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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

·WASHINGTON, D.C. 20503 

February 27, 2013 

M-13-05 


MEMORANDUMFORTHEHEADSO CUTIVE DEPARTMENTS AND AGENCIES 

FROM: 	 Danny Werfel_,/j 
Controller 1T 

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 ofplanning 
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 ofnew 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: 

• 	 hiring new personnel; 1 

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

• 	 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 

1 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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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. Zien!s ~Q~ 
Deputy Director f~~Ma.nagement 

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

In the corning months, executive departments and agencies (agencies) will confront 
significant uncertainty regarding the amount of budgetary resources 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 uni.ts delay needed investments in equipment and facilities, and cut services for 
military families. And Federal agencies will likely need to furlough hundreds of thousands of 
employees and reduce essential ervices uch a 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. 

1 


WHS Administrative Record for FY 2013 Furlough Appeals - Part 2

WHS - Page 85



Prior-to passage of the American Taxpayer Relief Act of2012 (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 COMB), 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: 

• 	 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 [herel); 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; 

• 	 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; 

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

All agencies should work with their OMB RMO on the appropriate timing to submit draft 
contingency plans for operating under equestration for review. Furthermore, should Congress 
take action that affects the current budgetary uncertaint), OMB will provide agencies with 
additional guidance as appropriate. 
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DEPUTY SECRETARY OF DEFENSE 
1010 DEFENSE PENTAGON 

WASHINGTON , DC 20301-1010 JAN 1 0 2013 

MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTMENTS 
CHAIRMAN OF THE JOINT CHIEFS OF STAFF 
UNDER SECRET ARIES OF DEFENSE 
DEPUTY CHIEF MANAGEMENT OFFICER 
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 

SUBJECT: Handling Budgetary Uncertainty in Fiscal Year 2013 

Two sources of uncertainty are creating budgetary challenges for the Department of Defense 
(DoD) in 2013. The first is the fact that the Department is operating under a Continuing Resolution 
(CR) through at least March 27, 2013. Because most operating funding was planned to increase 
from Fiscal Year (FY) 2012 to FY 2013, but is instead being held at FY 2012 levels under the CR, 
funds will run short at current rates of expenditure if the CR continues through the end of the fiscal 
year in its current form. The Secretary will continue to urge the Congress to enact appropriations 
bills for FY 2013. But if the CR were to be extended through the end of the fiscal year, it would 
hinder our ability to maintain a ready force. 

The second source of uncertainty is the potential sequestration recently deferred from 
January 2, 2013 to March 1, 2013 by the American Taxpayer Relief Act of2012. The possibility of 
sequestration occurring as late as the beginning of the sixth month of the fiscal year creates 
significant additional uncertainty for the management of the Department. 

Either of these problems, in isolation, would present serious budget execution challenges to 
the Department, negatively impacting readiness and resulting in other undesirable outcomes. This 
situation would be made even more challenging by the need to protect funds for wartime operations. 
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Near-Term Actions 

Given the overall budgetary uncertainty faced by the Department, and in particular the 
immediate operational issues presented by the CR, it is prudent to take certain steps now in order to 

help avoid serious future problems. I therefore authorize all Defense Components to begin 
implementing measures that will help mitigate our budget execution risks. For now, and to the 
extent possible, any actions taken must be reversible at a later date in the event that Congress acts to 
remove the risks I have described. The actions should be structured to minimize harmful effects on 

our people and on operations and unit readiness. 

Categories of approved actions are identified in Table 1. The authority to implement these 
actions shall remain in effect until they are revoked in a subsequent memorandum from my office. 
If Components believe they must take actions that go beyond the categories listed in Table 1, they 
should present the options for my review and approval prior to their implementation. 

Intensified Planning for Longer-Term Budgetary Uncertainty 

Given the added challenge of a potential sequestration in March, we must also intensify 

efforts to plan future actions that might be required should that happen. This planning does not 
assume these unfortunate events will occur, only that we must be ready. 

As they formulate draft plans, Components should follow the guidance that directs the 
Department to take all possible steps to mitigate harmful effects associated with this budgetary 

uncertainty and to maintain a strong defense. The details of the guidance are summarized below: 

• For the operating portions of the DoD budget: 

o Exempt all military personnel funding from sequestration reductions, in accordance 
with the decision made by the President in July 2012. 

o Fully protect funding for wartime operations. 
o Fully protect Wounded Warrior programs. 

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

o Reduce civilian workforce costs using the following actions (all subject to mission
critical exemptions, and appropriate consultation with union representatives 
consistent with Executive Order 13522): 

• Release temporary employees and do not renew term hires. 
• Impose hiring freezes. 

• Authorize voluntary separation incentives and voluntary early retirements to the 
extent feasible. 

• Consider the possibility of furloughs of up to 30 calendar days or 22 
discontinuous workdays. 

o To the extent feasible, protect family programs. 
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o To the extent feasible, protect funding most directly associated with readiness; focus 

the necessary cuts on later deploying units. 

• For the investment portions of the DoD budget (procurement, RDT &E, construction): 

o Protect investments funded in Overseas Contingency Operations if associated with 

urgent operational needs. 

o To the extent feasible, protect programs mostly closely associated with the new 

defense strategy. 

o Take prudent steps to minimize disruption and added costs (e.g., avoid penalties 

associated with potential contract cancellations where feasible; prudently manage 

construction projects funded with prior-year monies). 

While we are hopeful of avoiding budgetary problems, draft Component plans should reflect 

the possibility that we may have to operate under a year-long CR and that sequestration takes place. 

Table 2 shows the types of information that should be included in the plans. Components should 

submit these draft plans to the Under Secretary of Defense (Comptroller) by February 1, 2013. The 

Under Secretary of Defense (Comptroller) will work with the Components to adjust this schedule if 

changes are required due to the deadlines for the preparation of the FY 2014 President's Budget 

submission. 

I appreciate your patience as we work through these difficult budgetary times. The 

Department will continue to do its best to resolve these budgetary uncertainties in a manner that 

permits us to support our current defense strategy and maintain a strong defense. 

If addressees have questions about this memorandum, they should direct them to the Under 

Secretary ofDefense (Comptroller). 

Attachments: 
As stated 
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Table 1. Categories of Approved Near-Term Actions 

• Freeze civilian hiring (with exceptions for mission-critical activities*). 

• Provide authority to terminate employment of temporary hires and to notify term employees 
that their contracts will not be renewed (with exceptions for mission-critical activities and 

when appropriate in terms of personnel timing*). 

• Reduce base operating funding. 
• Curtail travel, training, and conferences (all with exceptions for mission-critical activities* 

including those required to maintain professional licensure or equivalent certifications). 

• Curtail facilities maintenance or Facilities Sustainment, Restoration, and Modernization 

(FSRM) (with exceptions for mission-critical activities*). 
o If necessary, services/agencies are authorized to fund FSRM at levels below current 

guidance. 
• Curtail administrative expenses such as supply purchases, business IT, ceremonies, etc. 

(with exceptions for mission-critical activities*). 

• Review contracts and studies for possible cost-savings. 
• Cancel 3rd and 4th quarter ship maintenance availabilities and aviation and ground depot

level maintenance activities. Take this action no earlier than February 15, 2013. 

• Clear all R&D and production contracts and contract modifications that obligate more than 
$500 million with the USD(AT&L) prior to award. 

• For Science and Technology accounts, provide the USD(AT&L) and the Assistant Secretary 
of Defense (Research & Engineering) with an assessment of the impact that budgetary 
uncertainty may have on meeting Departmental research priorities. 

*Approvals will be granted by Component heads or by senior officials designated by the 
Component head. 

Components with personnel serving Combatant Commanders (COCOMs) must consult with the 
COCOMs before implementing actions that affect them. Disputes will be brought to the attention 
of the Chairman of the Joint Chiefs of Staff for further resolution. 

Components receiving reimbursements should coordinate with customer before taking actions that 
would affect the customer's mission. 
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Table 2. Information to Be Included in Draft Implementation Plans 

The following information should be provided at the Component level. Information by commands 
and bases/installations is not required. 

• For operating accounts, identify major actions to include, at a minimum: 
o Extent of civilian hiring freezes; expected number of temps/terms released; expected 

number, duration, and nature of furloughs. 
o Reductions in flying hours, steaming days, vehicle miles, and other 

operations/training/support activities that affect force readiness. 
o Areas of budgets experiencing disproportionate cuts. 

• For investment accounts: 
o Plans for large programs (ACAT lD and lC, and MAIS programs). 

• Include major changes in unit buys, delays, etc. 
o Significant changes in all joint programs. 

• Identify and prioritize any essential reprogramming actions with offsets. 
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