense fune-
tion) and half to accounts in all other functions {nondefense
functions).

“5) DEFENSE FUNCTION REDUCTION,—OMB shall calculate
the reductions te discretionary appropriations and direct
spending for each of fiscal years 2018 through 2021 for defense
function spending as follows:

“A) DISCRETICNARY.—OMB shall caleulate the reduc-
tion to discretionary appropriations by—

“(i) taking the total reduction for the defense func-
tien allocated for that year under paragraph (4},

“(ii) mubtiplying by the discretionary spending
lin:iit for the revised security category for that year;
an

“(iii} dividing by the sum of the discretionary
spending limit for the security category and OMB’s
baseline estimate of nonexempt outlays for direct
spending programs within the defense function for that
year.

“(B) DIRECT SPENDING.—OMB shall calculate the
reduction to direct spending by taking the total reduction
for the defense function required for that year under para-
graph {4) and subtracting the discretionary reduction cal-
culated pursuant to subparagraph (A).

“(6) NONDEFENSE FUNCTION REDUCTION.-—OMB shall cal-
culate the reduction to discretionary appropriations and to
direct spending for each of fiscal years 2013 through 2021
for programs in nondefense functions as follows:

“(A} DISCRETIONARY.—OMB shall calculate the reduc-
tien to discretionary appropriations hy—
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“41) taking the total reduction for nondefense func-
tions allocated for that year under paragraph (4},

“iiy multiplying by the discretionary spending
lin:iit for the revised nensecurity category for that year;
an

“(iii) dividing by the sum of the discretionary
spending limit for the revised nonsecurity category
and OMB’s baseline estimate of nonexempt outlays
for direct spending programs in nondefense functions
for that year.

“B) DIirectT SPENDING—OMB shall calculate the
reduction to direct spending programs by taking the total
reduction for nondefense funciions required for that year
under paragraph {4} and subtracting the discretionary
reduction calculated pursuant te subparagraph (A).

“¢Ty IMPLEMENTING DISCRETIONARY REDUCTIONS ., —

“A) FISCAL YEAR 2013.—On January 2, 2013, for fiscal
year 2013, OMB shall calculate and the President shall
order a sequestration, effective upon issuance and under
the procedures set forth in section 253(f), to reduce each
account within the security category or nonsecurity cat-
egory by a dollar amount calculated by multiplying the
baseline level of budgetary resources in that account at
that time by a uniform percentage necessary to achieve—

“(i) for the revised security category, an amount
equal to the defense function discretionary reduction
caleulated pursuant to paragraph (5); and

“ii) for the revised nonsecurity category, an
amount equal to the nondefense function discretionary
reduction calculated pursuant to paragraph {6}.

“B) FISCAL YEARS 2014-2021.—On the date of the
submission of its sequestration preview report for fiscal
years 2014 through 2021 pursuant to section 254(c} for
each of fiscal years 2014 through 2021, OMB shall reduce
the discretionary spending limit—

“(i) for the revised security category by the amount
of the defense function discretionary reduction cal-
culated pursuant to paragraph (5); and

“(ii) for the revised nonsecurity category by the
amount of the nondefense function discretionary reduc-
tion calculated pursuant to paragraph (8).

“(8) IMPLEMENTING DIRECT SPENDING REDUCTIONS.—On the
date specified in paragraph (4} during each applicable year,
OME shall prepare and the President shall order a sequestra-
tion, effective upon issuance, of nonexempt direct spending
to achieve the direct spending reduction calculated pursuant
to paragraphs (6} and {(8}. When implementing the sequestration
of direct spending pursuant teo this paragraph, OMB shall follow
the procedures specified in section 6 of the Statutory Pay-
As-You-Go Act of 2010, the exemptions specified in section
255, and the special rules specified in section 256, except that
the percentage reduction for the Medicare programs specified
in section 256(d) shall not be more than 2 percent for a fiscal
year.

“(9} ADJUSTMENT FOR MEDICARE.—If the percentage reduc-
tionr for the Medicare programs would exceed 2 percent for
a fiscal year in the absence of paragraph (8), OMB shall
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increase the reduction for all other discretionary appropriations

and direct spending under paragraph (6} by a uniform percent-

age to a level sufficient to achieve the reduction required by
paragraph (6) in the non-defense funetion.

“(10) IMPLEMENTATION OF REDUCTIONS.—Any reductions
imposed under this section shall be implemented in accordance
with section 256(k).

“{11) REPORT~~(On the dates specified in paragraph (4),
OMB shall submit a report to Congress containing information
about the calculations required under this section, the adjusted
discretionary spending limits, a listing of the reductions
required for each nonexempt direct spendin%account, angd any
other data and explanations that enhance public understanding
of this title and actions taken under it.”.

(b) CONFORMING AMENDMENT.—The table of contents set forth
in section 250(a) of the Balanced Budget and Emergency Deficit
Control Act of 1985 is amended by inserting after the item relating
to section 251 the following:

“Sec. 251A. Enforcement of budget goal.”.

TITLE IV—JOINT SELECT COMMITTEE
ON DEFICIT REDUCTION

SEC. 401. ESTABLISHMENT OF JOINT SELECT COMMITTEE. 2 USC 900 note.

{a} DEFINITIONS.—In this title:

(1) JOINT COMMITTEE.—The term “joint committee” means
the Joint Select Committee on Deficit Reduction established
under subsection (b){1).

(2) JOINT COMMITTEE BILL.—The term “joint committee bill”
means a bill consisting of the proposed legislative language
of the joint committee recommended under subsection {b)}3)(B)
and introduced under section 402(a).

{b) ESTABLISHMENT OF JOINT SELECT COMMITTEE.—

(1) ESTABLISHMENT.—There is established a joint select
committee of Congress to be known as the “Joint Select Com-
mittee on Deficit Reduction”.

(2) GoaL.—The goal of the joint commitiee shall be to
reduce the deficit by at least $1,500,000,000,000 over the period
of fiscal years 2012 to 2021.

(3) Duries—

(A} IN GENERAL.— '

(i} IMPROVING THE SHORT-TERM AND LONG-TERM
FISCAL IMBALANCE.—The joint committee shall provide Recommenda-
recommendations and legislative language that will tons.
significantly improve the short-term and long-term
fiscal imbalance of the Federal Government.

{ii}) RECOMMENDATIONS OF COMMITTEES.—Not later Deadline.
than October 14, 2011, each committee of the House
of Representatives and the Senate may transmit to
the joint committee its recommendations for changes
in law to reduce the deficit consistent with the goal
described in paragraph (2) for the joint committee’s
consideration.

(B} REPORT, RECOMMENDATIONS, AND LEGISLATIVE LAN-

GUAGE.—
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{i} IN GENERAL.—Not later than November 23,
2011, the joint cormmittee shall vote on—

{I) a report that contains a detajled statement
of the findings, conclusions, and recommendations
of the joint committee and the estimate of the
Congressional Budget Office required by para-
graph (5)XD)(ii); and

(11} proposed legislative language to carry out
such recommendations as described in subclause
{I), which shall include a statement of the deficit
reduction achieved by the legislation over the
period of fiscal years 2012 to 202g11-

Any change to the Rules of the House of Representa-
tives or the Standing Rules of the Senate included
in the report or legislative language shall be considered
to be merely advisory.

{ii} APPROVAL OF REPORT AND LEGISLATIVE LAN-
GUAGE.—The report of the joint committee and the
proposed legislative langunage described in clause (i)
shall require the approval of a majority of the members
of the joint committee.

(1) ADDITIONAL VIEWS.—A member of the joint
committee who gives notice of an intention to file
supplemental, minority, or additional views at the time
of final joint committee vote on the approval of the
report and legislative language under clause (ii} shall
be entitled to 3 calendar days in which to file such
views in writing with the staff director of the joint
committee. Such views shall then be included in the
joint committee report and printed in the same volume
or part thereof, and their inclusion shall be note
on the cover of the report. In the absence of timely
notice, the joint committee report may be printed and
transmitted immediately without such views.

{iv} TRANSMISSION OF REPORT AND LEGISLATIVE
LANGUAGE.—If the report and legislative language are
approved by the joint committee pursuant to elause
{(ii}, then not later than December 2, 2011, the joint
committee shall submit the joint committee report and
legislative language described in c¢lausge (i} to the Presi-
dent, the Vice President, the Speaker of the House
of Representatives, and the majority and minority
Leaders of each House of Congress.

(v) REPORT AND LEGISLATIVE LANGUAGE TO BE
MaDE PUBLIC.—Upon the approval or disapproval of
the joint committee report and legislative language
pursuant to c¢lause {ii), the joint committee shall
promptly make the full report and legislative language,
and a record of the vote, available to the public.

(4} MEMBERSHIP.—

{A) IN GENERAL.—The joint committee shall be com-

?g?ed of 12 members appointed pursuant to subparagraph

'(B) APPOINTMENT.—Members of the joint committee

shall be appointed as follows:

(i) The majority leader of the Senate shall appoint
three members from among Members of the Senate.

165



Air Force Administrative Record for FY 2013 Furlough Appeals

PUBLIC LAW 112-25—AUG. 2, 2011 125 STAT. 261

(ii) The minority leader of the Senate shall appoint
three members from among Members of the Senate.

{(iii} The Speaker of the House of Representatives
shall appoint three members from among Members
of the House of Representatives.

(iv) The minority leader of the House of Represent-
atives shall appoint three members from among Mem-
hers of the House of Representatives.

{C) CO-CHAIRS.—

(i) In GENERAL—There shall be two Co-Chairs of Appointments,
the joint committee. The majority leader of the Senate
shall appoint one Co-Chair from among the members
of the joint committee. The Speaker of the House of
Representatives shall appoint the second Co-Chair
from among the members of the joint committee, The Deadiine,
Ce-Chairs shall be appointed not later than 14 calendar
days after the date of enactment of this Act.

(i) STarF DIRECTOR,—The Co-Chairs, acting
jointly, shall hire the staff director of the joint com-
mittee.

(D} DATE.—Members of the joint committee shall be Appointments.
appointed not later than 14 calendar days after the date Deadline,
of enactment of this Act.

(E) PERIOD OF APPOINTMENT.—Members shall be Deadline.
appointed for the life of the joint committee. Any vacancy
in the joint committee shall not affect its powers, but
shall be filled not later than 14 calendar days after the
date on which the vacancy occurs, in the same manner
as the original designation was made. If a member of
the joint committee ceases to be a Member of the House
of Representatives or the Senate, as the case may be,
the member is no longer a member of the joint committee
and a vacancy shall exist.

(5) ADMINISTRATION.—

(A} IN GENERAL—To enable the joint committee to
exercise its powers, functions, and duties, there are author-
ized to be disbursed by the Senate the actual and necessary
expenses of the joint committee approved by the co-chairs,
subject to the rules and regulations of the Senate,

(B} EXPENSES,—In carrying out its functions, the joint
committee is authorized to incur expenses in the same
manner and under the same conditions as the Joint Eco-
nomi¢ Committee is authorized by section 11 of Public
Law 79-304 (15 U.5.C. 1024 {d)).

{C) QUORUM.—Seven members of the joint committee
shall constitute a quorum for purposes of voting, meeting,
and holding hearings.

(D} VoTmNG.—

(i} Proxy VOTING.—No proxy voting shall be
allowed on behalf of the members of the joint com-
mittee.

{(ii} CONGRESSIONAL BUDGET OFFICE ESTIMATES.—
The Congressicnal Budget Office shall provide esti-
mates of the legislation {(as described in paragraph
{3¥B) in accordance with sections 308(a) and 201{f
of the Congressional Budget Act of 1974 {2 U.S.C.
639(a) and 601{fi(including estimates of the effect of
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interest payment on the debt). In addition, the
Congressional Budget Office shall provide information
on t%fe budgetary effect of the legislation beyond the
vear 2021. The joint committee may not vote on any
version of the report, recommendations, or legislative
language unless such estimates are available for
consideration by all members of the joint committee
at least 48 hours prior to the vote as certified by
the Co-Chairs.

{E} MEETINGS.—

(i} INITIAL MEETING.—Not later than 45 calendar
days after the date of enactment of this Act, the joint
committee shall hold its first meeting.

(ii) AGENDA.—The Co-Chairs of the joint committee
shall provide an agenda to the joint committee mem-
bers not less than 48 hours in advance of any meeting.
(F)} HEARINGS.—

(i) IN GENERAL.—The joint comrnittee may, for the
purpose of carrying out this section, hold such hearings,
sit and act at such times and places, require attendance
of witnesses and production of books, papers, and docu-
ments, take such testimeny, receive such evidence, and
administer such oaths as the joint committee considers
advisable.

{ii) HEARING PROCEDURES AND RESPONSIBILITIES OF
CO-CHAIRS.—

(I} ANNOUNCEMENT.—The Co-Chairs of the
joint committee shall make a public announcement
of the date, place, time, and subject matter of
any hearing to be conducted, not less than 7 days
in advance of such hearing, unless the Co-Chairs
determine that there is good cause to begin such
hearing at an earlier date.

(II}  WRITTEN  STATEMENT.—A  witness
appearing before the joint cornmittee shall file a
written statement of proposed testimony at least
2 calendar days before the appearance of the wit-
ness, unless the requirement is waived by the Co-
Chairs, following their determination that there
is good cause for failure to comply with such
requirement.

(G} TECENICAL ASSISTANCE.—Upon written request of
the Co-Chairs, a Federal agency shall provide technical
assistance to the joint committee in order for the joint
committee to carry out its duties.

(¢} STAFF OF JOINT COMMITTEE.—

(1) In GENERAL.—The Co-Chairs of the joint committee
may jointly appoint and fix the compensation of staff as they
deem necessary, within the guidelines for employees of the
Senate and following all applicable rules and employment
requirements of the Senate,

{2} ETHICAL STANDARDS.—Members on the joint committee
who serve in the House of Representatives shall be governed
by the ethics rules and requirements of the House. Members
of the Senate who serve on the joint committee and staff of
léhe Joint committee shall comply with the ethics rules of the

enate,
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{d) TERMINATION.—The joint committee shall terminate on
January 31, 2012.

SEC. 402. EXPEDITED CONSIDERATION OF JOINT COMMITTEE REC- 2 USC 906G note.
OMMENDATIONS.

{a) INTRODUCTION.—If approved by the majority required by
section 401(b}3XB)ii), the proposed lepgislative language submitted
pursuant to section 401(b)33BI(iv) shall be introduced in the Senate
(by request) on the next day on which the Senate is in session
by the majority leader of the Senate or by a Member of the Senate
designated by the majority leader of the Senate and shall be intro-
duced in the House of Representatives (by request) on the next
legislative day by the majority leader of the House or by a Member
of the House designated by the majority leader of the House.

(b} CONSIDERATION IN THE HOUSE OF REPRESENTATIVES.—

{1} REFERRAL AND REPORTING.—Any committee of the
House of Representatives to which the joint committee bill
is referred shall report it to the House without amendment
not later than December 9, 2011. If a committee fails to report
the joint committee bill within that period, it shall be in order
to move that the House discharge the committee from further
consideration of the bill. Such a metien shall not be in order
after the last committee authorized to consider the bill reports
it to the House or after the House has disposed of a motion
to discharge the bill. The previous question shall be considered
as ordered on the motion to its adoption without imtervening
motion except 20 minutes of debate equally divided and con-
trolled by the proponent and an opponent. If such a motion
is adopted, the House shall proceed immediately to consider
the joint committee bill in accordance with paragraphs (2)
and (3). A motion to reconsider the vote by which the motion
is disposed of shall not be in order.

(2) PROCEEDING TO CONSIDERATION.—After the last com-
mittee authorized to consider a joint committee bill reports
it to the House or has been discharged (other than by motion)
from its consideration, it shall be in order to move to proceed
to consider the joint committee bill in the House. Such a motion
shall not be in order after the House has disposed of a motion
to proceed with respect to the joint committee bill. The previous
question shall be considered as ordered on the motion to its
adoption without intervening motion. A motion to reconsider
thg vote by which the motion is disposed of shall not be in
order.

(8) CONSIDERATION.~~The joint committee bill shall be
considered as read. All points of order against the joint com- Waiver,
mittee bill and against its consideration are waived. The pre-
vious question shall be considered as ordered on the joint
committee bill te its passage without intervening motion except
2 hours of debate equally divided and controlled by the pro-
penent and an opponent and one motion to limit debate on
the joint committee bill. A motion to reconsider the vote on
passage of the joint committee bill shall not be in order,

(4) VOTE ON PASSAGE.—The vole on passage of the joint Deadline.
committee bill shall ceccur not later than December 23, 2011.
{¢} EXPEDITED PROCEDURE IN THE SENATE.—

{1) COMMITTEE CONSIDERATION.—A joint commitiee bill Reports.
introduced in the Senate under subsection (a) shall be jointly Deadlire.
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referred to the committee or committees of jurisdiction, which
comimittees shall report the bill without any revision and with
a favorable recommendation, an unfavorable recommendation,
or without recommendation, not later than December 9, 2011,
If any committee fails to report the bill within that period,
that committee shall be automatically discharged from congider-
ation of the bill, and the bill shall be placed on the appropriate
calendar,

(2) MOTION TO PROCEED.—Notwithstanding Rule XXII of
the Btanding Rules of the Senate, it is in order, not later
than 2 days of session after the date on which a joint committee
bill is reported or discharged from all committees to which
it was referred, for the majority leader of the Senate or the
majority leader’s designee to move to proceed to the consider-
ation of the joint committee bill. It shall also be in order
for any Member of the Senate to move to proceed to the consid-
eration of the joint committee bill at any time after the conclu-
sion of such 2-day period. A motion to proceed is in order
even, though a previous motion to the same effect has been
disagreed to. All points of order against the motion to proceed
to the joint committee bill are waived. The motion to proceed
is not debatable. The motion is not subject to a motion fo
postpene. A motion to reconsider the vote by which the motion
is agreed to or disagreed to shall not be in order. If a motion
to proceed to the consideration of the joint committee bill is
agreed to, the joint committee bill shall remain the unfinished
business until disposed of.

(3) ConsIDERATION.—AIl points of order against the joint
committee bill and against consideration of the joint committee
bill are waived. Consideration of the joint committee bill and
of all debatable motions and appeals in connection therewith
shall not exceed a total of 30 hours which shall be divided
equally between the Majority and Minority Leaders or their
designees. A motion further to limit debate on the joint com-
mittee bill is in order, shall require an affirmative vote of
three-fifths of the Members duly chosen and sworn, and is
not debatable. Any debatable motion or appeal is debatable
for not to exceed 1 hour, to be divided equally between those
favoring and those opposing the motion or appeal. All time
used for consideration of the joint committee bill, including
time used for quorum calls and voting, shall be counted against
the total 80 hours of consideration.

{4) NOo AMENDMENTS.—An amendment to the joint com-
mittee bill, or a motion to postpone, or a motion to proceed
to the consideration of other business, or a motion to recommit
the joint committee bill, is not in order.

(5) VOTE ON PASSAGE.—If the Senate has voted to proceed
to the jeint committee bill, the vote on passage of the joint
committee bill shall cccur immediately following the conclusion
of the debate on a joint committee bill, and a single quorum
call at the conclusion of the debate if requested. The vote
on passage of the joint committee bill shall occur not later
than December 23, 2011.

(6} RULINGS OF THE CHAIR ON PROCEDURE.—Appeals from
the decisions of the Chair relating to the application of the
rules of the Senate, as the case may be, to the procedure
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Eelgxting to a joint committee bill shall be decided without
ebate.
{d) AMENDMENT.,—The joint committee bill shall not be subject
to amendment in either the House of Representatives or the Senate.
{e) CONSIDERATION BY THE OTHER HOUSE.—
(1) IN GENERAL.—If, before passing the joint commitiee
bill, ene House receives from the other a joint committee bill—
{A) the joint committee bill of the other House shall
not be referred to a committee; and
(B} the procedure in the receiving House shall be the
same as if no joint committee bill had been received from
the other House until the vote on passage, when the joint
committee bill received from the other Houge shall supplant
the joint committee bill of the receiving House.

{2} REVENUE MEASURE.—This subsection shall not apply
to the House of Representatives if the joint committee gill
received from the Senate is a revenue measure.

(f) RULES TO CCORDINATE ACTION WITH OTHER HOUSE,—

(1) TREATMENT OF JOINT COMMITTEE BILL OF OTHER
HOUSE.~If the Senate fails to introduce or consider a joint
committee bill under this section, the joint committee bill of
the House shall be entitled to expedited floor procedures under
this section.

(2) TREATMENT OF COMPANION MEASURES IN THE SENATE,—
If following passage of the joint committee bill in the Senate,
the Senate then receives the joint committee bill from the
House of Representatives, the House-passed joint committee
bill shall not be debatable. The vote on passage of the joint
committee bill in the Senate shall be considered tc be the
vote on passage of the joint committee bill received from the
House of Representatives.

{3} VETOES.—If the President vetoes the joint committee
bill, debate on a veto message in the Senate under this section
shall be 1 hour equally divided between the majority and
minority leaders or their designees.

(g) Loss OF PRIVILEGE.—The provisions of this section shall Deadlines.
cease to apply to the joint commitiee bill if—

{1) the joint committee fails to vote on the report or pro-
posed legislative language required under section 401(b)}3XBXi)
not later than November 23, 2011; or

(2) the joint committee bill does not pass both Houses
not later than December 23, 2011,

SEC. 403. FUNDING. 2 USC 900 note.

Funding for the joint committee shall be derived in equal por-
tions from—

(1} the applicable accounts of the House of Representatives;
and

{2) the contingent fund of the Senate from the appropria-
tions account “Miscellaneous Items”, subject to the rules and
regulations of the Senate.

SEC, 404. RULEMAKING., 2 USC 900 note.
The provisions of this title are enacted by Congress—

(1) as an exercise of the rulemaking power of the House
of Representatives and the Senate, respectively, and as such
they shall be considered as part of the rules of each House,
respectively, or of that House to which they specifically apply,
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and such rules shall supersede other rules only to the extent
that they are inconsistent therewith; and

(2) with full recognition of the constitutional right of either
House to change suc%nrules {so far as relating to such House)
at any time, in the same manner, and to the same extent
as in the case of any other rule of such House.

TITLE V—PELL GRANT AND STUDENT
LOAN PROGRAM CHANGES

SEC. 501. FEDERAL PELL GRANTS,

Section 401(bY7XA)iv) of the Higher Education Act of 1965
{20 U.8.C. IOTOa(b)(T)(A)(iV)) is amended—
(1} in subclause (II}, by striking “$3,183,000,000” and
inserting “$13,183,000, 000” and
(2) in subclause (III) by striking “$0” and inserting
“$7,000,000,0007,

SEC., 502. TERMINATION OF AUTHORITY TO MAKE INTEREST SUB.
SIDIZED LOANS TO GRADUATE AND PROFESSIONAL STU.
DENTS.

Section 455(a) of the Higher Education Act of 1965 (20 U.S.C.
1087e(a)) is amended by adding at the end the following new
paragraph:

“(3)} TERMINATION OF AUTHORITY TO MAKE INTEREST SUB-

SIDIZED LOANS TC GRADUATE AND PROFESSIONAL STUDENTS.—

“(A) IN GENERAL.—Subject to subparagraph (B) and
notwithstanding any provision of this part or part B, for
any period of instruction beginning on or after July 1,
2012—

“(i} a graduate or professional student shall not
be eligible to receive a Federal Direct Stafford loan
under this part; and

“(ii) the maximum annual amount of Federal
Direct Unsubsidized Stafford loans such a student may
borrow in any academic year {(as defined in section
481(a)(2) or its equivalent shall be the maximum
annual amount for such student determined under sec-
tion 428H, plus an amount equal to the amount of
Federal Direct Stafford loans the student would have
received in the absence of this subparagraph.

“(B) EXCEPTION.—Subparagraph (A) shall not apply
to an individual enrolled in course work specified in para-
graph {3}B) or {4}(B) of section 484(b}.”.

SEC. 503. TERMINATION OF DIRECT LOAN REPAYMENT INCENTIVES.

Section 455(b)(8) of the Higher Education Act of 1865 (20 U.S.C.
1087e(b}(8)) is amended—

(1) in subparagraph (A)—

{A) by amending the header to read as follows: “(A)
’INCEETIVES FOR LCANS DISBURSED BEFCRE JULY 1, 20i2.—
* ar

(B) by inserting “with respect ¢ loans for which the
first disbursement of principal is made before July 1, 2012,”
after “of this part”;
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(2) in subparagraph {B), by inserting “with respect to loans
for which the first disbursement of principal is made before
July 1, 2012” after “repayment incentives”; and

€3} by adding at the end the following new subparagraph:

“{C) NO REPAYMENT INCENTIVES FOR NEW LOANS DIS-

BURSED ON OR AFTER JULY 1, 2012.—Notwithstanding any

other provision of this part, the Secretary is prohibited

from authorizing or providing any repaymen? incentive not
otherwise authorized under this part to encourage on-time
repayment of a loan under this part for which the first

disbursement of principal is made on or after July 1, 2012,

including any reduction in the interest or origination fee

rate paid by a horrower of such a loan, except that the

Secretary may provide for an interest rate reduction for

a borrower who agrees to have payments on such a loan

automatically electronically debited from a bank account.”.

SEC. 504. INAPPLICABILITY OF TITLE IV NEGOTIATED RULEMAKING 20 USC 108%
AND MASTER CALENDAR EXCEPTION. note.

Sections 482(c) and 492 of the Higher Education Act of 1985
(20 U.S.C. 1089%(c}, 1098a)} shall not apply to the amendments made
by this title, or to any regulations promulgated under those amend-
ments,

Approved August 2, 2011,

LEGISLATIVE HISTORY—S, 365:

CONGRESSIONAL RECORD, Vol. 157 (2011):
Feb. 17, considered and passed Senate.
Aug. 1, considered and passed House, amended,
Aug. 2, Senate concurred in House amendment.
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SECRETARY OF DEFENSE
1000 DEFENSE PENTAGON
WASHINGTON, OC 20301-1000

OEC 2 0 2012

MEMORANDUM FOR: SEE DISTRIBUTION
SUBJECT: Implications of Ongoing Fiscal Cliff Negotiations

We are providing you this information regarding the potential impact of sequestration
here at DoD. As you are all likely aware, the Administration and Congress are continuing to.
work to resolve a series of economic or fiscal events, collectively referred to as the “fiscal chiff,”
that are scheduled to occur around the end of the year. One of the key issues involves potential
across-the-board reductions in Federal spending—also known as “sequestration™—which were
put in place by the Budget Control Act of 2011. Under current law, these reductions are
scheduled to take effect on January 2, 2013. Many of you have raised questions regarding the
impact of a potential sequestration for the Department of Defense, and [ would like to take a
moment to clarify a few things.

I want to start by noting that this past summer, the President indicated his intent to
exercise his legal authority to exempt military personnel funding from sequestration. This means
that military endstrength will not be affected by sequestration in FY2013.

Our civilian employees should keep in mind that the Administration remains focused on
working with Congress to reach agreement on a balanced deficit reduction plan that avoids such
cuts. Sequestration was never intended to be implemented, and there is no reason why i:oth sxdes
should not be able to come together and prevent this scenario.

Nevertheless, with only a couple of weeks left before sequestration could occur should a
deal not be reached, it is important to clarify the potential implications. Let me start by
explaining what sequestration is and what it is not. Sequestration is an across-the-board
reduction in budgetary resources for all accounts within the Department of Defense that have not
been exempted by Congress. If it occurs, sequestration will.reduce our budgetary resources for
the remainder of the fiscal year (which runs through September 30). These cuts, while
significant and harmful to our collective mission as an agency, would not necessarily require
immediate reductions in spending. Under sequestration, we would stil have funds available
after January 2, 2013, but our overal! funding for the remainder of the year would be reduced.
Accordingly, this situation is different from other scenarios we have encountered in recent years,
such as threats of government shutdown due to a lapse in-appropriations.

For these reasons, I do not expect our day-to-day operations to change dramatically on or
immediately after January 2, 2013, should sequestration occur. This means that we will not be
executing any immediate civilian personnel actions, such as furloughs, on that date. Should we
have to operate under reduced funding levels for an extended period of time; we may have to
consider furloughs or other actions in the future. But let me assure you that we will carefully
examine other options to reduce costs within the agency before taking such action, taking into
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consideration our obligation to execute our core mission. Moreover, if such action proves 1o be
necessary, we would provide affected employees the requisite advance notice before a furiough
or other personnel action would occur, We would also immediately cancel any scheduled
personnel actions should a deficit reduction agreement be reached that restores our agency
funding.

I want to assure you that we will do our very best to provide clear information about the
status of events as they unfold.

Finally, let me express my gratitude during this holiday season for your continued hard
work and dedication to the vital mission of the Department of Defense. Your contributions touch
people’s lives in many significant ways, and | want you to know how deeply appreciative the
President and myself are for all that you do.

DISTRIBUTION:

SECRETARIES OF THE MILITARY DEPARTMENTS
CHAIRMAN OF THE JOINT CHIEFS OF STAFF

UNDER SECRETARIES OF DEFENSE

DEPUTY CHIEF MANAGEMENT OFFICER

COMMANDERS OF THE COMBATANT COMMANDS
DIRECTOR, COST ASSESSMENT AND PROGRAM EVALUATION
DIRECTOR, OPERATIONAL TEST AND EVALUATION
GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE
INSPECTOR GENERAL OF THE DEPARTMENT OF DEFENSE
ASSISTANT SECRETARIES OF DEFENSE :
DEPARTMENT OF DEFENSE CHIEF INFORMATION OFFICER
ASSISTANTS TO THE SECRETARY OF DEFENSE

DIRECTOR, ADMINISTRATION AND MANAGEMENT
DIRECTOR, NET ASSESSMENT

DIRECTORS OF THE DEFENSE AGENCIES

DIRECTORS OF THE DOD FIELD ACTIVITIES .
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PUBLIC LAW 112-240—JAN. 2, 2013 126 STAT. 2313

Public Law 112-240
112th Congress
An Act

Entitled the “American Tazpayer Relief Act of 2012”.

Be it enacted by the Senaie and House of Representatives of
the United States of America in Congress assembled,

SECTION 1. SHORT TITLE, ETC.
(a} SHORT TITLE—This Act may be cited as the “American

'1:ax%a¥er {Eeligj Act of 201%”.
ENDMENT OF 1986 CODE.—Except as otherwise expressly

provided, whenever in this Act an amendment or repeal is expressed
in terms of an amendment to, or repeal of & section or other
provision, the reference shall be considered to be made to a section
or other provision of the Internal Revenue Code of 1986.

(¢) TABLE OF CONTENTS.—The table of contents for this Act
is as follows:

Sec. 1. Short title, ete,

TITLE [--GENERAL EXTENSIONS

Sec. 101. Permanent extension and modification of 2001 tax relief.
Sec. 102. Permanent extension and modification of 2003 tax relief,
Sec. 103. Extension of 2009 tax relief.

See. 104, Permanent alternative minimum tax relief.

TITLE H—INDIVIDUAL TAX EXTENDERS

Sec. 201. Extension of deduction for certain expenses of elementary and secondary
schoel teachers,

Sec. 202. Extension of exclusion from gross income of discharge of gualified prin-
cipal residence indebtedness.

Sec. 203. Extension of parity for exclusion from income for employer-provided mass
transit and parking benefits.

Sec. 204. Extension of mortgage insurance premiums treated as gualified residence
interest,

Sec. 205. Extension of deduction of State and local general sales taxes,

Sec. 206. Extension of special rule for contributions of capital gain real property
made for conservation purposes.

Sec. 207. Extension of ahove-the-line deduction for qualified tuition and related ex-
penses.

Sec. 208, Extension of tax-free disiributions from individual retirement plans for
charitable purposes.

Sec. 209. Improve and make permanent the provision authorizing the Internal Rey-
enue Service to disclose certain return and return information fo certain
prison officials.

TITLE III-BUSINESS TAX EXTENDERS

Sec. 301. Extension and modification of research credit.
Sec. 302. Extension of temporary minimum low-income tex credit rate for non-fed-
erally snbsidizes new buildings.
Sec. 303. Extension of housing allowance exclusion for determining area median
grot)ils income for qualified residential rental project exempt facility
nds.
Sec. 304. Extension of Indian employment tax credit.

17

Jan. 2, 2013
[H.R. 8]

American o
Taxpayer Reli
Act of 2012,

26 USC 1 note.
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. Extension of new markets tax credit.

. Extension of railrcad track maintenance credit.
. Extension of mine rescue team traipin{g credit.
. Extension of employer wage credit fo

r employees who are active duty
members of the uniformed services.

. Extension of work opportunity tax credit.
. Extension of qualified zone academy bonds. X .
. Extension of 15-year straight-line cost recovery for qualified leasehold im-

provements, qualified restaurant buildings and improvements, and
qualified ret.ai(ll improvements.

Extension of 7-year recovery period for moforsports entertainment com-

lexas.

Egt,ension of accelerated depreciation for business property on an Indian
reservation,

Extension of enhanced charitable deduction for contributions of food in-
ventory.

Extensgn of increased expensing lomitations and treatment of certain
real property as section 179 property.

Extension of election to expense mine safety equipment.

Extension of special expensing rules for certain film and television pro-
ductions.

Extension of deduction allowable with respect fo income attributable to
domestic production activities in Puerto Rico.

Extension of modification of tax treatment of certain payments te control-
ling exemnpi organizations.

Extension of treatment of certain dividends of regulated investment com-

anies,
Egt.ension of RIC qualified investmen? entity trfatiieht " tnder-FIRPTA.

€.

Extension of look-thru treatment of payments between related controlled
forsign corporations under foreign personal holding company rules.

Extension of temporary exclusion of 100 percent of gain on certain small
business stock.

Extension of basis adjustment to steck of S corporations making chari-
table contributions of property.

Extension of reduction in S-¢orporation recognition period for built-in
gains tax.

Extension of empowerment zone tax incentives.

Extension of temporary increase in limif on cover over of rum excise taxes
to Puerto Rico and the Virgin Islands,

Modification and exfension of American Samoa economic development
credit,

Extension and modification of bonus depreciation.

TITLE IV—ENERGY TAX EXTENDERS

Extension of credit for energy-efficient existing homes.
Extension of credit for alternative fuel vehicle refueling property.
Extension of credit for 2- or 3-wheeled plug-in electric vehicles.

Extension of Incentives for biodiesel and renewable diesel. .

Extension of production credit for Indian coal facilities placed in service
before 2008. . o

Extension and modification of credits with respect to facilities producing
energy from certain renewable resources.

Extension of credit for energy-efficient new homes.

Extension of ¢redit for energy-efficient appliances.

Extension and modification of special allowance for cellulosic biofuel plant

roperty.

Egtez]:sion of special rule for sales or dispositions to implement FERC or
State electric restructuring policy for gualified electric utilities.

Extension of alternative fuels excise tax credits.

TITLE V—UNEMPLOYMENT

Extension of emergency unemployment compensation program.

Temporary extension of extended benefit provisions.

Extension of funding for reemployment services and reemployment and
eligi‘bixlii;fr assessment activities. i

Additio extended unemployment benefits under the Railroad Unem-
ployment Insurance Act.

TITLE VI—MEDICARE AND OTHER HEALTH EXTENSIONS

Subtitle A—Madicare Extensions
Medicare physician payment update.

. i-;—!""", i
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Sec. 602. Work geographic adjustment.

Sec. 603. Payment lor outpatient therapy services.

Sec. 604, Ambulance add-on payments.

Sec. 605. Extension of Medicare inpatient hospital payment adjustment for low-vol-
urne hospitals.

Sec. 606. Extension of the Medicar&degendent hospital (MDH) program.

Sec. 807. Extenéa'ion for spectalized Medicare Advantage plans for special needs in-
dividuals.

Sec. 608. Extension of Medicare reasonable cost contracts.

Sec. §09. Performance improvement.

Sec. §10. Extension of funding cutreach and assistance for low-income programs.

Subiitle B—Other Health Extensions

Sec, 621. Extension of the qualify‘in%individual QI proﬁg'a.m.

Sec. 622. Extension of Transitiona! Medical Assistance {TMA).

Bec. §23. Extension of Medicaid and CHIP Express Lane option.

Bec. 624, Extension of family-to-family health information centers.

Sec. 625. Extension of Special Diabetes Program for Type I diabetes and for Indi-
ans.

Subtitle C—Other Health Provisions

Sec, 631. IPPSGdocumentation and coding adjustment for implementation of MS3-
DRGs.

Sec. 832. Revisions to the Medicare ESRD bundled payment system fo reflect find-
ings in the GAO report. . .

Sec. 633. Treatment of multiple service payment policies for therapy services.

Sec. 634. Payment for certain radiology services furnished under the Medicare hos-

ital outpatient department: prospective payment system.

Sec. 635. Adjustment of equipment utilization rate for advanced imaging services.

Sec. 636. Meadicare payment of competitive prices for dizbetic supplies and elimi-
nation of overpayment for diabetic supplies.

Sec, 637. Medicarﬁgayment adjustment for non-emergency ambulance transports
for ESRD beneficiaries.

Sec. 638. Removing obstacles to collection of overpayments,

Sec. 639. Medicare advantage coding intensity adjustment.

Sec, 640. Elimination of all funding for the Medicare Improvement Fund.

Sec. 641. Rebasing of State DSH allotments.

Sec. 842. Repeal of CLASS program,

Sec. 643, Commission on Long-Term Care.

Sec. 644, Consumer Operated and Oriented Plan program contingency fund.

TITLE VII—EXTENSION OF AGRICULTURAL PROGRAMS

Sec. 701. 1-year extension of agricultural programs.
Sec. TOZ. Supplemental agricultural disaster assistance.

TITLE VIH—MISCELLANEOUS PROVISIONS

Bec. 801. Strategic delivery systems.
Sec. 802. No cost of living adjustment in pay of members of congress.

TITLE [X—BUDGET PROVISIONS

Subtitle A—Modifications of Sequestration

Sec. 801. Treatment of sequester.
Sec. 802. Amounts in applicable retirement plans may be transferred to designated
Roth accounts without distribution.
Subtitle B—Budgetary Effects

Sec. 911. Budgetary effects.

TITLE I—-GENERAL EXTENSIONS

SEC. 101. PERMANENT EXTENSION AND MODIFICATION OF 2001 TAX
RELIEF.

(a) PERMANENT EXTENSION.—
{1} In GENERAL—The BEconomic Growth and Tax Relief
Reconciliation Act of 2001 is amended by striking title IX. 26 USC 1 note.
(2) CONFORMING AMENDMENT.—The Tax Relief, Unemploy-
ment Insurance Reauthorization, and Jdob Creation Act of 2010
is amended by striking section 304. 26 USC 121 note.
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Applicability. {3) EFFECTIVE DATE.—The amendments made by this sub-
26 USC 1 note. section shall apply to taxable, plan, or limitation years begin-

ning after December 31, 2012, and estates of decedents dying,
gifts made, or generation skipping transfers after December
31, 2012,
(b} APPLICATION OF INCOME TAX TO CERTAIN HIGH-INCOME
TAXPAYERS.—
{1} INCOME TAX RATES.—
(A} TREATMENT OF 25-, 28, AND 33-PERCENT RATE
26 USC 1. BRACKETS.—Paragraph (2) of section 1(i} is amended to
read as follows:
“2} 25-, 28-, AND 33-PERCENT RATE BRACKETS.—The tables
under subsections (a), {b}, (¢}, {d}), and {e) shall be applied—

“A) by substituting ‘26% for ‘28% each place it
appears {before the application of subparagraph (B},

“B) by substituting ‘28%" for 31%  each place it
appears, and

“C} by substituting ‘33%' for ‘36%' each place it
appears.”.

{B) 35-PERCENT RATE BRACKET.—Subsection (i) of sec-
tion 1 is amended by redesignating paragraph {3) as para-
graph (4) and by inserting after paragraph (2} the following
new paragraph:

“(3) MODIFICATIONS TQ INCOME TAX BRACKETS FOR HIGH-
INCOME TAXPAYERS.—

“(A) 35-PERCENT RATE BRACKET.—In the case of taxable
years beginning after December 31, 2012—

“{} the rate of tax under subsections {(a), (b), {c),
and {d) on a taxpayer’s taxable income in the highest
rate bracket shall be 35 percent to the extent such
income does not exceed an amount equal to the excess
of—

“(1) the applicable threshold, over
“(II) the dollar amount at which such bracket
begins, and

“(ii) the 39.6 percent rate of tax under such sub-
sections shall apply only to the taxpayer's taxable
income in such bracket in excess of the amount to
which clause (i) applies.

Definition. “(B) APPLICABLE THRESHOLD.—For purposes of this
paragraph, the term ‘applicable threshold’ means—

“(1} $450,000 in the case of subsection (a},

“(11) $425,000 in the case of subsection ¢b),

#1i) $400,000 in the case of subsection (¢}, and

“iv} ¥ the amount applicable under clause (i}
{after adjustment, if any, under subparagraph (C)} in
the case of subsection (d}.

“(C) INFLATION ADJUSTMENT.—For purposes of this
paragraph, with respect to taxable years beginning in cal-
endar years after 2013, each of the dollar amounts under
clauges (i), (ii), and {ii1} of subparagraph (B} shall be
adjusted in the same manner as under paragraph (1XC)i},
except that subsection (f{3)(B) shall be applied by sub-
stituting ‘2012’ for “1992°.”.

(2) PHASEOUT OF PERSONAL EXEMPTIONS AND ITEMIZED
DEDUCTIONS.—
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{A) OVERALL LIMITATION ON ITEMIZED DEDUCTIONS.—
Section 68 is amended— 26 USC 68,
(i} by siriking subsection (b} and inserting the
following:

“(b) APPLICABLE AMOUNT.—

“(1) IN GENERAL.—For purposes of this section, the term Definition,
‘applicable amount’ means—

“(A) $300,000 in the case of a joint return or a surviving
spouse (as defined in section 2(a)),

“(B) $275,000 in the case of a head of household (as
defined in section 2(b)),

“(C) $250,000 in the case of an individual whe is not
married and who is not a surviving spouse or head of
household, and

“D) ¥ the amount applicable under subparagraph
(A} (after adjustment, if any, under paragraph (2)) in the
case of a married individual filing a separate return.

For purpeses of this paragraph, marital status shall be deter-
mined under section 7703.

“(2) INFLATION ADJUSTMENT.—In the case of any taxable
year beginning in calendar years after 2013, each of the dollar
amounts under subparagraphs {A), (B), and {C) of paragraph
(1) shall be shall be increased by an amount equal to—

“{A) such dollar amount, multiplied by

“(B) the cost-of-living adjustment determined under
section L{f)(3) for the calendar year in which the taxable
year begins, except that section L(f{3XB) shall be applied
by substituting ‘2012’ for ‘1992".

If any amount after adjustment under the preceding sentence
is not a multiple of $50, such amount shall be rounded to
the next lowest multiple of $50.”, and

(ii} by striking subsections (f) and (g).

(B) PHASEGUT OF DEDUCTIONS FOR PERSONAL EXEMP-
TICNS.—

(1) IN GENERAL.—Paragraph {3} of section 151{d)
is amended—

(I) by striking “the threshold amount” in sub-
paragraphs (A} and (B) and inserting “the
applicable amount in effect under section 68(bh)”,

(11} by striking subparagraph {(C) and redesig-
natin% subparagraph (D) as subparagrzg)h {C), and

(111} by striking subparagraphs () and (F).
{ii) CONFORMING AMENDMENTS.—Paragraph (4) of

section 151{d) is amended—

(I) by striking subparagraph (B),

{II} by redesignating clauses (i) and (i) of
subparagraph (A} as subparagraphs (A) and (B),
respectively, and by indenting such subparagraphs
{as so redesignated} accordingly, and

{IIT} by striking all that precedes “in a cal-
endar year after 1989,” and inserting the following:

“(4) INFLATION ADJUSTMENT.—In the case of any taxable
year beginning”,

{3) EFFECTIVE DATE.—The amendments made by this sub- 26 USC 1 note.
secti%ri 2shall apply to taxable years beginning after December
31, 2012,

{¢) MODIFICATIONS OF ESTATE TAX.—
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{1} MaxiMUM ESTATE TAX RATE EQUAL TO 40 PERCENT.—
The table contained in subsection (¢} of section 2001, as
amended by section 302(a}(2) of the Tax Relief, Unemployment
26 USC 2001. Insurance Reauthorization, and Job Creation Act of 2010, is
amended by striking “Over $500,000” and all that follows and
inserting the following:

“Over $500,000 but not over $155,800, plus 37 percent of the

$750,000. . excess of such amount over
$500,000.
Over $750,000 but not over $248,300, plus 39 percent of the
$1,000,000. excess of such amount over
$750,000.
Over $1,000,000 ....ccccvvevveccnennnn.. $345,800, plus 40 percent of the
excess of such amount over
$1,000,000..

(2) TECHNICAL CORRECTION.—Clause (i} of section
2010(c)}4)B) is amended by striking “basic exclusion amount”
and inserting “applicable exclusion arnount”.

26 USC 2001 {3) EFFECTIVE DATES.— _ )
note, (A) IN GENERAL.—Except as otherwise provided by in
Applicability.

this paragraph, the amendments made by this subsection
shall apply to estates of decedents dying, generation-skip-
ping transfers, and gifts made, after December 31, 2012,

(B) TECHNICAL CORRECTION.—The amendment made
by paragraph (2) shall take effect as if included in the
amendments made by section 303 of the Tax Relief,
Unemployment Insurance Reauthorization, and Job Cre-
ation Act of 2010.

SEC. 102. PERMANENT EXTENSION AND MODIFICATION OF 2003 TAX
RELIEF.

(a} PERMANENT EXTENSION,—The Jobs and Growth Tax Relief
26 USC 1note.  Reconciliation Act of 2003 is amended by striking section 303.
(b} 20-PERCENT CAPITAL (GAINS RATE FOR CERTAIN HIGH

INCOME INDIVIDUALS.—

(1) In GENERAL—Paragraph (1} of section 1(h) is amended
by striking subparagraph (C), by redesignating subparagraphs
()} and (E} as subparagraphs (E) and (F} and by inserting
after subparagraph (B} the following new subparagraphs:

%) 15 percent of the lesser of —

“i) so much of the adjusted net capital gain {or,
if less, taxable income) as exceeds the amount on which
a tax is determined under subparagraph (B), or

“(ii} the excess of —

“(I) the amount of taxable income which would

(without regard to this paragraph) be taxed at

a rate below 39.6 percent, over

“II} the sum of the amounts on which a tax

is determined under subparagraphs (A} and (B},
“D) 20 percent of the adjusted net capital gain {or,

if less, taxable income) in excess of the sum of the amounts

?(131) which tax is determined under subparagraphs (B} and
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(2) MINIMUM TaX.—Paragraph (3) of section 55(b) is 26USCs55.
amended by striking subparagraph (C), by redesignating
subparagraph (D)} as subparagraph (E), and by inserting after
subparagraph (B) the following new subparagraphs:

“C) 15 percent of the lesser of —

“(i} so much of the adjusted net capital gain {or,
if less, taxable excess) as exceeds the amount on which
tax is determined under subparagraph (B), or

: “(i1) the excess described in section 1(h)(1XCGI),

plus
D) 20 percent of the adjusted net capital gain (or,
if Jess, taxable excess) in excess of the sum of the amounts
on which tax is determined under subparagraphs (B} and

{C), plus”.

{c}) CONFORMING AMENDMENTS.—
{1} The following provisions are each amended by striking
“15 percent” and inserting “20 percent”™;
(A} Section 531.
{B) Section 541.
{C) Section 1445(e)(1).
(D) The second sentence of section 7518(g}6)A).
(E} Section 53511(}(2) of title 46, United States Code.

(2) Sections 1{h}1¥B) and 55(bX3)B) are each amended
by striking “5 percent (0 percent in the case of taxable years
beginning after 2007)” and inserting “0 percent”.

(3) Section 1445(e)(6) is amended by striking “15 percent
{20 percent in the case of taxable years beginning after
December 31, 2010)” and inserting “20 percent”.

(d) EFFECTIVE DATES.— Apglicability.

(1) IN GENERAL.—E3xcept as otherwise provided, the amend- 26 USC I note.
ments made by subsections (b} and (¢} shall apply to taxable
years beginning after December 31, 2012,

{2} WITHHOLDING.—The amendments made by paragraphs
{1XC) and (3) of subsection (c} shall apply tc amounts paid
on or after January 1, 2013.

8EC., 103. EXTENSION OF 2009 TAX RELIEF.

{a) bB-YEAR EXTENSION OF AMERICAN OPPORTUNITY TaAX
CREDIT—

(1} IN GENERAL.—Section 25A(i} is amended by striking
“in 2009, 2010, 2011, or 2012” and inserting “after 2008 and
before 2018”.

{2) TREATMENT OF POSSESSIONS.—Section 1004(c)}1} of divi-
sion B of the American Recovery and Reinvestment Tax Act
of 2009 is amended by striking “in 2009, 2010, 2011, and 26 USC 25A note.
2012" each place it appears and inserting “after 2008 and
before 2018”.

(b) 5-YEAR EXTENSION OF CHILD TAX CREDIT.—Section 24(d)4)
is amended—

(1) by striking “2009, 2010, 2011, AND 2012” in the heading
and inserting “FOR CERTAIN YEARS”, and

(2) by striking “in 2009, 2010, 2011, or 2012” and inserting
“after 2008 and before 2018,

(¢) 5-YEAR EXTENSION OF EARNED INCOME TAX CREDIT.—Section
32(b}3})1s amended—

{1} by striking “2009, 2010, 2011, AND 2012” in the heading
and inserting “FOR CERTAIN YEARS”, and
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{2} by striking “in 2008, 2010, 2011, or 2012" and inserting
“after 2008 and before 2018,
(d) PERMANENT EXTENSICN OF RULE DISREGARDING REFUNDS
IN THE ADMINISTRATION OF FEDERAL PROGRAMS AND FEDERALLY
ASSISTED PROGRAMS.—Section 6409 is amended to read as fellows:

“SEC. 409. REFUNDS DISREGARDED IN THE ADMINISTRATION OF FED-
ERAL PROGRAMS AND FEDERALLY ASSISTED PROGRAMS,

“Notwithstanding any other provision of law, any refund for
advance payment with respect to a refundable credit) made to
any individual under this title shall not be taken into account
as income, and shall not be taken intc account as resources for
a period of 12 months from receipt, for purposes of determining
the eligibility of such individual (or any other individual} for benefits
or assistance {(or the amount or extent of benefits or assistance)
under any Federal program or under any State or local program
financed in whole or in part with Federal funds.”.

{e) EFFECTIVE DATES.—

(1) In GENERAL.—Except as provided in paragraph (2), the
amendments made by this section shall apply to taxable years
beginning after December 31, 2012.

(2) RULE REGARDING DISREGARD OF REFUNDS.—The amend-
ment made by subsection (d} shall apply to amounts received
after December 31, 2012,

SEC. 104. PERMANENT ALTERNATIVE MINIMUM TAX RELIEF,

(a) 2012 EXEMPTION AMOUNTS MADE PERMANENT. —
(1) IN GENERAL.—Paragraph {1} of section 55(d) is
amended—
{A) by striking “$45,000” and all that fellows through
“2011Y" in subparagraph (A} and inserting “$78,7507,
(B} by striking “$33,750” and all that follows through
“2011)" in subparagraph (B) and inserting “$50,600”, and
(C) by striking “paragraph (1}A)” in subparagraph (C}
and inserting “subparagraph (A}".
(b) EXEMPTION AMOUNTS INDEXED FOR INFLATION.—

(1) In GENERAL.—Subsection {d) of section 55 is amended
by adding at the end the following new paragraph:

“(4) INFLATION ADJUSTMENT.—

“(A) IN GENERAL.—In the case of any taxable year
beginning in a calendar year after 2012, the amounts
described in subparagraph (B} shall each be increased by
an amount equal to—

“(1) such dollar amount, multiplied by

“tii} the cost-ofliving adjustment determined
under section 1{f}3) for the calendar year in which
the taxable year begins, determined by substituting

‘calendar year 2011° for ‘calendar year 1992' in

subparagraph (B) thereof.

“B) AMOUNTS DESCRIBED.—The amounts described in
this subparagraph are—

“(i) each of the dollar amounts contained in sub-
section (b 1)(AXi),

“i1) each of the dollar amounts contained in para-
graph {1}, and

“1ii} each of the dollar amounts in subparagraphs
{A) and (B) of paragraph {3).
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“) ROUNDING.—Any increase determined under
sfqggggasgraph (A} shall be rounded to the nearest multiple
0 i
(2} CONFORMING AMENDMENTS.—

(A} Clause (ifi} of section 55(b)1)A} is amended by 26 USCHS5s.
striking “by substituting” and all that follows through
“appears.” and inserting “by substituting 50 percent of
the dollar amount otherwise applicable under subclause
(I} and subclause {II) thereof.”.

(B) Paragraph (3) of section 55(d} is amended—

(1) by striking “or (2)” in subparagraph {A),
(ii} by striking “and” at the end of subparagraph

{B), and

(iii} by striking subparagraph (C) and inserting
the following new subparagraphs:

“(C)y 50 percent of the dollar amount applicable under
subparagraph {A) in the case of a taxpayer described in
subparagraph (C) or (D) of paragraph (1), and

“D} $150,000 in the case of a taxpayer described in
paragraph (2).”,

{¢} ALTERNATIVE MINIMUM TaAX RELIEF FOR NONREFUNDABLE
CREDITS—

(1) IN GENERAL.—Subsection (a) of section 26 is amended
to read as follows:

“(a} LIMITATION BASED ON AMOUNT oF TaX.—The aggregate
amount of credits allowed by this subpart for the faxable year
shall not exceed the sum of—

*(1} the taxpayer’s regular tax liability for the taxable
year reduced by the foreign tax credit allowable under section
27(a), and

“(2) the tax imposed by section 55{(a) for the taxable year.”.

{2} CONFORMING AMENDMENTS.—

(A) ADOPTION CREDIT.—

” (i) Section 23(b} is amended by striking paragraph

(ii) Section 23{c) is amended by striking para-
graphs (1) and {2} and inserting the following:

“(1) In GENERAL.—If the credit allowable under subsection
{a) for any taxable year exceeds the Hmitation imposed by
section 26(a) for suci taxable year reduced by the sum of
the credits allowable under this subpart {cther than this section
and sections 25D and 1400C), such excess shall be carried
to the succeeding taxable year and added to the credit allowable
under subsection (a) for such taxable vear.”.

(iii) Section 23(¢} is amended by redesignating

paragraph (3} as paragraph {2).

(B) CHILD TAX CREDIT.—

) (i) Section 24(b} is amended by striking paragraph

(it} Section 24(d)(1} is amended—

{I) by striking “section 26(a}2) or subsection
(b}8), as the case may be,” each place it appears
in subparagraphs (A} and (B} and inserting “sec-
tion 26(a)", and

(II} by striking “section 26{a)(2} or subsection
(b)3), as the case may be” in the second last
sentence and inserting “section 26(a)”,
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(C} CREDIT FOR INTEREST ON CERTAIN HOME MORT-
GAGES.—Section 25{e)(1)C) is amended to read as follows:

“{Cy APPLICABLE TAX LIMIT.—For purposes of this para-
graph, the term ‘applicable tax limit’ means the limitation
imposed by section 26(a) for the taxable year reduced by
the sum of the credits allowable under this subpart {other
than this section and sections 23, 25D, and 1400C).”.

{D) HOPE AND LIFETIME LEARNING CREDITS.—Section
25A(i) is amended—

(i) by striking paragraph (5) and by redesignating
paragraphs (8) and (7) as paragraphs (5) and {6},
respectively, and

(ii} by striking “section 26{(a}2) or paragraph {5),
as the case may be” in paragraph (5), as redesignated
by clause (i), and inserting “section 26{a}”".

(K} SAVERS' CREDIT.—Section 25B is amended by
striking subsection {(g).
(F') RESIDENTIAL ENERGY EFFICIENT PROPERTY.—Section
25D(c) is amended te read as follows:
“(c) CARRYFORWARD OF UNUSED CREDIT.—If the credit allowable

under subsection {a)} exceeds the limitation imposed by section
26(a) for such taxable year reduced by the sum of the credits
allowable under this subpart {(other than this section}, such excess
shall be carried fe the succeeding taxable year and added to the
credi}'; allowable under subsection (a) for such succeeding taxable
year.”,

(3) CERTAIN PLUG-IN ELECTRIC VEHICLES.—Section
30(c)2) is amended to read as follows:

“(2) PERSONAL CREDIT.—For purposes of this title, the credit
allowed under subsection {(a) for any taxable year {(determined
after application of paragraph (1)} shall be treated as a credit
allowable under subpart A for such taxable year.”.

{H) ALTERNATIVE MOTOR VEHICLE CREDIT.—Section
30B(g)(2) is amended to read as follows:

“{2) PERSONAL CREDIT.—For purposes of this title, the credit
allowed under subsection {a) for any taxable year (determined
after application of paragraph (1)) shall be treated as a credit
allowable under subpart A for such taxable year.”.

(I)) NEW QUALIFIED PLUG-IN ELECTRIC VEHICLE
CREDIT.—Section 30D{c}2) is amended to read as follows:
“(2) PERSONAL CREDIT.-—For purposes of this title, the credit

allowed under subsection (a) for any taxable year {(determined
after application of paragraph (1)) shall be treated as a credit
allowable under subpart A for such taxable year.”.

{J} CROSS REFERENCES.—Section 55{(cX8) is amended
by striking “26(a}, 30C(d)}2),” and inserting “80C(d¥2)".

{K} FOREIGN TAX CREDIT.—Section 904 is amended by
striking subsection (i) and by redesignating subsections
{} €k), and (1} as subsections (i), {j), and (k), respectively.

(L) FIRST-TIME HOME BUYER CREDIT FOR THE DISTRICT
OF COLUMBIA.—Section 1400C(d) is amended to read as
follows:

“(d} CARRYFORWARD OF UNUSED CREDIT.—If the credit allowable

under subsection (a) exceeds the limitation imaposed by section
26(a} for such taxable year reduced by the sum of the credits
allowable under subpart A of part IV of subchapter A (other than
this section and section 25D), such excess shall be carried to the
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succeeding taxable year and added to the credit allowable under
subsection {a) for such taxable year.”.

(d) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 2011.

TITLE II--INDIVIDUAL TAX EXTENDERS

SEC. 201. EXTENSION OF DEDUCTION FOR CERTAIN EXPENSES OF
ELEMENTARY AND SECONDARY SCHCOL TEACHERS.

{a) In GENERAL.—Subparagraph (D) of section 62(a)2) is
amended by striking “or 2011” and inserting “2011, 2012, or 2013”.
(b} EFFECTIVvE DATE.—The amendment made by this section
shall apply to taxable years beginning after December 31, 2011,

SEC, 202, EXTENSION OF EXCLUSION FROM GROSS INCOME OF DIS-
CHARGE OF QUALIFIED PRINCIPAL RESIDENCE INDEBT-
EDNESS,

{a) IN GENERAL.—Subparagraph (E} of section 108(a}1) is
amended by striking “January 1, 20183” and inserting “January
1, 2014".

(b} EFFECTIVE DATE—The amendment made by this section
shall apply to indebtedness discharged after December 31, 2012.

SEC. 203. EXTENSION OF PARITY FOR EXCLUSION FROM INCOME FOR
EMPLOYER-PROVIDED MASS TRANSIT AND PARKING
BENEFITS.

{a) IN GENERAL.—Paragraph (2) of section 132¢f) is amended
by striking “January 1, 2012" and inserting “January 1, 2014”

(b) EFFECTIVE DATE.—The amendment made by this section
shall apply to months after December 31, 2011.

8EC. 204, EXTENSION OF MORTGAGE INSURANCE PREMIUMS TREATED
AS QUALIFIED RESIDENCE INTEREST.

{a} IN GENERAL.—Subclanse (I) of section 183(h)}3XE)(iv) is
amended by striking “December 31, 2011” and inserting “December
31, 2015”.

(b) TECENICAL AMENDMENTS.—Clause {i) of section 183(h){4XE)
is amended—

(1) by striking “Veterans Administration” and inserting

“Department of Veterans Affairs”, and

(2} by striking “Rural Housing Administration” and
inserting “Rural Housing Service”.

(c) EFFECTIVE DATE.—The amendments made by this section
shall apply to amounts paid or accrued after December 31, 2011.

SEC, 205. EXTENSION OF DEDUCTION OF STATE AND LOCAL GENEERAL
SALES TAXES.

{a) IN GENERAL.—Subparagraph (I) of section 164(bX5) is
amended by striking “January 1, 2012” and inserting “January
1, 2014",

(b} EFFECTIVE DATE.—The amendment made by this section
shall apply to taxable years beginning after December 31, 2011.
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26 USC 170

Applicability.
oY

SC 170 note.

26 USC 222 note.

26 USC 4038 note.

Applicability.

SEC. 206. EXTENSION OF SPECIAL RULE FCR CONTRIBUTIONS OF CAP-
ITAL. GAIN REAL PROPERTY MADE FGR CONSERVATION
PURPOSES.

(a) IN GENERAL.—Clause {vi} of section 170{b}1)}E} is amended
by striking “December 31, 2011” and inserting “December 31, 2013”,

(b} CoNTRIBUTIONS BY CERTAIN CORPCRATE FARMERS AND
RANCHERS.—Clause (iii} of section 170(b)(2)B} is amended by
striking “December 31, 2011” and inserting “December 31, 2013",

{c} EFFECTIVE DaTE.—The amendments made by this section
shall apply to contributions made in taxable years beginning after
December 31, 2011.

SEC. 207. EXTENSION OF ABOVE.THE-LINE DEDUCTION FOR QUALIL
FIED TUTTION AND RELATED EXPENSES,

{a) IN GeNERAaL.—Subsection {e) of section 222 is amended
by striking “Decernber 31, 2011” and inserting “December 31, 2013",
{b) EFFECTIVE DATE..—The amendment made by this section
shall apply to taxable years beginning after December 31, 2011,

SEC. 208, EXTENSION OF TAX-FREE DISTRIBUTIONS FROM INDIVIDUAL
RETIREMENT PLANS FOR CHARITABLE PURPOSES.

(a) IN GENERAL.—Subparagraph (F) of section 408(d¥8) is
;rlnzrédl%q’ by striking “Decermmber 31, 2011” and inserting “December
(b} EFFECTIVE DATE; SPECIAL RULE.—

{1) EFFECTIVE DATE.—The amendment made by this section
shall apply to distributions made in taxable years beginning
after December 31, 2011.

{2} SprCIAL RULES.—For purposes of subsections (a)6),
{b}(3), and {d)X8) of section 408 of the Internal Revenue Code
of 1986, at the election of the tazpayer (at such time and
in such manner as prescribed by the Secretary of the
Treasury)}—

(A) any qualified charitable distribution made after
December 31, 2012, and before February 1, 2013, shall
beddeemed to have been made on December 31, 2012,
an

{B) any portion of a distribution from an individual
retirement account tc the taxpayer after November 30,
2012, and before January 1, 2013, may be treated as a
qualified charitable distribution tc the extent that—

{i) such portion is transferred in cash after the
distribution t¢ an organization described in section
408(d}(8)B)(1i) before February 1, 2013, and

{(ii} such portion is part of a distribution that would
meet the requirersents of section 408(d)}8) but for the
fact that the distribution was not transferred directly
to an organization described in section 408(d)(8XB)(i).

SEC. 209. IMPROVE AND MAKE PERMANENT THE PROVISION AUTHOR-
IZING THE INTERNAL REVENUE SERVICE TO DISCLOSE
CERTAIN RETURN AND RETURN INFORMATION TO CER-
TAIN PRISON OFFICIALS.

(a) IN GENERAL.—Paragraph (10) of section 6103(k) is amended
to read as follows:
*10) DISCLOSURE OF CERTAIN RETURNS AND RETURN
INFORMATION TO CERTAIN PRISON OFFICIALS.—
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(A} IN GENERAL.—Under such procedures as the Sec-
retary may prescribe, the Secretary may disclose to officers
and employees of the Federal Bureau of Prisons and of
any State agency charged with the responsibility for
administration of prisons any returns or return information
with respect to individuals incarcerated in Federal or State
prison systems whom the Secretary has determined may
have filed or facilitated the filing of a false or fraudulent
return to the extent that the Secretary determines that
such disclosure is necessary to permit effective Federal
tax administration.

“(B) DISCLOSURE TO CONTRACTOR-RUN PRISONS —Under
such procedures as the Secretary may prescribe, the disclo-
sures authorized by subparagraph (A) may be made to
contractors responsible for the operation of a Federal or
State prison on behalf of such Bureau or agency.

“(C) RESTRICTIONS ON USE OF DISCLOSED INFORMA-
TION.—Any return or return information received under
this paragraph shall be used only for the purposes of and
to the extent necessary in taking administrative action
to prevent the filing of faise and fraudulent returns,
including administrative actions to address possible viola-
tions of administrative rules and regulations of the prison
facility and in administrative and judicial proceedings
arising from such administrative actions.

“D) RESTRICTIONS ON REDISCLOSURE AND DISCLOSURE
TC LEGAL REPRESENTATIVES.—Notwithstanding subsection

(h)—

“(i} RESTRICTIONS ON REDISCLOSURE.—Except as
provided in clause (ii}, any officer, employee, or con-
tractor of the Federal Bureau of Prisons or of any
State agency charged with the responsibility for
administration of prisons shall not disclose any
information obtained under this paragraph to any per-
son other than an officer or employee or contractor
of such Bureau er agency personally and directly
engaged in the administration of prison facilities on
behalf of such Bureau or agency,

“(i1} DISCLOSURE TO LEGAL REPRESENTATIVES.—The
returns and return information disclosed under this
paragraph may be disclosed to the duly authorized
legal representative of the Federal Bureau of Prisons,
State agency, or contractor charged with the responsi-
bility for administration of prisons, or of the incarcer-
ated individual accused of filing the false or fraudulent
return who is a party to an action or proceeding
deseribed in subparagraph (C), solely in preparation
for, or for use in, such action or proceeding.”.

{b} CONFORMING AMENDMENTS.—
(1) Paragraph (3) of section 6103(a) is amended by inserting
“subsection (k)(10),” after “subsection {e}{1XD)iii},”.
(2) Paragraph (4} of section 6103(p} is amended—
{A) by inserting “subsection {k)(10},” before “subsection
{1X10},” in the matter preceding subparagraph (A),
{B}in subparagraph (F)(i}—
(1) by inserting “(k)}10),” before “or (IX8),”, and
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(ii} by inserting “subsection (k}10} or” before “sub-
section (1)(10),”, and
{C} by inserting “subsection (k)10) or” before “sub-

section (1(10),” both places it appears in the matter fol-
lowing subparagraph (F)(iii).

26 USC 7213. {3) Paragraph (2} of section 7213(a) is amended by inserting
“k)(10),” before “(1)(6),”.

26 USC 6103 {c} EFFECTIVE DATE.—The amendments made by this section

note. shall take effect on the date of the enactment of this Act.

TITLE III—BUSINESS TAX EXTENDERS

SEC. 301. EXTENSION AND MODIFICATION OF RESEARCH CREDIT.

{a) EXTENSION.—

(1) IN GENERAL.—Subparagraph (B) of section 41(h)}1} is
amended by striking “December 31, 2011” and inserting
“December 31, 2013”.

{2} CONFORMING AMENDMENT.—Subparagraph (D} of sec-
tion 45C(b)(1) is amended by striking “December 31, 2011
and inserting “December 31, 2013
{b} INCLUSICN OF QUALIFIED RESEARCH EXPENSES AND (GROSS

RECEIPTS OF AN ACQUIRED PERSON.—

{1} PARTIAL INCLUSION OF PRE-ACQUISITION GQUALIFIED
RESEARCH EXPENSES AND GROSS RECEIPTS.—Subparagraph (A)
of section 41(f}3) is amended to read as follows:

4A) ACQUISITIONS.—

“(i) IN GENERAL.—If & person acquires the major
portion of either a trade or business or a separate
unit of a trade or business (hereinafter in this para-
graph referred to as the ‘acquired business’) of another
person {(hereinafter in this paragraph referred to as
the ‘predecessor’), then the amount of qualified
research expenses paid or incurred by the acquiring
person during the measurement period shall be
Increased by the amount determined under clause {ii},
and the gross receipts of the acquiring person for such
period shall be increased by the amount determined
under clause (iii).

“(i1} AMOUNT DETERMINED WITH RESPECT TO QUALI-
FIED RESEARCH EXPENSES.—The amount determined
under this clause 13—

“(1) for purposes of applying this sectien for
the taxable year in which such acquisition is made,
the acquisition year amount, and

“(II} for purposes of applying this section for
any taxable year after the taxable year in which
such acquisition is made, the qualified research
expenses paid or incurred by the predecessor with
respect to the acquired business during the
measurement period.

“(iii} AMOUNT DETERMINED WITH RESPECT TC GROSS
RECEIPTS.—The amount determined under this clause
is the amount which would be determined under clause
(i) if ‘the gross receipts of were substituted for ‘the
qualified research expenses paid or incurred by each
place it appears in clauses (i) and (iv).
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“(iv} ACQUISITION YEAR AMOUNT.—For purposes of
clause (ii), the acquisition year amount is the amount
equal to the product of —

“1) the qualified research expenses paid or
incurred by the predecessor with respect to the
accéuired business during the measurement period,
an

“II) the number of days in the peried begin-
ning on the date of the acquisition and ending
on the last day of the taxable year in which the
acguisition is made,

divided by the number of days in the acquiring persen’s

taxable year.

“(v) SPECIAL RULES FOR COORDINATING TAXABLE
YEARS.—In the case of an acquiring person and a prede-
cessor whose taxable years do not begin on the same
date—

“(1) each reference to a taxable year in clauses
{(ii} and (iv} shall refer to the appropriate taxable
vear of the acquiring person,

“II} the qualified research expenses paid or
incurred by the predecessor, and the gross receipts
of the predecessor, during each taxable year of
the predecessor any portion of which is part of
the measurement period shall be allacated equally
among the days of such taxable year,

“(III) the amount of such qualified research
expenses taken into account under clauses (ii) and
{iv) with respect to a taxable year of the acquiring
person shall be equal to the total of the expenses
attributable under subclause (I} to the days cccur-
ring during such taxable year, and

“(IV} the amount of such gross receipts taken
into account under clause {iil} with respect to a
taxable year of the acquiring person shall be equal
to the total of the gross receipts attributable under
subclause (II) to the days oceurring during such
taxable year.

“(yi) MEASUREMENT PERIOD.—For purpeses of this Definition.
subparagraph, the term ‘measurement pericd’ means,
with respect to the taxable year of the acquiring persen
for which the credit is determined, any period of the
acquiring person preceding such taxable year which
is taken into account for purposes of determining the
credit for such year.”.

{2) EXPENSES AND GROSS RECEIPTS OF A PREDECESSOR,—
isxitl}:)paa.:r‘agraph {B) of section 4K{f)(38) is amended to read as 26USC4L
ollows:

“(B) D1sPOSITIONS.—If the predecessor furnished to the
acquiring person such information as is necessary for the
application of subparagraph {A), then, for purposes of
applying this section for any taxable year ending after
such disposition, the amount of qualified research expenses
paid or incurred by, and the gross receipts of, the prede-
cessor during the measurement period (as defined In
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26 USC 41.

Applicability.
26 USC 41 note.

subparagraph (AXvi}, determined by substituting ‘prede-
cessor’ for ‘acquiring person’ each place it appears) shall
be reduced by—
“(i} in the case of the taxable year in which such
disposition is made, an amount equal to the product
“I) the qualified research expenses paid or
incurred by, or gross receipts of, the predecessor
with respect to the acquired business during the
measurement period {(as so defined and so deter-
mined}, and
“(II}) the number of days in the period begin-
ning on the date of acquisition {as determined
for purposes of subparagraph (A)iv)(1I}) and
ending on the last day of the taxable year of the
predecessor in which the disposition is made,
divided by the number of days in the taxable year
of the predecessor, and
“(11) in the case of any taxable year ending after
the taxable year in which such disposition is made,
the amount described in clause (iXI).”,
(c) AGGREGATION OF EXPENDITURES.—Paragraph (1} of section
41(f) is amended—

(1) by striking “shall be its proportionate shares of the
qualified research expenses, basic research payments, and
amounts paid or incurred to energy research consortiums,
giving rise to the credit” in subparagraph (A)(ii) and inserting
“shall be determined on a proportionate basis to its share
of the aggregate of the qualified research expenses, basic
research payments, and amounts paid or incurred to energy
research consortiums, taken into account by such controlled
group for purposes of this section”, and

(2} by striking “shall be its proportionate shares of the
qualified research expenses, basic research payments, and
amounts paid or incurred to energy research consortiums,
giving rise to the credit” in subparagraph (B)ii) and inserting
“shall be determined on a proportionate basis to its share
of the aggregate of the qualified research expenses, basic
research payments, and amounts paid or incurred to energy
research consortiums, taken into account by all such persons
under common control for purposes of this section”.

(d) EFFECTIVE DATE.—

(1) ExTensION.—The amendments made by subsectien (a)
shal% apply to amounts paid or incurred after December 31,
2011,

(2) MoDIFICATIONS.—The amendments made by sibsections
(b} and (c} shall apply to taxable years beginning after
December 31, 2011.

SEC. 302. EXTENSION OF TEMPORARY MINIMUM LOW-INCOME TaX
CREDIT RATE FOR NON-FEDERALLY SUBSIDIZED NEW
BUILDINGS.

{a) IN GENERAL.—Subparagraph (A} of section 42(bX2) is
amended by striking “and before December 31, 2013” and inserting
“with respect to housing credit dollar amount allocations made
before January 1, 2014,
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(b) EFFECTIVE DATE—The amendment made by this section
shall take effect on the date of the enactment of this Act.

SEC. 303. EXTENSION OF HOUSING ALLOWANCE EXCLUSION FOR
DETERMINING AREA MEDIAN GROSS INCOME FOR QUALI-
FIED RESIDENTIAL RENTAL PROJECT EXEMPT FACILITY
BONDS.

{a) INn GENERAL.—Subsection (b} of section 3005 of the Housing
Assistance Tax Act of 2008 is amended by striking “January 1,
2012” each place it appears and inserting “January 1, 2014

(b) EFFECTIVE DATE—The amendment made by this section
shall take effect as if included in the enactment of section 3005
of the Heusing Assistance Tax Act of 2008,

SEC. 304. EXTENSION OF INDIAN EMPLOYMENT TAX CREDIT.

(a) IN GENERAL.—Subsection {f) of section 45A is amended
by striking “December 31, 2011” and inserting “December 31, 2013”.
(b) EFFECTIVE DATE.—The amendment made by this section
shall apply to taxable years beginning after December 31, 2011.

SEC., 305. EXTENSION OF NEW MARKETS TAX CREDIT.

{a) IN GENERAL—Subparagraph (G) of section 45D{f)(1) is
amended by striking “2010 and 2011” and inserting “2010, 2011,
2012, and 2013".

(b) CARRYOVER OF UNUSED LIMITATION.—Paragraph (3) of sec-
tion 45D(f) is amended by striking “2016” and inserting “2018".

{c} EFFECTIVE DATE.—The amendments made by this section
shall apply to calendar years beginning after December 31, 2011.

SEC. 306. EXTENSION OF RAILROAD TRACK MAINTENANCE CREDIT.

{a} IN GENERAL.—Subsection {f) of section 45G is amended
by striking “January 1, 2012" and inserting “January 1, 2014”.

(b} EFFECTIVE DATE.—The amendment made by this section
shall apply to expenditures paid or incurred in taxable years begin-
ning after December 31, 2011.

SEC. 307. EXTENSION OF MINE RESCUE TEAM TRAINING CREDIT.

{a) IN GENERAL.—Subsection {e} of section 45N is amended
by striking “December 31, 2011” and inserting “December 31, 2013”.
(b) EFFECTIVE DATE.—The amendment made by this section
shall apply to taxable years beginning after December 31, 2011.

SEC. 308. EXTENSION OF EMFPFLOYER WAGE CREDIT FOR EMPLOYEES
WHO ARE ACTIVE DUTY MEMBERS OF THE UNIFORMED
SERVICES.

(a) IN GENERAL.--—Subsection {f) of section 45P is amended
by striking “December 31, 2011” and ingerting “December 31, 2013”.

{(b) EFFECTIVE DATE—The amendment made by this section
shall apply to payments made after December 31, 2011.

SEC. 309. EXTENSION OF WORK OPPORTUNITY TAX CREDIT.

{a) In GENERAL—Subparagraph (B) of section 51(c)4) is
amended by striking “after” and all that follows and inserting
“after December 31, 2013”7,

{b) ErFrCTIVE Dare—The amendment made by this section
shall apply to individuals who begin work for the employer after
December 31, 2011,
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26 USC 163 note,

Applicability.

26 USC 168 note.

Applicability.
2

6 USC 168 note.

Applicability,

26 USC 170 note.

SEC. 310. EXTENSION OF QUALIFIED ZONE ACADEMY BONDS.

{a) IN GENERAL —Paragraph {1) of section 54E(c) is amended
by inserting “, 2012, and 2013" after “for 2011”.

(b) EFFECTIVE DATE.—The amendments made by this section
shall apply to obligations issued after December 31, 2011.

SEC. 311. EXTENSION OF 15YEAR STRAIGHT-LINE COST RECOVERY
FOR QUALIFIED LEASEHOLD IMPROVEMENTS, QUALIFIED
RESTAURANT BUILDINGS AND IMPROVEMENTS, AND
QUALIFIED RETAIL IMPROVEMENTS.

{a) IN GENERAL.—Clauses (iv), (v}, and (ix) of section
168{e}(3XE) are each amended by striking “January 1, 2012"” and
inserting “January 1, 2014".

(b) EFFECTIVE DATE.—The amendments made by this section
shall apply to property placed in service after December 31, 2011.

SEC. 312. EXTENSION OF 7-YEAR RECOVERY PERIOD FOR MOTOR-
SPORTS ENTERTAINMENT COMPLEXES.

(a} IN GENERAL.—Subparagraph (D) of sectipn 168(i)}15} is
amended by striking “December 31, 2011” and inserting “December
31, 2013”,

(b} EFFECTIVE DATE.—The amendment made by this section
shall apply to property placed in service after December 31, 2011,

SEC. 313. EXTENSION OF ACCELERATED DEPRECIATION FOR BUSINESS
PROPERTY ON AN INDIAN RESERVATION.

{a) IN GeNERAL.—Paragraph (8) of section 168(j) is amended
by striking “December 31, 2011” and inserting “December 31, 2013”.
(b) EFFECTIVE DATE.—The amendment made by this section
shall apply to property placed in service after December 31, 2011

SEC. 314. EXTENSION OF ENHANCED CHARITABLE DEDUCTION FOR
CONTRIBUTIONS OF FOOD INVENTORY.

{a} IN GENERAL.—Clause (iv} of section 170(e}3)C)} is amended
by striking “December 31, 2011” and inserting “December 31, 2013".

{b) EFFEcTIVE DaTe.—The amendment made by this section
shall apply to contributions made after December 31, 2011.

SEC. 315. EXTENSION OF INCREASED EXPENSING LIMITATIONS AND
TREATMENT OF CERTAIN REAL PROPERTY AS SECTION
179 PROPERTY.

(a} IN GENERAL.—
(1} DOLLAR LIMITATION.—Section 179(b)}1) is amended—
(A) by striking “2010 or 2011, in subparagraph (B)
and inserting “2010, 2011, 2012, or 2013, and”,
(B) by striking subparagraph (C),
(C} by redesignating subparagraph (D) as subpara-
graph (C), and
(D} in subparagraph (C), as so redesignated, by striking
“2012” and inserting “2013".
(2) REDUCTION IN LIMITATION.—Section 179(b)}2) is
amended—
{A) by striking “2010 or 2011,” in subparagraph (B)
and inserting “2010, 2011, 2012, or 2013 and”,
{B) by striking subparagraph (C,
{C) by redesignating subparagraph (D) as subpara-
graph (C), and
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(D) in subparagraph {C), as so redesignated, by striking
“2012" and inserting “2013".
(3) CONFORMING AMENDMENT.—Subsection (b) of section
179 is amended by striking paragraph (6).
(b) COMPUTER SOFTWARE.—Section 179(d)(1)A)il) is amended 26 USC 179.
by striking “2013” and inserting “2014",
{¢) ELECTION.—Section 179cX2) is amended by striking “2013”
and inserting “2014”,
(d) SPECIAL RULES FOR TREATMENT OF QUALIFIED REAL PROP-
ERTY.—
(1) IN GENERAL.—Section 179{f)(1} is amended by striking
“2010 or 2011” and inserting “2010, 2011, 2012, or 2013".
{2) CARRYOVER LIMITATION.—
{A) IN GENERAL.—Section 17THf)}(4) is amended by
striking “2011"” each place it appears and inserting “2013",
(B} CONFORMING AMENDMENT.—Subparagraph (C) of
section 179(f)}{4) is amended—
(i) in the heading, by striking “2010” and inserting
“2010, 2011 AND 2012”7, and
(it} by adding at the end the following: “For the
last taxable year beginning in 2013, the amount deter-
mined under subsection (b)(3)(A) for such taxable year
shall be determined without regard te this paragraph.”.
{e} EFFECTIVE DATE.—The amendments made by this secticn 26 USC 179 note.
shall apply to taxable years beginning after December 31, 2011.

SEC. 316. EXTENSION OF ELECTION TO EXPENSE MINE SAFETY EQUIP-
MENT.

{a) IN GENERAL.—Subsection (g} of section 179E is amended
by striking “December 31, 2011” and inserting “December 31, 2013".
(b} EFFECTIVE DATE.—The amendment made by this section Applicability.

shall apply to property placed in service after December 31, 2011. ﬁg’tgsc 179E
SEC, 317. EXTENSION OF SPECIAL EXPENSING RULES FOR CERTAIN '

FILM AND TELEVISION PRODUCTIONS.

{a) IN GENERAL.—Subsection (f} of section 181 is amended
by striking “December 31, 2011” and inserting “December 31, 2013".

{b)} EFFeCcTIVE DATE.—The amendment made by this section Applicability,
shall apply to producticns commencing after December 31, 2011. 26 USC 181 note.

SEC. 318. EXTENSION OF DEDUCTION ALLOWABLE WITH RESPECT TO
INCOME ATTRIBUTABLE TO DOMESTIC PRODUCTION
ACTIVITIES IN PUERTO RICG.

{a) INn GENERAL.—Subparagraph {C) of section 199(d)8) is
amended—
(1} by striking “first 6 taxable years” and inserting “first
8 taxable years”, and
(2} by striking “January 1, 2012” and inserting “January
1,2014",
(b) EFFECTIVE DATE.—The amendments made by this section 26 USC 199 note.
shall apply to taxable years beginning after December 31, 2011.

SEC. 319. EXTENSION OF MODIFICATION OF TAX TREATMENT OF CER-
TAIN PAYMENTS TO CONTROLLING EXEMPT ORGANIZA-
TIONS.

{a) In GENERAL.—Clause (iv) of section 512(b)(13XE). is
amended by striking “December 31, 2011” and inserting “December
31, 2013",
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Applicability.
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(b} EFFECTIVE DATE.—The amendment made by this section
shall apply to payments received or accrued after December 31,
2011.

SEC. 320. EXTENSION OF TREATMENT OF CERTAIN DIVIDENDS OF
REGULATED INVESTMENT COMPANIES.

(a} In GENERAL.—Paragraphs {1}C)(v} and {(2)(CX¥v) of section
871(k) are each amended by striking “December 31, 2011” and
inserting “December 31, 2013".

(b} EFFecTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 2011.

SEC. 321. EXTENSION OF RIC QUALIFIED INVESTMENT ENTITY TREAT-
MENT UNDER FIRPTA.

{a) IN GENERAL.—Clause {ii) of section 837(h){4)A) is amended
by striking “December 31, 2011” and inserting “December 31, 2013”.
(b) EFFECTIVE DATE.—

(1} In GENERAL.-—The amendment made by subsection {(a)
shall take effect on January 1, 2012. Notwithstanding the pre-
ceding sentence, such amendment shall not apply with respect
to the withholding requirement under section 1445 of the
Internal Revenue Code of 1986 for any payment made before
the date of the enactment of this Act.

(2} AMOUNTS WITHEELD ON OR BEFORE DATE OF ENACT-
MENT.—In the case of a regulated investment company—

{A) which makes a distribution after December 31,

20}11, and before the date of the enactment of this Act;

an

(B} which would {but for the second sentence of para-
graph (1)) have been required te withhold with respect
to such distribution under section 1445 of such Code,
such investment company shall not be liable to any person
to whom such distribution was made for any amount so with-
held and paid over to the Secretary of the Treasury.

SEC, 322. EXTENSION OF SUBPART F EXCEPTIOGN FOR ACTIVE
FINANCING INCOME.

{a} EXEMPT INSURANCE INCOME.—Paragraph (10) of section
963(e) is amended—

{1} by striking “January 1, 2012” and inserting “January

1, 2014”, and

{2) by striking “December 31, 2011" and inserting

“December 31, 2013".

{b) S8PECIAL RULE FOR INCOME DERIVED IN THE ACTIVE CONDUCT
OF BANKING, FINANCING, OR SIMILAR BUSINESSES.—Paragraph (9)
of section 954(h) is amended by striking “January 1, 2012” and
inserting “January 1, 2014”.

(c) EFFECTIVE DaTE.—The amendments made by this section
shall apply to taxable years of foreign corporations beginning after
December 31, 2011, and te taxable years of United States share-
holders with or within which any such taxable year of such foreign
corporation ends.
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SEC, 323, EXTENSION OF LOOK-THRU TREATMENT OF PAYMENTS
EETWEEN RELATED CONTROLLED FOREIGN CORPORA-
TIONS UNDER FOREIGN PERSONAL HOLDING COMPANY
RULES.

{a} IN GENERAL—Subparagraph (C) of section 954(¢){6) is 26 USC 954.
?Irlz%r;c‘ii?,d by striking “January 1, 2012” and ingerting “January

(b} EFFECTIVE DATE—The amendment made by this section Applicability.
shall apply to taxable years of foreign corporations beginning after 26 USC 954 note.
December 31, 2011, and to taxable vears of United States share-
holders c‘ivith or within which such taxable years of foreign corpora-
tions end.

SEC. 324. EXTENSION OF TEMPORARY EXCLUSION OF 160 PERCENT
OF GAIN ON CERTAIN SMALL BUSINESS STOCK.

{a) IN GENERAL.—Paragraph (4} of section 1202{a) is amended—

{1} by striking “January 1, 2012” and inserting “January
1,2014”, and

(2) by striking “aNp 2011” and inserting *, 2011, 2012,
AND 2013” in the heading thereof.

(b) TECHNICAL AMENDMENTS.—

{1) SPECIAL RULE FOR 2009 AND CERTAIN PERIOD IN 2010.—

Paragraph (3} of section 1202(a} is amended by adding at the
end the following new flush sentence:
“In the case of any stock which would be described in the
preceding sentence (but for this sentence)}, the acquisition date
for purposes of this subsection shall be the first day on which
such stock was held by the taxpayer determined after the
application of section 1223.”, .

(2) 100 PERCENT EXCLUSION.—Paragraph (4) of section
1202(a) is amended by adding at the end the following new
flush sentence:

“In the case of any stock which would be described in the

preceding sentence {but for this sentence), the acquisition date

for purposes of this subsection shall be the first day on which

such stock was held by the faxpayer determined after the
application of section 1223.”.

{c) EFFECTIVE DATES.— 26 USC 1202

(1) INn GENERAL—The amendments made by subsection note.
(a) shall apply to stock acquired affer December 31, 2011. Avplicability.

(2) SUBSECTION (b)1).—The amendment made by sub-
section {b}(1) shall take effect as if included in section 1241(a)
0§ él(iﬁ;gsion B of the American Recovery and Reinvestment Act
o .

{3} SussectioN (b)2)—The amendment made by sub-
section (b)2) shall take effect as if included in section 2011{a)
of the Creating Small Business Jobs Act of 2010.

SEC. 325. EXTENSION OF BASIS ADJUSTMENT TO STOCK OF S COR-
PORATIONS MAEKING CHARITABLE CONTRIBUTIONS OF
PROPERTY,

(a) Iv GENERAL.—Paragraph (2) of section 1367(a) is amended
by striking “December 31, 2011” and inserting “December 31, 2013”.

(b) EFreEcTIVE DATE.—The amendment made by this section Applicability.
shall apply to contributions made in taxable years beginning after 26 USC 1367
December 31, 2011. noe.
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SEC. 326, EXTENSION COF REDUCTION IN S-CORPORATION RECOGNI.
TION PERIOD FOR BUILT-IN GAINS TAX.

{a) IN GENERAL.—Paragraph (7) of section 1374(d} is amended—
- {l)dby redesignating subparagraph (C} as subparagraph
,an
(2) by inserting after subparagraph (B) the following new
subparagraph.

“(C) SPECIAL RULE FOR 2012 AND 2013 —For purposes
of determining the net recognized built-in gain for taxable
years beginning in 2012 or 2013, subparagraphs (A} and
(Di1 shall be applied by substituting ‘6-year’ for ‘10-year’.”,
an
(3) by adding at the end the following new subparagraph:

“(E) INSTALLMENT SaLES—If an S corporation sells
an asset and reports the incorme from the sale using the
installment method under section 453, the treatment of
all payments received shall be governed by the provisions
of this paragraph applicable t¢ the taxable year in which
such sale was made.”.

(b) TECHNICAL AMENDMENT.—Subparagraph (B) of section
1374(d)2} is amended by inserting “described in subparagraph (4)”
after “, for any taxable year”.

{¢c) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 2011.

SEC. 327, EXTENSION OF EMPOWERMENT ZONE TAX INCENTIVES.

{a) IN GENERAL.—Clause (i) of section 1391{d)}{1)A) is amended
by striking “December 31, 2011” and inserting “December 31, 2013".

{b} INCREASED EXCLUSION OF GAIN ON STOCK OF EMPOWERMENT
ZoNE BUSINESSES.—Subparagraph (C) of section 1202(a}2) is
amended—

(1) by striking “December 31, 2016" and inserting
“December 31, 2018”; and
(2) by striking “2018” in the heading and inserting “2018".

(c) TREATMENT OF CERTAIN TERMINATION DATES SPECIFIED IN
NOMINATIONS.—In the case of a designation of an empowerment
zone the nomination for which included a termination date which
is contemporaneous with the date specified in subparagraph (A)1)
of section 1391{d)1} of the Internal Revenue Code of 1986 (as
in effect before the enactment of this Act), subparagraph (B) of
such section shall not apply with respect to such designation if,
after the date of the enactment of this section, the entity which
made such nomination amends the nomination to provide for a
new termination date in such manner as the Secretary of the
Treasury (or the Secretary’s designee) may provide.

(d) EFFECTIVE DATE.—The amendments made by this section
shall apply to periods after December 31, 2011.

SEC. 328. EXTENSION OF TAX-EXEMPT FINANCING FOR NEW YORE LIB-
ERTY ZONE.

(a) IN GENERAL.—Subparagraph (D) of section 1400L{d}2} is
amended by striking “January 1, 2012” and ingerting “January
1, 2014”,

(b) ErrecTiVE DATE—The amendment made by this section
shall apply te bonds issued after December 31, 2011,
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SEC. 329. EXTENSION OF TEMPORARY INCREASE IN LIMIT ON COVER
OVER OF RUM EXCISE TAXES TO PUERTO RICO AND THE
VIRGIN ISLANDS.

{a) IN GENERAL.—Paragraph (1) of section 7652(f) is amended
by striking “January 1, 2012” and inserting “January 1, 2014”.

(b} EFFECTIVE DATE.—The amendment made by this section
shall apply to distilled spirits brought into the United States after
December 31, 2G11.

SEC. 330, MODIFICATION AND EXTENSION OF AMERICAN SAMOA ECO-
NOMIC DEVELOPMENT CREDIT.

{a} MODIFICATION,—

(1) IN GENERAL.—Subsection {a) of section 119 of division
A of the Tax Relief and Health Care Act of 2006 is amended
by striking “if such corporation” and all that follows and
inserting “if—

“(1} in the case of a taxable year beginning before January
1, 2012, such corporation—

“(A}is an existing credit claimant with respect to Amer-
ican Samoa, and

“(B) elected the application of section 936 of the
Internal Revenue Code of 1986 for its last taxable year
beginning before January 1, 2008, and
“(2} in the case of a taxable year beginning after December

?1), 2011, such corporation meets the requirements of subsection

e).”.

(2) REQUIREMENTS.—Section 119 of division A of such Act
is amended by adding at the end the following new subsection:

“le} QUALIFIED PRODUCTION ACTIVITIES INCOME REQUIRE-
MENT.—A corporation meets the requirement of this subsection
if such corporation has qualified production activities income, as
defined in subsection {c} of section 189 of the Internal Revenue
Code of 1986, determined by substituting ‘American Samoa’ for
‘the United States’ each place it appears in paragraphs (3), (4),
and {6) of such subsection {¢}, for the taxable year.”.

{b} EXTENSION.—Subsection {d} of section 119 of division A
of the Tax Relief and Health Care Act of 2006 is amended by
strilliing “ghall apply” and all that follows and inserting “shall
apply—

“(1) in the case of a corporation that meets the require-
ments of subparagraphs (A} and (B} of subsection (a}1), to
the first 8 taxable years of such corporation which begin after
December 31, 2006, and before January 1, 2014, and

*2) in the case of a corporation that does not meet the
requirements of subparagraphs (A) and (B} of subsection (a}(1),
to the first 2 taxable years of such corporation which begin
after December 31, 2011, and before January 1, 2014.”,

{¢} EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 2011,

SEC. 331. EXTENSION AND MODIFICATION OF BONUS DEPRECIATION.

(a) IN GENERAL.—Paragraph (2) of section 168(k) is amended—
(1) by striking “January 1, 2014” in subparagraph (AXiv)
and inserting “January 1, 2015”7, and
{2} by striking “January 1, 2013” each place it appears
and inserting “January 1, 2014”.
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(b} SpEClaL RULE FOR FEDERAL LONG-TERM CONTRACTS.—
Clause {ii} of section 4680(c}6)B) is amended by inserting , or
after December 31, 2012, and before January 1, 2014 (January
1, 2015, in the case of property described in section 188(k)}2)B))”
before the period.

{c} EXTENSION OF ELECTION TO ACCELERATE THE AMT CREDIT
1N LIEU OF BoNUS DEPRECIATION. —

{1) IN GENERAL.—Subclause {II) of section 168(k)(4XD)(iii)
is amended by striking “2013” and inserting “2014".

(2) ROUND 3 EXTENSION PROPERTY.—Paragraph (4) of see-
tion 188(k) is amended by adding at the end the following
new subparagraph:

“J} SPECIAL RULES FOR ROUND 3 EXTENSION PROP-

ERTY.—

“(i) IN GENERAL.—In the case of round 3 extension
property, this paragraph shall be applied without
regard to—

“1} the limitation described in subparagraph

{BXi} thereof, and

“II) the business credit increase amount
under subparagraph (E)iii} thereof.

“(i1) TAXPAYERS PREVIOUSLY ELECTING ACCELERA-
TION.—In the case of a taxpayer who made the election
under subparagraph (A) for its first taxable year ending
after March 31, 2008, a taxpayer who made the election
under subparagraph (H){i1) for its first taxable year
ending after December 31, 2008, or a taxpayer who
made the election under subparagraph (I}iii) for its
first taxable year ending after December 31, 2010—

“I} the taxpayer may elect not to have this
paragraph apply to round 3 extension property,
ut

“I1} if the taxpayer does not make the election
under subclause (I}, in applying this paragraph
to the taxpayer the bonus depreciation amount,
maximum amount, and maximum Increase amount
shall be computed and applied te eligible qualified
property which is round 3 extension property.

The amounts described in subclause {IT) shall be com-
puted separately from any amounts computed with
respect to eligible qualified property which is not round
3 extension property.

“(iii) TAXPAYERS NOT PREVIQUSLY ELECTING ACCEL-
ERATION.—In the case of a taxpayer who neither made
the election under subparagraph (A) for its first taxable
year ending after March 31, 2008, nor made the elec-
tion under subparagraph (H)ii) for its first taxable
year ending after December 31, 2008, nor made the
election under subparagraph (I){iii) for any taxable
year ending after December 31, 2010—

“I) the taxpayer may elect to have this para-
graph apply to its first taxable year ending after
December 31, 2012, and each subsequent taxable
year, and

(II) if the taxpayer makes the election under
subclause (I}, this paragraph shall only apply to
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eligible qualified property which is round 3 exten-

ston property.

“(iv} ROUND 3 EXTENSION PROPERTY.—For purposes
of this subparagraph, the term ‘round 3 extension prop-
erty’ means property which is eligible qualified prop-
erty solely by reason of the extension of the application
of the special allowance under paragraph (1) pursuant
to the amendments made by section 331{a) of tl?xe Amer-
ican Taxpayer Relief Act of 2012 {(and the application
of such extension to this paragraph pursuant to the
amendment made by section 331(c)}1} of such Act).”.

{d) NORMALIZATION RULES AMENDMENT.—Clause (ii} of section
168(i1}9)A) is amended by inserting “(respecting all elections made
by the taxpayer under this section)” after “such property”.

(e) CONFORMING AMENDMENTS.—

{1} The heading for subsection (k) of section 168 is amended

by striking “JANUARY 1, 2013” and inserting “JANUARY 1, 2014".

© {2} The heading for clause (ii) of section 168(k)}2)B) is
amended by striking “PRE-JANUARY 1, 20:3” and inserting “PRE-

JANUARY 1, 2014,

(3) Subparagraph (C) of section 188(n)(2) is amended by

striking “January 1, 2013” and inserting “January 1, 2014".

{4) Sub‘?aragraph {D) of section 14001(b)}2} is amended
by striking “January 1, 2013” and inserting “January 1, 2014".
{5} Subparagraph (B) of section 1400N{d}3} is amended

by striking “January 1, 2013” and inserting “January 1, 2014”.

(g EFFECTIVE DATE.—The amendments made by this section
shall apply to property placed in service after December 31, 2012,
in taxable years ending after such date.

TITLE IV—_ENERGY TAX EXTENDERS

SEC. 401, EXTENSION OF CREDIT FOR ENERGY-EFFICIENT EXISTING
HOMES.

{a) IN GENERAL.—Paragraph (2} of section 25C{g) is amended
by striking “December 31, 2011” and inserting “December 31, 2013".
(b} EFFECTIVE DATE.—The amendment made by this section
shall apply to property placed in service after December 31, 2011,

SEC. 402. EXTENSION OF CREDIT FOR ALTERNATIVE FUEL VEHICLE
REFUELING PROPERTY.

(a) INn GENERAL—Paragraph (2) of section 30C(g) is amended
by striking “December 31, 2011.” and inserting “December 31, 2013".
(b} EFFECTIVE DATE.—The amendment made by this section
shall apply to property placed in service after December 31, 2011.

SEC. 403. EXTENSION OF CREDIT FOR 2- OR 3-WHEELED PLUG-IN ELEC-
TRIC VEHICLES.

(a) IN GENERAL.—Section 30D is amended by adding at the
end the following new suhsection:
“g) CREDIT ALLOWED FOR 2- AND 3-WHEELED PLUG-IN ELECTRIC
VEHICLES.—
*(1} IN GENERAL.—In the case of a qualified 2- or 3-wheeled
plug-in electric vehicle—
“(A) there shall be allowed as a credit against the
tax imposed by this chapter for the taxable year an amount
equal to the sum of the applicable amount with respect
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to each such qualified 2- or 3-wheeled plug-in electric
vehicle placed in service by the taxpayer during the taxable
year, and

‘(B) the amount of the credit allowed under subpara-
graph {A} shall be treated as a c¢redit allowed under sub-
section {a).
“(2) APPLICABLE AMOUNT.—For purposes of paragraph (1),
applicable amount is an amount equal to the lesser of—

“CA} 10 percent of the cost of the qualified 2- or 3-
wheeled plug-in electric vehicle, or

“B) $2,500.
“3) QUALIFIED 2- OR 3-WHEELED PLUG-IN ELECTRIC

VEHICLE.—The term ‘qualified 2- or 3-wheeled plug-in electric
vehicle’ means any vehicle which—

““A) has 2 or 3 wheels,

“(B) meets the requirements of subparagraphs (A), (B},
(C}, (B), and (F) of subsection (dX1) {determined by sub-
stituting ‘2.5 kilowatt hours’ for ‘4 kilowait hours’ in
subparagraph (F){1i)),

“C} is manufactured primarily for use on public
streets, roads, and highways,

“(I3) is capable of achieving a speed of 45 miles per
hour or greater, and

“B} is acquired after December 31, 2011, and before
January 1, 2014.”,

(b) CONFORMING AMENDMENTS.—

(1) No DOUBLE BENEFIT.—Paragraph (2) of section 30D{)

is amended—

(A} by striking “new qualified plug-in electric drive
motor vehicle” and inserting “vehicle for which a credit
is allowable under subsection (a)”, and

{B) by striking “allowed under subsection {z)" and
inserting “allowed under such subsection”.

{2} AIR QUALITY AND SAFETY STANDARDS.—Section 30D{f)(7)

is amended by striking “motor vehicle” and inserting “vehicle”.
{¢) EFFECTIVE DATE.—The amendments made by this section
26 USC 30D shall apply to vehicles acquired after December 31, 2011.

SEC. 404. EXTENSION AND MODIFICATION OF CELLULOSIC BIOFUEL

PRODUCER CREDIT.

(a) EXTENSION.—

(1) In GeENERAL.—Subparagraph (H} of section 40{b)(6) is

amended to read as follows:

“(H} APPLICATION OF PARAGRAPH.—

“(i) In GENERAL.—This paragraph shall apply with
respect to qualified cellulosic biofuel production after
December 31, 2008, and before January 1, 2014.

“(ii} NO CARRYOVER TC CERTAIN YEARS AFTER
EXPIRATION.—If this paragraph ceases to apply for any
period by reason of clause (i), rules similar to the
rules of subsection {e)(2) shall apply.”,

(2) CONFORMING AMENDMENT.—Paragraph (2) of section

40{e} is amended by striking “or subsection (b)8)(H)”.

(3} EFFECTIVE DATE.—The amendments made by this sub-

section shall take effect as if included in section 15321(h) of
the Heartland, Habitat, and Herticulture Act of 2008.
{b} ALGAE TREATED AS A QUALIFIED FEEDSTOCK.—
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(1) IN GENERAL.—Subclause (I) of section 40(b)6)E)i) is 26 USC 40
amended te read as follows:

g “1} ig derived by, or frem, qualified feedstocks,
and”.

(2) QUALIFIED FEEDSTOCK; SPECIAL RULES FOR ALGAE.—
Paragraph (6) of section 40(b) is amended by redesignating
subparagraphs (F), (G), and (H), as amended by this Act, as
subparagraphs (H), (I}, and {J), respectively, and by inserting
after subparagraph (E) the following new subparagraphs:

“F) QUALIFIED FEEDSTOCK.—For purposes of this para-
graph, the term ‘qualified feedstock’ means—

“(i) any lignocellulosic or hemicellulosic matter
that is available on a renewable or recurring basis,
and

“(ii} any cultivated algaze, cyanobacteria, or lemna.
“(G) SPECIAL RULES FOR ALGAE.—In the case of fuel

which is derived by, or from, feedstock described in

subparagraph (FXii} and which is sold by the taxpayer
to another person for refining by such other person into

a fuel which meets the requirements of subparagraph

(EYi¥II} and the refined fuel is not excluded under subpara-

graph (E)(iii)—

“(i) such sale shall be treated as described in
subparagraph {CXi),

“iiy such fuel shall be treated as meeting the
requirements of subparagraph {EXi)II) and as not
being excluded under subparagraph (E){iii) in the
hands of such taxpayer, and

“(iii) except as provided in this subparagraph, such
fuel (and any fuel derived from such fuel) shall not
be taken inte account under subparagraph (C} with
respect to the taxpayer or any other person.”.

{3) CONFORMING AMENDMENTS,—

(A} Section 40, as amended by paragraph (2), is
amended—

(i} by striking “cellulosic biofuel” each place it
appears in the text thereof and inserting “second
generation biofuel”,

(ii) by striking “CELLULOSIC” in the headings of
subsections (b}6), (b}6XE), and (d}3XD) and inserting
“SECOND GENERATION”, and

(iii) by striking “CELLULOSIC” in the headings of
subsections (b)(8XC), {(b}6)XD), (b)}6XH), {(dX6), and
(e)}(3) and inserting “SECOND GENERATION".

{B) Clause (i1} of section 40(bX6XE) is amended hy
striking “Such term shall not” and inserting “The term
‘second generation biofuel’ shali not”.

{C) Paragraph {1} of section 4101{a) is amended by
striking “cellulesic biofuel” and inserting “second genera-
tion biofuel”,

(4) EFFECTIVE DATE.—The amendments made by this sub- Applicability.
section shall apply to fuels sold or used after the date of 26 USC 40 aote.
the enactment of this Act.
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SEC. 405. EXTENSION OF INCENTIVES FOR BICDIESEL AND RENEW-
ABLE DIESEL.

(a) CREDITS FOR BICDIESEL AND RENEWABLE DIESEL USED AS
FueL.—SBubsection {(g) of section 40A is amended by striking
“December 31, 2011” and inserting “December 31, 2013”.

{b) Excisg Tax CREDITS AND QUTLAY PAYMENTS FOR BIODIESEL
AND RENEWABLE DIESEL FUEL MIXTURES.—

(1} Paragraph (6) of section 6426(c} is amended by striking
“December 31, 2011” and inserting “December 31, 2013™.

(2) Subparagraph {B) of section 6427(e)(6) is amended by
striking “December 31, 2011" and inserting “December 31,
2013”.

{c)} EFFECTIVE DaTE.—The amendments made by this section
shall apply to fuel sold or used after December 31, 2011.

SEC. 406. EXTENSION OF PRODUCTION CREDIT FOR INDIAN COAL
FACILITIES PLACED IN SERVICE BEFORE 2009.

(a) In GENERAL—Subparagraph (A) of section 45(e)10) is
amended by striking “7-year period” each place it appears and
inserting “8-year period”.

{b} EFFECTIVE DATE.—The amendment made by this section
shall apply to eozl produced after December 31, 2012.

SEC. 407. EXTENSION AND MODIFICATICN OF CREDITS WITH RESPECT
TO FACILITIES PRODUCING ENERGY FROM CERTAIN
RENEWABLE RESOURCES.

(a) ProDucTION TAX CREDIT.—

(1) EXTENSION FOR WIND FACILITIES.—Paragraph (1) of sec-
tion 45(d} is amended by striking ‘“January 1, 2013” and
inserting “January 1, 2014”,

{2} EXCLUSION OF PAPER WHICH IS COMMONLY RECYCLED
FROM DEFINITION OF MUNICIPAL SOLID WASTE.—Section 45(c)(6)
is amended by inserting “, except that such term does not
include paper which is commonly recycled and which has been
segregated from other solid waste {as so defined)” after “(42
U.5.C. 6903)".

(3) MODIFICATION TO DEFINITION OF QUALIFIED FACILITY.—

{A} IN GENERAL.—The following provisions of section
48{d), as amended by paragraph (1), are each amended
by striking “before January 1, 2014” and inserting “the
construction of which begins before January 1, 2014™

{i) Paragraph (1).

{ii} Paragraph (2){A)i).
(ii1) Paragraph {3)(AXIXL).
(iv) Paragraph {8).

(v) Paragraph (7).

(vi) Paragraph (9XB).
(vii) Paragraph (11)(B).

{B) CERTAIN CLOSED-LOOP BIOMASS FACGILITIES.—
Subparagraph (A) of section 45(d)(2) is amended by adding
at the end the following new flush sentence:

“For purposes of clause {(ii), a facility shall be treated

as modified before January 1, 2014, if the construction

of such modification begins before such date ”.
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(C) CERTAIN OPEN-LCOP BIOMASS FACILITIES.—(lause
(ii) of section 45(dX3)A) is amended by striking “is origi- 26 USC 45.
nally placed in service” and inserting “the construction
of which begins”.

(D) GEOTHERMAL FACILITIES.—

(1) IN GENERAL.—Paragraph (4) of section 45{d)
is amended by striking “and before January 1, 2014
and zll that follows and inserting “and which—

“(A) in the case of a facility using solar energy, is
placed in service before January 1, 2006, or

“(B) in the case of a facility using geothermal energy,
the construction of which begins befere January 1, 2014.

Such term shall not include any property described in section

48{a)(8) the basis of which is taken into account by the taxpayer

icg'”purposes of determining the energy credit under section

(E} INCREMENTAL HYDROPOWER PRODUCTION.—Para-
graph (9) of section 45(d} is amended—

(i} by redesignating subparagraphs (A) and (B),
as amended by subparagraph (A), as clauses (I) and
{ii), respectively, and by moving such clauses (as so
redesignated} 2 ems to the right,

(i1) by striking “In the case of a facility” and
inserting the following:

“A) In GENERAL,—In the case of a facility”,

(iii) by redesignating subparagraph {C) as subpara-
graph (B), and

(iv) by adding at the end the following new
subparagraph:

“(C} SpECIAL RULE.—For purposes of subparagraph
(A)i), an efficiency improvement or addition to capacity
shall be treated as placed in service before January 1,
2014, if the construction of such improvement or addition
hegins before such date.”.

{b} EXTENSION OF ELECTION TC TREAT QUALIFIED FACILITIES
A8 ENERGY PRrROPERTY.—Subparagraph (C) of section 48(z}5) is
amended to read as follows:

*(C) QUALIFIED INVESTMENT CREDIT FACILITY.—For
purposes of this paragraph, the term ‘qualified investment
credit facility’ means any facility—

“i} which is a qualified facility (within the
meaning of section 45) described in paragraph (1), (2),
(3), (4), (6), {7}, {9), or (11) of section 45(d),

“(ii} which is placed in service after 2008 and the
cor:istruction of which begins before January 1, 2014,
an

“(iii} with respect to which—

“1) no credit has been allowed under section

45, and

“(IT) the taxpayer makes an irrevocable elec-
tion to have this paragraph apply.”.

{¢) TECHENICAL CORRECTIONS.—

(1} Subparagraph (D) of section 48(a)(5) is amended—

(A} by striking “and” at the end of clause (i)II),

(B} by striking the period at the end of clause (i)
and inserting a comma, and

(C) by adding at the end the following new clauses:
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“(iii} which is constructed, reconstructed, erected,
or acquired by the taxpayer, and

“(iv} the original use of which commences with
the taxpayer.”.

(2} Paragraphs (1) and (2} of subsection {a) of section 1603
of division B of the American Recovery and Reinvestment Act
of 2008 are each amended by striking “placed in service” and
inserting “originally placed in service by such person”.

{d) EFFECTIVE DATES.—

{1) In GENERAL.—Except as provided in paragraphs (2)
and (3), the amendments made by this section shall take effect
on the date of the enactment of this Act.

{2) MODIFICATION TO DEFINITION OF MUNICIPAL SOLID
WASTE.—The amendments made by subsection (a)(2) shall apply
to electricity produced and sold after the date of the enactment
of this Act, in taxable years ending after such date.

(3) TECHNICAL CORRECTIONS.—The amendments made by
subsection {c} shall apply as if included in the enactment of
the provisions of the American Recovery and Reinvestment
Act of 2009 to which they relate.

SEC. 408. EXTENSION OF CREDIT FOR ENERGY-EFFICTIENT NEW HOMES.

(a} IN GENERAL.—Subsection (g} of section 45L is amended
by striking “December 31, 2011” and inserting “December 31, 2013”.

(b} ENERGY SAVINGS REQUIREMENTS.—Clause (i} of section
45L(c)1)XA) is amended by striking “2003 International Energy
Conservation Code, as such Code {including supplements) is in
effect on the date of the enactment of this section”and inserting
“2006 International Energy Conservation Code, as such Code
{including supplements) is in effect on January 1, 2006

{¢} EFFECTIVE DATE.—The amendments made by this section
shall apply to homes acquired after December 31, 2011.

SEC. 408. EXTENSION OF CREDIT FOR ENERGY-EFFICIENT APPLI-
ANCES.

(a) IN GENERAL.—Section 45M(b} is amended by striking “2011”
each place it appears other than in the provisions specified in
subsection (b) and inserting “2011, 2012, or 2013".

(b} PrROVISIONS SPECIFIED.—The provisions of section 45M(b)
specified in this subsection are subparagraph (C) of paragraph
{1} and subparagraph (E} of paragraph (2}.

{c} EFFECTIVE DATE.—The amendments made by this section
shall apply tc appliances produced after December 31, 2011,

SEC. 410. EXTENSION AND MODIFICATION OF SPECIAL ALLOWANCE
FOR CELLULOSIC BIOFUEL PLANT PROPERTY.

{a) EXTENSION.—

(1) IN GENERAL.—Subparagraph (D) of section 188(1%2) is
an:é%ri(‘iied by striking “January 1, 2013” and inserting “January
1, ”,

(2} EFFECTIVE DATE.—The amendment made by this sub-
gecté%r}- 2shall apply to property placed in service after December

1, .
{b) ALGAE TREATED AS A QUALIFIED FEEDSTOCK FOR PURPOSES
OF BoNUS DEPRECIATION FOR BIOFUEL PLANT PROPERTY.—

{1} IN GENERAL.—Subparagraph (A) of section 168(1}2} is

amended by striking “solely to produce cellulesic bicfuel” and
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inserting “solely to produce second generation biofuel {(as
defined in section 40(b}6)}E))".
(2) CONFORMING AMENDMENTS.—Subsection (1) of section
168, as amended by subsection (a), is amended— 26 USC 168.
(A} by striking “cellulosic biofuel” each place it appears
in the text thereof and inserting “second generation
biofuel”,
(B} by striking paragraph {3) and redesignating para-
graphs (4) through (8) as paragraphs (3) through (7),
respectively,
{C) by striking “CELLULOSIC” in the heading of such
subsection and inserting “SECOND GENERATION”, and
(D) by striking “CELLULOSIC” in the heading of para-
graph (2} and inserting “SECOND GENERATION™.
{3) EFFECTIVE DATE.—The amendments made by this sub- Applicability.
section shall apply to property placed in service after the date 26 USC 168 note.
of the enactment of this Act.

SEC. 411, EXTENSION OF SPECIAL RULE FOR SALES OR DISPOSITIONS
TO IMFLEMENT FERC OR STATE ELECTRIC RESTRUC-
TURING POLICY FOR QUALIFIED ELECTRIC UTILITIES.

{a) IN GENERAL—Paragraph (3} of section 451(i) is amended
by striking “January 1, 2012 and inserting “January 1, 2014",

(b} EFFECTIVE DATE.—The amendment made by this section Applicability.
shall apply to dispositions after December 31, 2011. 26 USC 451 note.

SEC, 412, EXTENSION OF ALTERNATIVE FUELS EXCISE TAX CREDITS.

(a} IN GENERAL.—Sections 6426(d)(5) and 6426(eX3) are each
gmeznded by striking “December 31, 2011” and inserting “December
1, 2013".
() OQuTLAY PAYMENTS FOR ALTERNATIVE FUBLS.—Paragraph
(6) of section 6427(e)} is amended—
{1} in subparagraph {C)—
{A) by striking “or alternative fuel mixture (as defined
in subsection (d)X2) er (eX3) of section 6426)” and inserting
“tas defined in section 6426(d)2))", and
(B) by striking “December 31, 2011, and” and inserting
“December 31, 2013,7,
(2) in subparagraph (ID)—
(A} by stri%ng “or alternative fuel mixture”, and
{B) by striking the period at the end and inserting
“ and”, and
{3) by adding at the end the following new subparagraph:
“E) any alternative fuel mixture (as defined in section
6426(e)(2)) sold or used after December 31, 20117,
{¢} EFFECTIVE DaTE.—The amendments made by this section Ap;l)}icabﬂizy.
shall apply to fuel sold or used after December 31, 2011. 26 USC 6426

note,
TITLE V-UNEMPLOYMENT

SEC. 501. EXTENSION OF EMERGENCY UNEMPLOYMENT COMPENSA-
TION PROGRAM.

(a) EXTENSION.—Section 4007(aX2) of the Supplemental Appro-
priations Act, 2008 (Public Law 110-252; 26 U.8.C. 3304 note)}
is amended by striking “January 2, 2013” and inserting “January
1,2014".
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(b) FUNDING.—Section 4004(e}1) of the Supplemental Appro-
priations Act, 2008 (Public Law 110-252; 26 U.S.C. 3304 note)
is amended—

d{l) in subparagraph {H), by striking “and” at the end;
an
{2) by ingerting after subparagraph (I} the following:
“J} the amendments made by section 501{z} of the
American Taxpayer Relief Act of 2012;".

{c} EFFECTIVE DaTE.—The amendments made by this section
shall take effect as if included in the enactment of the Unemploy-
ment Benefits Extension Act of 2012 (Public Law 112-96)

SEC. 502. TEMPORARY EXTENSION OF EXTENDED BENEFIT PROVI-
SIONS.

(a) IN GENERaL—Section 2005 of the Assistance for
Unemployed Workers and Struggling Families Act, as contained
in Public Law 111-5 {26 U.S.C. 3304 note), is amended—

(1) by striking “December 31, 2012" each place it appears
and ingerting “December 31, 2013"; and
{2} in subsection (c¢), by striking “June 30, 2013” and

inserting “June 30, 2014”7,

(b} EXTENSION OF MATCHING FOR STATES WITH NO WAITING
WEEK.—Section 5 of the Unemployment Compensation Extension
Act of 2008 (Public Law 110—448; 26 17.8.C. 3304 note) is amended
by striking “June 30, 2013” and inserting “June 30, 2014”.

{¢} EXTENSION OF MODIFICATION OF INDICATORS UNDER THE
EXTENDED BENEFIT PROGRaM.—Section 203 of the Federal-State
Extended Unemployment Compensation Act of 1970 {26 U.S.C.
3304 note) is amended—

{1} in subsection (d), by striking “December 31, 2012” and
inserting “December 31, 2013”; and _
{2) in subsection (f)(2), by striking “December 31, 2012"

and inserting “December 31, 2013”.

{d} ErrECTIVE DATE.—The amendments made by this section
shall take effect as if included in the enactment of the Unemploy-
ment Benefits Extension Act of 2012 (Public Law 112-86).

SEC. 503. EXTENSION OF FUNDING FOR REEMPLOYMENT SERVICES
AND REEMPLOYMENT AND ELIGIBILITY ASSESSMENT
ACTIVITIES.

(a) IN GENERAL.—Section 4004(c}(2)(A) of the Supplemental
Appropriations Act, 2008 (Public Law 110-252; 26 U.S.C. 3304
note} is amended by striking “through fiscal year 2013" and
inserting “through fiscal year 2014™.

{b) EFFECTIVE DATE.—The amendments made by this section
shall take effect as if included in the enactment of the Unemploy-
ment Benefits Extension Act of 2012 {Public Law 112-98).

SEC. 5§04, ADDITIONAL EXTENDED UNEMPLOYMENT BENEFITS UNDER
THE RAILRCAD UNEMPLOYMENT INSURANCE ACT.

{a} EXTENSION.—Section 2(e}2)D)({ii} of the Railroad
TUnemployment Insurance Act, as added by section 2006 of the
American Recovery and Reinvestment Act of 2009 (Public Law
111-5) and as ammended by section 9 of the Worker, Homeownership,
and Business Assistance Act of 2009 (Public Law 111-92}, section
505 of the Tax Relief, Unemployment Insurance Reanthorization,
and Job Creation Act of 2010 (Public Law 111-312}, =zection 202
of the Temporary Payroll Tax Cut Centinuation Act of 2011 (Public
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Law 112-78), and section 2124 of the Unemployment Benefits
Extension Act of 2012 {Public Law 112-96}, is amended— 45 USC 352.
{1} by striking “June 30, 2012” and inserting “June 30,
2013”; and
(2} by striking “December 31, 2012” and inserting

“December 31, 2013”.

(h) CLARIFICATION ON AUTHORITY TO USE FunDs.—Funds 45 USC 352 note.
appropriated under either the first or second sentence of clause
(iv) of section 2(c}2)D) of the Railroad Unempleyment Insurance
Act shall be available to cover the cost of additional extended
unemployment benefits provided under such section 2(c}2XD) by
reason of the amendments made by subsection (a) as well as to
cover the cost of such benefits provided under such section
2(cH2XD), as in effect on the day before the date of enactment
of this Act.

{c¢) FUNDING FOR ADMINISTRATION.—Qut of any funds in the
Treasury not otherwise appropriated, there are appropriated to
the Railroad Retirement Board $250,000 for administrative
expenses associated with the payment of additional extended
unemployment benefits provided under section 2(c)2)D} of the
Railroad Unemployment Insurance Act by reason of the amend-
ments made by subsection (a), to remain available until expended.

TITLE VI—-MEDICARE AND OTHER
HEALTH EXTENSIONS

Subtitle A—Medicare Extensions

SEC. 601. MEDICARE PHYSICIAN PAYMENT UPDATE.

(a) IN GENERAL.—Section 1848(d) of the Social Security Act
(42 U.S.C. 1395w—4(d)} is amended by adding at the end the fol-
lowing new paragraph:
“{14) UPDATE FCR 2013.—
“(A) IN GENERAL.—SBubject to paragraphs (TXB), (8XB),
{9XB), (10}B), (11)XB), (12)(B), and {13}B), in lieu of the
update to the single conversion factor established in para-
graph (1}C) that would otherwise apply for 2018, the
update to the single conversion factor for such year shall
be zero percent.
“(B} NO EFFECT ON COMPUTATION OF CONVERSION
FACTOR FOR 2014 AND SUBSEGUENT YEARS.—The conversion
factor under this subsection shall be computed under para-
graph {(1)XA) for 2014 and subsequent years as if subpara-
graph (A) had never applied.”.
{b} ADVANCEMENT OF CLINICAL DaTa REGISTRIES TC IMPROVE
THE QUALITY OF HEALTH CARE.—
{1) INn GENERAL.—Section 1848(m)}3) of the Social Security
Act (42 U.8.C. 1395w—4(m)(3)) is amended—
(A} by redesignating subparagraph (D} as subpara-
graph (F); and
(B} by inserting after subparagraph (C) the following
new subparagraphs:
“D) SATISFACTORY REPORTING MEASURES THROUGH
PARTICIPATION IN A QUALIFIED CLINICAL DATA REGISTRY,—
For 2014 and subsequent years, the Secretary shall treat
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an eligible professional as satisfactorily submitting data
on quality measures under subparagraph (A} if, in lien
of reporting measures under subsection (k¥2)C), the
eligible professional is satisfactorily participating, as deter-
mined by the Secretary, in a qualified clinical data registry
{as described in subparagraph (E)) for the year.

“(E) QUALIFIED CLINICAL DATA REGISTRY.—

“(1} IN GENERAL.—The Secretary shall establish
requirements for an entity to be considered a gualified
clinical data registry. Such requirements shall include
a requirement that the entity provide the Secretary
with such information, at such times, and in such
manner, as the Secretary determines necessary to carry
out this subsection.

%11} CONSIDERATIONS.—In establishing the require-
ments under clause {i), the Secretary shall consider
whether an entity—

“I) has in place mechanisms for the trans-
parency of data elements and specifications, risk
models, and measures;

“II) requires the submission of data from
participants with respect to multiple payers;

“(II1) provides timely performance reports to
participants at the individual participant level; and

“(IV} supports quality improvement initiatives
for participants.

“(iil)) MEASURES.—WIith respect {o measures used
by a qualified clinical data registry—

“(I) sections 1880(b}7) and 1890A(a) shall not
apply; an

“(II}) measures endorsed by the entity with
a contract with the Secretary under section 1890(a)
may be used.

“(iv} CONSULTATION.-—In carrying out this subpara-
graph, the Secretary shall consult with interested par-
ties.

“v) DETERMINATION.—The Secretary shall estab-
lish a process to determine whether or not an entity
meets the requirements established under clause ().
Such process may involve one or both of the following:

“(1) A determination by the Secretary.

“II) A designation by the Secretary of one
or more independent organizations to make such
determination.”.

{2) GAO STUDY AND REPORT ON INCORPORATING REGISTRY

DATA INTO THE MEDICARE PROGRAM IN GRDER TO IMPRCVE
QUALITY AND EFFICIENCY.—

(A} STUnY.—The Comptroller General of the United
States shall conduct a study on the potential of clinical
data registries to improve the quality and efficiency of
care in the Medicare program, including through payment
system incentives. Such study shall include an analysis
of the role of health information technelogy in facilitating
clinical data registries and the use of data from such reg-
istries among private health insurers as well as other enti-
ties the Comptroller General determines appropriate.
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{B) RErorT.—Not later than November 15, 2013, the Recommenda-
Comptroller General of the United States shall submit Hons.
to Congress a report on the study conducted under subpara-
graph (A}, together with recommendations for such legisla-
tion and administrative action as the Comptroller General
determines appropriate.

SEC, 602. WORK GEOGRAPHIC ADJUSTMENT.

SBection: 1848(eX1XE} of the Social Security Act (42 U.S.C.
1395w—4{e)1XE)) is amended by striking “before January 1, 2013"
and inserting “before January 1, 2014”.

SEC. 803. PAYMENT FOR OUTPATIENT THERAPY SERVICES.

(a) EXTENSION.—Section 1833(g) of the Social Security Act {42
U.8.C. 13951(g)} is amended—

{1) in paragraph {5XA}, in the first sentence, by striking

“December 31, 2012” and inserting “December 31, 2013”; and

{2) in paragraph (6)—

(A} by striking “December 31, 2012” and inserting
“Tecember 31, 2013”; and

{B} by inserting “or 2013" after “during 2012".

(b} APPLICATION OF THERAPY CAP TO THERAPY FURNISHED AS
PArRT OF QUTPATIENT CRITICAL ACCESS HOSPITAL SERVICES.—Sec-
tion 1833(g)(8) of the Social Security Act (42 U.8.C. 1395Kg)(6)),
as amended by subsection {a), is amended—

4 (1) by striking “In applying” and inserting “(A) In applying”;
an
{2) by adding at the end the following new subparagraph:

“B)i) With respect to outpatient therapy services furmished Time period.
beginning on or after January 1, 2013, and before January 1,
2014, for which payment is made under section 1834(g), the Sec-
retary shall count toward the uniform dollar limitations described
in paragraphs (1) and (3) and the threshold described in paragraph
(8)(C} the amount that would be payable under this part if such
services were paid under section 1834(k)(1XB) instead of being
paid under section 1834(g). :

“(ii) Nothing in clause (i) shall be construed as changing the
Ifxge;i}(od of payment for outpatient therapy services under section

g ‘”'

{c) BENEFICIARY PROTECTIONS.—Section 1833(g)(5) of the Social
Security Act (42 TU.8.C. 1395Kg)(5)) is amended by adding at the
end the following new subparagraph: .

“D} With respect to services furnished on or after January Applicability.
1, 2013, where payment may not be made as a result of application
of paragraphs {1) and (3), section 1879 shall apply in the same
manner as such section applies to a denial that is made by reason
of section 1862(a)(1).”.

{d) IMPLEMENTATION.—Notwithstanding any other provision of 42 USC 1395
law, the Secretary of Health and Human Services may implement nots.
the provisions of, and the amendments made by, this section by
program instruction or otherwise.

SEC. 604. AMBULANCE ADD-ON PAYMENTS.

{a) GROUND AMBULANCE.—Section 1834(1X13XA) of the Social
Security Act (42 TU.8.C, 1395m{1}(13)(A)} is amended—
{1) in the matter preceding clause (i), by striking “January
1, 2013” and inserting “January 1, 2014"; and
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(2) in each of clauses (i} and (i), by striking “January

1, 2018” and inserting “January 1, 2014” each place it appears.

{b} AIR AMBULANCE.—Section 146{bX1) of the Medicare
Improvements for Patients and Providers Act of 2008 (Public Law
110-275), as amended by sections 3105(b) and 10311(b) of the
Patient Protection and Affordable Care Act {(Public Law 111-148),
sectionn 106(b) of the Medicare and Medicaid Extenders Act of 2010
(Public Law 111-309), section 306(b) of the Temporary Payroll
Tax Cut Continuation Act of 2011 (Public Law 112-78), and section
3007(b) of the Middle Class Tax Relief and Job Creation Act of
2012 (Public Law 112-96), is amended by striking “December 31,
2012” and inserting “June 30, 2013”.

(c) SUPER RURAL AMBULANCE —Section 1834(1X12)A) of the
Social Security Act (42 U.S.C. 1395m(1)}{12)(A)) is amended in the
flirgfb Ti{’ltence by striking “January 1, 2013” and inserting “January

(d) STUDIES OF AMBULANCE COSTS.—

(1) IN GENERAL.—The Secretary of Health and Health and

Human Services {in this subsection referred to as the “Sec-

retary”) shall conduct a study of each of the following:

{A) A study that analyzes data on existing cost reports
for ambulance services furnished by hospitals and critical
access hospitals, including variation by characteristics of
such providers of services.

{B) A study of the feasibility of obtaining cost data
on a periodic basis from &ll ambulance providers of services
and suppliers for potential use in examining the appro-
priateness of the Medicare add-on payments for ground
ambulance services furnished under the fee schedule under
section 1834(1) of the Social Security Act (42 U.S.C.
1395m(l)) and in preparing for future reform of such pay-
ment system.

{2) COMPONENTS OF ONE OF THE STUDIES.—In conducting
the study under paragraph (1){B), the Secretary shall—

(A} consult with industry on the design of such cost
collection efforts;

{B) explore use of cost surveys and cost reports to
collect appropriate cost data and the periodicity of such
cost data collection;

(C) examine the feasibility of development of a
standard cost reporting tool for providers of services and
suppliers of ground ambulance services; and

{D} examine the ability to furnish such cost data by
various types of ambulance providers of services and sup-
pliers, especially by rural and super-rural providers of serv-
ices and suppliers.

(3} REPORTS.—

(A) EXiSTING COST REPORTS.—Not later than October
1, 2013, the Secretary shall submit a report to Congress
on the study conducted under paragraph (1)A), together
with recommendations for such legislation and administra-
tive action as the Secretary determines appropriate.

(B} OBTAINING COST DATA—Not later than July 1,
2014, the Secretary shall submit a report to Congress on
the study conducted under paragraph (1XB}, together with
recommendations for such legislation and administrative
action as the Secretary determines appropriate.
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SEC, 605. EXTENSION OF MEDICARE INPATIENT HOSPITAL PAYMENT
ADJUSTMENT FOR LOW-VOLUME HOSPITALS.

Section 1886(d)(12) of the Social Security Act (42 U.S.C.
1395ww(d)(12)} is amended— .
(1) in subparagraph {B), in the matter preceding clause
(1}, by striking “2013” and inserting “2014”;
{2) in subparagraph {C)i), by striking “and 2012” each
place it appears and inserting “, 2012, and 2013”; and
{3) in subparagraph (D), by striking “and 2012” and
inserting “, 2012, and 2013". - '
SEC. 606, EXTENSION OF THE MEDICARE-DEPENDENT HOSPITAL {MDH)
PROGRAM.

(a) EXTENSION ©OF PAYMENT METHODOLOGY.—Section
1886{d)5)(G) of the Social Security Act (42 15.85.C. 1395ww{d)}5)G)}
is amended—

{1} in clause {1}, by striking “October 1, 2012” and inserting
“October 1, 2013”; and

{2} in clause (XID), by striking “October 1, 2012" and
inserting “Octcber 1, 2013".

(b} CONFORMING AMENDMENTS,~—

(1) EXTENSION OF TARGET AMOUNT.—Section 1886(b)3}D)
of the Social Security Act (42 U.8.C. 1395ww(b)3XD)} is
amended—

{A) in the matter preceding clause (i), by striking

“October 1, 2012” and inserting “October 1, 2013”; and

(B) in clause {iv}, by striking “through fiscal year 2012”

and inserting “through fiscal year 2013

{2} PERMITTING HOSPITALS TQ DECLINE RECLASSIFICATION.—
Section 13501{(e){2} of the Omnibus Budget Reconciliation Act
of 1993 (42 U.5.C. 1395ww note) is amended by striking
;tézlrg’ygh fiscal year 2012” and inserting “through fiscal year

SEC. 607. EXTENSION FOR SPECIALIZED MEDICARE ADVANTAGE
PLANS FOR SPECIAL NEEDS INDIVIDUALS.

Section 1859(f)(1} of the Social Security Act (42 U.S.C. 1395w—
28()(1)) is amended by striking “2014” and inserting “2015.

SEC. 608. EXTENSION OF MEDICARE REASONABLE COST CONTRACTS.

Section 1876(h)(5)XC)(ii) of the Social Security Act (42 U.8.C.
1395mm(h)5)XC)(ii)} is amended, in the matter preceding subclause
(1), by striking “January 1, 2018” and inserting “January 1, 2014”,

SEC. 609. PERFORMANCE IMPROVEMENT,

{a)} EXTENSION OF FUNDING FOR CONTRACT WITH CONSENSUS-
BASED ENTITY REGARDING PERFCRMANCE MEASUREMENT. —
(1} IN GENERAL—Section 1890{(d} of the Social Security
Act (42 U.S.C. 1395aaa(d)) is amended by striking “fiscal years
%g?g”through 2012” and inserting “fiscal years 2009 through
{2) REVISION TO DUTIES.—Section 1890(b} of the Social
Security Act (42 U.S.C. 13%5aaafb)) Is amended by siriking
paragraph (4),
(b} ProviDING DATA FCR PERFORMANCE [IMPROVEMENT IN A
TIMELY MANNER.—
(1} INn GENERAL—The Secretary of Health and Human Strategy.
Services {(in this subsection referred to as the “Secretary”} shall
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develop a strategy to provide data for performance improvement
in a timely manner to applicable providers under the Medicare
program under title XVILI of the Social Security Act (42 U.S.C.
1395 et seq.), including with respect to the provision of the
following:

{A) Utilization data, including such data for items and
services under parts A, B, and D of the Medicare program.

(B} Feedback on quality data submitted by the
applicable provider under the Medicare program.

{2) CONSIDERATIONS.—In developing the strategy under
paragraph (1}, the Secretary shall consider—

(A} the type of applicable provider receiving the data;

{B) the frequency of providing the data so that it can
be the most relevant in improving provider performance;

{C) risk adjustment methods;

{D) presentation of the data in a meaningful manner
and easily understandable format;

(E) with respect t¢ utilization data, the provision of
data that the Secretary determines would be useful to
improve the performance of the type of applicable provider
involved; and

(F} administrative costs involved with providing data.
(3) SUBMISSION AND AVAILABILITY OF INITIAL STRATEGY.—

Not later than 1 year after the date of the enactment of this
Act, the Secretary shall— : :

{A} submit to the relevant committees of Congress
the strategy described in paragraph (1); and

(B} post such strategy on the website of the Centers
for Medicare & Medicaid g}érvices.

{4) STRATEGY UPDATE.—

{A) FEEDBACK FROM STAKEHOLDERS.—The Secretary
shall seek feedback from stakeholders on the initial
strategy submitted under paragraph (3).

(B} STRATEGY UPDATE.—The Secretary shall—

(i} update the strategy described in paragraph (1}
?X)sed :Jin the feedback submitted under subparagraph

;an

{ii) not later than 18 months after the date of

the enactment of this Act—
(I} submit such updated strategy to the rel-
evant commitiees of Congress; and
{I) post such updated strategy on the website
of the Centers for Medicare & Medicaid Services.
{6) GAQ STUDY AND REPORT ON PRIVATE SECTOR INFORMA-
TION SHARING ACTIVITIES.—

(A} Sruny.—The Comptroller General of the United
States (in this paragraph referred to as the “Comptroller
General®} shall conduct a study on information sharing
activities. Such study shall include an analysis of—

(i} how private sector entities share timely data
with hospitals, physicians, and other providers and
what lessons can be learned from those activities;

(ii) how the Medicare program currently shares
data with providers, including what data is provided
and to which providers, and what divisions within
the Centers for Medicare & Medicaid Services oversee
those efforts;
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(iii) what, if any, differences there are between
the private sector and the Medicare program under
title XVIII of the Social Security Act (42 U.8.C. 1395
et seq.) in terms of sharing data; and

{iv) what, if any, barriers there are for the Centers
for Medicare & Medicald Services to sharing timely
data with applicable providers and recommendations
to eliminate or reduce such barriers.

{BY REPORT.—Not later than 8 months after the date
of the enactment of this Act, the Comptroller General shall
submit to the relevant committees of Congress a report
containing the results of the study conducted under
subparagraph {A), together with recommendations for such
legislation and administrative action as the Comptroller
General determines appropriate.

{8} DEFINITIONS.—In this subsection:

(A} APPLICABLE PROVIDER.—The term *applicable pro-
vider” means the following:

(i) A critical access hospital {as defined in section
1861{mm)1} of the Social Security Act {42 U.S.C.
1395xx(rmm)(1)}).

{ii} A hospital {as defined in section 1861(e) of
such Act (42 U.8.C. 1395x(e))).

{iii} A physician (as defined in section 1861(r} of
such Act (42 U.S.C. 1385x(r))),

(iv) Any other provider the Secretary determines
(sh)ould receive the information described in subsection
a).

(B} PERFORMANCE IMPROVEMENT.—The term “perform-
ance improvement” means improvements in quality,
reducing per capita costs, and other criteria the Secretary
determines appropriate. '

SEC. 610. EXTENSION OF FUNDING QUTREACH AND ASSISTANCE FOR
LOW-INCOME PROGRAMS,

(a) ADDITIONAL FUNDING FOR STATE HEALTH INSURANCE PrO-
GRAMS.—Subsection {(a}1)B} of section 119 of the Medicare
Improevements for Patients and Providers Act of 2008 (42 U.S.C.
1395b—3 note), as amended by section 3306 of the Patient Protection
and Affordable Care Act Public Law 111-148), is amended—

{1} in clause {i), by striking “and” at the end;
(2} in clause (ii), by striking the period at the end and

inserting “ and™; and .

(3) by inserting after clause (ii} the following new clause:
“(i1i) for fiscal year 2013, of $7,500,000.”,

{b} ADDITIONAL FUNDING FOR AREA AGENCIES ON AGING.—
Subsection (b)Y1)B) of such section 119, as sc amended, is
amended—

(1} in clause {i), by striking “and” at the end;
(2} in clause (ii), by striking the period at the end and
ingerting *; and”; and
(8) by inserting after clause (ii) the following new clause:
“(iii) for fiscal year 2013, of $7,500,000.”,

{c} ADDITIONAL FUNDING FOR AGING AND DISABILITY RESOURCE
CENTERS.—Subsection (c)}{1XB) of such section 119, as so amended,
is amended—

(1} in clause i), by striking “and” at the end;
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(2) in clause (i}, by striking the period 2zt the end and
insertin% “ and”; and
(3) by inserting after clause (ii} the following new clause:
“1ii) for fiscal year 2013, of $5,000,000.".

{d) ADDITIONAL FUNDING FOR CONTRACT WITH THE NATIONAL
CENTER FOR BENEFITS AND OUTREACH ENROLLMENT.—Subsection
{d)(2} of such section 119, as so amended, is amended—

{1} in clause (i), by striking “and” at the end;
(2} in clause (i), by stniking the period at the end and
inserting “ and”; and ’
(8) by inserting after claunse (i) the following new clause:
“ii) for fiscal year 2013, of $5,000,000.”.

Subtitle B—Other Health Extensions

SEC. 621. EXTENSION OF THE QUALIFYING INDIVIDUAL (QI) PROGRAM.

(2} EXTENSION.—Section 1902(a)(10)(EXiv} of the Social Security
Act (42 U.S.C. 1396a(a)(10)XE)Xiv)) is amended by striking “2012”
and inserting “2013".
(by EXTENDING TOTAL AMOUNT AVAILABLE FOR ALLOCATION.—
Section 1933(g) of such Act (42 U.8.C. 13%6u-3(g)) is amended—
(1} in paragraph {2}— .

(A) in subparagraph (), by striking “and” after the
semicolon;

(B) in subparagraph (R), by striking the period at
the end and inserting a semicolon; and

{C) by adding at the end the following new subpara-
graphs:

“(8) for the period that begins on January 1, 2013,
and ends on September 30, 2013, the total allecation
amount is $485,000,000; and

“T} for the period that begins on October 1, 2013,
and ends on Decernber 31, 2013, the total allocation amount
is $300,000,000.”; and
(2} in paragraph (3), in the matter preceding subparagraph

{A), by striking “or (R)” and inserting “(R), or {T)".

SEC. 622. EXTENSION OF TRANSITIONAL MERDICAL ASSISTANCE (TMA).

Sections 1902(eX1)B) and 1925(f) of the Social Security Act
(42 1U.8.C. 1396al{e)(1XB), 1386r—6(f)} are each amended by striking
“2012” and inserting “2013”.

SEC. 623. EXTENSION OF MEDICAID AND CHIP EXPRESS LANE OPTICN.

Section 1902(e)(13XI} of the Social Security Act (42 U.S.C.

1396a(e)}(13XD)} is amended by striking “2013” and inserting “2014”.

SEC. 624. EXTENSION OF FAMILY-TO-FAMILY HEALTH INFORMATION
CENTERS.

Section 501{cX1)AXiii) of the Social Security Act (42 U.S.C.
701X 1) A1) is amended by striking “2012” and inserting “2013".
SEC. 625. EXTENSION OF SPECIAL DIABETES PROGRAM FOR TYPE I

DIABETES AND FOR INDIANS.

{a) SPECIAL DISBETES PROGRAMS FOR TYPE I DIABETES.—Sec-
tion 330B(b}2)C) of the Public Health Service Act (42 U.5.C. 254¢-
2Ab)2XC)) is amended by striking “2013” and inserting “2014”.
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{b} SPECIAL DIABETES PROGRAMS FOR INDIANS.—Section
330C(c)2XC) of the Public Health Service Act {42 U.5.C. 254c—
3He)2NCY is amended by striking “2013” and inserting “2014”.

Subtitle C—Other Health Provisions

SEC. 631. IPPS DOCUMENTATION AND CODING ADJUSTMENT FOR
IMPLEMENTATION OF MS-DRGS.

(a) RULE OF CONSTRUCTION AND CLARIFICATION.—

(1) RULE OF CONSTRUCTION.—Nothing in the amendments
made by subsection (b} shall be construed as changing the
existing authority under section 1886(d) of the Sccial Security
Act (42 U.8.C. 1395ww{d)} to make prospective documentation
and coding adjustments to the standardized amounts under
such section 1886{d) to correct for changes in the coding or
classification of discharges that do not reflect real changes
in case mix.

{2) CLARIFICATION.—Effective on the date of the enactment
of this section, except as provided in section 7(bX1)BXii) of
the TMA, Abstinence Education, and QI Programs Extension
Act of 2007, as added by subsection {(bX2)(A)I)IV) of this
section, the Secretary of Health and Human Services shall
not have authority to fully recoup past overpayments related
te documentation and coding changes from fiscal years 2008
and 2009,

(b} ADJUSTMENT.—Section 7 of the TMA, Abstinence Education,
and QI Programs Extension Act of 2007 (Public Law 110-90; 121
Stat. 986) is amended—

(1) in the heading, by striking “LIMITATION” and all that
follows through “ADJUSTMENT” and inserting “DOCUMENTATION
AND CODING ADJUSTMENTS ; and

{2) in subsection (b} —

{A) in paragraph (1)—

{i) in the matter before subparagraph (A)—

{I) by striking “or 2009” and inserting “, 2009,
or 20107; and

(II) by inserting “or otherwise applied for such
year” after “applied under subsection {a)”; and
{ii) in subparagraph (B}—

{1} by inserting “(1)” after “(B)”;

{II) by striking “or decrease”,

{III} by striking the period at the end and
inserting “; and”; and

(IV) by adding at the end the following:

“ii) make an additional adjustment to the standardized
amounts under such section 1886(d)} based upon the Sec-
retary’s estimates for discharges occurring only during
fiscal years 2014, 2015, 2016, and 2017 to fully offset
$11,000,000,000 (which represents the amount of the
increase In aggregate payments from fiscal years 2008
through 2013 for which an adjustment was not previously
applied}.”; and

(B} in paragraph (3)}—

(i} in subparagraph (A), by inserting before the
semicolon the following: “or affecting the Secretary’s
authority under such paragraph to apply a prospective
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adjustment to offset aggregate additional payments
related to documentation and coding improvements
made with respect to discharges during fiscal year
2010”; and

(ii) in subparagraph (B), by striking “and 2012”
and inserting “2012, 2014, 2015, 2018, and 2017".

SEC. 832. REVISIONS TQO THE MEDICARE ESRD BUNDLED PAYMENT
SYSTEM TO REFLECT FINDINGS IN THE GAO REPORT.

{a} ADJUSTMENT TO ESRD BUNDLED PavMmEnT RATE TO
ACCOUNT FOR CHANGES IN THE UTILIZATION OF CERTAIN DRUGS
AND BIOLOGICALS.—Section 1881(b)(14) of the Social Security Act
{42 U.S.C. 1395rr{b)(14)) is amended by adding at the end the
following new subparagraph:

“I} For services furnished on or after January 1, 2014, the
Secretary shall, by comparing per patient utilization data from
2007 with such datz from 2012, make reductions to the single
payment that would otherwise apply under this paragraph for renal
dialysis services to reflect the IS)ecretary’s estimate of the change
in the utilization of drugs and biologicals described in clauses
{ii), (iii), and (iv} of subparagraph (B) {(other than oral-only ESRD-
related drugs, as such term is used in the final rule promulgated
by the Secretary in the Federal Register on August 12, 2010 (75
Fed. Reg. 49030}). In making reductions under the preceding sen-
tence, the Secretary shall take inte account the most recently avail-
able data on average sales prices and changes in prices for drugs
and biological reflected in the ESRD market basket percentage
increase factor under subparagraph (F).”.

(b) TWO-YEAR DELAY OF IMPLEMENTATION OF ORAL-ONLY ESRD-
RELATED DRUGS IN THE ESRD PROSPECTIVE PAYMENT SYSTEM;
MONITORING.—

(1) DELAY.—The Secretary of Health and Human Services
may not implement the policy under section 413.174(f)6) of
title 42, Code of Federal Regulations {relating to oral-only
ESRD-related drugs in the ESRD prospective payment systemj,
prior to January 1, 2016.

(2) MONTTORING.—With respect to the implementation of
oral-only ESRD-related drugs in the ESRD prospective payment
system under subsection {b)14) of section 1881 of the Social
Security Act (42 U.8.C. 1395rr(b)(14}), the Secretary of Health
and Human Services shall monitor the bone and mineral
metabolism of individuals with end stage renal disease.

{¢) ANALYSIS OF CASE MIX PAYMENT ADJUSTMENTS.—By not
later than January 1, 2016, the Secretary of Hezlth and Human
Services shall—

(1) conduct an analysis of the case mix payment adjust-
ments being used under section 1881(b)X{14)}D)i) of the Social
Security Act {42 U.8.C. 1395rr(b){(14)XD}i)); and

(2) make appropriate revisions tc such case mix payment
adjustments.

{d) UrpATED GAC REPORT.—Not later than December 31, 2015,
the Comptroller Generzl of the United States shall submit te Con-
gress a report that updates the report submitted to Congzess under
section 10336 of the Patient Protection and Affordable Care Act
(Public Law 111-148; 124 Stat. 974). The updated report shall
include an analysis of how the Secretary of Health and Human
Services has addressed points raised in the report submitted under
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such section 10336 with respect to the Secretary’s d-pi'll'lejzta.m’cions
to implement payment for oral-only ESRD-related gs in the
hbundled prospective payment system under section 1881(b)}14) of
the Social Security Act (42 U.8.C. 1395rr{(b}(14)).

SEC. 633. TREATMENT OF MULTIPLE SERVICE PAYMENT POLICIES FOR
THERAPY SERVICES.

{a) SERVICES FURNISHED BY PHYSICIANS AND CERTAIN OTHER
PrROVIDERS.—Section 1848(b)(7) of the Social Security Act {42 U.S.C.
1395w—4(b}(7)} is amended—

(1) by striking “2011,” and inserting “2011, and before
April 1, 2013,”; an

(2) by adding at the end the following new sentence: “In
the case of such services furnished on or after April 1, 2013,
and for which payment is made under such fee schedules,
instead of the 25 percent multiple procedure payment reduction
specified in such final rule, the reduction percentage shall
he 50 percent.”.

(b} SERVICES FURNISHED BY OTHER PROVIDERS.—Section
1834(k} of the Social Security Act (42 U.8.C, 1395m(k)} is amended
by adding at the end the following new paragraph:

(7} ADJUSTMENT IN DISCOUNT FOR CERTAIN MULTIPLE
THERAPY SERVICES.—In the case of therapy services furnished
on or after April 1, 2013, and for which payment is made
under this subsection pursuant to the applicable fee schedule
amount {as defined in paragraph (3)), instead of the 25 percent
multiple procedure payment reducticn specified in the final
rule published by the Secretary in the Federal Register on
Nm;e}{nber 28, 2010, the reduction percentage shall be 50 per-
cent.”.

SEC. 634. PAYMENT FOR CERTAIN RADIOLOGY SERVICES FURNISHED
UNDER THE MEDICARE HOSPITAL OUTPATIENT DEPART-
MENT PROSPECTIVE PAYMENT SYSTEM.

Section 1833(t)(16) of the Social Security Act (42 US.C.
1395Lt)X18)) is amended by adding at the end the following new
subparagraph:

“D) SPECIAL PAYMENT RULE.—

“(1) IN GENERAL.—In the case of covered OFD serv-
ices furnished on or after April 1, 2013, in a hospital
described in clause (ii}, if—

“(I) the payment rate that would otherwise
apply under this subsection for stereotactic
radiosurgery, complete course of treatment of cra-
nial lesion{s) consisting of 1 session that is multi-
source Cobalt 80 based (identified as of January
1, 20183, by HCPCS cade 77371 (and any succeedin
code) and reimbursed as of such date under AP
0127 (and any succeeding classification group));
exceeds :

“(II} the payment rate that would otherwise
apply under this subsection for linear accelerator
based stereotactic radiosurgery, complete course
of therapy in cne session (identified as of January
1, 2013, by HCPCS code GO0173 {(and any suc-
¢eeding code) and reimbursed as of such date under
APC 0067 {and any succeeding classification

group)},
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the payment rate for the service described in subclause
(I} sﬁall be reduced t¢ an amount equal to the payment
rate for the service described in subclause (II).

“{ity HOSPITAL DESCRIBED.—A hospital described
in this clause is a hospital that is not—

“(I) located in a rural areaz {as defined in sec-
tion 1886(d)(2XD});

“(1I) classified as a rural referral center under
section 1886(d)}5)(C); or

“(1II} a sole community hospital (as defined
in section 1886(d)}5)D)G1D)).

*iii) NOT BUDGET NEUTRAL.—In making any
budget neutrality adjustments under this subsection
for 2013 (with respect to covered OPD services fur-
nished on or after April 1, 2013, and before January
1, 2014) or a subsequent year, the Secretary shall
not take inte account the reduced expenditures that
result from the application of this subparagraph.”.

SEC. 835. ADJUSTMENT OF EQUIPMENT UTILIZATION RATE FOR

ADVANCED IMAGING SERVICES.
Section 1848 of the Social Security Act {42 U.8.C. 1395w-

4) is amended—

{1} in subsection (b)}4XC)—

{A) by striking “and subsequent years” and inserting

“, 2012, and 2013"; and

(B} by adding at the end the following new sentence:

“With respect to fee schedules established for 2014 and

subsequent years, In such methodology, the Secretary shall

use a 90 percent utilization rate.”; and

(2) in subsection (c}2)BYvXIIL), by striking “change in
the utilization rate applicable to 2011, as described in” and
inserting “changes in the utilization rate applicable to 2011
and 2014, as described in the first and second sentence, respec-
tively, of”.

SEC. 636. MEDICARE PAYMENT OF COMPETITIVE PRICES FOR

DIABETIC SUPPLIES AND ELIMINATION OF OVERPAYMENT
FOR DIABETIC SUPPLIES.

{a} APPLICATION OF COMPETITIVE BIDDING PRICES FOR DIABETIC

SuPPLIES.—Section 1834{(a)(1) of the Social Security Act (42 U.S.C.
1395m{a) 1)) is amended—

(1) in subparagraph (F), in the matter preceding clause
(i), by striking “subparagraph (G)Y’ and inserting “subpara-
graphs (G} and (H)"; and

(2) by adding at the end the following new subparagraph:

‘{H) DIABETIC SUPPLIES.—

“(1) IN GENERAL—On or after the date described
in clause {ii), the payment amount urnder this part
for diabetic supplies, including testing strips, that are
non-mail order items {(as defined by the Secretary)
shall be equal to the single payment amounts estab-
lished under the national mail order competition for
diabetic supplies under section 1847.

“(ii) DATE DESCRIBED.—The date described in this
clause is the date of the implementation of the single
payment amounts under the national mail order com-
petition for diabetic supplies under section 1847.”.
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(b) OVERPAYMENT ELIMINATION FOR DIABETIC SUPPLIES.—Sec-
tien 1834{a} of the Social Security Act (42 U.S.C. 1395m{a)} is
amended by adding at the end the following new paragraph:

“(92) SPECIAL PAYMENT RULE FOR DIABETIC SUPPLIES.—Not- Time pericd.
withstanding the preceding provisions of this subsection, for Apphcability.
purposes of determining the payment amount under this sub-
section for diabetic supplies furnished on or after the first
day of the calendar quarter during 2013 that is at least 30
days after the date of the enactment of this paragraph and
before the date described in paragraph (1)(H)(ii), the Secretary
shall recalculate and apply the covered item update under
paragraph {14} as if subparagraf)h (J)i) of such paragraph
wa:ls I.E,m:lended by striking ‘but only if furnished through mail
order’.”.

SEC. 637. MEDICARE PAYMENT ADJUSTMENT FOR NON-EMERGENCY
AMBULANCE TRANSPORTS FOR ESRD BENEFICIARIES.

Section 1834(l} of the Social Security Act (42 U.S.C. 1395m(L))
is amended by adding at the end the following new paragraph:
“(15} PAYMENT ADJUSTMENT FOR NON-EMERGENCY AMBU-
LANCE TRANSPORTS FOR ESRD BENEFICIARIES.—The fee schedule
amount otherwise applicable under the preceding provisions
of this subsection shall be reduced by 10 percent for ambulance
services furnished on or after October 1, 2013, consisting of
non-emergency basic life support services invelving transport
of an individual with end-stage renal disease for renal dialysis
services {as described in section 1881(b)(14){B})} furnished other
than on an emergency basis by a provider of services or a
renal dialysis facility.”.

SEC. 638. REMOVING OBSTACLES TO COLLECTION OF OVERPAYMENTS.

(a) I¥ GENERAL.—The last sentence of subsections {b)} and {(c)
of section 1870 of the Social Security Act (42 U.8.C. 1395gg) are
each amended—
{1} by striking “third year” and inserting “fifth year™; and
{2) by striking “three-year” and inserting “five-year”.
{b) EFFecTIVE DATE.—The amendments made by subsection 42 USC 1395z
{a) shall take effect on the date of the enactment of this Act. note.

SEC. 635. MEDICARE ADVANTAGE CODING INTENSITY ADJUSTMENT.

Section 1853(a)(1XC)(Gi)TII) of the Social Security Act {42 U.S.C.
1395w—23{a)(1)(C)ii)III)} is amended—
(1) by striking “1.3 percentage points” and inserting “1.5
percentage points”™; and
(2) by striking “5.7 percent” and inserting “5.9 percent”.

SEC. 840, ELIMINATION OF ALL FUNDING FOR THE MEDICARE
IMPROVEMENT FUND.

Section 1898(b)(1) of the Soccial Security Act (42 U.S.C.
13951ii(b)}(1)) is amended by striking subparagraphs (A}, {B), and
{C) and inserting the following new subparagraphs:

“(A) fiscal year 2014, $0; and
“B) fiscal year 2015, $0.”.

SEC, 641. REBASING OF STATE DSH ALLOTMENTS.

Section 1923(f)(8) of the Social Security Act (42 U.S.C. 1396r—
4{f)(8)) is amended fo read as follows:
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“(8) SPECIAL RULES FOR CALCULATING DSH ALLOTMENTS FOR
CERTAIN FISCAL YEARS.—

“A} FISCAL YEAR 2021.—Only with respect to fiscal
year 202]1, the DSH allotment for a State, in lieu of the
amount determined under paragraph {3) for the State for
that year, shall be equal to the DSH allotment for the
State as reduced under Earagraph (7} for fiscal year 2020,
increased, subject to su 1;;m”agrapah15 (B} and (C) of para-
graph (3), and paragraph (5), by the percentage change
in the comsumer price index for all urban consumers (all
items; U.8. city average), for fiscal year 2020.

“B) FISCAL YEAR 2022 —Only with respect to fiscal
year 2022, the DSH allotment for a State, in lieu of the
amount determined under paragraph (3) for the State for
that year, shall be equal to the DSH allotment for the
State for fiscal year 2021, as determined under subpara-
graph (A), increased, subject to subparagraphs (B} and
(C) of paragraph (3}, and paragraph (B), by the percentage
change in the consumer price index for all urban consumers
(all items, 11.8. city average}, for fiscal year 2021,

“C) SUBSEQUENT FISCAL YEARS.—The DSH allotment
for a State for fiscal years after fiscal year 2022 shall
be calculated under parag‘ra;)h {3) without regard to this
paragraph and paragraph (7).”.

SEC. 642. REPEAL OF CLASS PROGRAM.

(a)} REPEAL.—Title XXXII of the Public Health Service Act (42

U.S.C. 30011 et seq.; relating to the CLASS program) is repealed.

(b) CONFORMING CHANGES.—
(1) Title VIII of the Patient Protection and Affordable Care
Act (Public Law 111-148; 124 Stat, 119, 846-847) is repealed.
(2} Section 1902(a) of the Social Security Aect (42 US.C.
1396a(a)) is amended—
(A} by striking paragraphs (81) and {82);
q (B} in paragraph (80), by inserting “and” at the end;
arn
(C} by redesignating paragraph (83) as paragraph (81}
(8) Paragraphs {2) and (3) of section 6021(d} of the Deficit
Reduction Act of 2005 (42 U.8.C. 1396p note) are amended
to read as such paragraphs were in effect on the day before
the date of the enaciment of section 8002{(d) of the Patient
Protection and Affordable Care Act (Public Law 111-148). Of
the funds appropriated by paragraph (3} of such section 6021(d),
as amended by the Patient Protection and Affordable Care
Act, the unobligated balance is rescinded.

SEC. $43. COMMISSION ON LONG-TERM CARE,

{a) ESTARLISEMENT.—There is established a commission to be

known as the Commission on Long-Term Care {referred to in this
section as the “Commission”).

(b} DUTIES.~~

(1) IN GENERAL.—The Commission shall develop a plan
for the establishment, implementation, and financing of a com-
prehensive, coordinated, and high-quality system that ensures
the availability of long-term services and supports for individ-
uals in need of such services and supports, including elderly
individuals, individuals with substantial cognitive or functional
limitations, other individuals who require assistance to perform
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activities of daily living, and individuals desiring to plan for
future long-term care needs.

(2) EXISTING HEALTH CARE PROGRAMS——For purposes of Recormmende-
developing the plan described in paragraph {1}, the Commission tions.
shall provide recommendations for—

{A) addressing the interaction of a long-term services

and support system with existing programs for long-term

services and supports, including the Medicare program

under title XVIII of the Social Security Act (42 U.S.C.

1395 et seq.) and the Medicaid program under title XIX

of the Social Security Act (42 U.S.C. 1396 et seq.), and

private long-term care insurance;

(B} improvements to such health care programs that

are necessary for ensuring the availability of long-term

services and supports; and

{C} issues related to workers who provide long-term
services and supports, including—

{i} whether the number of such workers is ade-
quate to provide long-term services and supports to
individuals with long-term care needs;

(ii} workforce development necessary to deliver
high-quality services to such individuals;

(i1i) development of entities that have the capacity
to serve as employers and fiscal agents for workers
who provide long-term services and supports in the
homes of such individuals; and

{iv) addressing gaps in Federal and State infra-
structure that prevent delivery of high-quality long
term services and supports to such individuals.

{3) ADDITIONAL CONSIDERATIONS.—For purposes of devel-
oping the plan described in paragraph (1}, the Commission
shall take into account projected demographic changes and
trends in the population of the United States, as well as the
potential for development of new technologies, delivery systems,
or other mechanisms to improve the availability and gquality
of long-term services and supports.

{4) CoNsULTATION.—For purposes of developing the plan
described in paragraph (1), the Commission shall consult with
the Medicare Payment Advisory Commission, the Medicaid and
CHIP Payment and Access Commission, the National Council
on Disability, and relevant consumer groups.

{c} MEMBERSHIP.—

{1} IN GENERAL.—The Commission shall be composed of Deadline.
15 members, toc be appointed not later than 30 days after Appointments.
the date of enactment of this Act, as follows: Eresident.

(A) The President of the United States shall appoint o

3 members.

(B} The majority leader of the Senate shall appoint
3 members.
(C} The minority leader of the Senate shall appoint

3 members.

(D)} The Speaker of the House of Representatives shall
appoint 3 members.
(E} The minority leader of the House of Representatives

shall appoint 8 members,

(2) REPRESENTATION.—The membership of the Commission
shall include individuals who—
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{A) represent the interests of—

(i) consumers of long-term services and supports
and related insurance products, as well as their rep-
resentatives;

(i1} older adults;

(iii) individuals with cognitive or functional limita-
tions;

(iv) family caregivers for individuals described in
clause (i), (ii), or {iii};

{v) the health care workforce who directly provide
long-term services and supports;

{vi) private long-term care insurance providers;

{vil) employers;

{viii) State insurance departments; and

{ix) State Medicaid agencies;

{B) have demonstrated experience in dealing with
issues related to long-term services and supports, health
care policy, and public and private insurance; and

(C) represent the health care interests and needs of
a variety of geographic areas and demographic groups.
(8) CHAIRMAN AND VICE-CHAIRMAN.—The Commission shall

elect a chairman and vice chairman from among its members.

{4) VACANCIES.—Any vacancy in the membership of the
Commission shall be filled in the manner in which the original
appointment was made and shall not affect the power of the
remaining members to execute the duties of the Commission.

{5) QUORUM.—A quorum shall consist of 8 members of
the Commission, except that £ members may conduct 2 hearing
under subsection (e}(1).

(8) MEETINGS.—The Commission shall meet at the call
of its chairman or a majority of its members.

(7} COMPENSATION AND REIMBURSEMENT OF EXPENSES.—

(A) In GENERAL.—To enable the Commission to exercise
its powers, functions, and duties, there are authorized to
be disbursed by the Senate the actual and necessary
expenses of the Commission approved by the chairman
and vice chairman, subject to subparagraph (B) and the
rules and regulations of the Senate.

{B} MEMBERS.—Members of the Commission are not
entitled to receive compensation for service on the Commis-
sion. Members may be reimbursed for travel, subsistence,
and other necessary expenses incurred in carrying out the
duties of the Commission.

{d} STAFF AND ETHICAL STANDARDS,

(1) Starr.—The chairman and vice chairman of the
Commission may jointly appoint and fix the compensation of
staff as they deem necessary, within the guidelines for
employees of the Senate and following all applicable rules and
employment requirements of the Senate.

(2} ETHICAL STANDARDS.—Members of the Commission who
serve in the House of Representatives shall be governed by
the ethics rules and requirements of the House. Members of
the Senate who serve on the Commission and staff of the
Commission shall comply with the ethics rules of the Senate.
(e) POWERS.—

(1) HEARINGS AND OTHER ACTIVITIES.—For the purpose of
carrying out its duties, the Commission may hold such hearings
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and undertake such other activities as the Commission deter-
mines to be necessary to carry out its duties.

{2} STUDIES BY GENERAL ACCOUNTING OFFICE.—Upon the
request of the Commission, the Comptroller General of the
United States shall conduct such studies or investigations as
flhe Commission determines to be necessary to carry out ifs

uties.

(8) COST ESTIMATES BY CONGRESSIONAL BUDGET OFFICE.-—
Upon the request of the Commission, the Director of the
Congressional Budget Office shall provide to the Commission
such cost estimates as the Commission determines to be nec-
essary to carry out its duties.

. (4) DETAIL OF FEDERAL EMPLOYEES.—Upon the request of
the Commission, the head of any Federal agency 1s authorized
to detail, without reimbursement, any of the persennel of such
agency to the Commission to assist the Commission in carrying
out its duties. Any such detail shall not interrupt or otherwise
affect the civil service status or privileges of the Federal
employee.

(b} TECHNICAL ASSISTANCE—Upon the request of the
Commission, the head of a Federal agency shall provide such
technical assistance to the Commission as the Commission
determines to be necegsary to carry out its duties.

(6) Use oF MaiLs.—The Commission may use the United
States mails in the same manner and under the same conditions
as Federal agencies.

(7) OBTAINING INFORMATION.—The Commission may secure
directly from any Federal agency information necessary to
enable it to carry out its duties, if the information may be
disclesed under section 552 of title 5, United States Code.
Upon request of the Chairman of the Commission, the head
of such agency shall furnish such information to the Commis-
sion.

{8) ADMINISTRATIVE SUPPORT SERVICES.—Upon the request
of the Commission, the Administrator of General Services shall
provide to the Commission on a reimbursable basis such
administrative support services as the Commission may
request.

(£} CoMMISSION CONSIDERATION.—

(1) APPROVAL OF REPORT AND LEGISLATIVE LANGUAGE.—

(A} IN GENERAL—Not later than 6 months after
appointmnent of the members of the Commission {as
described in subsection {c}1)}, the Commission shall vote
on a comprehensive and detailed report based on the long-
term care plan described in subsection (b)(1) that contains
any recommendations or proposals for legislative or
administrative action as the Commission deems appro-
priate, including proposed legislative language $o carry out
the recommendations or proposals (referred to in this sec-
tion as the “Commissicn bill”).

{B) APPROVAL BY MAJORITY OF MEMBERS.—The
Commission bill shall require the approval of a majority
of the members of the Commission.

{2} TRANSMISSION OF COMMISSION BILL.—

(A} IN GENERAL.—If the Commission bill is approved Deadiine.
by the Commission pursuant te paragraph (1}, then not
later than 10 days after such approval, the Commission
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shall submit the Commission bill to the President, the
Vice President, the Speaker of the House of Representa-
tives, and the majority and minority Leaders of each House
on Congress.

{B) COMMISSION BILL TO BE MADE PUBLIC.—Upon the
approval or disapproval of the Commission bill pursuant
to ﬁaragraph {1}, the Commission shall promptly make
sut}z} : proposal, and a record of the vote, available to the
publie.

{g) TERMINATION.—The Commission shall terminate 30 days
after the vote described in subsection (H{1).

(h} CONSIDERATION OF CoMMISSION RECOMMENDATIONS.—If
approved by the majority required by subsection (f)(1}, the Commis-
sion bill that has been submitted pursuant to subsection (fX2XA)
shall be introduced in the Senate (by request) on the next day
on which the Senate is in session by the majority leader of the
Senate or by a Member of the Senate designated hy the majority
leader of the Senate and shall be introduced in the House of
Representatives (by request) on the next legislative day by the
majority leader of the House or by a member of the House des-
ignated by the majority leader of the House.

SEC. 644. CONSUMER OPERATED AND ORIENTED PLAN PROGRAM
CONTINGENCY FUND. .

{a) ESTABLISHBMENT.—The Secretary of Health and Human
Services shall establish a fund to be used to provide assistance
and oversight to gualified nonprofit health insurance issuers that
have been awarded loans or grants wunder section 1322 of the
Patient Protection and Affordable Care Act (42 U.S.C. 18042) prior
to the date of enactment of this Act,

(b) TRANSFER AND RESCISSION.-—

(1} TRANSFER.—From the unobligated balance of funds
appropriated under section 1322(g) of the Patient Protection
and Affordable Care Act {42 U.S.C. 18042(g)), 10 percent of
such sums are hereby transferred to the fund established under
subsection (a) to remain available until expended.

{2} RESCISSION.—Except as provided for in paragraph (1),
amounts appropriated under section 1322(g) of the Patient
Protection and Affordable Care Act (42 U.S.C. 18042(g)} that
are unobligated as of the date of enactment of this Act are
rescinded.

TITLE VII—EXTENSION OF
AGRICULTURAL PROGRAMS

SEC. 701. 1-YEAR EXTENSION OF AGRICULTURAL PROGRAMS.

{a} EXTENSION.—Except as otherwise provided in this section
and amendments made by this section and notwithstanding any
other provision of law, the authorities provided by each provision
of the Food, Conservation, and Energy Act of 2008 (Public Law
110-246; 122 Stat. 1651) and each amendment made by that Act
{and for mandatory programs at such funding levels), as in effect
on September 30, 2012, shall continue, and the Secretary of Agri-
culture shall carry out the authorities, until the later of —

{1} September 30, 2013; or
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(2) the date specified in the provision of that Act or amend-
ment made by that Act.

(b) COMMODITY PROGRAMS.—

(1) In GENERAL.—The terms and conditions applicable to
a covered commodity or lean commodity (as those terms are
defined in section 1001 of the Food, Conservation, and Energy
Act of 2008 (7 U.S.C. 8702)) or to peanuts, sugarcane, or sugar
beets for the 2012 crop year pursuant to title I of that Act
{7 U.S.C. 8702 et seq.) and each amendment made by that
title shall be applicable to the 2013 erop year for that covered
commedity, loan commodity, peanuts, sugarcane, or sugar beets.

{2} MILK.—

{A} IN GENERAL.—Notwithstanding subsection (a}, the
Secretary of Agriculture shall carry out the dairy product
price support program under section 1501 of the Food,
Conservation, and Energy Act of 2008 (7 U.8.C. 8771)
through December 31, 2013.

(B} MILX INCOME LOSS CONTRACT PROGRAM.—Section
1506 of the Food, Conservation, and Energy Act of 2008
(7 U.B.C. 8773) is amended by striking “2012" each place 7 USC 8773 note.
it appears in subsections (c}(3), (dX1), (d)(2), {e}2)A}, (g),
and (k) 1) and inserting “2013".

(3) SUSPENSION OF PERMANENT PRICE SUPPORT AUTHORI-
TIES.—The provisions of law specified in subsections {a) through
(c} of section 1602 of the Food, Conservation, and Energy Act
of 2008 (7 U.S.C. 8782) shall be suspended—

{A) for the 2013 crop or production year of a covered
commodity {as that term is defined in section 1001 of
that Act (7 U.8.C. 8702)), peanuts, sugarcane, and sugar,
as appropriate; and

(B} in the case of milk, through December 31, 2013.

{c} CONSERVATION PROGRAMS.—

(1} CONSERVATION RESERVE.—Section 1231(d) of the Food
Security Act of 1985 (18 U.8.C. 3831{(d)} is amended in the
second sentence by striking “and 2012” and inserting “2012,
and 2015”,

(2) VOLUNTARY PUBLIC ACCESS.—Section 1240R of the Food
Security Act of 1985 (16 U.S.C. 3839bb-5) is amended by
striking subsection {f) and inserting the following:

“f) FUNDING.—

“(1) FIsCAL YEARS 2009 THROUGH 2012—Of the funds of
the Commaodity Credit Corporation, the Secretary shall use
to carry out this section, to the maximum extent practicable,
$50,000,000 for the period of fisecal years 2009 through 2012.

“(2) AUTHORIZATION OF APPROPRIATIONS.—There is author-
ized to be appropriated to carry cut this section $10,000,000
for fiscal year 2013.”.

(d) SUPPLEMENTAL NUTRITION ASSISTANCE PROGRAM.—

{1) EMPLOYMENT AND TRAINING PROGRAM.—Section
18(h} 1}A} of the Food and Nutrition Act of 2008 (7 U.S.C.
2025(h)(1)(A)) is amended by inserting “, except that for fiscal
year 2013, the amount shall be $79,000,000” before the period
at the end.

{2) NUTRITION EDUCATION.—Section 28(d)}(1) of the Food
and Nutrition Act of 2008 (7 U.S.C. 2036a(d)1))} is amended—

{A) in subparagraph {(A), by striking “and” after the
semicolon at the end; and
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{B) by striking subparagraph (B) and inserting the
following:

“(B) for fiscal year 2012, $388,000,000;

“(C) for fiscal year 2013, $285,000,000;

“D) for fiscal year 2014, $401,000,000;

“E) for fiscal year 2015, $407,000,000; and

“(F) for fiscal year 2016 and each subsequent fiscal
year, the applicable amount during the preceding fiscal
year, as adjusted to reflect any increases for the 12-month
pericd ending the preceding June 30 in the Consumer
Price Index for All Urban Consumers published by the
Bureau of Labor Statistics of the Department of Labor.”.

{e) RESEARCH PROGRAMS.—
{1} ORGANIC AGRICULTURE RESEARCH AND EXTENSION INITIA~
TIVE.—Section 1672B(f} of the Food, iculture, Conservation,

and Trade Act of 1990 (7 U.8.C. 5925b{f}) is amended—

(A} in the heading of paragraph (1), by striking “IN
GENERAL” and inserting “MANDATORY FUNDING FOR FISCAL
YEARS 2009 THROUGH 2012”;

(B} in the heading of paragraph (2}, by striking “ADDI-
TIONAL FUNDING” and inserting “DISCRETIONARY FUNDING
FOR FISCAL YEARS 2009 THROUGH 2012”; and

(C} by adding at the end the following:

“(3) FiscaL YEAR 2013.—There is authorized to be appro-
581{1;?’(1 to carry out this section $25,000,000 for fiscal year

(2) SPECIALTY CROP RESEARCH INITIATIVE.—Section 412(h)
of the Agricultural Research, Extension, and Education Reform
Act of 1998 (7 U.8.C. 7632(h)) is amended—

(A) in the heading of paragraph (1), by striking “IN
GENERAL” and inserting “MANDATORY FUNDING FOR FISCAL
YEARS 2008 THROUGH 20127;

{B) in the heading of paragraph (2), by inserting “FOR
FISCAL YEARS 2008 THROUGH 2012”7 after “APPROPRIATIONS;

{C) by redesignating paragraphs {3) and {4) as para-
graphs (4) and (5), respectively; and

(D} by inserting after paragraph (2} the folloewing:

*(8) Fiscal YEAR 2013.—There is authorized to be appro-
galflé:e”d to carry out this section $100,000,000 for fiscal year

(3) BEGINNING FARMER AND RANCHER DEVELOPMENT PRO-
GRAM.—Section 7405(h) of the Farm Security and Rural Invest-
ment Act of 2002 (7 U.8.C. 3319f(h)) is amended—

{A} in the heading of paragraph (1), by striking “IN
GENERAL” and inserting “MANDATORY FUNDING FOR FISCAL
YEARS 2009 THROUGH 20127;

{B) in the heading of paragraph (2), by inserting “FOR
FIS&'}AL YEARS 2008 THROUGH 2012”7 after “APPROPRIATIONS”;
an

{C) by adding at the end the following:

“43) FISCAL YEAR 2013.—There is authorized to be appro-
ggf'j?’d to carry out this section $30,000,000 for fiscal year
{f) ENERGY PROGRAMS.—

{1) BIOBASED MARKETS PROGRAM.—Section 9002(h} of the
Farm Security and Rural Investment Act of 2002 (7 U.B.C.
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8102(h)) is amended in paragraph (2) by striking “2012” and
inserting “2013”.

(2) BIOREFINERY ASSISTANCE.—Section 9003(h)2} of the
Farm Security and Rural Investment Act of 2002 (7 US.C.
8103(h)(2)) is amended by striking “2012” and inserting “2013".

{(3) BEPOWERING ASSISTANCE.—Section 9004{(d)X2} of the
Farm Security and Rural Investment Act of 2002 (7 U.8.C.
8104{dX2}) is amended by striking “2012" and inserting “2013".

(4) BIOENERGY PROGRAM FOR ADVANCED BIOFUELS.—Section
8005(gX2} of the Farm Security and Rural Investment Act
of 2002 (7 U.B.C. 8105(g}2)) is amended by striking “2012”
and inserting “2013”.

(5) BIODIESEL FUEL EDUCATION PROGRAM.—Section 9008
of the Farm Security and Rural Investment Act of 2002 (7
U.8.C. 8106) is amended by striking subsection {d} and inserting
the following:

“(d) FUNDING.—

“1) FISCAL YEARS 2008 THROUGH 2012.—Of the funds of
the Commodity Credit Corporation, the Secretary shall use
to carry out this section $1,000,000 for each of fiscal years
2008 through 2012,

{2} AUTHORIZATION OF APPROPRIATIONS.—There is author-
ized to be appropriated to carry out this section $1,000,000
for fiscal year 2013.”,

(8) RURAL ENERGY FOR AMERICA PROGRAM.—Section
8007(gX3} of the Farm Security and Rural Investment Act
of 2002 (7 U.S.C. 8107(g)3)) is amended by striking “2012”
and inserting “2013”.

{7} BIOMASS RESEARCH AND DEVELOPMENT.—Section
9008(h)(2) of the Farm Security and Rural Investment Act
of 2002 (7 U.S.C. 8108(h)2)) is amended by striking *2012”
and inserting “2013”.

{8) RURAL ENERGY SELF-SUFFICIENCY INITIATIVE.—Section
9009(d) of the Farm Security and Rural Investment Act of
2002 (7 U.B.C. 8109(d)) is amended by striking “2012” and
inserting “2013”.

(9) FEEDSTOCK FLEXIBILITY PROGRAM FOR BIOENERGY PRO-
DUCERS.—Section 9010(b} of the Farm Security and Rural
Investment Act of 2002 (7 U.8.C. 8110(b)} is amended in para-
graphs {(1XA) and {(2)(A} by striking “2012” each place it appears
and inserting “2013”,

{10) BroMASS CROP ASSISTANCE PROGRAM.—Section 9011(f)
of the Farm Becurity and Rural Investment Act of 2002 (7
U.S.C. 8111{f)) is amended—

{A) by striking “(f) FUNDING.—Of the funds” and
inserting “(f} FUNDING.—

“(1) F1sCAL YEARS 2008 THROUGH 2012.—Of the funds™ and

{B) adding at the end the following:

“(2) FISCAL YEAR 2013 —

“A) IN GENERAL—There is authorized to be appro- Appropriation
g{r}'iaged to carry out this section $20,000,000 for fiscal year authorization.

13.

“B) MULTIYEAR CONTRACTS.—For each multiyear con-
tract entered intc by the Secretary during a fiscal year
under this paragraph, the Secretary shall ensure that suffi-
cient funds are obligated from the amounts appropriated
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for that fiscal iyea.r to fully cover all pa;yments required
by the contract for all years of the contract.”.

(11) FOREST BIOMASS FOR ENERGY.—Section 9012(d) of the
Farm Security and Rural Investment Act of 2002 (7 U.8.C.
8112(d)} is amended by striking “2012” and inserting “2013”.

{12) COMMUNITY WOOD ENERGY PROGRAM.—Section 9013(e)
of the Farm Security and Rural Investment Act of 2002 (7
312(?1?3}" 8113{e}) is amended by striking “2012” and inserting
{g) HORTICULTURE AND ORGANIC AGRICULTURE PROGRAMS.—

(1) FARMERS MARKET PROMOTION PROGRAM.—Section 8{e)
of the Farmer-to-Consumer Direct Marketing Act of 1976 (7
U.8.C. 3005(e})) is amended—

{A) in the heading of paragraph (1), by striking “IN
GENERAL” and inserting “FISCAL YEARS 2008 THROUGH 2012”;

(B) by redesignating paragraphs (2), (3}, and (4} as
paragraphs (3}, {4), and (5}, respectively,

{C) by inserting after paragraph (1) the following:

“(2) FiscaL YEAR 2013.—There is authorized to be appro-
gglfgg,d to carry out this section $10,000,000 for fiscal year

{D} in paragraph (3) {as so redesignated), by striking
“paraﬁraph {1’ and inserting “paragraph {1} or (2)”; and

(E)} in paragraph (5} (as so redesignated), by striking
“paragraph (2)” and inserting “paragraph (3)”.

{2) NATIONAL CLEAN PLANT NETWORK.—Section 10202(e)
of the Food, Conservation, and Energy Act of 2008 (7 U.S.C.
7761({e}) is amended—

(A} by striking “Of the funds” and inserting the fol-
lowing:

“(1} FISCAL YEARS 2008 THROUGH 2012.—Of the funds”; and

(B} by adding at the end the following:

“(2) FISCAL YEAR 2013.—There is authorized to be appro-
galfgg,d to carry out the Program $5,000,000 for fiscal year

(3} NATIONAL ORGANIC CERTIFICATION COGST-SHARE PRO-
GRAM.—Section 10806 of the Farm Security and Rural Invest-
ment Act of 2002 {7 17.8.C. 6523) is amended—

{A) in subsection (a}, by striking “Of funds of the
Commodity Credit Corporation, the Secretary of Agri-
culture (acting through the Agricultural Marketing Service)
shall use $22,000,000 for fiscal year 2008, to remain avail-
able until expended, te” and inserting “The Secretary of
Agriculture (acting through the Agricultural Marketing
Service) shall”; and

(B) by adding at the end the following:

“(d} FUNDING.—

“(1} MANDATORY FUNDING FOR FISCAL YEARS 2008 THROUGH
2012.—Of the funds of the Commodity Credit Corporation, the
Secretary shall make available to carry out this section
$22,000,000 for the period of fiscal years 2008 through 2012

“2) FIsCAL YEAR 2013.—There is authorized to be appro-
priated to carry out this section $22,000,000 for fiscal year
2013, to remain available until expended.”.

{4} ORGANIC PRODUCTION AND MARKET DATA INITIATIVES.—
Section 7T407(d) of the Farm Security and Rural Investment
Act of 2002 (7 U.8.C. 5925¢(d)) is amended—
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(A) in the heading of paragraph (1), by striking “IN
GENERAL” and inserting “MANDATORY FUNDING THROUGH
FISCAL YEAR 2012

(B} in the heading of paragraph (2}, by striking “ADDI-
TIONAL FUNDING” and inserting “DISCRETIONARY FUNDING
FOR FISCAL YEARS 2008 THROUGH 2012”7; and

_ (C) by adding at the end the following:

“(3) FiscaL YEAR 2013.—There is authorized to be appro- Appropriation
priated to carry out this section $5,000,000, to remain available authorization.
until expended.”.

(h) OUTREACH AND TECHNICAL ASSISTANCE FOR SOCIALLY DiIs-
ADVANTAGED FARMERS OR RANCHERS.—Section 2501(a)(4) of the
Food, Agriculture, Conservation, and Trade Act of 1990 {7 U.S.C.
2279(a)(4)) is amended—

(1) in the heading of subparagraph {A), by striking “IN
GENERAL” and inserting “FISCAL YEARS 2009 THROUGH 2012”;

{2) by redesignating subparagraphs (B} and {C) as subpara-
graphs (C) and (D), respectively;

{3} by inserting after subparagraph (A} the following:

“B) FIsCAlL YEAR 2013.—There is authorized to be Appropriation
appropriated to carry out this section $20,000,000 for fiscal authorization.
year 2013.7;

(4) in subparagraph (C) {as so redesignated), by striking
“s:.:ibparagraph {AY" and inserting “subparagraph (A} or (B)";
an

(5) in subparagraph (D} (as so redesignated), by striking
“subparagraph {A)’ and inserting “subparagraph (A} or (B).
{i) EXCEPTIONS.—

{1} IN GENERAL.—Subsection (a)} does not apply with respect
te mandatory funding provided by programs authorized by
provisions of law amended by subsections (d) through (h).

{2) CONSERVATION.—Subsection (a) does not apply with
respect to the programs specified in paragraphs (3XB), {4),
{6), and (7) of section 1241(a) of the Food Security Act of
1985 (18 U.S.C. 3841(a))}, relating tc the conservation steward-
ship program, farmland protection program, environmental
quality incentives program, and wildlife habitat incentives pro-
gram, for which program authority was extended through fiscal
%rggr)' 2014 by section 716 of Public Law 112-55 (125 Stat.

{3) TraDE.—-Subsection {a) does not apply with respect
to the following provisions of law:

{A) Section 3206 of the Food, Conservation, and Energy
Act of 2008 (7 U.S.C. 1726¢) relating to the use of Com-
modity Credit Corporation funds to support local and
regional food aid procurement projects.

(B} Section 3107(1X1) of the Farm Security and Rural
Investment Act of 2002 (7 U.8.C. 17360-1(1)(1)) relating
to the use of Commedity Credit Corporation funds to carry
out the McGovern-Dole International Food for Education
and Child Nutrition Program,

{4} SURVEY OF FOODS PURCHASED BY SCHOOL FOOD AUTHORI-
TIES.—Subsection {a) does not apply with respect o section
4307 of the Food, Conservation, and Energy Act of 2008 (Public
Law 110-246; 122 Stat. 1893) relating to the use of Commaodity
Credit Corporation funds for a survey and report regarding
foods purchased by school food authorities.
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{6) RURAL DEVELOPMENT.—Subsection {a} does not apply
with respect to the following provisions of law:

(A} Section S7SE(dX1) of the Consoclidated Farm and
Rural Development Act (7 U.S.C. 2008s(d)(1}}, relating to
funding of the rural microentrepreneur assistance program.

{B} Section 8029 of the Food, Conservation, and Energy
Act of 2008 (Public Law 110-246; 122 Stat. 1955) relating
to funding of pending rural development loan and grant
applications.

{C) Section 231{bX7XA) of the Agricultural Risk Protec-
tion Act of 2000 (7 U.S.C. 1632a(bXT7)(A)), relating to
funding of value-added agricultural market development
program grants.

(D) Section 375(e)6)(B) of the Consolidated Farm and
Rural Development Act (7 U.S.C. 2008j(eX8)B})) relating
to the use of Commodity Credit Corporation funds for the
National Sheep Industry Improvement Center.

(6) MARKET LOSS ASSISTANCE FOR ASPARAGUS PRODUCERS.—
Subsection {a) does not apply with respect to section 10404(d)
of the Food, Conservation, and Energy Act of 2008 (Public
Law 110-246; 122 Stat. 2112},

(7} SBUPPLEMENTAL AGRICULTURAL DISASTER ASSISTANCE.—
Subsection {a} does not apply with respect to section 531 of
the Federal Crop Insurance Act (7 U.S.C. 1531) and title IX
of the Trade Act of 1974 (19 U.S.C. 2497 et seq.) relating
to the provision of supplemental agricultural disaster assist-
ance.

{8) PIGFORD CLAIMS.—Subsection {a) does not apply with
respect to section 14012 of the Food, Conservation, and Energy
Act of 2008 (Public Law 110-246; 122 Stat. 2209} relating
to determination on the merits of Pigford claims.

{9) HEARTLAND, HABITAT, HARVEST, AND HORTICULTURE ACT
OF 2008.—Subsection (a) does not apply with respect to title
XV of the Food, Conservation, and Energy Act of 2008 (Public
Law 110-246; 122 Stat. 2246), and amendments made by that
title, relating to the provision of supplemental agricultural dis-
aster assistance under title IX of the Trade Act of 1974 (19
U.B.C. 2497 et seq.), certain revenue and tax provisions, and
certain trade benefits and other matters.

{j) EFFECTIVE DATE.—Ezxcept as otherwise provided in this sec-
tion, this section and the amendments made by this section take
effect on the earlier of —

{1} the date of the enactment of this Act; or

{2) Septernber 30, 2012,

BEC. 702. SUPPLEMENTAL AGRICULTURAL DISASTER ASSISTANCE.

{a) IN GENERAL.—Section 531 of the Federal Crop Insurance
Act {7 U.8.C. 1581) is amended—
(1) in subsection (a}5)}—
{A) in the matter preceding clause (i), by striking the
first “under”™; and
{B) by redesignating clauses (i) through (iii) as subpara-
graphs (A}, {B), and (C}, respectively, and indenting appro-
priately;
{2} in subsection {c}—
{A) in paragraph {1}, by striking “use such sums as
are necessary from the Trust Fund to”; and
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{B) by adding at the end the following:

“(3) AUTEORIZATION OF APPROPRIATIONS.—There is author-
ized to be appropriated to carry cut this subsection $80,000,000
for each of fiscal years 2012 and 2013.”;

(3} in subsection {(d)—

{A} in paragraph (2), by striking “use such sums as
are necessary from the Trust Fund to”; and
(B} by adding at the end the following:

(7} AUTHORIZATION OF APPROPRIATIONS.—There is author-
ized to be appropriated to carry out this subsection
$400,000,000 for each of fiscal years 2012 and 2018.”;

(4) in subsection {e}—

(A} in paragraph (1}, by striking “use up to $50,000,000
per year from the Trust Fund to”; and
{B) by adding at the end the following:

“(4) AUTHORIZATION OF APPROPRIATIONS.—There is author-
ized to be appropriated to carry out this subsection $50,000,000
for each of fiscal years 2012 and 2013.”;

{5} in subsection (f)—

{A) in paragraph (2)(A), by striking “use such sums
as are necessary from the Trust Fund to”; and
(B} by adding at the end the following:

“CB} AUTHORIZATION OF APPROPRIATIONS.—There is author-
ized to be appropriated to carry out this subsection $20,000,000
for each of fiscal years 2012 and 2013.”; and

(6) in subsection (i), by inserting “or, in the case of sub-
sections {¢) through (f), September 30, 2013” after “2011,”.
(b) ErfFECTIVE DATE.—The amendments made by subsection 7 USG 1531 note.

(a) shall take effect on October 1, 2012.

TITLE VIII-MISCELLANEOUS
PROVISIONS

SEC. 801. STRATEGIC DELIVERY SYSTEMS.

{a) INn GENERAL—Paragraph 3 of section 495{c) of title 10,
United States Code,, as added by section 1035 of the National
Defense Authorization Act for Fiscal Year 2013, is amended-—
(1} by striking “that” before “the Russian Federation” and
ingerting “whether”; and
(2) by inserting “strategic” before “arms control obliga-
tions”.
(b) EFFECTIVE DATE.—The amendments made by subsection 10USC 485 note,
(a) shall take effect as if included in the enactment of the National
Defense Autherization Act for Fiscal Year 2013.

SEC. 802. NO COST OF LIVING ADJUSTMENT IN PAY OF MEMBERS
OF CONGRESS.

Notwithstanding any other provision of law, no adjustment 2USC 31 note.
shall be made under section 801{a) of the Legislative Reorganization
Act of 1946 (2 U.S.C. 31) (relating to cost of living adjustments
for Members of Congress) during fiscal year 2013.
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2 USC 901a.

2 USC 501.

Effective date.
President.
Apgplicability,

2 USC 90 1a note,

TITLE IX—BUDGET PROVISIONS
Subtitle A—Modifications of Sequestration

SEC, 301. TREATMENT OF SEQUESTER.

{a) ADJUSTMENT.—Section 2561A(3) of the Balanced Budget and
Emergency Deficit Control Act of 1985 is amended—

{1) in subparagraph (C), by striking “and” after the semi-
colon;

{2) in subparagraph (D), by striking the period and
inserting” ; and”; and

(3) by inserting at the end the following:

“E) for fiscal year 2013, reducing the amount cal-
culated under subparagraphs (A} through (D} by
$24,000,000,000.”.

(b} AFTER SESSION SEQUESTER.—Notwithstanding any other
provision of law, the fiscal year 2013 spending reductions required
by section 251{a)1) of the Balanced Budget and Emergency Defieit
Control Act of 1985 shall be evaluated and implemented on March
27, 2013.

(c) POSTPONEMENT OF BUDGET CONTRCL ACT SEQUESTER FOR
FiscAL YEAR 2018 —S8ection 251A of the Balanced Budget and
Emergency Deficit Control Act of 1985 is amended—

{1} in paragraph (4), by striking “January 2, 2013” and
inserting “March 1, 2018”; and

(2) in paragraph (7){(A), by striking “January 2, 2013” and
inserting “March 1, 2013".

{d} ADDITIONAL ADJUSTMENTS.—

{1) SECcTION 251.—Paragraphs (2) and (8) of section 251{c)
of the Bazlanced Budget and Emergency Deficit Control Act
of 1985 are amended to read as follows:

“(2) for fiscal year 20183—

“(A) for the security category, as defined in section
250{c)}{4) B}, $684,000,000,000 in budget authority; and

“B) for the nonsecurity category, as defined in section
250(cX4)A), $359,000,000,000 in budget authority;

“(3) for fiscal year 2014—

“(A) for the security category, $552,000,000,000 in
budget authority; and

“(B) for the nonsecurity category, $506,000,000,000 in
budget authority;”.

{e} 2013 SEQUESTER.—On March 1, 2013, the President shall
order a sequestration for fiscal year 2013 pursuant to section 251A
of the Balanced Budget and Emergency Deficit Control Act of 1985,
as amended by this section, pursuant to which, only for the purposes
of the calculation in sections 2581A{5)XA), 251A{6)(A)}, and 251A{7TXA),
section 251(c)2) shall be applied as if it read as follows:

“(2} For fiscal year 2013—

“A) for the security category, $544,000,000,000 in
budget authority; and

“(B) for the nonsecurity category, $499,000,000,000 in
budget authority;”.
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SEC. 902. AMOUNTS IN APPLICABLE RETIREMENT PLANS MAY BE
TRANSFERRED TO DESIGNATED ROTH ACCOUNTS WITH-
CGUT DISTRIBUTICN.

{a} IN GENERAL.—Section 402A(c)(4) is amended by adding 26 USC 4024,
at the end the following:
“E) SPECIAL RULE FOR CERTAIN TRANSFERS.—In the
case of an applicable retirement plan which includes a
qualified Roth contribution program—
“1} the plan may allow an individual to elect to
have the plan transfer any amount not otherwise
distributable under the plan to a designated Roth
account maintained for the benefit of the individual,
“(i1) such transfer shall be treated as a distribution
to which this paragraph applies which was contributed
in a gualified rollover contribution (within the meaning
of section 408A(e)) to such account, and
“(iii) the plan shall not be treated as violating
the provisions of section 401(k)(2)}B)i}, 403(b)XTHANi},
403(bX11), or 45T(d)(1)A), or of section 8433 of title
5, United States Code, solely by reason of such
trangfer.”,
{b} EFFECTIVE DATE.—The amendment made by this section 26 USC 4024
shall apply to transfers after December 31, 2012, in taxable years note.
ending after such date.

Subtitle B—Budgetary Effects

SEC. 811, BUDGETARY EFFECTS.

{a) PAYGO ScORECARD.—The budgetary effects of this Act shall
not be entered on either PAYGQ scorecard maintained pursuant
to section 4(d} of the Statutory Pay-As-You-Go Act of 2010.

{b) SENATE PAYGO ScORECARD.—The budgetary effects of this
Act shall not be entered on any PAYGO scorecard maintained
for purposes of section 201 of 8. Con. Res. 21 (110th Congress).

Approved January 2, 2013.

LEGISLATIVE HISTORY—H.R. 8:

CONGRESSIONAL RECORD:
Vol 158 (2012): Aug. 1, considered and passed House,
Dec. 31, considered and passed Senste, amended.
Vol. 158 (2013). Jan. 1, House concurred in Senate amendments.

O
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THE WHITE HOUSE

Office of the Press Secretary

For Tmmediate Release : March 1, 2013

SEQUESTRATICN ORDER FOR FISCAL YEAR 2013 PURSUANT
TC SECTION 251A OF THE BALANCED BUDGET AND
EMERGENCY DEFICIT CONTROL ACT, AS AMENDED

By the authority vested in me as President by the laws
of the United States of aAmerica, and in accordance with
section 251A of the Balanced Budget and Emergency Deficit
Control Act, as amended {the "Act"™), 2 U.8.C. 901la, I hereby
order that budgetary resources in each non-exempt budget account
be reduced by the amount calculated by the Office of Management
and Budget in its report to the Congress of March 1, 2013.

Pursuant to sections 250(c) (6}, 251A, and 255(e) of the
Act, budgetary resources subject to sequestration shall be new
budget authority, unobligated balances of defense function
accounts carried over from prior fiscal vears, direct spending
authority, and obligation limitations.

All seguestrations shall be made in strict accordance with
the reguirements of section 251A of the Act and the
specifications of the Office of Management and Budget's report

of March 1, 2013, prepared pursuant to section 251A{11) of the
Act.

BARACK OBAMA

THE WHITE HOUSE,
March 1, 2013.

# # #

_OBFAE %Md( B Teb +
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

March [, 2013

M-13-06

MEMORANDUM FOR THE HEADS OF EXECUTIVE DEPARTMENTS AND AGENCIES

FROM: Jeffrey D. Zient
Deputy Directof for)Management

SUBJECT:  Issuance of the Sequestration Order Pursuant To Section 251A of the Balanced
Budget and Emergency Deficit Control Act of 1985, as Amended

This memorandum is to inform executive departments and agencies (agencies) that the
President has issued a sequestration order (order) in accordance with section 251 A of the
Balanced Budget and Emergency Deficit Control Act, as amended (BBEDCA), 2 U.8.C. 901a.
The order requires that budgetary resources in each non-exempt budget account be reduced by
the amount calculated by the Office of Management and Budget (OMB) in its report to Congress
of March 1, 2013, entitled OMPB Report 10 the Congress on the Joint Committee Sequestration
Jor Fiscal Year 2013 (sequestration report).

Due to the failure of the Joint Sclect Committee on Deficit Reduction, the President was
required by law to issue an order canceling $85 billion in budgetary resources across the Federal
Government for the remainder of Fiscal Year (FY) 2013, OMB has calculated that, over the
course of the fiscal year, the order requires a 7.8 percent reduction in non-exempt defense
discretionary funding and a 5.0 percent reduction in non-exempt nondefense discretionary
funding. The sequestration also requires reductions of 2.0 percent to Medicare, 5.1 percent to
other non-exempt nondefense mandatory programs, and 7.9 percent to non-exempt defense
mandatory programs. The sequestration report provides caleulations of the amounts and
percentages by which various budgetary resources are required to be reduced, and a listing of the
reductions required for each non-exempt budget account.

Agencies shall apply the same percentage reduction to all programs, projects, and
activities within a budget account, as required by section 256(k)(2) of BBEDCA, 2 U.S.C.
906(k)(2). Agencies should operate in a manner that is consistent with guidance provided by
OMB in Memorandum 13-03, Planning for Uncertainty with Respect to Fiscal Year 2013
Budgetary Resources and Memorandum 13-05, Agency Responsibilities for Implementation of
Potential Joint Commitiee Sequestration.
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

March 1, 2013

The Honorable John A, Boehner
Speaker of the House of Representatives
Washington, D.C. 20515

Dear Mr. Speaker:

Enclosed please find the Office of Management and Budget (OMB) Report to the
Congress on the sequestration for fiscal year (FY) 2013 required by section 251A of the
Balanced Budget and Emergency Deficit Control Act, as amended (the "Joint Committee
sequestration”). This report provides calculations of the amounts and percentages by which
various budgetary resources are required to be reduced, and a listing of the reductions required
for each non-exempt budget account.

In August 2011, as part of the Budget Control Act of 2011 (BCA), bipartisan majorities
in both the House of Representatives and Senate voted for sequestration as a mechanism to
compel the Congress to act on deficit reduction. The threat of destructive across-the-board cuts
under the BCA was intended to drive both sides to compromise. Yet, a year and a half has
passed, and the Congress still has failed to enact balanced deficit reduction legislation that avoids
sequestration.

As a result of the Congress's failure to act, the law requires the President to issue a
sequestration order today canceling $85 billion in budgetary resources across the Federal
Government for FY 2013, Specifically, OMB calculates that, over the course of the fiscal year,
the sequestration requires a 7.8 percent reduction in non-exempt defense discretionary funding
and a 5.0 percent reduction in non-exempt nondefense discretionary funding. The sequestration
also requires reductions of 2.0 percent to Medicare, 5.1 percent to other non-exempt nondefense
mandatory programs, and 7.9 percent to non-exempt defense mandatory programs.

Because these cuts must be achieved over only seven months instead of 12, the effective
percentage reductions will be approximately 13 percent for non-exempt defense programs and 9
percent for non-exempt nondefense programs.

The cuts required by sequestration will be deeply destructive to national security,
domestic investments, and core Government functions. While the Department of Defense will
shift funds where possible to minimize the impact on war-fighting capabilities and critical
military readiness, sequestration will result in a reduction in readiness of many non-deployed
units, delays in investments in new equipment, cutbacks in equipment repairs and needed
facilities maintenance, disruptions in military research and development efforts, significant
reductions in weapons programs, and furloughs of most civilian employees for a significant
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amount of time. Sequestration will also undermine nondefense investments vital to economic
growth, threaten the safety and security of the American people, and cause severe harm to
programs that benefit the middie class, seniors, and children. According to analysis by outside
experts, sequestration would reduce real GDP growth for 2013 by 0.5 to 0.7 percentage points
were it to continue for the rest of the calendar year.

The Joint Committee sequestration is a blunt and indiscriminate instrument. It was never
intended to be implemented and does not represent a responsible way for our Nation to achieve
deficit reduction.

On multiple occasions, the President has proposed comprehensive and balanced deficit
reduction plans to avoid sequestration. The President and Congress, working together, have
already reduced the deficit by $2.5 trillion. The President has been clear that he is willing to
make tough choices to reach an agreement on further deficit reduction. The Administration
continues to stand ready to work with the Congress to enact balanced deficit reduction legislation
that replaces sequestration and puts the Nation on a sound long-term fiscal path.

Sincerely,

iy 00

ey D. Zients
Deputy Director for Management

Enclosure

Identical Letter Sent to the President of the Senate
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| OMB REPORT TO THE CONGRESS
ON THE JOINT COMMITTEE SEQUESTRATION
FOR FISCAL YEAR 2013

March 1, 2013

238



Air Force Administrative Record for FY 2013 Furlough Appeals

OMB REPORT TO THE CONGRESS
ON THE JOINT COMMITTEE SEQUESTRATION
FOR FISCAL YEAR 2013

The Balanced Budget and Emergency Deficit Control Act, as amended {(BBEDCA), 2 U.S.C.
§ 901a, requires the Office of Management and Budget (OMB) to calculate, and the President
to order on March 1, 2013, reductions in budgetary resources triggered by the failure of the
Joint Select Committee on Deficit Reduction to propose, and the Congress to enact, legislation
to reduce the deficit by $1.2 trillion (Joint Committee sequestration). This report provides
OMB’s calculations of the percentage and dollar amount of the reduction for each non-exempt
budget account and an explanation of the calculations.

OMB calculates that the Joint Committee sequestration requires a 7.8 percent reduction
in non-exempt defense discretionary funding and a 5.0 percent reduction in non-exempt non-
defense discretionary funding. The sequestration also imposes reductions of 2.0 percent to
Medicare, 5.1 percent to other non-exempt nondefense mandatory programs, and 7.9 percent
to non-exempt defense mandatory programs.

Basis for Calculations

Discretionary Appropriations. As of the date of this report, no full-year regular appropria-
tions bills have been enacted for fiscal year (FY} 2013. Instead, all agencies are operating under
the Continuing Appropriations Resolution, 2013 (CR}, Pub. L. 112-175. In addition, the Disas-
ter Relief Appropriations Act, 2013 (Hurricane Sandy supplemental), Pub. L. 113-2, provided
supplemental funding to various agencies for Hurricane Sandy relief and recovery efforts. Ac-
cordingly, as required by sections 251A(7)A) and 253(f)(2) of BBEDCA, OMB’s estimates for
the level of sequestrable budgetary resources and resulting reductions assume that budget
accounts with discretionary appropriations are funded at the annualized level provided by the
CR, plus funding provided by the Hurricane Sandy supplemental and any funding enacted as
advance appropriations for FY 2013. Unless another amount is specified by the CR, the an-
nualized level equals the FY 2012 enacted appropriations, including changes in mandatory
programs, net of any recurring rescissions, and increased by 0.612 percent pursuant to section
101(c) of the CR.! Spending authority from offsetting collections is only increased by the 0.612
percent when that spending authority is used to determine the annualized level. Amounts
designated in the CR for Overseas Contingency Operations (0CO)Global War on Terrorism
(GWOT), and amounts incorporated in the CR by reference to the Disaster Relief Appropria-
tions Act, 2012, Pub. L. 112-77, do not receive the 0.612 percent increase. As provided by section
101(b) of the CR, whenever an amount designated for OCO/GWOT pursuant to section 251(b)
(2)XA) of BBEDCA in either the Department of Defense Appropriations Act, 2012 (division A of
Pub. L. 112-74) or in the Military Construction and Veterans Affairs and Related Agencies Ap-
propriations Act, 2012 (division H of Pub. L. 112-74) differs from the amount in the President’s
FY 2013 Budget request, the annualized level equals the amount in the President’s FY 2013
Budget request. The CR levels are also adjusted for any transfers mandated by law.

Unobligated Bal s in the Defense F ion. Pursuant to section 255(e) of BBEDCA, un-
obligated balances in the defense function are sequestrable budgetary resources. The majority
of estimated unobligated balances in the defense function are in Department of Defense ac-
counts. In general, for multiyear accounts, the Department of Defense estimated unobligated
balances as of March 1, 2013, by reducing unobligated balances as of December 31, 2012, by a
historically-based estimate of obligations from prior year funds in January and February.

! Information abont OMB's caiCulatlon Df the amounts appropriated by the CR can be found in OMB Bulletin 12-02, which
is available pnline at : S -
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Direct Spending. Estimates of sequestrable budgetary resources and outlays for budget
accounts with direct spending are equal to the current law baseline amounts contained in the
President’s FY 2013 Budget, adjusted for the effects of legislation enacted since the Budget
was transmitted. Two changes with the largest effect on the amount of sequestrable direct
spending—providing for a zero percent update for Medicare payments to physicians under
the Sustainable Growth Rate formula for calendar year 2013, and extending Emergency Un-
employment Compensation (EUC) through the end of 2013—were enacted in the American
Taxpayer Relief Act of 2012 (ATRA), Pub. L. 112-240.

ration . The Joint Committee sequestration order is not an order
under section 254 of BBEDCA.? Accordingly, as set forth in this report, the special rules in
section 256 that apply only to a sequestration order issued under section 254 do not apply
to the Joint Committee sequestration, except to the extent those rules are otherwise made
applicable by another provision of law. Section 251A(7XA) of BBEDCA does not include any
such provision for discretionary spending; as a result, in calculating the reduction in discre-
tionary spending required by the Joint Committee sequestration, this report does not apply
the special rules in section 256 that apply only to a sequestration order issued under section
254. The special rules in section 256 do, however, apply to the reduction in direct spending
required by the Joint Committee sequestration, pursuant to the explicit direction in section
251A(8) of BBEDCA.

Federal Administrative Expenses. Under section 256(h) of BBEDCA, Federal administrative
expenses are subject to sequestration pursuant to an order issued under section 254 “without
regard o any exemption, exception, limitation, or special rule which is otherwise applicable.”
For the reasons set forth in the preceding paragraph, for the Joint Committee sequestration,
this rule applies only to Federal administrative expenses that constitute direct spending.
BBEDCA does not define “administrative expenses.” For purposes of this report, “administra-
tive expenses” for typical Government programs are defined as the object classes for person-
nel compensation, travel, transportation, communication, equipment, supplies, materials, and
other services. For Government programs engaging in comrercial, business-like activities,
administrative expenses constitute overhead costs that are necessary to run a business, and
not expenses that are directly tied to the production and delivery of goods or services.

i T: r Reli f 2012. In addition to the changes to direct spending men-

tioned above, this report reflects three changes to the calculation of the Joint Committee
sequestration required by ATRA. Section 901(a) reduced the amount of the FY 2013 seques-
tration by $24 billion, which was paid for by $12 billion of revenue increases and $12 billien
in total reductions to the discretionary spending limits for FYs 2013 and 2014. Section 901(c}
delayed the date for submission of this report from January 2, 2013 to March 1,2013. Section
901(e) altered the discretionary spending limits for FY 2013 for purposes of calculating the
Joint Committee sequestration.

Calculation of Sequestration Percentages

Under section 251A of BBEDCA, the failure of the Joint Select Committee on Deficit Re-
duction to propose, and the Congress to enact, legislation to reduce the deficit by $1.2 trillion
triggers automatic reductions in discretionary appropriations and direct spending to achieve
the deficit reduction that the Joint Select Committee process was meant to achieve. As shown

in Table 1, the total annual amount of deficit reduction required is specified by formula in
section 251A(3), starting with the total reduction of $1.2 trillion required for FY 2013 through

?  For further discussion, see the OMB Report Pursuant to the Sequestration Transparency Act of 2012 (STA Report) issued
in September.
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FY 2021, deducting a specified 18 percent for debt service savings, and then dividing the re-
sult by 9 to calculate the annual reduction of $109 billion for each year from FY 2013 to FY
2021. As discussed previously, ATRA lowered the amount of the reduction required for FY
2013 by $24 billion, leaving $85 billion to be achieved through sequestration. The annual re-
duction is split evenly between budget accounts in function 050 (defense function) and in all
other functions (nondefense function), so that each function group will be reduced by $42.667
billion in FY 2013,

Table 1. CALCULATION OF TOTAL ANNUAL

REDUCTION BY FUNCTION
(In billions of doiiars)
Joint Comimitlee required savings et e ereaE—TeS et LA ARSI AR YR SR Shan e seaaratan e sannnrnrerPearrs 1,200,000
Deduct debt service SAVINES (18%) 1o et cererce e sersssras s sansna s siss s s seabs s st srmercns s tabssbasas b san RS S Ser e -216.000
Net programmatic reductions ... st e e i 984.000
Divide by 9 to calculate annual reduction ............vveririeere e 109.333
Reduction for FY 13 pursuant o section 901(a) of ATRA ...cviminienncnnnens . —24.000
Net remaining programmatic reduction for FY 2013 ...oivcecinnnne £5.333
Split 50/50 between defense and nondefense fungtions ... iierisiin e e e 42,667

Base for Allocating Reductions. The annual reduction is further allocated between discre-
tionary and direct spending within each of the function groups in proportion to their share
of total spending within the function group. The base for allocating reductions to discretion-
ary appropriations is the discretionary spending limit for FY 2013 listed in section 251(c)
{2) as revised by section 251A(2)(A), and as applied pursuant to section 901(e} of ATRA. For
purposes of this report, the discretionary spending limits have not been revised to include
adjustments pursuant to section 251(b}2) for certain funding included in the CR and Hur-
ricane Sandy supplemental because these adjustments cannot be made until OMB issues
its Discretionary Final Sequestration Report for FY 2013 on March 27 pursuant to section
301(b} of ATRA. Pursuant to paragraphs (5) and (8) of section 251A, and consistent with
section 6 of the Statutory Pay-As-You-Go Act of 2010, 2 U.S.C. § 935, the base for alloecating
reductions to budget accounts with direct spending is the sum of the direct spending outlays
in the budget year and the subsequent year that would result from new sequestrable budget
authority in FY 2013.

Sequestrable Bage. Once the reductions are allocated between discretionary appropria-
tions and direct spending using the bases above, the sequestration percentage for discre-
tionary appropriations is obtained by dividing the discretionary reduction required by the
discretionary sequestrable base, which is described above in the “Basis for Caleulations” sec-
tion. By statute, the discretionary sequestrable base differs from the base used to allocate
the reductions between discretionary appropriations and direct spending. For discretionary
defense programs, the sequestrable base equals total discretionary appropriations (includ-
ing funding that would trigger cap adjustments), plus unobligated balances and funding fi-
nanced by fees, minus exemptions. Except for funding for military personnel accounts, most
discretionary defense funding is sequestrable® For discretionary nondefense programs, the
sequestrable base equals total discretionary appropriations (including funding that would

#  Defense sequestrable budgetary resources include non-exempt new budget authority and unobligated balances carried
over from prior fiscal years. Budgetary resources for military personnel accounts are exempt pursuant to section 255(f) of
BEEDCA and the July 31, 2012 letter from OMB notifying the Congress of the President’s intent to exempt military personnel
accounts from sequestration, aveilable at: Afip: itefiou /sites les/ jslati I milit

pergonnel-letter-biden. pdf.
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trigger cap adjustments) and funding financed by fees, adjusted to exclude funding for the
Department of Veterans Affairs, Pell Grants, and other exempt amounts. For mandatory pro-
grams, the sequestrable base is the same as the mandatory base for allocating the reduction.
Pursuant to sections 251A(8), 255, and 256 of BBEDCA, most mandatory spending is exempt
from sequestration or, in the case of the Medicare program and certain health programs, is
subject to a 2 percent limit on sequestration.

Defense Function Reduction

Table 2 shows the calculation of the sequestration percentages and dollar reductions re-
quired for budget accounts with discretionary appropriations or direct spending within the
defense function. The calculation involves the following steps:

Step 1. Pursuant to section 251A(5), the total reduction of $42.667 billion is allocated propor-
tionately between discretionary appropriations and direct spending. The total base is
the sum of the FY 2013 revised discretionary spending limit for the security category*
($544 bhillion) and OMB’s baseline estimates of sequestrable direct spending outlays
in the defense function in FY 2013 and FY 2014 from new direct spending budget au-
thority in FY 2013 ($0.662 billion). Discretionary appropriations comprise more than
99 percent of the total base in the defense function.

Step 2. Total defense function spending must be reduced by $42.667 billion. As required by
section 251A(5)(A), allocating the reduction based on the ratio of the revised discre-
tionary spending limit to the total base (the sum of the defense discretionary spending
limit and sequestrable direct spending) yields a $42.615 billion reduction required for
discr