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UNITED STATES OF AMERICA
MERIT SYSTEMS PROTECTION BOARD

DECLARATION OF ROBERT F. HALE

Personal Background

I, Robert F. Hale, having personal knowledge of the facts contained in this declaration
and being competent to testify to them, hereby state as follows:

1. I currently serve as the Under Secretary of Defense (Comptrollér)fChief Financial
Officer in the United States Department of Defense (“DoD” or “the Department™). I have held
this position since February 2009 following my nomination by President Barack Obama,
confirmation by the Uniied States Senate, and appointment by President Obama.

2. Prior to my appointment, I served as the Executive Director of the American
Society of Military Comptrollers (ASMC), the professional association of Defense financial
managers. As Executive Director, I led the ASMC’s certification program (the Certified Defense
Financial Manager program), and oversaw other training programs, the society’s professional
journal, and the ASMC’s National Professional Development Institute, an annual conference
attracting more than 3,500 participants. Prior to my ASMC tenure, from 1994 to 2001, I served
in the Pentagon as the Assistant Secretary of the Air Force (Financial Management and
Comptroller), where I was responsibie for annual budgets in excess of $§70 billion, efforts to
streamline Air Force financial management, and compliance with the Chief Financial Officers
Act. In addition, from 1982 to 1994, I headed the National Security Division at the
Congressional Budget Office, developing quantitative analyses of major defense budget issues
and testifying frequently before congressional committees, During my career, I was also a

senior fellow and head of the acquisition and grants management group at LMI, a consulting firm
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specializing in service to the Federal government. I also spent 3 years as an active duty officer in
the U.S. Navy and served as a staff analyst and study director at the Center for Naval Analysis.

3 I graduated with honors from Stanford University with a Bachelor of Science
(B.S.) in mathematics and statistics. I also hold a Master’s degree in operations research from
Stanford and a Master of Business Administration (MBA) degree from the George Washington
University. I am a Certified Defense Financial Manager (CDFM). [ am a fellow of the National
Academy of Public Administration and a past member of the Defense Business Board, a high-
leve! Pentagon advisory panel. In addition, I am the recipient of the Department of Defense
Exceptional Public Service Award, the Air Force Distinguished Service Award, and the National
Defense Medal. |

4. In my current position as Under Secretary of Defense (Comptroller), I am the
principal advisor to Secretary of Defense Hagel on all budgetary and fiscal matters, including the
development and execution of DoD’s annual budget of more than $500 billion, which pays for
day-to-day and wartime requirements. As Chief Financial Officer, I also oversee the
Department’s financial policy, financial management systems, and business modernization
efforts. I served in the same capacity for former Secretaries of Defense Panetta and Gates.
Overview of Sequesiration and Its Impact on the Departinent of Defense

5. As the Department’s Comptroller, I have advised both Secretary Hagel and
former Secretary Panetta regarding the Department’s reduced funding levels and the impact of
sequestration on the Department’s budget and the various options, including furloughs, for
addressing such impact. I advised that an administrative furlough was a management tool that

would result in a predictable, recurring amount of money being available for use by the
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Department to contribute to addressing the negative fiscal impacts of sequestration, operating for
a full-year under a continuing resolution, and increasing war requirements.

6. By way of background, the Budget Control Act (BCA) of 2011, which was
enacted in August 2011, provided for a projected $1.2 trillion in automatic spending cuts, if
Congress failed to enact deficit reduction legistation by adopting the recommendations of the
Joint Select Committee on Deficit Reduction by January 15, 2012. The cuts were to be evenly
divided: (1) over a 9-year period beginning in 2013 and ending in 2021, and (2) between defense
spending and discretionary domestic spending. Known as sequestration {(or sequester), the above
process of automatic spending cuts was intended as a means of encouraging compromise on
deficit reduction efforts. When no such compromise was reached, however, the mandatory
budget cuts (including $109 billion in total cuts for fiscal year 2013) were scheduled to go into
effect on January 2, 2013. Passage of the American Taxpayer Relief Act on January 2, 2013,
delayed the mandatory budget cuts until March 1, 2013.

7. As of February 2013, the Department anticipated, absent another postponement or
a compromise, that by the end of the following month, its share of the sequester for fiscal year
2013 would result in an approximate $42 billion reduction in the Department’s total
discretionary budgetary topline (later recalculated by the Office of Management and Budget at
$37 billion) with virtually every budget account in the Department’s budget — including wartime
funding but excluding military personnel accounts — cut by as much as 9 percent.

8. In addition to sequestration, the Department anticipated further budgetary
constraints if the funding levels for the remainder of fiscal year 2013 were to stay in effect at the
then-current funding levels allowed by the continuing resolution (CR). A CR is an

appropriations act that funds specified Federal agencies or the entire Federal government until a

003



DCMA Administrative Record for FY 2013 Furlough Appeals

specified date or for the remainder of the fiscal year when agreement cannot be reached on one
or more of the regular appropriation acts. Typically it proportionally allocates budget authority
into accounts based on amounts appropriated in the prior year appropriations acts. Thus, the lack
of a regular DoD appropriations act for fiscal year 2013 created, among other things, the
additional constraint of having money in the wrong appropriation accounts. Specifically, under .
the then-existing CR, the Department had too many dollars in the investment accounts and too
few dollars in the operation and maintenance (O&M) accounts.

9. Finally, by February 2013 the Department faced costs of wartime operations in excess
of those that were estimated two years carlier when budgets were prepared. At that point we
estimated that we could be short as much as $10 billion in wartime operating costs.

10. These various factors — sequestration, misallocation of funds under the CR,
unexpectedly high wartime costs — all affected the DoD budget, especially the Operation and
Maintenance (O&M) portion of the budget, which funds the costs for many of our civilian
employees. Taken together, these factors left us facing shortfalls of $40 billion or roughly 20

percent of O&M funding for active forces.

Initial Considerations. Regarding the Furlough of Department of Defense Civilian
Emplovees )

11.  Inresponse to sequestration and other shortfails, the DoD determined that if it had
to operate under reduced funding levels for an extended period of time, it would have to consider
furloughs and other actions to ensure it could execute its core mission and to bring its
expenditures down to appropriated levels. As an initial overriding objective, the Department had
to protect the warfighter. This objective meant, however, that there would be larger and more

disproportionate cuts in the Military Departments’ O&M accounts supporting the base budget for
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the active forces and from which most civilian positions are funded. The need to protect
warfighter funds acided to the Department’s O&M problems,

12.  As of late February 2013, the Department had already begun taking many near-
term actions in an attempt to slow spending and avoid more draconian cuts at a later time. Such
actions included severe cutbacks in travel and training conferences; civilian hiring freezes;
layoffs of more than 7,500 temporary and term employees; sharp cutbacks in facilities
maintenance (by as much as 90 percent in the remainder of the year); cutbacks in base
operations;'reduction of the number of aircraft carriers, embarked air wings, and accon;panying
defensive and support ships deployed to the Persian Gulf; reductions in the scope of and period
of performance of contracts; and delay of contracting actions until the next fiscal year. However,
the Department recognized at that time that if sequestration and the CR were to last throughout
fiscal year 2013, many more far_-reaching changes would be required, including cutbacks and
delays in virtually every investment program in the Department (some 2,500 of them) ana the
furlough of civilian personnel.

13.  Asaresult, on February 20, 2013, Secretary of Defense Panetta notified DoD
civilian employees and the Congress about the potential for such furloughs for up to 22 days
(176 hours). As I noted that same day in a DoD Press Briefing on “Civilian Furlough Planning
Efforts,” although the Department would strongly prefer not to impose furloughs, the
Department believed that it had no choice but to do so absent further action by Congress, given
the severe budget constraints outlined above. As [ then stated,

We’re more than 20 percent short in O&M, with 7 months to go, much higher in

some of the services, particularly the Army. Civilian personne] make up a

substantial part of DoD O&M funding. We can’t do reductions in force,

especially at this point in the year. They'd cost us money in this year because of

unused leave and severance pay, so furloughs are really the only way we have to
quickly cut civilian personnel funding,
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14.  During the planning for possible furloughs, the Secretary determined that,
as a matter of policy, there would be only limited exceptions to any furloughs that were
imposed. Exceptions would include civilians directly involved in support of wartime
operations, those needed for protection of life and property, and those involved in a few
programs of particularly high prioﬁty (especially programs directly and significantly
affecting military readiness). Remaining furloughs would be implemented in a fair and
even manner across the breadth of the Department (including the Military Departments).

We estimated that furloughs of 22 days would reduce DoD expenditures by $4 to $5
billion.

15.  On March 21, 2013, Congress passed H.R. 933, the “Consolidated and Further
Continuing Appropriations Act, 2013,” (hereafter referred to as “the Act”™) whic_h, in part,
provided fiscal year 2013 full-year appropriations through September 30, 2013, for various
Federal agencies, including the Department of Defense, and which modified some aspects of
sequestration. Although it retained the overall sequestration spending cuts and their across-the-
board nature, and did not provide sufficient funding to cover the OCO shortfalls, it aligned
funding closer to the fiscal year 2013 budget request for DoD and provided limited transfer
authority to the Department, which is an authority to move money from one account {(e.g.,
Procurement) to another {e.g., O&M) in order to provide some flexibility during budget
execution. In anticipation of thé President’s signing Public Law No. 113-6, on March 21, 2013,
the Department delayed issuance of furlough notices to allow the Department to analyze
carefully the impact of the Act on the Department’s resources. After March 26, 2013, when
President Obama signed.H.R. 933 into law as Public Law No. 113-6, the Department no longer

operated under the CR terms and conditions. This corrected approximately $11 billion of the

6
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shortfall in the Military Departments” base O&M accounts that resulted from operating uhdcr the |
CR at the fiscal year 2012 funding levels and authorized a total of $7.5 billion in general and
special transfer authority_under sections 8005 and 9002, respectively.

16. However, even after enactment of this appropriations legisiation, the Department
still faced an O&M shortfall in excess of $30 billion. In efforts to minimize the adverse effects
of the sequester, and of the overall O&M shortfall, the Department pursued various courses of
action. In addition to the short-term actions mentioned above, the Department imposed far-
reaching cutbacks in training and maintenance. In April the Air Force began shutting down all
flying at 12 combat-coded fighter and bomber squadrons and curtailed exercises, acts that
seriously re;iuced military readiness. By April the Army had already cancelled seven combat
training center rotations — culminating training events that are necessary to ready units for
deployment — and five brigade-level exercises. The Department of the Navy also cut back
steaming days and flying hours across the Navy and Marine Corps. The military services also cut
back funding for weapons maintenance. In addition, the Department of the Navy delayed
deployment of the USS TRUMAN carrier strike group to the Persian Gulf, curtailed the sailing
of the USN'S COMFORT to the United States Southern command area of responsibility, and
cancelled four other ship deployments.

17. By late April these various actions had reduced the estimated O&M shortfall to
about $11 billion, mostly in our wartime budget and mostly in the Army. Faced with a limited
number of options to close this gap, and with uncertainty about the Department’s ability to
identify and gain Congressional acceptance of further budget cuts, on May 14 the Secretary
announced his intention to impose furloughs on civilian personnel rather than making even larger

cuts in training and maintenance that would have further eroded military readiness. Overall, the
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furloughs impacted approximately 650,000 (or about 85%) of the Department’s approximately
767,000 civilian employees paid directly by DoD funds. Rather than the 22 days estimated
earlier, the Secretary reviewed budget projections and decided that furloughs could be limited to
a maximum of 11 days (88 hours). We estimated that furloughs of 11 days would save DoD
about $2 billion, avoiding substantial further cuts in training and maintenance. The Department
began the required “impact and implementation” bargaining with unions and began the procéss

of issuing required notifications to employees and furloughs began during the week of July 8.

Inclusion of Working Capital Fund Emplovees

18.  On June 21, 2013, a bipartisan group of 31 Members of Congress sent a letter to
the Secretary of Defense expressing “concern about the determination that civilian workers at
entities funded through Defense Working Capital funds are subject to furlough.” Specifically,
the members inquired as to the legality of furloughing civilians in these funds in light of
section 129 of title 10 of the United States Code.

19.  OnlJuly 5, 2013, acting based on the Advice of the DoD Office of General
Counsel, I responded on behalf of Secretary Hagel. In my letter, which is attached hereto as
Attachment 1, I noted that the short-term furlough directed by the Department of Defense does
not contradict any of the various prohibitions which are set forth in section 129. As I further
explained, to the contrary,

Section 129 directs the Department to manage our civilian workforce based on

workload and on the “funds made available to the department for such fiscal

year.” The $37 billion reduction levied on the Department by sequestration is a

major cause of these furloughs, and therefore our actions satisfy the requirements

of section 129. Indeed, section 129 directs the Department to manage our civilian

workforce based on workload and funding,.

As for your cost concerns, furloughs of all DoD civilians will save about $2
billion in fiscal year 2013, including more than $500 million associated with
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reduced personnel costs in working capital fund activities. These working capital

fund personnel savings provide us the flexibility to adjust maintenance funding
- downward to meet higher-priority needs. The Air Force, for example, currently

expects to reduce funded orders in their working capital funds by about $700

million to meet higher-priority needs while the Army expects to reduce orders by

$500 million.

See Attachment 1.

20.  Having imposed furloughs, the Department undertook extensive efforts to identify
budget changes that would close the remaining gap and, if possible, reduce cutbacks in training
and impose fewer furlough days. In mid-May the Debartment prepared and submitted two
Omnibus reprogramming requests that sought permission from the congressional defense
comumittees to move funds totaling about $9.6 billion from lower priority budget lines to higher
priority budget lines. When the congressional committees did not approve all of the Ommibus
reprogramming requests, the Department submitted two additional reprogramming actions on
July 22, 2013, that included about $1 billion of replacement sources for those sources that one or
more of the committees had denied or deferred. These reprogrammings moved furlough savings
and funds for lower-priority activities to areas of highest budgetary need. The law limits the
amount of funds that can be transferred annually under reprogrammings, and these two
reprogramming actions used almost all of DoD’s transfer authority for FY 2013. Second,
pursuant to existing authorities, the Department transferred responsibilities for some specific
programs and missions from one Department of Defense component to another and used other
available means to realiocate the financial burden for supporting the warfighter. For example, on
July 15, 2013, pursuant to section 165(c) of title 10 of the United States Code, the Deputy
Secretary of Defense assigned to the Secretary of the Navy the responsibility for providing up to
$450 million for support to U.S. Forces in Afghanistan that previously had been the

responsibility of the Army under the Logistics Civil Augmentation Program (LOGCAP). The
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Navy ultimately provided $310 million for the support to U.S. Forces in Afghanistan using the
Army’s LOGCAP contract. On July 15, 2013, pursnant to section 2571(b) of title 10 of the
United States Code, the Deputy Secretary also directed the Director for the Defense Logistics
Agency to reduce the standard prices for jet and ground fuel procured under the authority of
section 2208 of title 10 of the United States Code and provided to DoD customers in connection
with military operations conducted in Afghanistan, retroactive to March 1, 2013 (to coincide
with the President’s sequestration order). This effectively tapped funds available to the Defense
Logistics Agency to support the warfighting costs that would otherwise have been borne by the
military departments.
The Furlough Qutcome
2]1.  Since Congress approved most of the Department’s large reprogramming requests
that were submitted in mid-May and late-July, giving the Deﬁartment flexibility to move funds
. across accounts, together with the facts that the Military Departments were aggressive in
identifying ways to hold down costs, and that the Department was able to transfer some
responsibilities for funding specific programs and missions using existing authorities, the
Department was successful in shifting savings (including furlough savings) to meet its highest
priority needs. As a result, the Department was able to close the remaining budgetary gap and
abide by legally binding spending caps. DoD was also able to accomplish two high-priority
~goals: a reduction in furlough days, and modest improvements in training and readiness.
Specifically, DoD was able to reduce furloughs from a maximum of 11 days to 6 days (48 hours)

for most DoD civilian employees,

I certify under penalty of perjury that the foregoing is true and correct.

10
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Dated: September 16, 2013 W ? #&/é

Robert F. Hale

1
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UNDER SECRETARY OF DEFENSE

1100 DEFENSE PENTAGON
WASHINGTON, DC 20301-1 100

JUL -5 2013

COMPTROLLER

The Honorabie Derek Kilimer
U.8. House of Representatives
Washingtor, DC 20515

Dear Congressman Kilmer:

Thank you for your letter of June 21, 2013 concerning the furlough of working capital
fund civilians of the Department of Defense (DoD). Secretary of Defense Hagel asked me to
respond on his behalf. I can say in summary that in FY 2013 DoD faced a budget cut of $37
billion caused by sequestration, in addition to shortfalls in wartime funding. The Department
does not want to furlough any of its valued civilian employees but must do so to help meet these
budgetary shortfalls. Furloughs of civilians at working capital fund activities are legal and result
in personnel cost savings.

Secretary Hagel regrets having to furlough any DoD civilian employees, whether they
serve in the Department’s working capital fund activities or elsewhere. Unfortunately, in FY
2013 DoD faces a large shortfall in our operating budgets both because of sequestration and a
lack of funds to meet all our wartime operating requirements, The Department has taken many
steps to close this shortfall including sharp cuts in facilities maintenance, hiring freezes, and
layoffs of temporary and term employees. DoD has asked Congress to let us “reprogram™ or
move money from our investment accounts into operating accounts to help pay DoD’s wartime
bills, though our Congressional Committees have not yet approved a significant part of that
request. The Department has also cut back sharply on iraining and maintenance, actions that
have led to serious damage to our readiness. Finally, and reluctantly, DoD has imposed
furloughs for up to 11 days on most of its civilian employees.

You requested the Department’s views on the legality of furloughing civilians in working
capital fund activities, in particular with respect to section 129 of title 10, United States Code.
The Department believes short-term furloughs of working capital fund civilians ~ who are
indirectly funded Government employees -- are. permissible under that statute. Indirectly funded
Government employees may not be subjected to constraints or limitations based on the number
of such personnel who may be employed on the last day of a fiscal year, and may not be
managed on the basis of man years, end strength, full-time equivalent positions, or maximum
number of employees. They also may not be controlled under any policy of a Military
Department Secretary with respect to civilian manpower resources. A short-term furlough
directed by the Secretary of Defense does not contradict these prohibitions., Further, Section 129
directs the Department to manage our civilian workforce based on workioad and on the “funds
made available to the department for such fiscal year”. The $37 billion reduction levied on the
Department by sequestration is a major cause of these furloughs, and therefore our actions satisfy
the requirements of section 129. Indeed, section 129 directs the Department to manage our
civilian workforce based on workload and funding.

012



DCMA Administrative Record for FY 2013 Furlough Appeals

As for your cost concerns, furloughs for all DoD civilians will save about $2 billion in
FY 2013, including more than $500 million associated with reduced personnel costs in working
capital fund activities. These working capital fund personnel savings provide us the flexibility to
adjust maintenance funding downward to meet higher-priority needs. The Air Force, for
example, currently expects to reduce funded orders in their working capital funds by about $700
million to meet higher-priority needs while the Army expects to reduce orders by $500 miilion.
Because Congress has not yet approved about $2.5 billion of our reprogramming request as of
the date of this letter, it is unfortunately possible that these maintenance cutbacks may have to be
increased.

The Secretary and the Department appreciate and share your concerns for the efficiency -
of our operations, the welfare of our civilian employees, and the impact of furloughs on our
defense communities. The Department is also seriously concerned with the adverse effects on
readiness caused by cutbacks in training and maintenance. The best way for Congress to address
all these concerns to is to pass a balanced deficit reduction plan that the President can sign and
then repeal sequestration.

An identical letter is being provided to the other signatories to your letter.

Sincerely,

(orloit 7 Hele

Robert F. Hale
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do evarything possible lo aveld imposing furloughs sgain next year. The secretary and all of ua wanl to thank our civilan workers for their patlence and
dedication during these extracrdinarily tough times. Qur dedicated civilian omployees make & mejor corrribution 1o nstional securty. And we all ook forward
to one day putting this ditficult pedod behind us.

And with that, Il stop and we would ba gled to entertain your quastions.
FACILYTATOR: If 1.coutd and if it doasn't upsel anybody, we'va got tima {o fake everybody's quastions, | think, just to make it aasy, fwe start with

Tony and just went down tha front row and then go Lo the second row and ga down, we can gel everyboady’'s Questions. If you dom't have one or it'a been
passed, you just pass, okey?

@ Twa questions, One, roughly it's about $1 billion In savings you found. And can you expiain how you found it from the relragrada of squipment in
Afghanistar? In Engfish, explaln what that means.

SENIOR DEFENSE OFFICIAL: Wall, yeah, we wont from $2 biltan in savings, right, Tony, 1o -fmm furioughs fo about $1 billion. | mean, there are
lots of ways that we accompfished that and the training increases, but lat me addrsas the Question you

Thera's & number of pieces of aquipment in Afghanistan that we dantify thal we're not going i hava to move in fisca!' £3. 1! doesn't mean at soma
fulure paint soma of them will rot need to come home, but that ia what led ba the containers from the Ammy Lo reduce what's catied second destination
transporiation.

@: Roughly haw much was that of the bilien?

SENIOR DEFENSE QFFICIAL: Thal's about a biflion dollars thal thay won't need in fiscal ‘1§ for second destination transportation,
G Okay, thartks.

@: But they will need it in fiscal'14?

SENIOR DEFENSE OFFICIAL: Poasb?y | maan, it's a fluid situation. And we'llba maldng assessments of cost-benefi! analysas of what to bring
home that's possitde.

Q: Sorry, that wasn't my question.
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SENIOR DEFENSE OFFICLAL: Okay. That counts. {Laughter.} No.

Q' Yeah. Canyouw — can you just give Lis 2ort of like a couple of the, lke, higher profile or more in E glish-y kind of axpl ion of the reprog ing
raquests? Like can wa — that we can point to 83 speciiic things that have madg this changa possible?

SEN!OR DEFENSE QFFICIAL: It tutabd 3956 buIHurL i} pﬁmanly moved mensy from our acquisifion accounts, and thers, thare were about 200

- programs that hed varying sizea of reductions, had been dalayad, Scometimes we fust made a decision that was lower priorily. And
mos! of the meneay got moved info ow uperabng accounts, principaky tha conlingency oparation funds and principaliy the Army, which had the
biggest shentfalls. Does that help?

Q: So — s money was reprogrammad from other areas into - primarily inlo thass two accoun!s? And that was tha savings that allowed....

SENIOR DEFENSE QFFICIAL: It was part of it | mean, you know, we did 2 lol of different things. It reminds me of pouring water and milk in the glass
at =ome time and when it overflows blaming the milk. 1 mean, [ ¢an't pick ona thing. There wera a whole series of actions we toak, finding reduced coas,
Reprogramming was very important. And we are &lso abla 1o shift around some other funding from the Navy, some lowaer priority Nevy programs into the
Army. S0 it's a bunch of different things.

And it wasn't just furkrugh days. Wa brought back some training.
Q: Oh, ckay.

. SEMIOR DEFENSE OFFICIAL: The Air Force, as | sald, is flying g1l ite combat - its squadrons again, though it will take them months to catch up from
a threg-month sland-down + of ot flying, amd the Ammy has mede some small increases in fralning of abow six brigade combat teams.

@ Its groat hat you're able to do this, but there are geing to be scme paopla who say, wall, you know, thay cried wolf, basically. They exaggerated
tha extent of the problem and now thay've -- you know, they've fored . How cio y0u respond to that?

SEN!DR DEFENSE OFFICIAL: Wall, | raspond by going back lhvee months 650 and saying we faced enomnous uncerlainty, | think as great as | can
remember any tma in {he defense budgat. And at that paint, we were shord $11 billon. Moat of it was OCO funding. And | gol to el you, you know, i was
ona of the things you wake up and night and you go, how am | going 1o maka this wark? Or how's the department going to meke thiz work?

. Wa didn'l know. | mean, we knew — tha reprogramming wes there, bul it's not a guaranles. These are single commitles vetaitems. And we didnt get
all afit. We didrft &now about soma of tha things like identifying funding we wouldn't need for transpontation costa. The Alr Force found some reductions In
weapon3 system susteinment. W ars able, 83 | manticned, to mova some lower priority Havy money Lo areas we needed i more.

S0 there were B whola bunch of things that broke in cur faver, but three months aga, with $114 billion shor, | donl think we had a lot of choice, unlass
wa wera willing to cut more training and mainlanance. And we fell that we hadi done that as much as wa shoukd.

But | hear your point. And, you know, hindsight — there's a old saying in the budget workd that time is the best budgset analyst. If you wait longer, you'll
know more. Arkd we do know more than wa did three monlhs 8go.

2 Just maybe one quick sort of question on the numbers. The buying back tha fulough days is going to cost about ~ is it $900 million —~

SENIOR DEFENSE OFFICIAL: Yaah, sbout -- aliitla Je35 than $1 billior. We ware going 1o save about $2 bitiion with 11 days. tl ba a litlle more
than $1 billion with six.

Q: Sothwe's lhat And then how much in some of the other changes for tha Air Force combal flying and the Army -- 30 whal's -- ¢ar you give ua sorl
of a broad ictal of the amount savings?

SENIOR DEFENSE GFFICIAL: Yout krwow, it's probahly anolher half-billion or 80 for lralning, around $400 milllon in tha Alr Foree, and | don'l have a8
pracisa number for the Army, bul — but probably around $4 Billion in buying back furkough days and then soma — perhaps $500 million of added cosls
associated wilh buymg back seme {rakning.

I So - ckay. And then overall, then, 1hat's like $1.5 billion or semathing that in racent weeks you've baen abla ta find. And was some of that
idantified, would you say, 83 8 result of, you know, all the services looking for money or everyona looking for monay? And have you kind of coma — do you
IRink your'ra nearing kind of the end of al] thosa litla types of savings you can find? Or la this somelhing you can do again and again and again, as next year
dawns?

SENIOR DEFENSE QFFICIAL: So, remember, wa started %11 billion in the hele ihree menths ago. We had ta find that, pius a liltle more to allow us 10
maka some of these restorals, And as Mve sald, it came through a variaty of factors, reprogramming, identifying some casis we could eilher put off or, in some
casas, 6o without, put off in the case of 4 second deslination transportation, and some eggrassive moving money around of some Maring Corps monoay, for
axample, into the Army.

Al of those got us Lo that paint. |9 there mera? Wall, probably a liltks bit, bt | suspect that we'va largely — you know, we've largely coma to the end of
tha rops. | mean, somelimes towand the end of the year, there will abvays be same fallout, but we feel at this point we're confidant we can gat dawn to six, but

six is whare it's going o 510D,

Q: Well, I guess, just to maka my — | want to be cear. As you logk ahead ko naxl year, | mearn, with that whole $54 billion, have you sort of done all
Iha littla whiltling you can? Or can you just da it all over again?

SENIOR DEFENSE OFFICIAL Oh, thera will be - thera's ahways — it probably doesn't sound good [inaudible] 1o say wiggling, bui there are always

changes that go on. And, ves, there will be agaln next year, especislly when you'ra in lhe middle of A war. | mean, we pul fegether the budget we're geing fo
start executing on Oclober 451 more than a year aga. And then there will - there @re uncerteinties and thare will be changes.

And, of coursa, looking forwad Lo next year, wa dont really have arry idea righl now what's going o ba approprialed. | mean, if wa — if we go with the
saquegtar-lavel caps, wo're gaing 16 bo down $52 billion from the president's requast.

0: Two kinds of granular-laval questions, first for defenze official two. Does this maan that DODEA schools are not going to be furloughed?

SENIOR DEFENSE OFFICIAL: So DODEA schools have saveral different categories. They have f2-monlh employees thal will ba furboughed. And
then had the {D-month employees, those that are the educators and Lhe suppart staff. So thay ware 1o be furloughed five days at the begrnnlng of ihe next
schoal year, which would hava slill baen in fiscal'13.

Wo have decided to exernpl them from furkough, and so thair gchool years will ster on time, and then the leachars and Lhe support staff Lhat wera
inilially geing to ba furdoughed are now not going to be furbughed.

Q: Okay. And —thanks. The second question, defense official one, you mentioned somehow the Navy had given seme money Lo the Army or —~ does
that -- dous that happen normally? And how — [ mean, its nice of them. How did they do it?

SENIOR DEFENSE QFFICIAL: Well, in [hat case, they paid a blll thal they had the legal authority to pay, one of the QCO bills for LOGCAR, | wouldnt
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say its routing, but these are not routina imes. And wa've had to lock acroas the depariment and iy to make some shifls in order to gal through this vear.
Q: How much waa it?
SENIOR DEFENSE OFFICLIAL: X was about $300 milion, ¥ | recalf.
Q: So they just wrete a check for the Amy, so -

SENIOR DEFENSE OFFICIAL: Wall, they Jus! paid a bill that they had the legal authority ta pay, or the secretary directed them 10 pay a bill thay had
fogal autharity to pay.

Q: Okay.

Q: My first question for senior defense official humber twa, Given that we'rs Just less than two months st from fiscal *14, what contingency plans are
youmeking i tarms of chviflan woridorce, efther furleugh, reductions in force, et cetera, for fiscal 14 if sequestration does ocour?

SENIOR DEFENSE OFFICIAL: Well, |~ youimow, I'm going lo reilerals what — what defansa official number ona aaid, that thesa ane hugely
uneariain times. | maean, the deapartmant's not gone thiough thia before. . And | also reiterate what Secretary Hagel says, thet wa will try to avoid furoughs as
mLich as wo possibly can next year, ) )

But we havan't received our budget. We don't know what we face going into '14. And wa'ra going to have to make pians based upon that number. But
right now, we're really 9oing to work to avold a furlough.

Q; And how about a reduction in force?

SENIOR DEFENSE OFFICLIAL: | think every - you know, averything s on the table. And that can polentiafly be on ihe table, shouid i ba needad.
And reduction In foroe £ not somelhing that we tum on and tum off. It can — wa've done reduction in fonces within the fast year, and it has nothing to da with
sequesirglion. |t has something 1o do with shaping the farce as it is neaded. 5o ir's potentlally net a3 widespread, but it i3 done as a shaping tool.

Q: And ne planning undenwey at this point?

SENIOR DEFENSE QFFICIAL: Right now, everything is on tha table.

C: Okay. Question for sanior defense official rumber ona. Unce we're past fiscal *13, (s there going to be — do you have any pfan on producing any
sort of — any after-action report on how it achieved the $37 billon cut? Because from the outside, frankly, it Iooks rather mysiatous,

SENIOR DEFENSE OFFICIAL; Woll, | mean, we will, in the sansa that you'll 306 a budget next year that has an aclual in il. And it's a good point that
wa Mayba nead ta be helpfl. About 20 — | can give you some fough klaas — about 520 bilion came out of the operalions and maintenance sceounts. The
other $17 billion came oul of our invesiment accounts. We talked alkat ebout them, but virtually every one of our Ine Hems wes cut 8 percont, and just the
whole amay of changes et got made {o accommadate those, But | hear your — in our spare time, wa probably cwe you some help 1o undarstand how we got
there.

Q. S0 youwii provide —

SENIOR DEFENSE OFFICIAL: Let me - Jat ma {aka that one. nnconceméd—lmem.wahmdng.mmug‘wnrmLanemnnwswnﬂ‘badmwe
try 1o gat & rew budgat for 14 potentially. |hopa not, but potentially, and a5 well ga budgets for the out-years.

Q: 1 guass my only question would be, 50 these furfoughs end this week or Rext week? 'l have to— -
SENIOR DEFENSE QFFICIAL: For most emplayaas, By will end nex! week
Q: Do you have a number?
force that was furloughed was furloughed in that manner,
Q: Okay, '
Q: Senior official two, 'm sy, can | ask about schocls egain?
SENICR DEFENSE OFFICIAL: Yes.
O To go through — &re you Saying fc - na furfoughs now for any school persormel? What's the situation?

SENIOR DEFENSE QFFICIAL: So thera was a group of individuals, educetors and support staff that wace going to be fudaughed for five furlough
days &t lhe beginning of the nexi school year, which would start at the end of August 2013, So they were going ta have five furiough days betwean Augus!
and Septamber of 2013, which would ba the '$3-14 schoo] year. Those individuals will not recalve any furjough days, The sthoa! year will start and end

without fudough days.
Q; Qkay.

SENIQR DEFENSE OFFICIAL: Well, lel ma sgy, the achool yeer for fiscal year '13 will nat ha{re any furfough days. Wea are really Irving nat to furlough
in fiscal year “14, but we haven't recaived a budget yel,

Q: Il pass.

&: First of o, | really like the milk-waterthing. (Laughter.). I wish it was o the record. Anyway, my real quastion, | may have missed it et the fop, but
geSSDGmIIIon transfar or tha biil that the Navy paid, are thare other bils iike that, that ailher the Navy or anolher sefvice paid, say, on behalf of the Amiy?
r...

SENIOR DEFENSE OFFICIAL: Mo athar services. Wa were able to transfer some monaey — fuel funds by kawaring fue! prices that would have come
wut of tha working capial fund, but 1 don't beligve tharg are any other service bifls,

Q: So only that one — $300 million HRI7?

SENICOR DEFENSE OFFICIAL: It's schually the Marine Corps, but n the Depariment of lhe Navy, it's Marine Corpa,

016
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Q: Qkay.

Q: For defensa official number one, you talk sbout uncartainty in fiscal ‘14, How helpful would it be 10 know what post-2014 troop numbers ara in
Afghanistan for you guys?

SENIOR DEFENSE OFFICIAL: Wall, | think that one — there are bigger issuas there than budget. Cerainly at some point we're going ta nead to know
thal in order to do a fiscal 15 budgel, but we're niof & — | think the iming of those dapends more — of is more important than we knaw it in order to —ta
axactle a responsible drawdown than & is for the budget.

Q: Queslion for senfor defense official one. You menticnaed soma of the meney was moved using legal authorities given to DO to shifl funds arourd.
Thera's baen some criticism that the Pentagon hasn't fully taken advantage of some of these — thess atthorities whils, on the seme hand, arguing for more
fledbility in spending of these funds, | guess what | wanted 16 ask you is, i this move sort of a precursor o using more of these authoritios as — move of
thesa aulhoritias aven more, &5 the number crunch kind of contiruas?

SENIQR DEFENSE QFFICIAL. Woel, our authaitles are prelty limited, frankly, and nommally we Jon't do shifts of that sort, because Lha olber services
planned on that funding and how to use it, but thesa ware extraordinary times. if wa face exiraordinary tines again next year, wa'll probably look at averything
we can legally do.

| realize the issue of flexibility has been ralksed, but Im trying to think of spacific concams that have been raised that we weren't using flaxibifity that we
had,

0Q; Did you think thal — yeah, there were — thare were 5oma areas, particularly in — I think it was in O&M that — that Congress had leglstated and Lhat
DOD hadn't fully exercised.

SENIDR DEFENSE OFFICIAL: Yaah, | mean, | think we did. We got a budget from Lhem in March, which helped a lt, becausa wa gol the monay in
the right pots, but it didn't add any money, but it would — things would have baen much worse without thal, 50 that was helpful. We certainly made ful use of
that

So I' not sure - not sure of the specifics, but, you knaw, we will look again next year. Lel's hope naxt year is more stable, but if it’s Aot then we will
lovk at everylhing we can do to iry to carry out what was our goal throughout this, and that is to minimiza the adverse effects on our mission. Evarylhung we
did was with that In mind, mcludlng tha modast buybacks of training and the - and the reductions in fudcugh days.

Q: Ara there arry others that are being exempled because of this change?

SENIOR DEFENSE OFFICIAL: No, just the teachers, well the teachers and support steff
: Right,

Q: Ona minor gna. Has anybody —

SENIQR DEFENSE OFFICIAL: 1don't know how many teachers, | can take i for the record,
SENIOR DEFENSE OFFICIAL: Let me gel back to you with the number about it.
FACILITATOR: A coupla more minutes.

Q. | know some peopie could take ke a week or lake all - has anyone taker mora six days?
SENIOR DEFENSE OFFICIAL: There is polantial

SENIOR DEFENSE QOFFICIAL: Wo dont know.

SENIOR DEFENSE QFFICIAL: Thatl | don't know.

Q: Could be?

SENIOR DEFENSE OFFICIAL: Pandon ma?

 That could have happenad, if you had the authority o...

SENIOR DEFENSE.OFFICIAL; It could have happened, yes.

SENIOR DEFENSE OFFICIAL: I'm pleasaed lo say we didn’l manage this from hara.

: No. but | would assuma thay would just get their money back.

SENIQR DEFENSE OFFIGLAL: Well, we're working Ihrough that issue,

SENIOR DEFENSE oFFIcI;*\L: I'm sure we'll hear about it

Q Swre. (Laughter.)

Q: How would you characteriza the impact of the furltughs on the department? Do you sea any (asting repercussions?

SENIOR DEFENSE OFFICIAL: You want Io go ahead and I'll follow?

SENIOR DEFENSE OFFICIAL: 1would tell you ihat this was one of the hardest things wa ever had to do. And - and | can't emphasize enough the
uncertainty of the world that we'ra living in ight now. And | also can't emphasize enough the quality and the professionalism and the dedication of aur civilian
empioyoes. | mean, thay — they really ara the glue that holds us together. | mean, they're here all the time dairg their job.

So their morale has draslically been affecled. And not only thal, the produclivity of the work that thay do has bean affected. All seross the board — and
i you were hera far the first ime we had a press conferance, what | said wa3 that 80 -- abovt 85 percent of our civilian workforee works putside of this nationat
capial region. S0 s nod just a Washington, D.C., phenomenon. This is a woridwide phancmendn, how it affects the totet Dapatment of Defanse, whethar
it's in our depols of whelher IU's i shipbuilding or whether it's people that process promotions of peopla whe wark in cur hospitals. It is across the board.

And it's bean devastaling for our civillan employeas, and [t's been very hard for tha servicemember who relies on five days a waek, of work from thesa
paople.
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SENIOR DEFENSE OFFICIAL: Let me give you & Coupla of examples. |t slowed work at dopals, which is going to meen we'va got malmenance that
didn't get accomplishied, going Lo get pushed off until naxt year. I'm worried aboet our cor g officials having anough time to gat all ihose funds cbligated-
= | think they will, and we will - wi will go back ta normal overtime rutes after the furiough is over. it has cortsinly edvarsely affected financial management
and how many pmple argn't getling the raperta done on tims. We've mhssed some deadiinas at DFAS becausa we didn't have the peopla fo da 2. Qur call
cearter times &re growing in DFAS. When paople ask about thelr pay, they're having to wai langer. All of thesa things, 1 think, afe tangmls signs thet thes
recuced our productivity, | think, significanbly.

FACILITATOR: Time for one mere...
Q. The billion dofiars —tha bulk of the furlough buyback was from the Army's decision on the secork destination transportation?

SENIOR DEFENSE OFFICIAL: You dont Ike my water and mik, do you? I mean, look at it that way, but them arel;\molebmafcllw things tha
conributs to the plug side &nd a bunch to the minus side, as well. If's hard to pick one and say that that's what caussd it

Q: You said a bilion dollars?

SENIOR DEFENSE OFFICIAL Yes, | mean, thay're about the same size, sa | suppass, but — but, Teny, we made a lot of — found a number of ways
to save funds and a number of ways we wanled to spend money. And R's hard for ma to pick ane and match { up.

Q: ma!moneafﬂmmslmlogodas. though, ls that corract?
SENIOR DEFENSE OFFICIAL: Itwas a significat savings.
Q: Thank you.
SENIOR DEFENSE OFFICIAL: The reprogram was probably the biggest single thing.
FACILITATOR: Well, thank you, again, for shar notice and the interest ini this {opic, but we have 10 get at kaast one of our officials off to 8 mesting cight

now, Sothenks again If you gol additional quastions, you should have the secretery’s stelament. You have the memao going cut to the dapartment And
wia're happy (0 take questions in the press office.
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Secretary Of Defanse Chuck Hagel's Message on Reducing Chvilian Furdcuaghs

Today in DoD
_Hews Reieoses . When | annouwiced my decision on May 14 ta impose furloughs of up {0 11 days on civilian empicyesas 1o halp tosa the budget gap caused by
PmssAdvimnes trafion, 1 also said we wouki do everything possible 10 find the monay to reduca furkwgh days for our people. With the end of the fiscal year nex

month rnanagars across the Dol) are meking final decisions nacessary ta eneure wa make the $37 biliilon spanding cuts mandated by sequestration, while
also doing everything possible to Imm damags to militery readiness and our workforce, YWe are joined in this regard by managers in non-defensa agencies
who are alsc working to dala tion culs whila minimizing mission damage. As part of that effort at Ihe Departmaont of Defense, I am
anneuncing today thal, thanks to the DoD's efforts io {dantify savings and help from Congress, we will reduce the tolal numbers of furfough days for DoD
civiian amployees frem 11 to six.

_Imagery Archive

" Highlights
,:Dwg“s", : : When sequesiretion took effect on March 1, DaD faced shortfalls of more than $30 billion in its budget for day-o-day operating costs bacguse of
w;éi{ﬁ&?&} -------- - sequestration and problems with wertime funding. Al thal point wa faced ihe very real possbillity of unpaid furloughs for civilizn employeas of up fo 22 days.
Dol Info As early ag January, DoD leaders began making peinful and far reaching changas 1o close this shorifall: civillan hiring freaz as, layoffs of temporary
---- Post ajid €~ workers, significant cuts in facilfies maintenance, and more, We alse sharply Cut iraining and malnlenance, The Ak Forca slopped fiying in many squadrons,
Transfernbility the Navy kept ships in port, and the Amy cencelled fraining events. These eclions have saficusly reduced mitftary readinass.
Cemmunity
Relations ) By early May, éven after taking thase steps, we 8till feced day-to-day budgetary shorfalls of $11 billion, At that paint | decided that culting any desper
su{\_s_"g._stzlpu ... into traming and melntenance would jeapardize our cora readinass mission and national secwity, which is why | anncunced fudoughs of 11 days.
_ Recovery Act A
Site Map Hoeping to be able to reduce fl.:rk:ughs o &h‘nmsd alarge repmg'a'nmlng propesal to Cong'ess in May, asking them o lot ug move funds from
: acquisition accounts inle day-to-day op g accounts. Cong PP 3 most of this request in fata July, and we are working with them Lo meet
remaining needs. We are also fencing lass than pected costs in some areas, such as transportalion oraquvm'lant out of Afghanistan. Where

necessary, we have [zken aggressive action to tranafer funds amang services and agencies. And the furloughs have saved us money,

As a rasult of thesa managament inifialives, reduced costs, and reprogramming from Congress, wa have determined that wa can make some
improvements ir: iraffing and readiness and 5t meet the seguesiration cuts. Tha A Force has begun fiying again in key squadrons, tha Army has increased
funding for crganizationzl iraining al selected unils, and the Havy has restariad some maintenance and ordared deploymenta that otherwise would not have
happened. Whila we are still depending on furlough savings, wa will be abla to make up our budgatary shartfall in this fiscal year with fewer hurlough days than
Initially announced.

This has bagn ona of the most volatike and uncertain budgat cyclas the Deparu'nam of Defense has ever axparanced. Qur fiscal plamning has been
conducted under a cloud of uncertainty wilk the impasition of seq ging rules as Congrass made ad) ts ta our spending authorities.

As wn loak ahead to fiscal year 2014, less than two months eway, the Depariment of Defense slill faces mgjor fiscel challengas, If Congress does not
changa tha Budget Conlro! Act, DoD will ba foreed to cul an additional $52 billion in F¥ 2014, starting on Oclober 1. This rapressnts 40 perceni mons than this
yoar's sequaster-mandstad culs of $37 bilion. Facing this uncerainty, | cannot be sure what will happen nexd year, but | want kg assure our civilian émplayaas
that wae will do overything possibk to avoid mona furloughs.

$want to thank our cvilizn woskers for Ihair patience and dedication dwing thase extracvdinarily tough timas, and for lheir continuad servica and
devolion to our depariment and our country. | know how difficult this has baen for all of you end your families, Your contribution to naticnal security is
invaluable, arkd 1 icok forward to one day putling this difficull period behind us. Thank you and God Bless you end your families.

Secrelary Hagel's Memerandum can be viewed at: httoffwsw.defense gowhomefieaiures2013idoesiB0B13 Furjouah_Reductions pdf
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DCMA Furough Guidance
Welcome to the DCMA Furlough Guldancae Webpags.

DCMA has aestablished this Furlough Planning web page to ensure all DCMA employess have acoess to information related to Lha 2013 Administrative Furlough. This web
page is dedicated to answering your questions and addressing your concems,

DCMA has been directed ta conduct a furlough. We have provided information and links on this web page Lhat may answer your questions as you plan for your furdough, We
will corlinuato update th1s page as information is received, For any questions that cannot be answerad via Lhasa sitas, you are encouraged to sand your questions o

furlough & dema.mil.

The Defensa Depariment has revised from 14 to 11 the numbar of days civitian ampleyees are to be furoughed this year due to the budgst sequester. Employess will be
discontinuously furkoughed na earlier than July 8, 2013 Lhmugh the end of the fiscal year.

Important New Informatlen:

Asslstant Secrelary of Delense, Aeadinees and Force Management, F. Vollrath, provided in a memorandum dated June 28, 2013, “On furiough days, furloughed civilians are
not authorizad to parform official duties at their parmanant or temporary duty station, at home, or at an atemate site, including communicating by BlackBamy or ather mobile
device. In addiion, chvilian personnel subject to furlowgh shall not be required to work bayond their regularty scheduled and compansated times on non-furfough days to make
up for work lost as a result of furiough, nor shall employees in pey status perform work beyond their regulary scheduled hore to compensate for workdoad/productivity loas of
those who are in furdough status,” The memorandum is posted below under “Additional Documentation.”™

It is important o note that DCMA continues to maintain flexible and comprassed work sehedules during Lhe 2013 furlough period, therafora fudough times may be calculated
in iermns of hours rather Lhan days. In Lhese cases, the provislon above refers to fufough houra.

Director's Maseages:

g<_1 ted Furlough Message ]d-M 3-13 {Sacralary Hagel's message on Furdoughs includad)
[gg.@‘s Fyrgugh Mggﬁgg G-May-1
3 B t. P, -
Ail-Hang_a Budget 15-Fg§-1§

DCMA Speclfic information:

DCMA empkayess have askad the questions proviced in the attached--similar questions hava been grouped together. Additional questions and answers will be posted dally. |
DCMaA Frequenily Asked Questions {22-May-13

Process Covering Potential for Administrative Furdough for FY 2013 (Between DCMA & AFGE)}
Amendment (30-May-13)

Employee Aesources Related to Furlough: HEW!
2013 Furlough Resourcss

Supporiing Documentation:

USD Comptrolier M Butigetary Lin in -May-13
ECDEF Furl Mam 14-May-1
SE F h SD Empl Mzg {14- =13
usD {rolier yestration Imph ion Guid, 5-Mar-1
White House Seguesiration Order (1.Mar-13)
MB M. nee of trati r {1-flar-1

ECDEF i arnors (1-Mar-1
= a Pla i

Ungartainty with Be

u] E F Memo Handling Bu ngertainty in FY 2013 {10-Jan-1{
OMB Mem & esponsibliities for Implementation of Potential Joint Committ ueslration {27-Feb-12

Notice to Congrass and DoD Emplovess {20-Fab-13)

SECOEF Memao Implications of Ongeing Fiscal Cliff (20-Dec-12)
Budget Control Act of 2011

Amarican Taxpayer Raliaf Acl of 2012

ASD Memo Total Fores Management and Budgstary Unceralnty (21-Feb-1Y
SECDEF Msmo Prapamtions for Potential Sequastration on March 1 and Furlough Natifications {20-Feb-13

Additional Documerms:

Civilian Furloughs and Total Force Managament (28-iun-13} NEW!
Merit Systems Profection Board Appeat Form (MSPE Form 1851
Guidancs for LWOP during Administrative Furlough

Employee Handgut - Furough 18-May-13

TSP Furipugh Fact Sheet

Hagel | Memo Cirecting Preparations for Civilian Furoughs (14-May-13
BoD Administrative Furough Q84 (2-May-13)

EAPMorklifedYou Furough Information

EaPMWarklifed You Budget Guida

EAP/WarklifedYou Ways 1o Save Monay

Seguestration and LQA

Sequestration and TSP
OPM Guidance — Addandum {Overtime and Credit Hours — Administrative Furlaugh, 20-Feb-13)

OPM Guidance — Addendum 2 {Leave Accrual and Retirement Annuity Benefits - Administrative Furlough, 26-Fab-13)

OPM Guidance — Addendum 3 (Travel Expenses — Administrative Furlough, 27-Feb-13)

DFM Guidance - Addendurn 4 (Details, LWOP, Unemploymant Compensation and Collective Bargalning Obligations, {5-Mar-13)
OPM Guidance — Addendum & (Guidance on various toplcs, 25-Apr-13}

OFM Guidance — Addeftdum 6 {Fedaral Employees' Group Life Insurance Progrant — Administrative Furlough, 23-May-13)

hitp:/fwww.dema.mil/furlough/ 71%%013
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OPM Guldance - Addendum 7 (Trave! Time as Hours of Work, 10-Jun-13)

Additional Links:

OPM Furlough Guidance

DFi Baenefits Furlcug:h Guidance

Thiift Savings Plan (TSP

Employee Asslstance Program (EAP), 1-(800) 222-0364
Defense Civilian Parspnnel Advisory Services

Dsiensa Finance and Accounting Service
Unemployment Infarmation

hitp://www.doma.mil/furlough/ 71013
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DEFENSE CONTRACT MANAGEVMIENT AGENCY

2013 Furlough Resources and Information

With Department of Defense furloughs scheduled to begin on Monday, July 8, 2013, DCMA is
providing resource information to help everyone navigate effectively through this difficult
period.

| Furlough Website and E-mail Address |

Furlough Website: Employees can access extensive information about the furlough to include
OPM Guidance, furlough overview, guides on budgeting, TSP Furlough Fact Sheet, overall
guidance and policy, and much, much more at www.dema.mil/furlough.

Furlough E-mail Address: Email furlough@dcma.mil to get answers to your questions.

EAP Services

The Employee Assistance Program (EAP) is available 24/7 to assist you as you cope with the
effects of the furlough. Call 1-800-222-0364 (TTY: 1-888-262-7848) or go online at
www.worklifedyou.com for assistance. International callers should call 314-387-4701 and ask
the operator to reverse the charges. For international TTY callers, please have the relay operator
make the initial call because collect calls can only be authorized by voice. Once authorized, the
TTY machine may be used. New website users should use registration code “dcma” to register.

PERSONALIZED REFERRALS: Specialists are accessible 24/7 to help you find a variety of
resources including legal and financial support, alternate child and senior care options that meet
your budget, community services, assistance programs (food, utilities, transportation, etc.),
housing options, and much more.

ONLINE TOOLS: Access tips, checklists, articles, podcasts, webinars, calculators, and other
resources on topics including guidance for hard times, budgeting, saving, credit and debt,
mortgages/foreclosure, staying healthy, coping with stress, conquering substance abuse,
understanding child and senior care options, and more.
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FREE EDUCATIONAL GUIDES: Get helpful guides including Building a Better Credit
Report, Choosing and Using Credit Cards, Finding a Lawyer That is Right for You, and more.

LIVE INTERACTIVE WEBINARS: Interact with the presenter to ask questions and clarify
information. You can attend from anywhere—all you need is a computer and an internet

connection. Please visit hitps://dcma.motivation.cc to register.

July 10, 2013: “Emergency Preparedness” 12:00-1:00 p.m, EDT*

July 24, 2013: “Planning, Prioritizing, & Organizing Your Time” 12:00-1:00 p.m. EDT*
August 7, 2013: “Smart Shopping” 2:00-3:00 p.m. EDT* '

August 21, 2013: “Overcoming Debt” 12:00-1:00 p.m. EDT*

*These are live webinars, so please remember to adjust the start time for your time zone.

View past webinars, including “Budgeting Basics,” “Stress Management,” and other previously
recorded webinars, at www.worklifedyou.com. Just click the On Demand Library module on the
right hand side of the home page to access webinars on a variety of topics.

Please note that the webinars cannot be currently accessed using DCMA computers due to issues
with the webhost. The technology needed to allow access has been procured and is slated to be
deployed by September 2013. Until then, they can be accessed at any time using a non-DCMA

computer. _

Other Resources

CFC-Supported Charities

With the furloupgh fast approaching, the loss of income may put some employees in a particularly
toupgh spot economically, in the short-term. Reach out to the Combined Federal Campaign
(CFC) programs to help you get through it. They have a wide-variety of programs that can assist
with finding community services such as food assistance, shelter, non-emergency medical care,
and prescription discounts; scholarships and loans; substance abuse assistance; adult and child
care; and more, Visit www.opin.gov/combined-federal-campaign/ and click “Finding Local
Campaigns” to discover resources in your area. '

United Way

Over 300 United Ways and their local community partners are engaged in activities and
initiatives to help build the fmancial stability of families in their communities, Visit their

. website at www.unitedway,org for information on the education, income, and health resources
they offer.
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DCMA Specific Frequently Asked Questions

Pav/ILeave/Schedules

1. Q.Does DCMA plan to shut down operations one day a week and remain open daily
with employees opting for Fridays or Mondays off?
A. Currently, there is no overall plan to shut down operations one day a week.
Decisions regarding furlough days will be made to minimize adverse impact to the
mission and ensure continuity of operations and may vary, but as a general rule will
be scheduled for 8 hours per week.

2. Q. Can an employee elect to take the 11 furlough days consecutively?
A. Currently, the guidance from the Department of Defense requires employees to be
furloughed on discontinuous (intermittent) days for no more than 16 hours per pay
period.

3. Q. Will employees be removed from Alternate Work Schedules and moved to 8
hour work days during the furlough?
A. Employees will not automatically be removed from alternate work schedules;
however, some work schedules may be impacted due to pressing mission needs.

4. Q. How will furlough affect employees working part time?
A. Furlough time off for part-time employees will be prorated based on the
employee's work schedule. For further guidance, please reference OPM's FAQ's
(Section L/Furlough Time OfY). '
https//swww.dcma.mil/furlough/filesyOPM_Adminstrative Furlough Guidance.pdf

5. Q. Will the telework benefit be available for employees during the furlough?
A. Employees will not automatically be removed from telework; however some
telework arrangements may be impacted due to pressing mission needs.

6. Q. Will use or lose be affected by the furlough?
A. Employees should schedule use or lose leave in accordance with established

procedures to avoid forfeiture at the end of the leave year.

7. Q. How does an employee stop their contribution to the Combined Federal
Campaign (CFC)?
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A. The employee must contact their local Customer Service Representative or make
your request via the centralized mailbox (FinancialLiaisonCenter.Inbox{@dcma.mil)
to place a stop on funds being deducted from their Leave and Eaming Statements
(LES) for the purpose of CFC.

8. Q. Can an employee request to be furloughed as a way of reducing the hours of
furlough required of other employees?
A. An employee cannot request to be furloughed. A furlough 1s an agency adverse
action that places an employee in a temporary non-duty, non-pay status because of
lack of work or funds, or other non-disciplinary reasons. For full guidance please see:
http://www.opm.gov/policy-data-oversight/pay-leave/furlough-guidance/guidance-
for-administrative-furloughs.pdf

9. Q. How will an employee on FMLA utilizing sick leave for 3 months be affected by
sequestration?

A. Agencies have discretion in determining whether to furlough employees who are in
LWOP status, since both furloughs and LWOP are periods of non-pay status.
Employees may already be scheduled for LWOP for a variety of reasons and for
various lengths of time on either a continuous or discontinuous basis. Agencies are
responsible for determining (1) whether employees already scheduled for
LWOP during a period when administrative furloughs are being conducted will be
subject to furlough and (2) the hours of furlough required of such employees. For
additional guidance on this topic, please see:
https://swww.dcma.mil/furlough/files/addendumd4.pdf

10. Q. Will there be provisions for the continued incurrence of Travel Comp Time
(earned) during the furlough?
A. Employee entitlements to earn compensatory time for travel will not be affected by
furlough.

11.Q. Will civilian employees be able to schedule their furlough hours in blocks when
they are performing reserve duty? For example, if an employee takes two weeks of
leave without pay during the furlough period, will all 80 hours of LWOP is
applicable to the 176 hours each employee will be required to take as furlough?

A. Employees who are in LWOP status during an administrative furlough will receive
credit for their time in that status towards any remaining scheduled furlough hours.
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12.Q. Can agencies furlough employees who are on approved leave without pay
(LWOP) during a time when administrative furloughs are being conducted for other
employees?

A. Employees who are in LWOP status during an administrative furlough will receive
credit for their time in that status towards any remaining scheduled furlough hours.
» During an administrative furlough, employees issued furlough notices will be
subject to scheduled furlough time until an approved period of LWOP begins.
e Once the previous furlough hours served plus LWOP hours taken during an
administrative furlough equals the number of furlough hours required during
the administrative furlough, no additional furlough time will be required.
e When a period of LWOP ends during the administrative furlough, the
employee will be subject to the remaining balance of furlough time, if any.

13.Q. If an employee is on approved leave without pay (L WOP), but affected by the
furlough, would the employee be furloughed and LWOP terminated?
A. Employees who are in LWOP status during an administrative furlough will receive
credit for their time in that status towards any remaining scheduled furlough hours.
During an administrative furlough, employees issued furlough notices will be subject
to scheduled furlough time until an approved period of LWOP begins.

14.Q. How will employees be compensated during the furlough if they work outside of
their basic workweek?

A. Employees who are required to work hours outside of a basic workweek during
which they have been furloughed are compensated with their rate of basic pay if
overtime thresholds have not been met, and/or with overtime pay or compensatory
time off in lieu of overtime pay, as appropriate, once the threshold have been met.
Most employees are subject to a 40-hour weekly overtime threshoid and an 8-hour
daily overtime threshold. For example, if an employee is ordered to work 8 additional
hours outside the basic workweek, these hours are substituted for the 8 furlough
hours, and in essence the employee has worked a regular 40-hour workweek.

15. Q. Will overtime pay be calculated based on an 8 hour work day or a 40 hour work
week?
A. Overtime pay provided under title 5 USC is pay for hours of work officially
ordered or approved in excess of 8 hours in a day or 40 hours in an administrative
workweek.
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FLSA exempt employees who work fill-time, part-time, or intermittent tours
of duty are eligible for title 5 overtime pay. Employees in SL and ST positions
are covered by the premium pay provisions under title 5.

For employees with rates of basic pay equal to or less than the rate of basic pay
for GS-10, step 1, the overtime hourly rate is the employee's hourly rate of
basic pay multiplied by 1.5. For employees with rates of basic pay greater than
the basic pay for GS-10, step 1, the overtime hourly rate is the greater of: the
hourly rate of basic pay for GS-10, step 1, multiplied by 1.5, or the employee's
hourly rate of basic pay.

Overtime pay for nonexempt employees is computed under the Fair Labor Standards
Act (FLSA). A non-exempt employee is compensated for all hours of work in excess
of 8 in a day or 40 in a workweek. All overtime work that is ordered or approved or
"suffered or permitted" must be compensated.

Under the FLS A, overtime pay is determined by multiplying the employee's
"straight time rate of pay" by all overtime hours worked PLUS one-half of the
employee's "hourly regular rate of pay” times all overtime hours worked.

Any applicable special rate supplement or locality payment is included in the
"total remuneration” and "straight time rate of pay" when computing overtime
pay under the FLSA (ex. Sunday premium pay, night pay)

17. Q. May compensatory time off be utilized during furlough?
A. Yes. Compensatory time off is merely an alternative form of payment for
overtime work. As such, the value of an hour of compensatory time off is equal to
the overtime hourly rate that is payable in dollars.

Compensatory time off may be approved in lieu of overtime pay for irregular
or occasional overtime work for both FLSA exempt and nonexempt
employees. Compensatory time off can also be approved for a prevailing rate
employee, but there is no authority to require that any prevailing rate (wage)
employee be compensated for irregular or occasional overtime work by
granting comp time off.

An employee must use accrued compensatory time off by the end of the 26th
pay period after the pay period during which it was earned. If the accrued
comp time is not used within this timeframe, the employee is paid for the
earned comp time off at the overtime rate in effect when earned.
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18. Q. Where can I find help if I encounter financial difficulties as a resuit of
furlough?
A. Furlough financial assistance is available through the Employee Assistance
Program. DCMA Furlough Resources at https://www.dcma.mil/furlough.

19.Q. If an employee has already taken LWOP for military duty in this fiscal year, is
any of that applicable towards that employee’s furlough requirement?
A No. During an administrative furlough, an employee may not substitute leave
or other forms of paid time off for any hours or days designated as furlough time
off (e.g. annual, sick, court, or military leave, etc.)

20.Q. Employee is taking two weeks of military leave during the furlough period, do
they still need to count two furlough days within the period or are they exempt
while charging to military leave.

A. An employee who uses paid military leave must still take furlough days. If the
employee chooses instead to use LWOP for his military AT, he would receive
credit for time in LWOP status towards any remaining scheduled furlough hours;
in other words, all days in LWOP status would be credited towards his remaining
furlough days.

TSP/High 3/VERA/VSIP

. Q. Will an employee's High 3 be affected by Furlough/Sequestration?

A. Generally, furlough will not impact a High 3 computation. Please refer to OPM
Furlough Guidance Section: Employee Assistance, Question 1 at

http://www.opm.gov/furlough.

. Q. What ramifications are there for items that are based on a percentage of earnings
like TSP and Life insurance?
A. See TSP Fact Sheet at https://www.tsp.gov/index.shtm]

. Q. Will VERA/VSIP be offered this fiscal year?

A. VERA/VSIP will not be offered to DCMA employees this fiscal year as a result of
budget uncertainties or furlough. These authorities are used to permanently reduce
the number of personnel employed or to restructure the workforce to meet mission
objectives without reducing the overall number of personnel.
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Performance

. Q. Will performance awards be affected by furlough?

A. Consistent with guidance from the Office of Management and Budget (OMB
Bulletin #M-13-05), DCMA will not issue discretionary monetary awards (e.g.,
performance awards, special acts, QSIs, etc.) until further notice.

. Q. Will metrics be adjusted to offset the reduced time employees have to complete

their work?
A. Supervisors will guide adjustments of plans.

Keystone/Pathways/852 Funding/Training

. Q. If Keystones are unable to get the training they need due to budgetary issues, will
the employee be penalized?

A. Employees will not be penalized if required training becomes unavailable due to
conditions beyond the employee's control.

. Q. If sequestration cuts take effect for FY13 and FY14, and all travel is restricted, will
employees be penalized for not completing non-CBT core DAWIA courses?

A. There is currently no restriction planned for DAWIA related training; in the event
restrictions must be placed on DAWIA related training events, any modification to the
24 month requirement will be addressed by AT&L for implementation across the
Department.

. Q. How will I be furloughed if I am attending an extended training class such as the
two week DAU class?

A. The Department guidance is to generally target 8 hours per week but it is
recognized this may not always be feasible, achievable, or a smart business decision
to keep rigidly to that guidance. I want to remind you all as you are making
scheduling decisions for your folks that some degree of flexibility exists. Extended
TDY or training, critical mission requirements, employee requests, etc., may occur
that will necessitate that furlough hours be taken on a slightly modified basis - and
hours in a week or pay period may be modified to accommodate specific situations.
For example, an employee attending a two-week training course during the pay period
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may not be able to have furlough hours scheduled that pay period. The 16 hours
"missed” during that pay period should be redistributed immediately before and/or
after the training. For long-term TDY and training, it is feasible to schedule furlough
days at the TDY/training site--the employee will continue to receive per diem and
lodging for the day, but no work or training would be performed and the employee
would not be paid. To the extent possible, these employees should follow the

furlough guidance from the school they are attending, This is something that, as a
supervisor, you will need to closely monitor.

General Questions

. Q. Am I allowed to file for unemployment compensation if we are furloughed?

A. Rules for unemployment eligibility vary by State. Please refer to OPM Furlough
Guidance in Section H (Employee Assistance). http://www.opm.gov/policy-data-
oversight/pay-leave/furlough-guidance/guidance-for-administrative-furloughs.pdf

. Q. Will I be able to seek additional employment during a furlough to compensate for
lost wages?

A. While on furlough, an individual remains an employee of the Federal Government.
Therefore, executive branch-wide standards of ethical conduct and rules regarding
outside employment continue to apply when an individual is furloughed (specifically,
the executive branch-wide standards of ethical conduct at 5 CFR part 2635). In
addition, there are specific statutes that prohibit certain outside activities, and agency-
specific supplemental rules that require prior approval of, and sometimes prohibit,
outside employment. Therefore, before engaging in outside employment, an employee
should review these regulations and then consult his or her agency ethics official to
learn if there are any agency-specific supplemental rules governing the employee.

. Q. Who determines whether someone is deemed "mission essential"?

A. The term "Mission Essential" is not entirely relevant to a furlough action of this
type. DCMA employees will be deemed "excepted” during furlough if they fall into
one of two categories: foreign national employee or a civilian deployed to a combat
zone. Every other civilian employee--852 funded mission essential, veterans,
supervisors, or SES members, will be furloughed and treated in the exact same
manner.
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4. Q. Bargaining Unit employees will be given 30 days advance notice prior to furlough
taking place. Will Non-Bargaining Unit employees be treated the same?
A. Yes. All employees, regardless of bargaining unit status, will receive a 30-day
advance notice period.

5. Q. How will veterans be treated during a furlough?
A, Veterans will not be exempt from furlough.

6. Q. Could there be a RIF?
A. RIF actions are not anticipated this fiscal year. They could actually cost more
money this year than they would save due to separation expenses and payout of
accrued leave.

7. Q. Will there be a freeze on PCS?
A. There is no plan to freeze PCS at this time but approvals are decided on a case-by-
case basis.

8. Q. What are the status of negotiations between DCMA and AFGE Council 1707
A. A Memorandum of Understanding between DCMA, and AFGE Council 170 has
been signed and can be viewed at
http://www.dema.mil/furlough/files'MQU Furlough.pdf

9. Q.If DCMA's budget is cut due to sequestration, will the Notice of Transfer of Work
letter sent in early November to certain HQ and Center employee's be rescinded?
A. No, the HQ Center Realignment effort is still in process.

10.Q. Will any work-life programs be cut as a result of the sequestration or furlough;
such as authorized time for physical fitness activity?
A. Generally, work-life programs, such as authorized time for physical fitness, will
not be affected as a result of sequestration or furlough, unless mission requirements
warrant.

11.Q. Will DCMA's OCONOS employees lose LQA on the day they are furloughed?
A. In accordance with DSSR 132.2.b, an employee would not lose LQA. DSSR
132.2.b - while the employee is in non-pay status not in excess of 30 calendar days at
any one time, LQA grants will continue. For periods in non-pay status longer than 30
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calendar days, payment shall be suspended as of the day the employee enters such
status, and payment is not made for any part of such period.

12.Q. How does an employee stop their contribution to the Thrift Savings Plan (TSP)?
A. In order to stop or change your Thrift Savings Plan (TSP) you must do so
electronically thru the Employee Benefits Information System (EBIS). This database
can be found at https://www.abc.army.mil/index.htm. If you are having difficulty
navigating the system, please call the Army Benefits Center (ABC) at (877) 276-
9287. If you are having a CAC issue and are unable to access your AKO email
address or you are a new DCMA employee, the ABC hotline will be able to make
your election for you.

13.Q. Will OPM consider an "open season” for employees to change benefits
(particularly FEHB)?
A. Although there will not be an Open Season just for the impending furlough, there
are FEHB Event Codes that are applicable in a furlough situation. For example, the
following FEHB events codes may be used: | .

1E code- Should be used in the event the employee is working on a Part-time
schedule and an SF-50 is completed to change their work schedule (from part-time to
full-time or vice-versa) or work hours. This event code will allow an employee to
change to self-only, self-family or cancel their coverage.

1G code - Should be used for full-time employees who have insufficient pay to cover
their FEHB premiums. These employees will be provided the option to cancel or
change to self-only coverage within 31 days of insufficient pay notice. When full pay
resumes, the employee has 60 days to elect to continue coverage.

1D code - Should be used when an employee terminated their coverage and is
returning to a full pay status, the employee will have 60 days from the date of their
return to full pay status to elect health coverage.

You can view other qualifying life event (QLE) codes that can be made outside of
Open Season at the link below: '
http://www.opm.gov/healthcare-insurance/healthcare/reference-
materials/reference/enrollment/
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Subsequently, you will be notified by your employing agency if your salary becomes
insufficient to pay your FEHB premiums. When notified you will be given the option
to pay directly, incur a debt, or pre-pay premiums. Consequently, if you choose to
incur a debt, you must agree to pay the resulting debt in full and allow the debt to be
collected from your pay once you return to a full pay status.

14.Q. What are the procedures or policies for participants in the event of a furlough
schedule?
A. The same MTBP procedures/policies apply whether in regular status or furlough.
Participants in the mass transit benefit program should always claim monthly benefits
in amounts up to their most recently approved mass transit enrollment application (not
to exceed the maximum statutory monthly limit). , they need only adjust their
monthly claims according to the days they will actually be commuting (taking into
account furlough days, and as always, AWS, telework, etc.). Any benefits not used
by participants expire at the end of each month. Unused benefits do not roll over to
the next month.

15.Q. If a new employee comes on board during the furlough period, what rules apply
when placing the employee under the furlough?

A. Per OPM guidance, an agency must give a 30 day notice to employees who are

being furloughed, employees must be given a 7 day response period before they can

be placed on furlough. The Notice of Furlough can be given to the employee on the

first day of employment and the furlough will go into effect after the requisite periods

have passed.

16. Q. What PLAS code do employees use for furlough days?

A. The week of July 8, 2013 officially started the furlough period for all
Department of Defense (DoD) employees. During this time, the correct PLAS code
on the day of furlough will be KE.

17. Q. How many days or hours of furlough will a new employee have to serve?

A. The number of days required for furlough will be pro-rated based on the week the
employee begins the furlough. Examples are provided in the scheduling guidance
document posted below under DCMA Specific Information.
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18.Q. Does placement in furlough status cause a full-time employee to be converted to
part-time or a part-time employee to be converted to a reduced part-time work
schedule? _

A. No. Placement in furlough status or any other kind of temporary nonpay, nonduty

status does not affect the nature of an employee’s official work schedule as full-time
or part-time. For a full-time employee who is furloughed during a 40-hour basic
workweek, the employee continues to have a full-time 40-hour basic workweek. For
a part-time employee who is furloughed, the part-time tour of duty established for
leave usage purposes also remains the same.

19. Q. May an employee volunteer to do his or her job on a nonpay basis during any
hours or days designated as furlough time ofi?
A. No. Unless otherwise authorized by law, an agency may not accept the voluntary
services of an employee. (See 31 U.S.C. 1342.)

20. Q. Will an employee’s Federal Flexible Spending Account Program (FSAFEDS) be
impacted during an administrative furlough?
A. The employee’s FSAFEDS coverage continues, and allotments made by the

employee continue if the employee’s salary in each pay period is sufficient to cover
the deduction(s). If the employee’s salary is insufficient to cover his or her
allotment(s), then incurred eligible health care expenses will not be reimbursed until
the allotments are successfully restarted (in which case the remaining allotments
would be recalculated over the remaining pay periods to match the employee’s annual
election amount). Incurred eligible dependent care expenses may be reimbursed up to
whatever balance is in the employee’s dependent care account, as long as the
expenses incurred allow the employee (or employee’s spouse if married) to work,
look for work or attend school full-time. Once dependent care allotments are
successfully restarted, remaining allotments would be recalculated over the remaining
pay periods to match the employee’s annual election amount.

Security Questions

1. Q. IfI can't meet my financial obligations can it impact my security clearance?
A. Security clearance determinations are made based on a "whole person" principle.
Decisions regarding eligibility for access to classified information take into account
factors that could cause a conflict of interest and place a person in the position of
having to choose between his or her commitment to the United States, including the
commitment to protect classified information, and any other compelling loyalty.
When a person's life history shows evidence of unreliability or untrustworthiness,
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questions arise whether the person can be relied on and trusted to exercise the

- responsibility necessary for working in a secure environment where protecting
classified information is paramount. Financial issues are one of many considerations
taken into account when trying to determine whether a person is an acceptable
security risk. As a category, financial problems are a leading reason a security
clearance is revoked or not granted. A single financial misfortune may not in and of
itself cause a loss of clearance. Rather, it would be a factor to be considered among
many others:

*Are they unable or unwilling to pay their debts?

*Is there evidence of unexplained affluence?

*Do they file annual Federal, state, or local income tax returns as required?
*Is the financial difficulty a result of drug use or alcohol abuse?

*Do they have a history of gambling or other risky financial behavior?

*Was the financial misfortune an isolated incident or part of a pattern, or cycle of
debt?

*Has the individual acted responsibly? (i.e. notified and worked with creditors)

*Has the individual been open and honest with his or her leadership about the issue
or have they tried to cover it up?

2. Q. What should I do to minimize the effects on my security clearance if and when [
find myself unable to meet my financial obligations?
A. You should immediately contact your creditors and explain the situation. You
should document each interaction with the creditor to the maximum extent possibie.
Many creditors are willing to work with their customers in such situations. For
example, if the creditor agrees to lower payments for a period of time, you should ask
for that agreement in writing or email, This will allow you to provide the adjudicator
with the documented evidence that you were acting responsible given the situation.
Additionally, you should keep your security office informed if you are experiencing
or beginning to experience difficulty meeting your financial obligations.

3. Q. What kinds of financial hardships should I report to my Security Office if they
occur?
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A. You should notify the DCMA Security Office at
PERSONNELSECURITYMAILBOX@DCMA.MIL and your supervisor in writing
if, because of furlough, you: (1) face bankruptcy, (2) are unable to pay Federal, state
or other taxes required by law or ordinance, (3) require credit counseling, (4) become
delinquent on alimony or child support payments, {5) have a judgment entered against
you for failure to meet financial obligations, (6) have liens placed against you, (7)
become delinquent on a Federal debt, (8) have possessions or property repossessed,
(9) default on loans, (10) have accounts turned over to a collection agency, (11) have
credit accounts suspended, charged off, or cancelled for failure to pay as agreed, (12)
are evicted for non-payment, (13) have wages garnished in order to satisfy a financial
obligation, or (14) become over 120 days delinquent on a debt. Providing
notification demonstrates responsibility which can mitigate any security concerns
about the debts themselves.
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ADMINISTRATIVE FURLOUGH SCHEDULING GUIDANCE FOR NEW
EMPLOYEES

New employees reporting for duty at DCMA must be given a Notice of Proposed
Furlough by the new supervisor upon arrival. The employee will have seven calendar
days from the date this notice is received to make a written and/or verbal reply to the
deciding official. The proposal provides the employee a 30-calendar day notice period
starting from the date the proposal is received. After the seven-calendar day reply period
has expired, the employee must be given a Notice of Decision to Furiough prior to the
expiration of the 30-calendar day notice period. If the decision is to furlough the
employee, the ernployee will begin the furlough no sooner than 30 calendar days after the
proposal notice is received. The number of days required for furlough will be pro-rated
based on the week the employee begins the furlough.

Examples:

Employee A — Enters on duty with DCMA effective 17 June 2013 and receives the
Notice of Proposed Furlough on the same date (30-calendar day notice period begins).

The employee’s seven-calendar day reply period expires on 24 June 2013. The employee
receives the Notice of Decision to Furlough on 25 June 2013.

The employee’s first effective date of furlough is 18 July 2013. The employee will serve
one furlough day {eight hours) on either 18 or 19 July 2013. The employee’s furlough is
reduced by one day (eight hours) and will serve ten days of furlough for the remaining
furlough period.

The employee 1s identified as an exception in AutoNOA (Reason #21, Delayed issuance
of furlough proposal notice). A manual furlough RPA is submitted through DCPDS with
an effective date of 18 July 2013.

Employee B — Enters on duty with DCMA effective 1 July 2013 and receives the Notice
of Proposed Furlough on the same date (30-calendar day notice period begins).

The employee’s seven-calendar day reply period expires on 8 July. The employee
receives the Notice of Decision to Furlough on 9 July 2013.

The employee’s first effective date of furlough is 1 August 2013. The employee will
serve one furlough day (eight hours} on either 1 or 2 August 2013. The employee’s
furlough is reduced by three days (24 hours) and will serve eight days of furlough for the
remaining furlough period.
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The employee is identified as an exception in AutoNOA (Reason #21, Delayed issuance
of furlough proposal notice).A manual furlough RPA is submitted through DCPDS with
an effective date of 1 August 2013.

Employee C — Enters on duty with DCMA effective 15 July 2013 and receives the
Notice of Proposed Furlough on 16 July 2013 (30-calendar day notice period begins).

The employee’s seven-calendar day reply period expires on 23 July 2013. The employee
receives the Notice of Decision to Furlough on 29 July 2013.

The employee’s first effective date of furlough is 16 August 2013. The employee will
serve one furlough day (eight hours) on 16 August 2013. The employee’s furlough is
reduced by five days (40 hours) and will serve six days of furlough for the remaining
furlough period.

A manual furlough RPA is submitted through DCPDS with an effective date of
16 August 2013.
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ADMINISTRATIVE FURLOUGH SCHEDULING EXAMPLES FOR
TDY/TRAINING

Employee A —Scheduled to attend a one-week training class 29 July — 2 August 2013.
Employee travels on Sunday, 28 July, and either Friday, 2 August or Saturday, 3 August.
The DCMA employee will adjust the one furlough day (eight hours) “missed” while in
training to the week before or the week following the training.

Employee B — Scheduled to attend a two-week DAU training class 30 July — 8 August
2013. DAU scheduled furlough days are Monday, 29 July, and Friday, 9 August. The
DCMA employee travels on Monday, 29 July, and Friday, 9 August. The DCMA
employee will adjust the two furlough days (16 hours) “missed” while in training to the
week before or the week following the training. For example, the DCMA employee will
schedule two furlough days the week of 22 July and two furlough days the week of

12 August to make up the “missed” 16 hours of furlough while in training.

Employee C — Scheduled to attend a four-week DAU training class 30 July — 21 August
2013. DAU scheduled furlough days are Monday, 29 July; Friday, ¢ August; and
Thursday and Friday, 22 and 23 August. The DCMA employee travels on Monday,

29 July, and Thursday, 22 August. The DCMA employee is furloughed on Friday,

9 August, and Friday 23 August. The DCMA employee will adjust the two additional
furlough days (16 hours) “missed” while in training to the week before or the week
following the training. For example, the DCMA empioyee will schedule two furlough
days the week of 22 July and two furlough days the week of 26 August to make up the
“missed” 16 hours of furlough while in training.

Employee D — Scheduled for TDY 23-26 July 2013. The employee’s original furlough
schedule included a furlough day on 22 July. The employee will travel on 22 July and
reschedule the one furlough day (eight hours) to the week before or the week following
the TDY.
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ASSISTANT SECRETARY OF DEFENSE
4000 DEFENSE PENTAGON
WASHINGTON, D.C. 203014000

READINESS AND
FORCE MANAGEMENT JUR 28 2013

MEMORANDUM FOR: SEE DISTRIBUTION
SUBJECT: Civilian Furloughs and Total Force Management
Reference: (a) Secretary of Defense Memorandum, “Furioughs”, dated 14 May 2013

The Secretary of Defense, per reference (2), directed civilian furloughs beginning July 8, 2013.
Reference (a) also provided for certain exceptions to the civilian furloughs to minimize adverse effects
on mission. This memorandum provides additional guidance related to the Total Force of active and
reserve military, civilians, and contracted support during the time-period of civilian furloughs.

While civilian furloughs will undoubtedly disrupt the mission and have a negative impact on
productivity, it has been determined that the risk associated with that workload loss, while
unavoidable, is acceptable. On furlough days, furloughed civilians are not authorized to perform
official duties at their permanent or temporary duty station, at home, or at an alternate site, including
communijcating by BlackBerry or other mobile device. In addition, civilian personnel subject to
furlough shall not be required to work beyond their regularly scheduled and compensated times on
non-furlough days to make up for work lost as a result of furlough, nor shall employees in pay status
perform work beyond their regularly scheduled hours to compensate for the workload/productivity loss
of those who are in furlough status.

Accordingly, Component heads, installation commanders, and line managers shall take steps to
manage workload, but must ensure that borrowed military manpower is not used to compensate for
work resulting from a civilian furlough. To do so would be inconsistent with the Secretary’s intent and
the Department’s commitment to protect the viability of the All-Volunteer Force.

Additionally, in accordance with the Department’s statutory requirements, contractoss are
prohibited from being assigned or permitted to perform additional work or duties to compensate for the
workload/productivity loss resulting from the civilian furlough.

To protect against further harm to morale and productivity — which the Secretary of Defense
warned against - compliance with the above is critical. Please ensure maximum distribution of this

memorandum throughout your organization.
D —
7 { L~

F. E. Vollrath
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DEFENSE CONTRACT MANAGEMENT AGENCY

3901 A AVENUE, BUILDING 10500
FORT LEE, VA 23801-1808

INTERNAL MANAGEMENT GUIDANCE — FOR OFFICIAL USE ONLY

MEMORANDUM FOR DEPUTY DIRECTOR
CHIEF OPERATING OFFICER MAY 30 2013
REGIONAL COMMANDERS
EXECUTIVE DIRECTOR, SPECIAL PROGRAMS
EXECUTIVE DIRECTOR, INTERNATIONAL
EXECUTIVE DIRECTOR, CONTRACTS
GENERAL COUNSEL

SUBJECT: TASKING: FY 13 Administrative Furlough Requirements for Deciding Officials
Suspense: June 5, 2013 THROUGH NO LATER THAN July 5, 2013

As indicated in the original Furlough Tasking Memorandum, an administrative furloagh
will be instituted for all DCMA civilian employees, except direct and in-direct hire foreign
national employees; civilians deployed in combat zones and civilians deployed in Africa; and
Foreign Military Sales (FMS) employees whose positions are exclusively funded from FMS
Administrative atid FMS Case Funds and from Foreign Military Financing Accounts. The
furlough will be on discontinuous (intermittent) days for no more than 11 workdays or 88 hours.
Generally, each employee will be furloughed for no more than 8 hours per week during the
period between July 8, 2013 and September 30, 2013,

Proposing Officials (normally first line supervisors) were tasked with issuing the Notice -
of Proposed Furlough during the period May 28 through June 5, 2013. Management officials
were designated to receive the employee’s oral reply and will provide Deciding Officials a
Memorandum for Record summarizing the employee’s oral reply. The emplayee reply period
ends during the period June 4 through June 12, 2013 (seven calendar days from the date the
Notice of Proposed Furlough was received by the employee).

As Deciding Officials, you are charged with fully considering any replies (written and/or
oral) and issuing the Notice of Decision to Furlough. Deciding Officials are accountable for
making final decisions on furloughs for individual employees after carefully considering the
employee’s reply, if any, and the needs of the Agency. Deciding Officials must also ensure final
decisions are made in cases where an employee does not submit a reply. Deciding Officials will
have the authority to execute the full range of options with respect to providing relief in
individual employee cases. This authorityincludes, but is not limited to, reducing the number of
days/hours an individual employee is furloughed, or granting the individual employee an
exception from the furlough altogether. Agency templates ave been developed for the Notice of
Decision to Furlough and cannot be amended or changed.

NOTE: If the decision is made to grant partial or total relief from the furlough, the

Deciding Official must contact the servicing Labor and Employee Relations Specialist for
assistance in preparing the Notice of Decision to Furlongh.
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EMPLOYEES ON TEMPORARY APPOINTMENTS AND REEMPLOYED
ANNUITANTS: These employees do not have the same statutory procedural rights as
permanent employees. Therefore, employees on temporary appointments and reemployed
annuitants will not receive a Notice of Proposed Furlough. The Notice of Furlough wiil be
issued by the designated Dectding Officials during the period NOT EARLIER THAN June 5
through NO LATER THAN July 5 (Previously provided as Attachment E in the original
Furlough Tasking Memorandum).

As a reminder, a DCMA Memorandum of Understanding addressing the Agency’s
Administrative Furiough Plan has been negotiated with the American Federation of Government
Employees, Council 170. Further negotiation of the Agency’s Administrative Furlough Plan and
supplemental guidance are not authorized at any level.

Attachiment A provides a template for the Notice of Decision to Furflough where the
employee made an oral and/or written reply

Attachment B provides a template for the Notice of Decision to Furlough where the
employee did not make a reply _

Attachment C provides procedures for issuing the Notice of Decision to Furlough

Attachment D provides a listing of Merit Systems Protection Board Regional Offices
(required for insertion in the Notice of Decision to Furlough)

Attachment E provides the MSPB Appeal Form (attachment to Notice of Decision to
Furlongh)

Reguirement(s) Summary:

The following outlines requirements and actions to be taken by Deciding Officials:

e NOT EARLIER THAN June 5 through NO LATER THAN July 5: Deciding Officials
issue the Notice of Decision to Furlough (Notice of Decision to Furlough templates
and procedures are at Attachments A, B. and C)

Attach MSPB Appeal Form to Notice of Decision to Furlongh

Ensure a complete record of each individual action is maintained (Notice of Proposed
Furlough; Written Reply (if any); Memorandum for Record of Oral Reply (if any);
Supporting Documents provided by employee (if any); and Notice of Decision to
Furlough

e June 5 through NO LATER THAN July 5: Issue Notice to Furlough to temporary.
employees and reemployed annuitants

e July8: First workday an employee may be furloughed

Reporting and Recordkeeping Reguirements: A separate Tasking Memorandum will follow
to outline specific reporting and recordkecping requirements.

Resource linpact:
s« Approximately one to four hours per employee.

3
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Administrative Information:
s PLAS Code for this task: 223B
» This tasking memo has been coordinated with appropriate headquarters operational
leadership.
e POC: The Labor and Employee Relations Specialist, Human Capital Directorate, in
accordance with organizational assignments (Previonsly provided as Attachment 1 in the
original Furlough Tasking Memorandum).

‘ X
. .
a C. Morandi
ecutive Director

Human Capital

Afttachments:
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
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DIRECTORS OF THE DOD FIELD ACTIVITIES
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LUNDER SECRETARY OF DEFENSE
1iD0 DEFENSE PENTAGON
WASHINGTON, OC 2030D1-1 100

MAY 23 2013

COME T ROLLES

MEMORANDUM FOR: SEE DISTRIBUTION
SUBJECT: Additional Guidence for Handling Budgetary Uncertainty in Fiscal Year 2013

References: -(a) Deputy Secretary of Defense’s memorandum on “Handling Budgetary

Uncertainty in Fiscal Year 2013, dated January 10, 2013 '

{b) USD(C) Memorandum *Additional Guidance on Handling Budget Uncertainty
in Fiscal Year 2013,” March 5, 2013 « Rescinded

{¢) DoD Directive 4515.12, DoD Suppor for Travel of Members and Employees of
Congress -

{d) Title 10, United Stertes Code § 1051, ‘Bz{atetal or regional cooperation
programs: paymeit of personne! expenses

{€) DoD Instruction 10'15.15, Establishment, Ma:nagemem and Contro! of Non-
appropriated Fund. Instmme_mal ities ard Financial Management of Supporting
Resources o o |

() Title 10, United States Code § 1491, “Funeral honors finctions at funerals for
veterans™

{g) Title 31 United Stmes Code § 1353, “Acceptance of Travel and Related,
Expenses from Non-Federal Sources”

The putpose of this m‘cmdra‘n:dum isto pr’ovide -additional guidance to reférence (&) to
ensure consistency in the-treatment of issues across the Dépamnent of Defense {DoD>) as the
Departinient.implements sequestration.and the funding provided in the Consolidated and Further
Continuing Appropriations Act, 2013 (Public Law 113-6). All DoD Components need to enstre
that funding for wartitme operations is protected and critical priotity. requirements for national
security are funded within the limited resources:and flexibilities provided. Effective
immediately, the guidance in this memorandum supersedes the guidance provided in reference.
(b}. and subsequerit clarifications, which are hereby rescinded.

Congressional Travel Support

The Department will sirictly enforee DoD's policies in its support of travel by
congressional delegations (CODELs) and congressional staff delegations (STAFF DELs). itis
DoD? policy that support for approved travel of members and employees of Congress shall be
provided on an economical basis upon request from Congress, pursugant.to law or where
necessary 1o carry out Dol duties.ard responsibilities. Organizations shall ensure that traveél of
members and employees of Cangress is sponsored by the DoD only where. the purpose of the
trave! is of primary interest to and bears a subsiantial velationship to programs or activities of
DoD and is got solely tor the purpose of engendering goodwill or obtuining possible future
henefits. Specific guidance is included in reference (¢}: Some specific policies worth
highiighting include:
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« Military airlift will not be used for CODELSs it commercial airlift is reasonably available.
» Within the Continental United States (CONUS), no CODELSs may use military
airlift as .commercial airlifl is readily availabfe.
¢ Military airlifi may be authonzed for CODELS Outside the CONUS if commercial
airlift is limited or unsafe; every effort must be made to minimize costs.
» Spouses may accompany members if there is an official function as long as they
pay their own expens¢s and do not increase the number or size of aircrafl required.
® Minimum number of congressional members for military airlifi originating in CONUS,
s No less than five members for large aircraft.
« No less than three members for small aircrai.
s Tickets purchased by DoD for CODELSs, STAFFDELSs, and liaison escorts,
» Must be economy class; individuals may upgrade at their own expense,
e DoD does not pay for a:member’s personal staff traveling to his/her home
State/Distriet; this includes travel, Jodging, meals, or escoris.
» Al itineranies for CODELs/STAFFDELSs must be approved.by the escorting Service's
2-star Lepislative Affairs Difector to ensure that the itinerary is an efficient use of
taxpayer funds.

Tuition Assistance

The Services are to restore funding for tuition assistance to the budgeted level for the
remainder of Fiscal Year 2013, without reduction for sequestration. In addition, the Services
will not implement any management confrols/restrictions that-did not exist prior to the tuition
assistance stoppage. This will meet, and exceed, the requirement in section 8129 (Requirement
to Continue Provision of Tuition Assistance for Members of the Armed Forces) of division C of
Public Law 113-6 (Department of Defense Apptopriatioris Act, 2013).

Discretionary Monetary Awardh-forCivi!ians

In the Office of Management and Budget (OMB) Bulletin #M-13-11, Ongoing
Implementation of the Joint Committee Sequesiration, dated April 4, 2013, the Controller
provides the following guidance with regard to discretionary monetary awards:

“OMB Memorandum 13-05 [Agency Responsibilities for Implementation
of Potential Joint Commiittee Sequestration] dirccts that discretionary monetary
awards should not be issued while sequestration is in place, unless issuance of
such awards is legally required. Discretionary monetary awards include annual
performance awards, group-awards, and special act cash awards, which comprisc
a sizeable mujority of awards and incentives provided by the Federal
Government 1o employees. -Until further notice, agencies should not issiie such
monetary awards from sequestered accounts unless agency counsel determines

046



DCMA Administrative Record for FY 2013 Furlough Appeals

the awards are legally required. Legal requiremenits include: comphancc with
provisions in collective hargammg agréements goveming awards

Consistent with past guidance, certain types of incentives ar¢ not
considered discretiofiary monetary awards for the purposes of this policy. These
include quality step increases (QS1s); travel incentives recognizing employee
savings on official travel; foreign language awards for mission-critical language
needs; recriitment, retention, and relocation mcemwcs (3Rs), student loan
repayrrients; and time-off awards:. ‘While these items are permiited, in light of
current budgetary constraints, they should be used only on a highly limited basis
and in circumstances where they are necessary and ctitical to taintaining the
agency's mission, In addition, consistent with the pnhcy set forth in the-
Guidance on Awards for Fiscal Years 2011 and 2012, jointly issted by the
Office of Personnel Management (OPM) and OMB on June 10, 2011, spending
for QSils and 3Rs should not exceed the !evel of spending on such mcentwcs for
fiscal year 2010.:

With respect to Federal political appointees, agencies should ¢ontinie to
follow the policy set forth in the Augist 3, 2010 Presidential! Memorandum,
Freeze on Discretionary Awards, Bahuses, and Stmilar Payments for Federal
Polifical Appomtees OPM previously issied guidatice on implementation of
ttits memorandum.”’

The Office of the Undet Secretary of Defense for Persorinel ancl Readmess will be issting
supplementat gmdance on award limitations for DoD civilfans,

Pnrtlcxgagon in Intern ational Events

The Depariment should Timit its paruclpatmn in inteynational events excepit in those
instances where individuals are supporting Foreign. Nﬁ!xlan; Sales and the funds supporting these
efforts are not being sequestered because the agcounts:are exempt from sequestration.

Components may continue to participate in military exercises and to conduct military-to-
military engagement activities, including participation by Dol personnel in.bilateral or regional
conlerences, seminars, o similar meetings if the appropriate.conference approval authority
determines that the attendance of such personnel at such conference, seminar; or-similar meeltrlg
is in the national security interests of the United States. In-addition, Components may continue to
use - in accordance with established guidance and upproval procedures - the authority provided -
by reference (d) to-pay travel and subsisience costs for defense personnel from deve’lopmg
countries in order for thein to attend confcrences. seminars, of similar meetings considered in the
interest of U.S. national-security. In this period of sequestered budgets, however, Component
Heads should take particular care to ensure that any military-to-military engagement activities,
including conferences. seminars, or similar meetings, are mission critical and that the goals of the

' Consistent with legal mqmrcmem:. agencies may consider engaging in discussions with emp]o}eﬁ exclusive:
representatives to explore revisions to such pmvisiuns in existing collective bargaini ing sgreements, in recognition of
this puidance:
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activity cannot be deferred or met through other means. We also ask that you take into account
factors that could result in spec:af serutiny of an event, 'mcludmg size, cost, and location.
Utilization of military musical units or cetemonial units in military-to-military engagement
activities will require the concurrence of the Office of the Assistant to the Secretary of Defense
for Public Aftairs before approval.

Demonstration Flving

All aerial demonstrations, inciuding flyovers, jump team demonstrations, and participation
in civilian air shows and military open houses were to cease-as of April 1, 2013, consistent with
previous direction. Flyovers in support of military funerals will bé given special consideration.
To ensure consistency across the Department alf exceptions and waivers for demonstration {lying
will require the concurrence of the Office of the Assistant to the Secretary of Defense for Public
Affairs before approval.

Support 10 Non-DoD Organizations and Special Events

All military support to non-DoD ‘organizations and special events for outreach purposes
beyond a military installation’s local area is prohibited. Military support to outreach activities in
the local area is permitted so long as the support is provided using only local asseis and
personnel, and is at no cost {o-the Department, This ineludes, but is not limited to, military
eguipment displays at civilian gir shows, military open houses, Fleet and Service weeks, and
CONUS-based ship homeport visits, and in parades and civic events. The use of non-
appmpnal‘ed funds (NAF) 10 host military installation open houses in support of authorized NAF
programs is permitted'in accordance with reference (e). To ensure consisténcy across the
Dcpartmenl all exceptions and waivers for support to non-Dol> organizations and special events
will require the concurrence of the Office of the Assistant to the Seerctary of Defense for Public
Affairs before approval. This section does not apply to DoD Component Recruiting Marketing
activities using Recruiting assets, National Guard outreach activities funded solely by State funds,
and attendance by DoD personnel at 3 non-DoD hosted conference.

Military Musical Unit (and Ceveinonial Unit) Travel

As a matter of policy, military musical and ceremonial units will not be permitted to travel
beyond their respective duty station's local area forany purpose, including support to another
military installation, even if such travel -could be conducted atno cost to DoD>. Units may
continue to perform locally both on and off miliwary installations, including for the purpose of
producing and distributing audio and video recordings, as long as those performances,
productions and distributions are at no cost.to the Department. To ensure consistency across the
Department, all exceptions and waivers will require the concurtence of the Office of the Assistant
to the Secretary of Dcfense for Public Affairs before approval. Presidential Wreath-Laying
Ceremonies are exempt from this restrietion, In addition, Military Funeral Honors Details are
exempt from this restriction and will :zontinue to be executed in accordance with Service
Department policies and reference (f).
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Official Speeches and Related Travel Expenses for DoD, Personnel

Department of Defense personne] may fiot ttavcl beyond the local aréa-at DoD cost;
including to deliver official speeches. unless the activity is deemed mission critical. Fach
organization in the Office of the Secretary of Defense (OSD), Service Component or Combatant
Command (COCOM) is responsible for making. this “mission cntical” determi nation,
Expenditure of DoD travel funds to-support a mission critical official speech must be approved
by the membcr's respective OSD organization, Service Component or COCOM: Ieadersh;p The
Department may continue to accept unsolicited travel benefits from non-Federal sources in
accordance with reference (g). However, all expenses:for non-mission critical travel must be
covered by the non-Federal source, including per diem, iodgmg. meals, transportation and all
other travel-related expenses.

Confercnce Atiendance

~ As you know, the Deputy Secretary of Defense has tssued guidarice requiring that. atl
conferences be mission critical. Thexe are also‘certain: individuals who st approve
conferences. depending on their nature and size. 1f you have questions about this guidance, zt is
available for review at: http://decmo:defense, gov/products-and-services/conference-policies-
controls/index.html.

Even under sequestration, we do not want to prohibit conferences, including hosting of or
attendance at DoD-hosted conferences or attendance at confererices hosted by non-Dol entities.
However, in this period of sequestéred budgets, we ask that communders and managers take
patticular care to be:certain that conferences are indeed mission critical and that the goals of the-
conference cannot be met through other means: ‘We also ask that you take into account factors
that could result in special scrutiny of conferences including size. cost, and locations that are
remote from the workplace.of most participants. Particular care should be-exercised in assessing
the need for conferences held overseas or in other locations likely to attract special attention.

If, after wéighing the above considerations, trave] approving: ot’ﬂc;als determine that
attendance at conferences hosted by non-Federal sources diming sequestration is still appropriate.
if asked. the host may be informed of DoD's authority ¢ accept payments for travel, subsistence.
and related expenses pursuant to referénce {g). Paymerits foriravel expenses under refcrence (g}
may not be solicited. Apart froin this statute, we do not have authority to accept reimbursements
from non-Federal entities in @ manner that can be used to offset DoD's costs of participation in a
non-Federal source's conferénce. All BoD travel approving officials should ensure that DoD
employees attend only those conferences that satisfy the criteria set forth in the preceding
paragraph and that. whetever appropriate, 4ll travel, subsistence-and related expenses incurred by
DoD) are reimbursed in.accordance with relérence (2).
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OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE
4000 DEFENSE PENTAGON
WASHINGTON, D.C. 20301-4000

MAY 21 203

READINESS AND FORCE
MANAGEMENT

MEMORANDUM FOR: SEE DISTRIBUTION

SUBJECT: Supplemental Guidance on Leave Without Pay Status for the Department of
Defense Civilian Employees during an Administrative Furlough

On March 5, 2013, the Office of Personnel Management revised the Guidance for
Administrative Furloughs. The revision states “Agencies have discretion in determining whether
to furlough employees who are in Leave Without Pay (L WOP) status, since both furloughs and
LWOP are periods of non-pay status.”

This memorandum provides the Department of Defense supplemental guidance on the
treattment of employees who are in LWQOP status during an administrative furlough. For
consistency and fairness, this guidance applies to employees in all categories of LWOP,
including employees on leave under the Family and Medical Leave Act (FMLA) and Absent-
Uniformed Service Leave (A-US). The guidance achieves required civilian payroll savings
while maximizing productivity without creating additional financial burden for employees.

Employees who are in LWOP status during an administrative furlough will receive credit
for their time in that status towards any remaining scheduled furlough hours.

» During an administrative furlough, employees issued furlough notices will be subject
to scheduled furlough time until an approved period of LWOP begins.

» Once the previous furlough hours served plus LWOP hours taken during an
administrative furlough equals the number of furfough hours required during the
administrative furlough, no additional furlough time will be required.

e When a period of LWOP ends during the administrative furlough, the employee will
be subject to the remaining balance of furlough time, if any.

¢ Managers and supervisors are advised to limit discretionary LWOP to the maximum
extent practicable during the administrative furlough.

o LWOP taken prior to or after the administrative furlough will not be credited toward
required furlough time.

» This guidance does not supersede any past practice or collective bargaining
agreement. All bargaining obligations must be met prior to implementing a change in
conditions of employment based on this guidance.
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If you have questions about this guidance, my point of contact is Mr. Seth Shulman,
Chief, Compensation Division, Defense Civilian Personnel Advisory Service. He can be reached
at (571) 372-1617, or seth.shulman@cpms.osd.mil.

. Y L]

Fese LX(- Bondeg
Paige Hinkle-Bowles
Deputy Assistant Secretary
Civilian Personnel Policy
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...Speoches .
Mexsages Pressnter: Senior Dep of Defonse Ofticlals May 14, 2013
Blography
Prits e
Taday I Dol - .
Wows ¢ Ralegaes Dspartment of Defenss Background Briefing on Civitlan Furfoughs from the Pantagon
T Fress Advisorins ’
Publicasions MODERATOR: S0 thenk your for joning us this attemoon.
Transcripts )
- o As you know, the secretary has made & decislon with respect to furioughs, which he announced just about an howr ago. Bug we thought that you may
Photos have some additions! questions about how the depariment came 1o this dacislon and haw the fudoughs will ba implemented,
Imapoq Archiva . .
- Highli’nhu And 50, wa wanted to giva you an opporfunity o be able 1o tatk io some of our senior subject Mmallér axperts on this.
Photo Exseys .
week in Photos It is a background briafing, 80 we have provided the bona fides for each of our senior officials hera, but | guass for question purposas, we have senior
T " officia! one and senior official two, if you want Lo direc] i to & perticular individusal, or you can ask for either ona of them 1o angswer it
DoDlnfo .
et 9fiTGIBIN . ; _ i " ’
 monstembiy Ohrviously, by thelr titles thera, they coma — they have different exp within the p
‘?,,:',‘;;',‘;‘,:‘1" And our plan ts we —you — I think Mast of youhave gotien the secretery’s statemertt on this, and probably watched whet he said 1o the department
"'Snrs&stﬂpns - emplyees. So it's our plan, really, just to get right into questions and 1ake carg of the business that you need to take care of and then get out of hare,
- ;E;m::: et So, with that, Lta why don'l you start us off than, and Welll ga to Couriney and then to Tany, and we'll86e whera e 9o fram Lhere.
@ Sanior Defanse Official NumberOno the sacratary alludsd 1o this bzieﬂydm this town hall, about rext — this fiscal year 14. Can you clear up a
Iitﬂahiabout,mare'sﬂ raige for ch , epparertly, in fhat, but would sequestration - how — matdoastheowookformlysa'lonklﬂ&a
conskienng saquostrabm and —

SENIOR DEFENSE CFFICIAL; | wish | knew. Ihonasily don'l. Thera's a wide range of passivilities. We could ged a budget agreement, a broad one,
in which case | think we'd have a decant shot at appropriation near the prasident’s budget level

Both the Houss and Sanate budget resokitions, these things thay set -- you're femiliar with them — were at the preskient's laval for fiscal 14,
At the other exireme, | guess the process couid slay broken and we could 8nd up oi a continuing resolution at the saquester lovels.

As far as the pay ralse, sequester, doasn'l — you can't achually effect raises per 3o I sequestration. So if Congress were 1o approve that 1 percent
raise, pecpla woukd get it Whether they will or nol, 1 don'l know. Wepmpasedaraiseoﬁpemforb@mlﬁtaryanddvﬂmhﬁsealyearu but we also
propnaedaDSpementrmsehiaandmat'unntgohgwhappen

C: Would you — {naudible) — two things. First off, do you know the total rumber yet of how many civiians this will inciude, with all the exempbions
{hat are now included? And then, can you give us a sensa of tha decision-makirg behind making this & seress-the-beard furlough for all civillans daspite tha
fact that savera) of the services said that they may not hava to, that they could find the money? i

It s6ems — rmnot-I‘mcerlainlynotahﬂgﬂmmtmmslhlrsmlmyunpmdanhdtouy “Well, you know, Navyandecorps
you don't have to da this, but we're geing to make you do it enyway.” Msocanyoumlluaalﬁuebaabmntrndedsimmakjm,plmo?

SENIOR DEFENSE OFFICIAL: Sure. There's ebout 80¢3,000 peid - civillans paid by tha Depariment of Defanse. About 120,000 will be exempt, so
#'s ngt really across the board, There are some catagonas of axemptions. And I ahould add, there are some issues yet to be resolved with regerd to
intelligance personnsl that could increase that 120,000, but right now it's aboul 15 percant.

in tarms of the decision, and spedifically like the Navy and same agencias, in any organization this broad, |his complax, you're going to have
organizations with differing budgetary situations. And some may have been in a situation where they could do less furloughs.

Rt was our judgment that we wanted to minimize adverse effects on mission across the entire department. And s what we will do to the extent wo'rs
permitled by law ja, axcept for those who are excepled, we will furiough the remalnder of our civilians and then move money eround o try 10 minimize adverse
affects on readiness. Andwmwlldoprubahlysomaofthalhihfsreprugrsmmlngthathasn‘lmadedl.'plotheHuuyeLb.Mhopnwilsoon Andwa may lock

at other opticna a3 weil,

Q¢ tdon't understand what —when yout say "minimize adverse effecls on readiness,” how does kicreasing the number of civiians 10 be furloughed
minimize — the Impact — {inaudible)?
SENICR BEFENSE OFFIGIAL: Well, if we — If the Navy has the funds, say, o avoid furkrughs, and now they furlough, we may be able to move somse

ronay infe the other servicas that have more problems. And the Army snd Ine Navy dafirdtely need to furiough, and they're the cnes that have mada tha big
cuts in tralning and readinass — the Army, Navy. The Air Forca, | should say, has sioppad fiying in 12 squadrons. Ammy has canceled its combat training

rotatien for the most part, et celara,

- . ) _ 053 -
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& — {inaudible) — money that would, If they ware furioughing civilizns in tha Navy and Marine Corps, some of thal money that will be savad from the
furlbughs will now go to the Amy — {inauditle)?

SEMIOR DEFENSE OFFICIAL: Righl, er we may just end up doing a fitle kass for the Navy, and the reprogramming is probabily the way we do it,

Q: Can you raconcile the figures on tolal mber of civilians? From the podu'n & number of tmes, officials have stated that it's about 750,000 wha
would be ellgibie. ¥ou Just ssid 800,000,

SENJOR DEFENSE QFFICIAL: The 800,000 includes foreign nalional emplayees. There are about 50.000 of them. So it depends — foreign natianal
aemployess ara in the 800,000, 0 the 750,000 would excluda foreign national emplayeas.

Q. But for purposes of clerr raporting, il's 750,000 minus about 120,000,

SENIOR DEFENSE QFFICIAL: Mo, aclually it's 800,000 minus 120,000 becsuse we've axemplad the forelgn nalional employees. You're looking 5t
me - 80 if ii's 750,000, it woulkd ba fess 70,000, if I'm doing lha math right

Sa, all ight?
O — {inaudibla) — really a figure of 750,000 — (naudible).

SENIQR DEFENSE GFFICIAL And, you know, You can defina it in lods of differont ways. And you om.uld fogically exchuda foreign nationals. They'e
not U.5. citizans, cbviously. But they are — some of ihem &ra paid by the dep L and 50 wa y de them in our totals,

1 have a second question. The appropriations bill requests & report to Gongress in section 807 — BOO7, laying cut the effects of sequesiration for
baselina purposas, for reprogremming purposes. Whera does thal stand? And will that spall out for the industry who caras how their particular programs will

ba cut by sequestration?

SENIOR DEFENSE OFFICIAL: ‘eah, il should. | mean, we riead to do - inaudible) — 14 — | think I've gol that right - Senior Defensa Offisial One
isn't entirely sure of this solllgelbaduoyourrrmwmnc. Bul | beliawva that i's the haselme reporl that we do before. And it's aimost done. You can
amaslnelhaln i5 d litlke IcKiar to do this yaar, but it s aimost done,

And if P'm wrong about that, give ma a chanca te work through — {inaudibla) — and Il cormect it,
Q: Thank you.

MODERATOR: Let's — lal's - finish the first row befora we move 1o |ha second row. So we'll go 1o Luig and than wo'll go over here, and then wa'll hit
the second row. | think wa'll get everybody That has quesli

Q. Sojust to claify, every single service is now gonna have furtoughs? And were the levels of civilians adiusted within each one? [ mean, which cne
comes off geting

SENIOR DEFENSE OFFIGIAL: Wall, | don't know the answer to thal, aclually. Yes, they!ll all have some fudoughs for sure. | don't know wha would
_have the highest percentage exemptions. It — i — I'm just nat sure. | need o check that.

W dign't really think about it in those larms, frankly.
(: But the Navy proposal was basically we can do without the furfoughs. Naw they will have to camy out these furfoughs, that's right?

SENIOR DEFENSE QFFICIAL: Comect. Now we are axcluding their shipyard workers. These are the paople that work in public shipyards and do
nuclear maintenance. And we did that for mission reasons. 10 a very long planning process. And there'ra — there'ra — a vary long period for maintenance.
Very litthe ability to catch up, and we'ra desling with submarines and carriers, which &ne small in number but high i value. And so on mission grounds we
decided thal we would exempt shipyard wackers.

MODERATOR: Go over hara ta the nght.

{: Thenks. | wantic make sure that | undarstand the numbers comracily. When | added up the table that's in this memo, comes out ta abou 68 000
workers, That includes 11,000 DODEA [Department of Defense Education Aclivity] emplayeas. Are they considered exemplions or are they semi exempt, or

[CROSSTALK)

SENKIR DEFENSE {FFICIAL: They ara congidered sem] axempt. There was a group of DODEA amployees thal will be exempt, and then the
teachars and the faculty will ba furtoughed for a fats! of five days at the beginning of next school vear.,

Our commitment 1o - i@ our service men and women who have childran in thase schools is that they will gat & accredited school year. Summer school
will be hald, and then the beginning of next achool yaar we will work with five furbough days.

O Soiollow-up. - {inaudible) — out of the 68,000 — thel was my rough calculalion - and the 50,000 foreign nationals, is that where you gét tha
120,000 —

(CROSSTALK)
SENIQR DEFENSE OFFICIAL: Sounds about righl ic ma.

SENIOR DEFENSE OFFICIAL: Adds up. T haven't done that calculation either, although the rice gentieman who did all these numbers s in —
{inaudicia}. So he gave ma tha 120.000 and | think it's right.

MODERATOR: - (inaudible) — on the first row? i not we'll move — let's just go from my right 1o left. 5o go ahead.

Q. Senior Defense Official Two - | guess, either of you — you just mentioned fiva furlough days, as | understand it, for teachars.
SENIOR DEFENSE OFFICIAL: For DODEA.

C: Right.

Aside from the numbar of peopla in be furicughed, are — is - are the — s the lenglh of time of sach particular furlough different or is it tha same™® And
if it's different, what's the range of difference -- you know, one day 1o 14 days to ~ | mean, do you know the parameters?

http://www.defense.gov/transcripts/transcript.aspx 7transcriptid=5239 8/1 495’&1 3
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SENIOR DEFENSE OFFICIAL: The — ihe golng I praposition is that lha majerity of our employaes wha wil be furfeughed will ba furloughad up fo 11
days, And thal's what ihe secrelary's letter seld. DODEA is a special category because of having very speciflc rules for educating and making sure that they

have an accreditad school year.
" Thay'ra, | think - I need your clariflcation on this. | think PFPA [Pentegon Force ProtadjonAgenq].ﬂ:oPmlﬁgon police, might be furloughad a litte
eranlly —

SENIOR DEFENSE OFFICIAL: I'm not swe.

SENIOR DEFENSE OFFICIAL: Yeah. So | can gel back to you on that. But the going-ln proposition 13 11 days.

SENIOR DEFENSE QFFICLAL: Yaah, for the graat majority harg st 11,

SENIOR DEFENSE OFFICIAL: Yeah, for 11.

Q: - (inaudible) —said up to 11 days. Does that maan X might be one day or two deys?

SENIOR DEFENSE OFFICIAL: No, think that - what 'm saying is that right naw our employess wik be furioughed for 11 days.

SENJOR DEFENSE OFFICIAL: " Remamber, Sacratary Hegel did say that if we can andombudgalpwmm st the and of the year we may stop a bit
sarly. And, therefore, the up fo 11. it could be & Iitfe bit Mss then 11. _

Q: What's DODEA?

SENIOR DEFENSE OFFICIAL: Fm sorry, Tha Department of Deferisa Education Activily.
SENIJR DEFENSE OFFICIAL: Come on, speak Pentagon. (Leughter}

{CROSSTALK)

Q - élgtrl yoars hera

SENIOR DEFENSE GFFICIAL: Eight years. Well, | dont know,

H it makes yﬁufeel betler, i farget tham.

- @ Wil you guys be providing arty help with soma nfy-urfurloughed employaas, in terms of financial managamant, understanding how to prapare for
this? -

SENIQR DEFENSE OFFICIAL: We have g whole System of financial management thal thay — that the employses can cartainly work theough. And, in
fact, it was just recently that we hed a vary large financial management fair hiere in the Pentagon for them.

BumMMmmmoﬁMMmmmmwmmmmvmmmwdepmm
Q: But nothing apacial to this furlough situation?
SENIOR DEFENSE QFFICIAL No, it's not —whatever we have will certainly take care of that firancial management arens,

Q: thave a couple questions. Qne, first for second Senlor Dafertsabﬁeiai Twn. What's the anlicipated impact on the department's oparations
becausa of thesa futloughs?

SENIOR DEFENSE OFFICLAL: Well, 1 thirk that the enticipated impect & — can ciearly be the morale of cur employees. 1 will tall you that we value
every single civilan employes that — that works in the Dopartment of Diafenae. And 85 percant of tham work sutsida of the National Capital Region, and they
all udd vake to the miasion that wa do aa a tolal force. And they're cleary part of that total force.

But when an individual loses 20 percent of thair pay, which, that's what will happen when wa furl pugh, that hes ta Impast them, clearly, financially and
¢leary morala-wise. .

I believe that they wil continue to perform i en admirebie manner. But ¥'m sure that there will be soma morale impact,

SENIOR DEFENSE OFFICIAL: |'d ke ta add to that, I meéary, thasze paople aren't doing inerPoi'ﬂ slfdes in tha Pantagon. 1 maan, they're mostly
cutside of the Pentagon. As {inaudible) said, mayﬁ(mrmbs.wrlanks our planes. They staff cur hosp They're teachers in our schools.

Elghty percent of tha financial managem in ihe depadment are civillans. And it's probably aimilar to that for contracting,

We'ra going o have problema In terms of getting money obligated, I close-out, personnal staffs to handle fufoughs, We're going to delay
maintenance. | think wa will seriously adversaly affed! the productivity in aimos! all arsas — support area of the Department of Defensa,

This is & — it's not somathing we warnted to do.

I hope — 1 hope that's clear from the secretary’s meme, but 't ke to underscova it

O -~ {inaudible) — the 20 percant figure that you just cied?

SENIOR DEFENSE OFFICIAL: What?

Q. 20 percant of their pay?

SENIOR DEFENSE OFFICIAL: Well, if they're furloughed one day a waek evary week, thats 20 percent of thai paychack.
U: How does that the i with the 11 deys? I'm sy,

rigJ'?LEN!OR DEFENSE OFFICIAL: One day a wesk, it will begin on July Bth. And so ona day a week, they'll losa 20 pareent of their pay — of thair weakly
pay,

@ Junderstand that, but I thought you said 11 furlough daya for the entire fiscal year.

http://www.defense.gov/transcripts/transcript.aspx?transcriptid=5239 8/1 4/%%?3
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SENIOR DEFENSE OFFICIAL: Sure. And during those — during those weeks when they're furioughad, each week they!l lose 20 percent.
{CROSSTALK)

SENICR DEFENSE OFFICIAL: II's not tha whale year,

{CROSSTALK)

SENIOR DEFENSE OFFICIAL: Yaah, right.

{CROSSTALK}

Q: And do you anticipate any impact — are you seeing any impact on aitrition? I mean, are people ratifing, voluntarily separating, al this pént? Do
you anticipata any?

SENIOR DEFENSE OFFICIAL: Right now, wa don't see a mejor Impact on that, of people refiring. I'm surg that peoplie will retira, but wa haven'! seen
a push towards that,

SENIOR DEFENSE OFFICLAL. | might give you an anecdetal. We had cne individuz that Ieft my oruanrzalmn and said it was bacausa of this, but |
think he woukd have retired at some point faily soon, $o | wouldn'l exlrapoiats; 7.8 percent phoy it is right now, does creals an
environment whera there aren't a kot of jobs oul there.

Q: Can you go back o what happans on the beginning of October, assuming you have a siraight CR [coatinuing resciution] that — then we just end
sequester. What's the anticipated impact on 00D's budgel? And whal arg you dofng at this poinl to prepare for {7 la there a possibility furfoughs could
conlinue in FY [fiscal year) 147

SENICR DEFENSE OFFICIAL: Wal, in terms — it woukd be about 8 $352 billicn cut befow our requast if we remain at sequestar levels. So il will be
sevious, Secratary Hagel has directed tha strategic choices and management review, lhe SCMR, as we call it, and # Is locking at the kinds of choices we will

have 1o make.

As Secretery Hage! 5aid today, we can't aula oul furioughs, but we'r sure going Lo 9o our damdast ko avold them. And this time, we will have more
ime to prepare and wa arg thinking adlively about how, i we have 1o, we would accommodata that. So, a5 b said, | think we'll do everyu-lnu wa can ko avold
therm.

Q: And lastly, on the shipyard examption, I'm already haaring compialnis that these ara poliically motivated, that members of Congrass who
reprasant those shipyands were very vocal in defense of them. How do you raspond to thel?

SENIOR DEFENSE OFFIGIAL: Wall, there will ba kots of members of Congress who will oppose alhar ones, loo. But it was based on mission
grounds. | mean, wea're talking absul overhauls that - that las! menths, sometimas more than a year. Thay are planned well in advance. Had we delayed
them, we would have —wa have very iitlla ability to make it up. These ara highly technical. We're taliing aboul nuclear safety. All thage workers do nuchear
mainienance. So that we -— we coulin just bring in olher pecole 1o make # vp-when we had more funds. They wouldn't have the training,

And 50 we were really talking sbout setiously advarsely affecting our ebility to deploy carriers end Submarines, And we made a decision ihat thal was
too serious an adverse effect on mission.

{CROSSTALK)

Q& — (inaudiblal - fallow up on one of those last ones, aciually. {Inaudible) - the thinking that furtoughs are some potential possibility in 14, Isthata
change? Becausa a senior defense official, who may or may not ba in this room, has said before that you just would not da them in 14, You'd probably do
RIFs [reductions in forca] or olher kinds of — {inaudible),

SENIOR DEFENSE QFFICIAL. Well, that was probably senior defensa official ona, speaking with his hear, not necessarily his head. | sura hope we
dan, parsonally, but | understand wa can't know tha fidure fully. But M underscare whal Secretary Hagel said just a few minutes ago. We're going to do our
darmdast to avoid it.

@: Then quickly on the safely of lifa and property examptions, the Depertment of Navy has far and away the most 0 that category — 7,500, Nobody
alse i3 even cfosa. The nexl closest is 900 in the Air Foree and there's a big gap behind tham. Why are thera 50 many in the BOM [Department of Navy]?

SENIOR DEFENSE OFFICIAL: We'va gol a lat of — | think there ware Shipyard issues. I'm trying to remember now. This is a couple months ago we
did this,

| baiieve there were in — in nuclear safely and ship issues, bul I'd — | think I belter gel back to you with a batter answer bacausa I'm nol — fm nol
tracking fully. Let ma pstback to you.

0Q: Let's go here and then wa'll work the third and fourth row.

Q: |just have one question. A lhere — thare are rules againsi civilian employeas working other jobs, tike, loi's 38y they wanled 10 work one day 2
waek, Aren't there — can you describe whel those fules are or —

(CROSSTALK]
Q: - if you're stitl working for tha governmenl, so even though Lhey're off that day, they'ra still under those rulas, nghl? So what's the —

SENIOR DEFENSE OFFICIAL: They are still government employees. Absciuialy. Even though that they are furloughed for that one day. And OFM
[Office of Personnel Mariagemert] has specific nules in place, and they are the VWeb site about what they ara.

There is — there is a ~ a waiver, if you will, for additional employmant, that the employse would need ta follow, shauld they want 1o - ko go through
ihat process.

Q: — [inaudibla) -

SENIOR DEFENSE OFFICLAL; [waukd have gat back i you. But il — we follow — they are not 00D {Department of Defense] rules, they ara OPM
fulas,

MODERATOR: You guys in tha back of the room. | saw a few hands. Go ahead.

Q. - {inaudible) — the memo, but whan do the leltera Qo out?
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SENIOR DEFENSE OFFICIAL: They go out betwesn the 28th of Mey and the 5th of June.

k. And those receiving them have seven days fo reply, Doesthaimaenthatmayéan—mevcanmakemamentyuukmw. don't — don't furough
me, furfough somebady elsa? What?

SERIOR DEFENSE QOFFICIAL: They can respand. Firsl, thay can respand ta the dasipnated — thelr dosignated official in ihat seven days with
justification of why thay should be polentlally in tha axempl categery.

Tha designatod official will raview ek of that justification and make & dedision.

Q: Who sonds the lolters? Who signs the lattars? Who de they go out from?

SENIOR DEFENSE OFFICIAL: #'s a dasignaled efficlal, which ts & kower level, i usa the teqm “commandar.” They'rs not all commanders.
@ Can yod just — can you describe, what do the latlers actually say?

SENIOR DEFENSE QFFICIAL: The latters are very specific. They say that you will be ~ wa'te propoging a furfough for X amount of days, starting at
X —al a eertaln tima, which would ba on 8 July. And they're ackh d to each individual employes.

Soits nol a — it's a— t'a a templats letter, Bmewhlndfvid-alemplomﬁmmalrmspedﬁcleuar.
MODERATOR: Let's go aver here d then back and then back.

a@. Whenilcomestolﬁemald’nooshgofaday,domeemphysssge!mesayhmlﬁayheygalom Ard &t tho 5amae time, a3 you - you ad
an agency, | maan, can we expect that 20 percant of tha 880,000 will ba gone on eny given day, starting July 8th?

Like how are you — haw are you menaging having encugh peaple that ace on?
SENIOR DEFENSE OFFICIAL: For example, it me give you an axample of commissaries, Commiasarias more than likely wiX be closed one day a

wesk, They will, mora than Ukely, salect one day throughout all the commissary system. And they will do that because that is - averybody will know whan
that dey is. They can plan their shopping around that particular dey, And they cauid limit the deliveries on that particular day.,

' So that woukd ba a mason that commissaries wodd closa on one paticular day. -

Tha hospitals, the school srstar}ls. bolenllally tha depots, will be judged by their peraonal supervisor on which day sevaral employess could potentially
be furfoughad. S0 we won't ciose a hospital, W won'l closa tha dapot. We'l keep things nunnlng, but the day will ba negotisted by tha individual super —or
dasignated official. _

Q: How much monay de you think you'ra going fo save ¥ you keep all 11 days — furlough 11 daya? How much money is that?

SENIOR DEFENSE QFFICIAL: $1.8 billion for the 11 days, with tha excaptions that wi're planning now.

(CROSSTALK)
SENIOR DEFENSE OFFIGIAL: Yss.. “pilion” with 8 "b."
belog Q: Secretery Hage! loft opon the pqlnssihility of reducing this further. What wouid have ta happen to make that happen lhis'year, short of sequagtration
. avorted? .

SENIOR DEFENSE OFFICIAL: Wef, firsl, na farge, unanticipated costs would be very nico, The United States c‘mgrass approving the majority, i
nat all of the repeogramming that | hope we'll send to them within a faw days. Arwd ihan we're going ta just have to put cur heads together and try to scoop up

avery doller we can towand the end.

I maan, it's a decontralized organization and we dogl, especially with operations and mairtenance dollars, and thoas are lha mafor onea affected
here. And so our commands pass it cut to thair bases. Thay'ra executing i We'ra going to have to work closely with them toward the end of the year to see
whera theyy are and wheiher of not we tan meka this hapoan.

But I'm counting on the incentivas. After all, they'ra the employars of marty of thesa civilians, so I'm hoping, and 1 think they will work with ug and we'll
sea what we can do.

Q: You mentioned that the requirement to have gl the sesvicas implemant ecme jovel of furlough is 10 achieve larger savings, How do you pricritize
tha distribution of those savings? I othar wocds, is i readiness? How do you priorilize?

SENIOR DEFENSE OFFICIAL: Wall, firsl  want lo meke clear that the overall goal is to minimize adverse effects on missions. And | state it that way
becausa wa are devasiating the readiness of this mittary right now, but we wani to micimize that.

Subject to meeting that goal, consistency and faimess was something wa considersd. So as those decisions were mads, yéu know, if a service has
morg readiness problams than ancther one, we might — we probably wouidn't take mongy from them. Ve'd just reprogram money lass into their — their
particular account. And ! think you'll see sama of thal as wa send this reprogram ming forward. i

5o tha goa! is to meet that mission, minimizing adversa effacts, parlicularly readiness. We'va alrgady made the culs wa believe we can. In facliies
maintenance, we'va essentially stopped it except for safaty of life and properly. Wa've cut back on base operating costs. Wa have hiring freezes, not acroas
the board, bet meny of them ara in effact.

[ mean, we've done a lat of those tasks. It's really now down ta training end malnlenence, It's actually more menténance &t the momerd. We've

made sbout 43 meny training cuta 89 we can and still mest needs in Afghanistan and deplayments. So we's reelly now down to further cuts woukd come ol
of maintanance, which buys us problems in fiscal 14. It maang we won'! have the weapons systems ready 1o deplay.

So, wa'll use the criteria minimzing those aspacts,

[CROSSTALK)

. ; udbn;!e?nsmmm ~ (inaudible} -- wank to meka sure everyons that had a question, had a chance (o ask them. We'll see if we've got a few more -
na .

Q: Thanks. {inaudibla) — the emplayess wha gel furloughed — {inaudible) -- write a ketter stali fhay shoukdn't be furloughed. is financial
hardship a mason that lheymfghlbeumsld?r:d? v \ ) g why they anca

_ 057
http://www.defense.gov/transcripts/transcript.aspx ?transcriptid=5239 8/14/2013



Defense.gov News Transcript: Department of Defense Background Briefing on Civilian F... Page 6 of 8
DCMA Administrative Record for FYg2013 Furlough Appeals

SENIOR DEFENSE OFFICIAL: No, it's truly not, unfortunately. You know, this is a very, very tough decision, and we undarstand that [t wil
financial hardships across the board. But that is not the - a sure reason for — for mmptmﬁm furlough. H creete

& So what would be soma of the reasons that would?

SENIOR DEFENSE QFFICIAL: Boy. | really —- you know, &t tha top of my head — | dont know — {inaudible) - it you can help me out hare, but | really
can't — can't think of a — of a reason right row. .

I think the individua! supervisor — or the individual designated official would have to review what the employee submils 1o — Lo waigh hat against what
ha or she neads to do mission-wise in order to accomplish thal mission,

SENIOR DEFENSE OFFICIAL: And ) suppose lhere could be a circurnstance that where a persen had a mission-critical aspect that we jus! couldn'l
recognize frons — from hers, and that — that a local commander might take that into account.

And, ndesd, if you read the mamo, Lhey hava some very small authority 1o do some furlough exemplions an their cwn.

Let ma jusl say, Senior Defense Oificial One would like (O say, this corwersalion is kind of binodless. And ! understand we're trying to answer your
quastions. But I wanl to repeat what you may have heard ma say before, this is one of the mosi distasteful tasks I've had in more than 30 years of
government service,

Imean, wa ere — wa depend on these people lo - to do all the things | mentioned before, And many of them wark for me - nol many of them, but a
small rumbars work for me. Ard | - | just — | find it vary distastaful. [ mear, | just want {o — Senior Official One would ke to be on record as not being
bloodlass.

And now, Fil go back {e being the ~ (inaudibla). (Laughter.}

SENIOR DEFENSE OFFICIAL: But Senior ORkisl Two would echo what you sald, that it's a ~it's a very painful process. And it — It wasn't made
lightly; it was made with a lot of paln and anguish. '

MODERATOR: Adlright. ~ (inaudibie) — Let's take a coupla real quick cnes, if wa have -

@ Just a quick question. You mentioed al tha baginning some possitle, downr-lhe-road changes, something &t DIA. Is that — [inaudibla) —
intellpence, or -

(CROSSTALK)

SENIOR DEFENSE OFFICIAL: Wea need ta work out wilh the national inlelligance folks exactly whael furdoughs the people fundaed by the nalional
inteligence program, if ary, have been. And thay wera not includad in the 120, 000 estimate.

d: Right. |thougit — | guess | thaught I'd seen somathing whare thase In the MIP [Miltary Intelligence Program] group would have furloughs and
thosa in NIP [Nationa! Intelligence Program] would not. Is that —

(CROSSTALK)

SENIOR DEFENSE OFFICLAL: What the meme says |8 those in NIP, N-I-P, woukl be determined by the direcior of national intelligence. And | don't
know - maan | think he's - he's made prally claar where he's heading, but | don't know if he's formally said . And | thaught, heck, ask them, so that wa can
adjust our numbers. :

Q: Okay. Sathat's ha part you'ra s8ying is not sure, Bul anyone -- are there exemptions in — within the military?

(CROSSTALK)

SENIOR DEFENSE OFFICIAL: | dont thirk there arp mors. | maan, therp May be a few of thesa onesies and twosies. And, you know, as they go
back ot 8nd — | don't - but 1 don'l think there are going te ba large changes,

| mean, we want 10 give — wa don't want (0 run this with & 6,000-mile screwdriver it wo can avoid it. We really want our commanders Lo have some
fatitude. But we will —| glso don't expect them to come back and say [ want 5,000 more examplions. So there batler be a heck of a good reason. '

(CROSSTALK)

Q: — (inaudibia) — at one point - (inauditla) — a lot of the members of Congress and public are going to say, "Why the hall don't you ot oul an F-35
or a littoral combat ship or ground combat vehicle, hardware inslead of people?”

This is not a lot of moneay for this department. It's kind of staggaringly low amount, And yat it's causing all this pain - (inaudiie). And | empathize
with that.

SENIOR DEFENSE QFFICIAL: Wall, first, we wouldn't have the eulhority 1o do hat, Tony, | mean, because this sequestration |s by account. And s,
I have to get it out of the Q&M (Operations and Manegement Jaccaunt.

And t could only reprogram, bul I'm using every dime - aimost every dime in lransfer suthority | hava, so | wouldn't be able 1o take anymore out of
investment.

And, sacond, | mean the problem is weo've already mede 50 many culs. We've cut out almost all facilities meintenance. We've stopped flying at 12
combal-coded squadrons. We've cut oul all training rotations, except for deploying units at — at Irwin and Polk.

Wa'viz done — and ~ and a whole lol of otherextras. | read our weekly report and | just - dozens of 383 we're slopping. Wa'va slopped most
caramonial everything pretty much.

{CROSSTALK)

SENIOR DEFENSE OFFICIAL So we've glready done all thesa things. If wa wera gonna get that $1.8 blllion — | know il doesn't sound like much — in
a ihree-monlh period or even the six thal we have lof, we would have had 1o ga afler more mairtenance or further shutdowns of units, And | think Secretary
Hagsl decided, and ) belisye it was the right decision, thal that isn't something we ought to do — would go too far.

€. (off mic} this iz — {inaudible) — didn have discrelion 19 cul acress from different accountls, Youhad to—

{CROSSTALK)
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SENIOR DEFENSE OFFICIAL: Wel, it cariainly didr't help. 1 mean, | would have praferred to have more trinsfer authordty, We asked forit, and it
juat didn't happen and Its not going bo happen. So it certainly didni haip, '

Q: The number of days — said 11. All things balng perfact itward he end of the year, whether there're any flucluations — {inaudible) — can 1he
number fluchuate above 11 or you're only talking abowt fuciuations below —

SEMIOR DEFENSE OFFICIAL; No.
. {CROSSTALK)
SENIOR bEFENSE QFFICIAL: Balow,
SENIOR DEFENSE OFFICEAL: |8 up to 11,
Q: So alaven is the top ling —
SENICR DEFENSE OFFICIAL: Right
Q: Thanks.
MODERATOR: The last quastion today.
Q: And o follow up on Tony's quasiion about the relau';relyamall amount of monay comparatively ~ compared to the amount of the sequestar, is thare
— | was talking ta ona union official who sew this as a politically driven decision; that DOD hopes that now paopla on the Hill wilt respond by canceling the
saquester or mitigaling the impact. Do you help with that? And Is — was that a motive?
SERIOR DEFENSE GFFICIAL; Thet doesn't seam ke ite gonna happen to me. | mean, I'd surs like them Lo, but 'm not anticipating i.
And, you know, | can {ell you, it was not polilically motivatad. |was in on these mestings. We were saying, “All right, what are we ponna do? How
gﬂu&m;g:&?;tmmwamaﬂ What ere we gonna out? MWpunmgoaﬂeraviaUmmajrﬂenm'f Ara we gonna start culting base ops by

And we just folt that those steps which we would hava had o teke to get that $1.8 billion, given everything else wa've done, woudd have had serious
adverse gffacts on owr mission, and that's why wa made this cecision.

MOUERATOR: Okay, | want |2 thank you el for coming today. Wa have taken a coupla of questions. The press office will have the answers 1o the
{aken questions this aftemoon. So = (laudible] — right hera as well 88 - (inaudibla) — are tag-teaming this in the press office. 5o on the taken questiona if
you want to check back with thern they'll have them fer you.

Thanks very much,
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: SECRETARY oF DEFENSE
. 1000 DEFENSE FENTAGON
- WASHINGTON, DC 20301-1000

| -M'Affﬁji 201

'MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTMENTS
CHAIRMAN OF THE JOINT CHIEFS OF STAFF
UNDER SECRETARIES OF DEFENSE.
DEPUTY CHIEF MANAGEMENT OFFICER
CHIEFS OF THEMILITARY SERVICES . ~ =
" COMMANDERS OF THE COMBATANT COMMANDS
CHIEF OF THENATIONAL GUARD BUREAU . =
DIRECTOR, COST ASSESSMENT AND PROGRAM
EVALUATION = |
DIRECTOR, OPERATIONAL TEST AND EVALUATION
L« L'COUNSEL OF THE DEPARTMENT. OF DEEENSE,
» YTOR GENERAL OF THE DEP _mopmmsg
* ASSISTANT SEGRETARIES OF DEFENSE
DEPARTMENT OF DEFENSE CHIEF INFORMATION: omcsn
 ASSISTANTS TO THE SECRETARY OF DEFENSE
DIRECTOR_‘,S._ADMINI’S'IRA’I‘ION AND MANAGEMENT

: ;..DRECTGRS GF.THEIDODFIELDAC o

SUBJECT: Furloughs

*This memo directsdefensemanagersto prepare to -fm"ib'" JHiost Jepartme
(DoD) civilians for upta 11 days: The schedule for furfoughs; so:pcr Specific:
described later in thisumemo.and in'the attanhmt:m E I?ave ade t}nsdecm _vay el

- the senior civilian and military Ieadership ofthe Department, hé.ve spent conmdemb ' time L
revie'wmg information related to the need for furloughs and I would like to share with, you the
.reasoning that Ied me to this dxfﬁcult decision. s

- Major budgetary shortfall.s drove the basic furh:rugh degision. On March 1 sequesmon _
went into effect across the federal government. DoD*sbudget for FYZOIS wasteduced by: $37
billion, including $20 billion in the operation and maintenance: (O&M) accoutity that paymany
of our civilian workers. In addition;, becatise our wartime budget is also subject to'sequestrat
we must utilize funds originally budgeted for other purposes in order to provide our tmops at war

“with every resource they need. To compound our problems, when we estimated fitture wartime
operanng costs more than a year ago, we planned on fuel costs below what we are currently
experiencing. Taken together, all these factors lead to a shortfall in our O&M accounts of more.
than $30 billion — a level that exceeds 15 percent of our budget request, with fewer than six
‘months left in the fiscal year in whmh to accommodate this dramanc reductmn in available '

IeSpUTICEs,
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We are taking actions to reduce this shortfall. One main priority has governed our
decisions; to- minimize the adverse effects on our military mission, including military readiness.
With this-in'thind, early this calendar year we cut back sharply on facilities maintenance and
worked to hold down base operating costs -- decisions we knew would build a backlog of
maintenance and adversely affect our bases. We are also preparing a request to Congress that
would permit us to shift sothe funding from investment and military personnel accounts into the
O&M acconnts, If approved by Congress, this initiative — known as a reprogramhming — would
help close the gap.

But these actions are not enough. “We have begun making sharp cuts in the training and
maintenance of our operating forees - cutbacks that are seriously harming mifitary readiness.
The Army, for example, has terminated most remaining FY 2013 training rotations at its combat
training centers. The Air Force has or soon will stop all flying at about one-third. of its combat-
coded squadrons in the active forces. The Navy and Marine Corps are cutting back on training
and on deployments — including a decision not to:send a second carrier strike group to the Guif.
These are only afew of the many cutbacks we have made in training and maintenance. These
-actions reduce our ablhty to handle future military contingéncy needs, both this year and in
subsequent years.

Even after taking all these actions, we are still short of needed operating funds for FY
2013, and we cannot rule out unexpected increases in costs:during the next few months. So we
confront a difficult set of trade offs. We can make even larger cutbacks in ‘training and
maintenance, firther reducing readiness to handle contingeney operations and putting into even
greater jeopardy our military readiness in future fiscal years. Alternatively, we can furlough
civilian personnel to help close the gap and, knowing that morale, productivity and readiness
would be affected. This is an unpleasant set of choices, but this is-the situation we face.

Before making a decision, I sought advice and inputs from senior leaders in the military
departments and agencies as well as advice from my senior civilian and ﬁﬁlitary staff. Iasked
them to keep in. mind our fundamental criterion to minimize adverse mission effects-and, subject
to that criterion,.to ensure reasonable consistency and fairness across. the Department for any
furloughs that we impose.

Based on all these inputs, I have decided to direct furloughs of up to 11 days for most of
the Department’s civilian personnel. Furloughs for up to 11 days represent about half of the 22
days that can legally be unposed in a year and also about half the number we had originally
planned. This halving of previous furlough plans reflects vigorous efforts to meet our budgetary
shortfalls through actions cther than furloughs as well as Congressional passage of an
appropriations bill in late March that reduced the shortfalls in our operating budget and
expectations of Congressional action on our reprogramming request,

Furloughs will bé imposed in every military department as well as almost every agency
and in our working capital funds. All of our civilian employees are important, and I would
prefer not to furlough any of ﬂ_lem However, there will only be limited exceptions driven by law
and by the need to minimize harm to mission execution. We will except civilians deployed to
combat zones and civilians necessary to. protect life and property (but-only to the extent needed
to provide that protection). A few categories of workers will be excepted for specific mission
reasons while some categories of workers will be excepted because furloughing them would not
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free up money for crmcal DoD mlssmnneeds The attachmmt prmndeﬂ details fegarding
approved exceptions. Fewer than one ﬂﬁh ofall cmhans pald with apprapnaied funds will b
excepted from furloughs. _

_ The planmng and mplementahon of fllIIOllg]:IS will be carried out based on the sczhedule
below: - .

. May 28 - June S: Fu:lough proposa.l notices. wﬂl be. Berved to mdmdual employecs
subject to firloughs. _

e June 4~ June-12: Indmdua.l employee reply penods end 7~calendar days from when _
the proposal was received, unless Component procedures allow for a different reply,

- period, _

e June5 - July 5: Furlough decision letters will be. served to mdwxdual empioyws
subject to furloughs, dependmg on when the proposa] was recewed and prmr to the
first day of furlough. o _ _

. J‘uly 8: Furlough penod begms no. earherth.an tl:usdate

We wﬂl bagmfuﬂoughs oniuly 8 a:tthemte Ofl ﬁll'lo‘llghdayper weekf

2013. Ifour budgetary sﬂuatlon pernuts is to end ftn'loughs early, I Would sftongly prefer to do o
80, Thatlsadecmonlwﬂl makelatetmtheyear R o e

: managers wnll have the aur.honty 10 develop the. Speclﬁcs of‘furlough procediires- - e
minimize adverse mission effects and also limit the harm to morale and pinduwvity Further _
bargaining with unions may also be required. The Under Secretary for Personnel and Readiness
has already issued guidance as appropriate regarding personnel and union issues, relatedto.
furloughs and will issue additional guidance asneeded. Overall ooordmatlon.' sequester and :
furlough policies wxll be the fesponsibility of the Under Secretary-of Defer trofler), -

Each of the Department’s cmllan employees makes a.n 1mp0rtant contribut[on 40; the
readiness of our Department to meet the nation’s hational security needs. Iundersiand that the
decision to impose furloughs imposes financial burdens on-our valued employees, hammus:overall
morale, and carrodes the long-term ability of the Department to carry out the national defense -
mission. Ideeply regret this decision. T will continue to urge that our nation’s léaders reach an
agreement to reduce the deficit and de-trigger sequestration.. If no agreement is reached, I will
continue to look for ways to limit the adverse effects of sequestration and associated: budgetary
shortfalls both-on the men and women of the Department of Defense, and on our natlonal

 defense.

Attachment:
As stated,
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Department of Defense Furlough Exceptions

This attachment provides Components with final dispositions on categorical exceptions to

the Department of Defense (DoD) plan to-firlough civilian employees for a maximum of 88
hours or 11 discontinuous workdays because of the current financial crisis caused by a
sequestration for Fiscal Year (FY) 2013, increased costs for ongoing Overseas: Contmgency
Opemtlons, and other emérging requirements. - In order to minimize adverse effects on mission,
employees in the following: categones are exoepted from furlough for the reasons noted:

3

b)

d)

£

h)

In order to avoid harm to war' efforts all'employees deployed {(in a Temporary Duty status)

- or temporanly asszgned (to'include Temporary Change of Station) to a combat zone (as

defined in notes below) are excepted from furlough.

In order to avoid harm-to mission,. ﬂiOSG employees necessary to protect safety of life and
property are: excepted 10 the extent necessary to protect life and property. This includes
selected medical personnel. Later pnrtlens of this attachment provide details.

Employees in Navy shipyards WHI be excepted from furlough because it would be:
particularly difficult fo make up: de!ays in‘maintenance work ori nuclear vessels and these
vessels are eritical to missiont svccess. All other depot employees, whether mission-funded
or working capitél fund employees, will be subject to fizrlough.

Furloughs for employees funded w1th National Intelligence Program (NIP) funds will be

determined by the Director of National Intelligence. Employees fiinded with ‘Military
Intelligence Program (MIP) funds will be ‘subject to furloughe: =~

Becausé there would be nio sawngs F oreign Military Sales (FMS) employees whose
positions.are exclusively funded from FMS. Administrative and FMS case funds (case
number may be required t6-validate finding source) and from Foreign Military Financing
accounts are excepted from furlough. Furloughing employees in this category would not
reduce the expenditure.of DoD budgetary resources and so would not assist in meeting
sequestration reductions. The FMS case-funded positions funded in whole or part by DoD
appropriations (to include’ “pseudo-FMS” ‘cases) are subject to furlough.

By law, all individuals appomted by the President, with Senate confirmation, who are not
covered by the leave system in title 5, U.S. Code, chapter 63, or an equivalent formal leave
system, are excepted from furlough.

All employees funded-by non-appropnated funds (NAF) * (e gardless of source of NAF

funding) are excepted from furiough., ‘Furloughing employees in this category would not

reduce the DoD» budget and so would'not assist in meeting sequestration reductions.

All Outside Contiguous United States foreign national employees, many of whom are subject
to Status of Forces Agreements, are excepted from furlough because their situation vary

greatly by country/region and because, in some cases, they are paid by host govemments.

I'NAF employees are not covered by the réquirements and procedures applicable to furloughs of appropriated fund
employees under FY'13 sequestration. However, NAF employees may be furloughed under DoD NAF and
Component policies and procedures for busimess-based reasons,
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1) Any employees who are not paid dlrectly by accounts inchided in the Depamnent of
Defense-Military (subfunction 051) budget are excepted from furlough. For example, th:s
‘would include employces funded by the Arlington National Cémetery (705 fimction) and
DoD Civil Works (various:non-051 functions) programs. These exceptions have been
‘identified by the Components. Furloughing these employees: would not reduce the
expenditure of DoD budgetary resources and so would not assist in meeting sequestration

_rcductlons

The following portion of this document provides the de&nuve list. of add:txonal approved
exceptions beyond those listed inthe preceding patagraph. The exceptions. approved for the -
safety of life and protection of property category are grantetl with the understanding that these
are the minimum exceptions needed to maintain operations and: provxde security on a 24/7 basis
and that furloughing these employees would result in the Department incurring. additional costs
for premium pay. Similarly, the exceptions for the medical category are approved with the.

-understanding these excepuonspreservethcmmmuml,"" >d 10 mainia
- quality of care in 24/7-emergency robms.and other eritical:care areas; uch as behamoxal:hj h,
- wounded warrior support, and disability evaluatior, Fuloug ese-employees would resuI e
in unacceptable care being provided, and: the Department would incur increased costs-for '
premium pay or TRICARE. The exceptmn for Child Deveiopment Centers is granted with the
understanding that this is the minimirn level needed to maititain accreditation and maintain
quality care for children in military families. Some Department of Defénse Education ACi:mty
employees, while not excepted from furlough; may only be furloughed swhen they areinapay =
status. Therefore, they wﬂl only be subject to furlough for up. to. ﬁve days at e beginmng of the
2013 schoal year. 3

Recogmzm g that cxrcumstances can change in ‘thlS dynamxc enmoximent, ﬂm Secretanes
~ of the Military Departments, and the Prinicipal Staff Assistanits'for the Defense Agéncies and
Field Activities, may approve up to 50 additional mdmdua! mission-based, -exceptions as:
needed to ensure safe and efficient operations of their respective Départments: Any'such - -
exception must be reported to the Actitip Undér Secretary of Defenise (USD) for Personnel and R
Readiness and the USD omptroller There are 1o cthet approved exceptions yrowdéd ased on: j'_" SR
the Components’ submissions, Futloiigh pmposal notl___ should be: 1ssued to all Tpacte
empioyees begmmng May 28, 2013. _ "

Relative to the review and decision on individual employee requests for exceptmn, per

-~ guidance issued via the Principal Deputy Assistant Secretary of Defense, Readiness and Force -
Management, memarandum, dated March 13, 2013, activities should designate the: Deciding
Official. The designated Deciding Official will be no Tower than a Jocal. Installatlon Commander, -
senior civilian or equivalent who would be'in the best position to determine the fair irid equitable
application of the frlough. Deciding Official responsibilities may not be further delegated.
Deciding Officials are charged with, and are accountable.for, making final decisions ori furloughs
for individual employees after carefiilly considering the employee’s reply, if any, and the needs of -
the Department. Deciding Officials must also ensure they make final decisions in cases where an
employee does not submit a reply. Deciding Officials will have the authority to execute the:full

- range of options with respect to providing relief in individual employee cases. This authorlty
includes, but is not limited to, reducing the number of days/hours an individual employee is
ﬁlrloughed, or granting the individual employee an exceptwn from the furlough altogether.
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Component | Safety of | Medical Others Comments
Life & | Personne]l
Property | x
DoN - 7,543 1,418 212 CIVPERS CIVPERS deployed at sea
at Sea are subject to furlough upon
return from deployment
4,712 CIVMARS are subject to
CIVMARS furlongh wpon returmn. from
deployment
514 Maintain safety standards
Appropriated and quality of care
Fund (APF)
Child
Development
Centers
{CDCs)
15 Support t6 classified
programs
28,000 Shipyard Workers, General
1,657 Shipyard Workers, Nuclear
and Naval Reactors Steff
USA 263 | Upto 555 APF " Maintain safety standards
6,600 CDC and ‘quality of care
.Employees
75 | ARNG Dual Status
Technicians for Alerts,
Firefighting, Personnel
Recovery and other
missions
17 Support to classified
programs
257 Non-immigrant employees
requiring H-1B visas at
Defense Language Institute
3
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Component

Safety of

Property

Life &

Medical |
Personnel

- Others

Gomm

USAF

1933

- 410

62

1,123

30 Studerits
| 94 Multi-I0C

24/7 Plart

. Operators
o
': 3

. CDCS_.‘_ i

Support to classified
programs
ANG Dual Status o
Technicians for Alerts; -
- F lreﬂghtmg, Personnel

Recovery and other
: mnssxons

. Intel Sehool & FLETC .

Heatmng a__s_;e Water Plant .|
minimum safe manning- .

| Conhngeney’l’lﬂ!mers -

DLA

. .' '353'””

[DAZM

623

546 are: ﬁz:m the Pentagon

1 Force: Protept:on Apgency; the .
- remammg 77 are; Waslungton
| Pentagon safetarand emergency 2
-commumcahons : '

| Mostw will be furloughed fewer -

than 11 days due to the need to

| maintain operations and

secmty 24/17.

US Cowrt of
Appesls for
Armed Services

59

The. Chref Iudge wzﬂ deezde
.| how.many daysto. ﬁ!:}ough

employees, ifatall.

JTFCAPMED

. 368

165@ Walt’_e_x_'Reed-

{203 @ Fort Belvoir
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Component | Safetyof | Medical Others Comments
Life & | Persounel
Property '
USUHS 22 . | Animal Husbandry Technicians
5 Non-immigrant employees
requiring H-1B visas
Office of the 9 Civitian Trial Practitioners
Military
Commissions ~
Defense Legal
Services
| Agency _ -
Department of ' 10,950 9-month DoDEA employees,
Defense ‘which includes teachers;
Education _ ' ‘educational aids, and support
Activity | 'staff may only be furfoughed
(DoDEA) forupto 5 days atthe
beginning of the 2013 school
year.

DCAA 1 Non-immigrant employees
' _ : : requiring H-1B visa

Notes:

1. Safety of life and property. exceptions are based on need for 24/7 coverage in most instances.
It is expected all Components will furlough for less'than 88 hours in these areas where
feasible.

2. Individuals for whom law enforcement premium pay would result in no loss of pay if
furloughed will be excepted: from the furlough,

3. 20 CFR 655,731 requires that the employer of a H- 1B non-immigrant who is not performing
work and is placed ina nonproductive status due to a decision by the employer (e.g., placed
in a non-pay/mon-duty status:due to administrative furlough) pay the salaried employee the
full pro~rata amount due, or to pay the hourly-wage employee for a full-time-week (40 hours
or such other number of hours as the employer can demonstrate to be full-time employment
for hourly employees, or the full amount of the weekly salary for salaried employees) at the
required wage for the occupation. -
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1. References,

a) Title.26, U s. Code Sechon 112 Certam combat zone compensatlon of. members ofthe
Armed Forces . .

b) Executive Order 1.2_-.744, January 2-1., 1991

¢) Execuﬁve' Order 131 19, April 13,1999

d) Executive Order 13239 December 12 2001 . . _

€) Public Law 104—1 17, To pmwde that members of ﬂ:le Annefd Forces Ort mg scfwccs

‘for peacekeeping efforts in Bosnia and Herzegovina, Croana, and Macedoma shallbe
entitled to tax beneﬁts in. t.he same manneras if such: semces wele performed in a combat

ZOIle.

2. The foliovwng locations are designated s “Combat Zones” by law, Presidentlal Executwe

Order or by DoD. certification that members:of the Armied Forces semng 1n such IOcatlons are
servmg in direct support of mlhtary Operanons ina combat mne e A

Countries:

Afghanistan (EO 13239)

referencing Operation Endurmg Freedom)' |

(DaD certification)
Saudi Arabia (EO 12744)

Somalia (DoD certification)

Umted Arab Enurates (EO 12‘744)

Albania (EO 13119) | Uzbek:stan (DoD cerhﬁcatmn) | .
Bahram (EO 12744) Yenien (DoD ceru.ﬁcatwn) AR
Bosnia (PL, 104-117) Croatia (PL 104-117)

Djibouti (DoD _cerﬁ:ﬁcétidn) ' Hezzegovma (PL 104-1 17y

Iraq (B0 12744) ;'.Jordan (DoD cerhﬁcauan)

Kuwait (EO 12744) | Kyrgyzf;tan (DOD certlﬁcatlon)

Macedonia (PL 104-1170) Montenegro (EO 131 19) |

Oman (EO 12744) Palustan (DGD cert]ﬁcatmn)

Philippines (Only troops with orders Qaia: (EO 12744) |

Setbia (includes Kosovo) (EO 13119)

Tajikistan (DoD certification)
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Sea Areas:

Adriatic Sea (EO 13119) That portion of the Arabian Sea that
lies north of 10 degrees north latitude,
and west of 68 degrees east longitude
(EO 12744)

Gulf of Aden (EO 12744) Gulf of Oman (EO 12744)

Ionian Sea north of the 39" Parallel (EO 13119)  Peisian Gulf (EO 12744)

Red Sea(EO12744)
3. Adherence to the.following priii'cipIGS"eﬁsures consistency in applying the "deployed to
combat zone" exemption to civilian employees in the context of the administrative furlough:

a) “Deployed cmhan is defined as & civilian employee who is deployed (in temporaty duty
(TDY) status) ot teiniporarily assigned (to iniclude temporary change of station (TCS)) to
a “combat.zone” as:set forth above,

b) “Combat zone” is defined as those Iocaﬁons listed as combat zones in Execiitive Orders
12744 131 19 'or 13'239 and locanons where nuhtary are ehgible fOr combat zone tax

m:htary operatmns

¢) A “deployed civilian’s” penod of deployment includes timé spent in attendance at
mandatory pre-deployinent traifning as well asin completing mandatory post-deployment
requirements.

~d) A civilian employee who was deployed to a combat-zone but tedeploys mid-way through
the furlough. penod will teceive a notice of proposed furlough-upon retarn to their parent
organization and ptior to any furlough. ‘Further, the number of hours for which the
employee will be ﬁ.u‘loughed ‘will be pro-rated.
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*EMBARGOED FROM PUBLIC/PRESS RELEASE*
*UNTIL 1430 HRS, 14 MAY 2013*

MESSAGE FROM SECRETARY HAGEL ON FURLOUGHS
TUESDAY, MAY 14, 2013

To all Department of Defense personnel:

As you are fully aware, the Department of Defense is facing a historic
shortfall in our budget for the current fiscal year. This is the result of current law
that went into effect March 1. It imposes deep across-the-board cuts on DoD and
other federal agencies. Combined with higher than expected wartime operating
costs, we are now short more than $30 billion in our operation and maintenance
(O&M) accounts — which are the funds that we use to pay most civilian employees,
maintain our military readiness, and respond to global contingencies.

The Department has been doing everything possible to reduce this shortfall
while ensuring we can defend the nation, sustain wartime operations, and preserve
DoDD’s most critical asset — our world-class civilian and military personnel. To that
end, we have cut back sharply on facilities maintenance, worked to shift funds
from investment to O&M accounts, and reduced many other important but non-

essential programs.

Still, these steps have not been enough to close the shortfall. Each of the
military services has begun to significantly reduce training and maintenance of
non-deployed operating forces — steps that will adversely impact military
readiness. And even these reductions are not enough. Since deeper cuts to training
and maintenance could leave our nation and our military exposed in the event of an
unforeseen crisis, we have been forced to consider placing the majority of our
civilian employees on administrative furlough.

After extensive review of all options with the DoD’s senior military and
civilian leadership on how we address this budget crisis, today I am announcing
that I have decided to direct furioughs of up to 11 days for most of the
Department’s civilian personnel. I have made this decision very reluctantly,
because I know that the furloughs will disrupt lives and impact DoD operations. I
recognize the significant hardship this places on you and your families.
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After required notifications, we will begin the furlough period on July 8 at
the rate of one furlough day per week for most personnel. We plan to continue
these furloughs through the end of the current fiscal year. If our budgetary
situation permits us to end furloughs early, I would strongly prefer to do so. That
is a decision I will make later in the year.

Furloughs for 11 days represent about half of the number we had originally
planned, reflecting the Department’s vigorous efforts to meet our budgetary
shortfalls through actions other than furlough. There will be exceptions driven by
law and by the need to minimize harm to the execution of our core missions. For
example, all employees deployed or temporarily assigned to a combat zone will be
excepted from furloughs.

Your managers have been given authority to develop specific furlough
procedures to minimize adverse mission effects and also limit the harm to morale
and productivity. They will be in touch with you to provide guidance and answers.

The President and I are deeply appreciative of your patience, your hard
work, and your dedication and contributions to the critical mission of helping
protect America’s national security. I am counting on all of you to stay focused on
this vital mission in the days ahead. AsI said the day I assumed the
responsibilities of Secretary of Defense, I'm proud to be part of your team and I’m
proud to serve with you.

###
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DIRECTOR’S FURLOUGH MESSAGE (14-MAY-2013)

All,

As many of you may have already heard, the Department issued formal guidance today for us to move
forward with plans to furlough civilian employees for as many as 11 days beginning in July. For most of
our employees, that will equate to 8 hours per week for the last 11 weeks of the fiscal year. The SECDEF
also stated today that, if the Department is successful in further cost cutting efforts, the 11 days may be
reduced to a lower number when it is clear that the Department as a whole will be able to come in
within current fiscal guidance. While the exact number of fudough days may be less, we should all be
planning for the 11 days at this point. Formal notification letters will likely be sent to each of you within
the next two weeks.

| know this will present serious personal challenges for many of us and critical workload challenges for
all of us. For our part, DCMA will move forward with the plans and processes we have in place and we
will carefully monitor our implementation of these reductions to ensure we minimize impacts to
customers. We will continue to work closely with our union partners to work any issues as they arise.

I will continue to provide updates as our plans unfold. As I've said before in earlier emails, please do
your best to look out for your fellow employees and be sensitive to the issues we all will be facing. Now
more than ever, it's important for us to "look out for our wingmen". | know | can continue to count on
all of you to keep up the remarkable work that you do each and every day to look out for the interests of
our war fighters and the taxpayers.

Charfie E, Williams Jr,
Director

Defense Contract Management Agency
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From: Director, DCMA

Sent: Monday, May 06, 2013 1:38 PM

To: DCMA All Personnel

Cc: Ft. Lee — 10500; Ft. Lee - Rivers Bend; Ft. Lee — DSCR
Subject: Updated Furlough Information

All,

| know we are all keenly interested in the status of furfough actions across the Department and the
impacts they may have on each of us personally. | promised to keep you informed of any changes or
updates as they occur. Unfortunately (or maybe fortunately), there just isn't much to update you on at
this point - and that's probably a good thing. Guidance from the Department is still to hold off on issuing
formal furlough notifications to the workforce while they carefully work through the financial impacts
that recent budget authorities/flexibilities from the Congress have provided. While the DoD is clearly
not out of the financial woods yet and may still need to furlough before the end of the fiscal year, [ can
only view it as a good sign that they have directed us to delay formal notifications,

We may know more in the next few weeks and, if so, | will update you all as soon as possible. But
realistically, it is completely possible that we may go through the remainder of the year without a
definitive answer on furloughs until the year is over. The Department will continue to look for belt
tightening opportunities to solve current budget issues while further minimizing or eliminating the need
for furlough actions. To the extent the Department is successful in finding other offsets, I'm fairly
certain that furlough decisions will continue to be delayed.

As for how DCMA is holding up through the current problematic budget times, | can only say how proud
I am of our workforce, our leaders, and our financial management community for identifying ways to
reduce, holding ourselves accountable, and generating savings for the Department to stay within our
very restrictive top-line budget. It certainly has not been easy and tough choices continue to be made
on a daily basis, but we are staying within our new budget guidelines and doing our part as good
financial stewards. But what has been most impressive to me, is the way this Agency has pulled
together in these tough times to ensure that our customer's most critical needs have been met and our
service levels have remained so high. Thanks so much for your service, stewardship, and selfless
commitment to the critical mission of DCMA.

Charlie E. Williams Jr.

Director
Defense Contract Management Agency
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

April 4,2013

M-13-11

MEMORANDUM FOR THE HEADS OF EXECUMVE DEPARTMENTS AND AGENCIES

FROM: Danny Werfel
Controller

SUBJECT:  Ongoing Implementation of the Joint Committee Sequestration

Section 251 A of the Balanced Budget and Emergency Deficit Control Act (BBEDCA), as
amended, on March 1, 2013, required the President to issue a sequestration order canceling $85
billion in budgetary resources across the Federal Government for the remainder of fiscal year
(FY) 2013. This action was required due to 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,

The Administration continues to urge Congress to take action to eliminate the Joint
Commitiee sequestration and restore cancelled budgetary resources as part of a balanced
agreement on deficit reduction. However, until Congress takes such action, executive
departments and agencies (agencies) must continue to implement the reductions required by
sequestration, ‘

This memorandum provides further guidance on specific issues regarding the
management and implementation of sequestration that the Office of Management and Budget
(OMB) preliminarily addressed in prior memoranda. OMB previously issued guidance on the
appropriate implementation of sequestration in Memorandum 13-03, Planning for Uncertainty
with Respect fo Fiscal Year 2013 Budgetary Resources, Memorandum 13-05, Agency
Responsibilities for Implementation of Potential Joint Committee Sequestration; and
Memorandum 13-06, Issuance of the Sequestration Order Pursuant To Section 2514 of the
Balanced Budget and Emergency Deficit Control Act of 1985, as Amended.

Appropriate Use of Existing Reprogramming and Transfer Aunthorify

Sequestration provides an agency with little discretion in deciding where and how to
reduce spending, All non-exempt budget accounts in & given spending category must be reduced
by a uniform percentage, and the same percentage reduction must be applied to all programs,
projects, and activities (PPAs) within a budget account. However, depending on an agency’s
account structure and any existing flexibilities provided by law, some agencies may have a
limited ability to realign funds to protect mission priorities. As directed by Memorandum 13-03,
in allocating reduced budgetary resources due to sequestration, agencies should generally “use
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any available flexibility to reduce operational risks and minimize impacts on the agency’s core
mission in service of the American people.” Agencies should also “take into account funding
flexibilities, including the availability of reprogramming and transfer authority.”

Consistent with this guidance, agencies with reprogramming or transfer authority should
continue to examine whether the use of these authorities would allow the agency to minimize the
negative impact of sequestration on core mission priorities. In doing so, agencies must consider
the long-term mission, goals, and operations of the agency and not just short-term needs. For
example, agencies should avoid taking steps that would unduly compromise the ability to
perform needed deferred maintenance on facilities, invest in critical operational functions and
support, conduct program integrity and fraud mitigation activities, and pursue information
technology or other infrastructure investments that are essential to support the long-term
execution of the agency’s mission. Similarly, while agencies with carryover balances or reserve
funds should consider appropriate use of these funds to maintain core mission functions in the
short term, it is important not to use these funds in a manner that would leave the agency
vulnerable to future risks due to a potential lack of available funds in future years.

Agencies should consult with their OMB Resource Management Office (RMO) to assess
options for utilizing existing authorities and ensure that any proposed actions appropriately
balance short-term and long-term mission prioritics. Agencies must also consult closely with
their OMB RMO on any proposed actions that would reduce carryover balances or reserve funds
below historical levels.

Funding for Agency Inspectors General

Funds for agency Inspectors General (IGs) from non-exempt accounts are subject to
sequestration under the March 1, 2013 sequestration order. The head of each agency has the
final responsibility for implementing the reductions required by sequestration. Upon making
such determinations, I1Gs have the final responsibility for determining how their anthorized
budgets will be allocated.

To the extent an agency has discretion in implementing reductions to IG funding due to
sequestration, agency heads should be mindful of the independence of the Office of Inspector
General and should consult with the IG on a pre-decisional basis on matters that may impact IG
funding. In particular, agencies must remain cognizant of the provisions in section 6 of the
Inspector General Act of 1978, as amended, which outline the need for IGs to maintain the
appropriate resources and services necessary to perform their statutory duties and describe the
manner in which IG budgets are requested.

In cases where IG funds are not intermingled with other agency funds and exist as their
own PPA, the IG shouid be provided full discretion to determine how to implement the
reductions required by sequestration. In cases where IG funds are intermingled with other
agency funds within a PPA, while the specific amount of reductions will vary by agency and
account, @ benchmark that should be considered by the head of the agency—in consultation with
the IG—is to apply a percentage reduction to IG funds that is same as the average percentage
reduction for all other funds within the PPA. Upon determining the amount of the reduction for
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IG funds in such cases, the agency head should then defer as appropriate to the IG in determining
how the IG manages the reductions.

Agencies should consult with their OMB RMO throughout this process as well.

Discretionary Monetary Awards

OMB Memeorandum 13-05 directs that discretionary monetary awards should not be
issued while sequestration is in place, unless issuance of such awards is legally required.
Discretionary monetary awards include annual performance awards, group awards, and special -
act cash awards, which comprise a sizeable majority of awards and incentives provided by the
Federal Government to employees. Until further notice, agencies should not issue such
monetary awards from sequestered accounts unless agency counsel determines the awards are
legally required. Legal requirements include compliance with provisions in collective bargaining
agreements governing awards.’

Consistent with past guidance, certain types of incentives are not considered discretionary
monetary awards for the purposes of this policy. These include quality step increases (QSIs);
travel incentives recognizing employee savings on official travel; foreign language awards for
mission-critical language needs; recruitment, retention, and relocation incentives (3Rs); student
loan repayments; and time-off awards. While these items are permitted, in light of current
budgetary constraints, they should be used only on a highly limited basis and in circumstances
where they are necessary and crifical to maintaining the agency’s mission. In addition,
consistent with the policy set forth in the Guidance on Awards for Fiscal Years 2011 and 2012,
jointly issued by the Office of Personnel Management (OPM) and OMB on June 10, 2011,
spending for QSIs and 3Rs should not exceed the level of spending on such incentives for fiscal
year 2010,

With respect to Federal political appointees, agencies should continue to follow the
policy set forth in the August 3, 2010 Presidential Memorandum, Freeze on Discretionary
Awards, Bonuses, and Similar Payments for Federal Political Appointees. OPM previously
issued guidance on implementation of this memorandum.

Reducing Burden for State, Local, and Tribal Governments

To the extent agencies provide grants or other forms of financial assistance to States,
localities, or tribal governments, agencies should consider if there are ways to help such entities
mitigate the effects of funding reductions due to sequestration through reducing administrative
burdens or other standard administrative processes, consistent with applicable legal requirements
associated with the funds provided. In doing so, agencies should consult closely with their State,
local, and tribal partners to determine whether such steps enable public funds to be used in a
more cost-effective manner,

! Consistent with legal requirements, agencies may consider engaging in discussions with employees’ exclusive
representatives to explore revisions to such provisions in existing collective bargaining agreements, in recognition of
this guidance.
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From: Director, DCMA

Sent: Thursday, March 21, 2013 1:06 PM
To: DCMA All Personnel

Cc: Ft. Lee - 10500; Ft. Lee - Rivers Bend
Subject: Updated Furlough information

All,

We have received notice, that shouid it be necessary, the release of furlough notices will not occur
before 5 April 2013. The purpose of the delay is to ensure the Department has time to fully assess the
impacts of the pending Continuing Resolution legislation on the Department's resources. As usual, we
will continue to keep you informed as things change during these difficult and dynamic times.

Charlie E. Williams Jr,
Director
Defense Contract Management Agency
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Overview

The U.S. Office of Personnel Management (OPM) has prepared human resources guidance for
agencies and employees on administrative furloughs. An administrative furlough is a planned
event by an agency which is designed to absorb reductions necessitated by downsizing, reduced
funding, lack of work, or other budget situation other than a lapse in appropriations.
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NOTE: Certain Qs and As in this document, “Guidance for Administrative Furloughs,” assume
coverage under provisions of law or regulation specified in the given Q and A. To the extent that
a particular employee is not covered by those specified provisions, the guidance in the Q and A
may not be applicable.

A. General

1. Whatis a furlough?

A. A furlough is the placing of an employee in a temporary nonduty, nonpay status because
of lack of work or funds, or other nondisciplinary reasons.

. What is an administrative furlough and why are administrative furloughs necessary?

A. An administrative furlough is a planned event by an agency which is designed to absorb
reductions necessitated by downsizing, reduced funding, lack of work, or any other budget
situation other than a lapse in appropriations. This type of furlough is typically a non-
emergency furlough in that the agency has sufficient time to reduce spending and give
adequate notice to employees of its specific furlough plan and how many furlough days will
be required. An example of when such a furlough may be necessary is when, as a result of
Congressional budget decisions, an agency is required to absorb additional reductions over
the course of a fiscal year.

3. What human resources guidance applies for furloughs that are caused by a lapse of

appropriations (i.e., shutdown furloughs)?

A. In the event that funds are not available through an appropriations law or continuing
resolution, a “shutdown” furlough occurs. A shutdown furlough is necessary when an agency
no longer has the necessary funds to operate and must shut down those activities which are
not excepted pursuant to the Antideficiency Act. For additional information on shutdown
furloughs, see OPM’s Guidance for Shutdown Furloughs at http://www.opm.gov/policy-data-
oversight/pay-leave/furlough-guidance/#url=Shutdown-Furlough.

. What does it mean to be in furlough status?

A. Furlough status means that, because of a furlough (as described in Question A.1.), the
employee is placed in a nonpay, nonduty status for designated hours within the employee’s
tour of duty established for leave usage purposes (i.e., the tour of duty for which absences
require the charging of leave). Furlough hours are a type of leave of absence without pay.
Employees are in furlough status only during designated furlough hours, not for entire
calendar days. Furlough status may be designated as the employee’s full daily tour of duty or
part of that tour of duty. For example, an employee may be furloughed for half of an 8-hour
daily tour of duty, or 4 hours. An employee who is in furlough status during a daily tour of
duty may be ordered to perform work outside that tour, and such work would be subject to
normal compensation requirements. (See also Questions D.4. and D.5.)
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5. Does placement in furlough status cause a full-time employee to be converted to part-
time or a part-time employee to be converted to a reduced part-time work schedule?

A. No. Placement in furlough status or any other kind of temporary nonpay, nonduty status
does not affect the nature of an employee’s official work schedule as full-time or part-time.
For a full-time employee who is furloughed during a 40-hour basic workweek, the employee
continues to have a full-time 40-hour basic workweek. For a part-time employee who is
furloughed, the part-time tour of duty established for leave usage purposes also remains the
same.

B. Covered Employees
1. Which employees may be affected by an administrative furlough?

A. Agencies are responsible for identifying the employees affected by administrative
furloughs based on budget conditions, funding sources, mission priorities (including the need
to perform emergency work involving the safety of human life or protection of property), and
other mission-related factors. See also Procedures and Labor Management Relations
Implications.

2. How will employees be notified whether they are affected by an administrative
furlough?

A. Each agency will determine the method and timing of notifying employees of whether they
are affected by an administrative furlough. See also Procedures and Labor Management
Relations Implications.

3. Are political appointees (such as Executive Schedule officials, noncareer members of
the Senior Executive Service (SES), and Schedule C appointees) subject to
administrative furlough?

A. All political appointees who are covered by the leave system in 5 U.S.C. chapter 63, or an
equivalent formal leave system, are subject to administrative furlough. For example,
Schedule C appointees in the General Schedule or Senior Level (SL) pay systems and
noncareer SES members are all covered by the leave system and subject to administrative
furlough. However, regular procedural requirements may not apply. (See Q&As M.5., M.6.,
N.12., and N.13.) Individuals appointed by the President, with or without Senate
confirmation, who are not covered by the leave system in 5 U.S.C. chapter 63, or an
equivalent formal leave system, are not subject to furlough. (See Q&A B.4. for more
information on why certain Presidential appointees are not subject to furlough.)
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4. Why are leave-exempt Presidential appointees not subject to furlough?

A. Individuals appointed by the President, with or without Senate confirmation, who are not
covered by the leave system in 5 U.S.C. chapter 63, or an equivalent formal leave system, are
not subject to furlough. An exemption from the chapter 63 leave system may be based on

5 U.S.C. 6301(2)(x) or (xi). (See also OPM regulations at 5 CFR 630.211.) These leave-
exempt Presidential appointees are not subject to furloughs because they are considered to be
entitled to the pay of their offices solely by virtue of their status as an officer, rather than by
virtue of the hours they work.

A leave-exempt Presidential appointee cannot be placed on nonduty status. Thus, the
appointee’s pay cannot be reduced based on placement in nonduty status, including via the
mechanism of a furlough. As explained above, a leave-exempt Presidential appointee is
entitled to the established pay of the position based on the holding of the office, not on the
hours of duty.

Presidential appointees who are covered by the chapter 63 leave system are not considered to
be entitled to pay based solely on their status as officers; thus, these individuals are subject to
furlough in the same manner as other Federal employees. (See 5 U.S.C. 5508.) Any
Presidential appointee who is a member of the Senior Executive Service (SES) or in a senior
level (SL/ST) position paid under 5 U.S.C. 5376 may not be exempted from the chapter 63
leave system. All SES and SL/ST employees are subject to furlough on the same basis as
other employees. (The furlough of career SES members is subject to the procedures in

5 CFR 359, subpart H, and the furlough of SL/ST employees is subject to the procedures in

5 CFR 752, subpart D, or 5 CFR part 351, as applicable.)

While employees may be subject to furlough, the applicable due process procedures depend
on the type of employee in question. For example, all Presidential appointees are excluded
from the adverse action procedures in 5 U.S.C. chapter 75, based on 5 U.S.C. 7511(b)(1) and
(3). In addition, Presidential appointees subject to Senate confirmation are excluded from
reduction in force procedures, based on 5 CFR 351.202(b). If a Presidential appointee is
subject to furlough but not subject to adverse action or reduction in force procedures, the
agency should follow any administrative procedures required by any applicable internal
personnel policies.

Note: A former career Senior Executive Service (SES) appointee who receives a Presidential
appointment that would normally convey an exemption from the leave system may be eligible
to elect to retain SES leave benefits under 5 U.S.C. 3392(c). If SES leave benefits are so
elected, such a Presidential appointee would be subject to furlough under 5 CFR part 359,
subpart H.
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5. Are furloughed detailees returned to their home agencies following any furlough?

A. Detailed employees remain officially assigned to their permanent positions during the
detail. During a furlough, each agency will determine the status of their employees on detail
within the agency or to another agency.

6. Do all detailees follow the furlough policies and procedures of their home agencies if the
detail continues?

A. Yes, because all detailees remain officially employed by the agencies from which they are
detailed. If furlough is required, the home agency will determine if and how the detailed
employee is affected. The home agency and the receiving agency should discuss how a
detailee will be affected if a furlough is not required in the home agency but is required in the
receiving agency.

7. 1 have a detailee from another agency working in my unit. Who can I contact to discuss
any flexibility the home agency may be willing to exercise regarding scheduling of any
required furlough days?

A. Generally, the point of contact would be the human resources office of the employee’s
home agency. If the point of contact within that office is unknown, OPM suggests contacting
the employee’s supervisor at the home agency to determine who to contact about potential
flexibility in scheduling required furlough days.

8. Can an employee request to be furloughed as a way of reducing the hours of furlough
required of other employees?

A. An employee cannot request to be furloughed. A furlough is an agency adverse action
that places an employee in a temporary nonduty, nonpay status because of lack of work or
funds, or other nondisciplinary reasons.

An employee may voluntarily request leave without pay which also places an employee in a
nonpay, nonduty status. However, approval of leave without pay does not provide any due
process rights (unlike a furlough action), and approval is subject to your organization’s
policies, procedures, and any collective bargaining agreement provisions. An employee
should discuss with their human resources office any personnel implications of additional
time in a nonpay, nonduty status. An agency should not pressure employees to request leave
without pay. Such requests should be made on a purely voluntary basis.

While the granting of leave without pay to a significant number of employees may produce
savings that could potentially affect the extent to which an agency needs to use furloughs to
achieve the savings required by sequestration, employees should be aware that there is no
guarantee that volunteering for unpaid leave will have a significant enough effect on an
agency’s operations to affect the agency’s need to furlough employees. Moreover, there are
many other factors that may potentially affect an agency’s budget, and therefore affect the
extent to which an agency needs to use furloughs to achieve cost savings.

4
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Note 1: Leave-exempt Presidential appointees may not take leave without pay, as explained
in Question B.4.

Note 2: This matter, like others involving the impact and implementation of furloughs, may
be subject to collective bargaining for union-represented employees.

C. Working During Furlough

1. May an employee volunteer to do his or her job on a nonpay basis during any hours or
days designated as furlough time off?

A. No. Unless otherwise authorized by law, an agency may not accept the voluntary services
of an employee. (See 31 U.S.C. 1342.)

2. What happens to employees scheduled for training during an administrative furlough?

A. Since agencies typically have sufficient time to give employees adequate notice and to
plan for administrative furloughs, furlough time off may be scheduled so as not to conflict
with scheduled training. In the event that scheduled training occurs during a furlough period,
affected employees must be placed in a furlough status and ordered not to attend the
scheduled training.

3. May employees take other jobs during a period designated as furlough time off?

A. While on furlough time off, an individual remains an employee of the Federal
Government. Therefore, executive branch-wide standards of ethical conduct and rules
regarding outside employment continue to apply when an individual is furloughed
(specifically, the executive branch-wide standards of ethical conduct at 5 CFR part 2635). In
addition, there are specific statutes that prohibit certain outside activities, and agency-specific
supplemental rules that require prior approval of, and sometimes prohibit, outside
employment. Therefore, before engaging in outside employment, an employee should review
these regulations and then consult his or her agency ethics official to learn if there are any
agency-specific supplemental rules governing the employee. (Also, see the Office of
Government Ethics’ March 13, 2013, legal advisory entitled, “A reminder that ethics laws
and regulations continue to apply to Federal Government employees during furlough

periods.”)

4. May an employee work during a period designated as furlough time off to earn credit
hours under a flexible work schedule?

A. No. An employee may not work to earn credit hours during hours and/or days designated
as furlough time off.
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5. May an employee work during a period designated as furlough time off to accumulate
religious compensatory time off hours for religious observances?

A. No. An employee may not work during a period designated as furlough time off, even to
accrue religious compensatory time.

6. What is the effect of an agency ordering an employee to work during scheduled
furlough hours?

A. If an agency official orders an employee to work during scheduled furlough hours (e.g., to
respond to an emergency), the assignment of work cancels the employee’s furlough status for
the duration of the ordered work, and such work would be subject to normal compensation
requirements.

D. Pay

1. When an employee’s pay is insufficient to permit all deductions to be made because
furlough time off occurs in the middle of a pay period and the employee receives a
partial paycheck, what is the order of withholding precedence?

A. Agencies will follow the guidance at
http://www.chcoc.gov/transmittals/TransmittalDetails.aspx? TransmittalID=1477 to
determine the order of precedence for applying deductions from the pay of its civilian
employees when gross pay is insufficient to cover all authorized deductions.

2. May agencies deny or delay within-grade or step increases for General Schedule and
Federal Wage System employees during a furlough?

A. It depends on the length of the furlough. Within-grade and step increases for General
Schedule (GS) and Federal Wage System employees are awarded on the basis of length of
service and individual performance. Such increases may not be denied or delayed solely
because of lack of funds. However, extended periods of nonpay status (e.g., because of a
furlough for lack of funds) may affect the timing of such increases. For example, a GS
employee in steps 1, 2, or 3 of the grade who is furloughed an aggregate of more than 2
workweeks during the waiting period would have his or her within-grade increase delayed by
at least a full pay period. (See 5 CFR 531.406(b).)

3. What issues arise with the furloughing of employees who would otherwise reach the
biweekly cap on premium pay?

A. Under 5 U.S.C. 5547, premium pay may not normally be paid to the extent the payment
would cause the sum of the employee’s basic pay plus premium pay received in a biweekly
pay period to exceed the higher of (1) the biweekly rate for level V of the Executive Schedule
(EX-V) or (2) the biweekly rate of basic pay for GS-15, step 10 (including any applicable
locality payment or special rate supplement). (Note: In all locality pay areas within the
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United States, the applicable GS-15, step 10, rate is higher than the EX-V rate.) Certain
employees regularly receive a recurring type of premium pay that causes them to reach the
premium pay cap each biweekly pay period. For example, certain employees regularly
receive law enforcement availability pay (LEAP), administratively uncontrollable overtime
(AUO) pay, standby duty premium pay, or regularly scheduled firefighter overtime pay.

The biweekly premium pay cap limits premium pay based on the aggregate sum of basic pay
plus premium pay in a biweekly pay period. Thus, if a furlough causes basic pay to be
reduced, it may result in an increased payment of premium pay that had been limited by the
premium pay cap.

If an employee is furloughed, he/she will not receive basic pay or premium pay during the
furlough period. If the furlough is for a full pay period, then the employee will not receive
any pay for the pay period and the biweekly premium pay cap is not an issue.

However, there are issues if an employee who normally reaches the premium pay cap is
furloughed for part of a pay period. The employee’s total basic pay will be reduced and, as a
result, the uncapped amount of premium pay for the pay period will be reduced.

(“Uncapped” refers to the amount of premium pay that would be payable if the biweekly
premium pay cap did not apply.) If the employee was reaching the premium pay cap in a
normal pay period and receiving less than the full amount of premium pay available under the
given premium pay provision, the reduction of basic pay could allow otherwise blocked
premium pay to become payable—even if the uncapped amount of premium pay is reduced.
In fact, the employee could receive the same capped total pay while working less hours. In
this case, a furlough would not save money and would actually reduce productivity.

For example, consider a GS-15, step 10, criminal investigator in Washington, DC. Criminal
investigators are entitled to LEAP equal to 25% of the investigator’s basic pay, subject to the
biweekly premium pay cap, which can reduce or eliminate the LEAP payment. Normally, a
GS-15, step 10, investigator would receive 0% LEAP since his/her adjusted rate of basic pay
is already at the cap.

e Assume the investigator is entitled to a GS-15, step 10, locality rate of $155,500 (EX-IV
locality rate cap). The hourly rate is $74.51 and the biweekly rate is $5,960.80. Let’s say
this investigator is furloughed for 2 workdays. The investigator’s basic pay would be
reduced to $4,768.64 (80-16=64 hours, 64 hours x $74.51 = $4,768.64).

e Uncapped LEAP for 80 hours of basic pay =25% x $5,960.80 = $1,490.20

e Uncapped LEAP for 64 hours of basic pay = 25% x $4,768.64 = $1,192.16.

e Basic pay + uncapped LEAP = $4,768.64 + $1,192.16 = $5,960.80, which equals the
premium pay cap. So, the investigator receives the full 25% LEAP.

e In this example, the investigator’s hours were reduced by 16 hours out of 80 (20%),
leaving basic pay at 80% of the normal amount. 25% LEAP x 80% of normal basic pay =
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20% of normal basic pay for an 80-hour biweekly pay period (which would have applied
but for the furlough). Thus, the LEAP replaced the lost basic pay exactly.

o Uncapped LEAP decreased from $1,490.20 to $1,192.16.

o Capped LEAP increased from $0 to $1,192.16.

o Basic pay decreased from $5,960.80 to $4,768.64, a reduction of $1,192.16.
o Capped LEAP increase = Basic pay decrease.

¢ In this scenario, no budget savings would be realized by furloughing the investigator.
The investigator would receive the same amount of pay while working fewer hours,
resulting in a loss in productivity.

An agency is not required to furlough an employee when the workings of the premium pay
cap prevent budget savings or provide limited savings relative to the loss in productivity. As
a general rule, an agency may selectively furlough employees, but an explanation must be
provided to employees in the advanced written proposal notice regarding the agency’s
justification as to why the administrative furlough is being implemented. The notice should
contain an explanation of other employees who may not have been furloughed in that
particular employee’s same competitive level. (See 5 CFR 752.404(b)(2).)

For example, see the language below from Sample Notice 1—Furlough Proposal Due to
Planned Reduction in Agency Expenditures (5 CFR Part 752):

If other employees in your competitive level (i.e. generally, positions at the same
grade level and classification series, the duties of which are generally interchangeable
—see 5 CFR 351.403(a)) are not being furloughed or are being furloughed for a
different number of days, it is because they (1) are currently in a nonpay status, (2) are
under an Intergovernmental Personnel Act mobility assignment, (3) are on an
assignment not otherwise causing an expenditure of funds to the agency or, (4) are in
a position whose duties have been determined to be of crucial importance to this
agency’s mission and responsibilities, and cannot be curtailed. [Note: These are the
most common reasons for excluding employees from furlough. If there are other
reasons that arise, you must include them in this listing.]

Based on the above, in deciding which employees should be subject to an administrative
furlough, an agency should take into account the effects of the premium pay cap and should
address in the furlough notice the exclusion of any employees who are affected by the
premium pay cap.
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4. May Federal agencies require employees who are placed on administrative furlough for
all or part of their basic workweek to work hours outside the basic workweek?

A. Yes. An agency may assign work during hours outside the employee’s basic workweek,
subject to any applicable agency policies or collective bargaining agreements.

Employees are only in furlough status for designated furlough hours. Furlough status means
the employee is placed in nonpay, nonduty status for certain hours within the employee’s tour
of duty established for leave usage purposes (i.e., the tour of duty for which absences require
the charging of leave). Thus, for full-time employees with a 40-hour basic workweek,
furlough hours must be within the 40-hour basic workweek. For part-time employees,
furlough hours must be within the employee’s part-time basic workweek based on the part-
time tour of duty established for leave usage purposes. For employees on an uncommon tour
of duty established under 5 CFR 630.210, furlough hours must be within the uncommon tour
of duty. (See Question L.3.)

Note: During a shutdown furlough in response to a lapse in appropriations, an agency may

not allow an employee (unless the employee is excepted or exempt from furlough) to perform
work outside his or her basic workweek because it would create a budgetary obligation before
an appropriation is made, which is barred by the Antideficiency Act (31 U.S.C. 1341 et seq.).

5. How are employees compensated when they are required to work hours outside a basic
workweek in which they have been furloughed?

A. Employees who are required to work hours outside of a basic workweek during which
they have been furloughed are compensated with their rate of basic pay if overtime thresholds
have not been met, and/or with overtime pay or compensatory time off in lieu of overtime
pay, as appropriate, once the thresholds have been met. Normally applicable overtime rules
apply. Most employees are subject to a 40-hour weekly overtime threshold and an 8-hour
daily overtime threshold. Leave without pay hours (such as furlough hours) do not count as
hours of work in applying overtime thresholds.

As provided by 5 CFR 550.112(d)(1), an employee’s hours of work outside of his or her basic
workweek, but occurring in the same administrative workweek as furlough hours, must be
substituted for furlough hours in pay computations, as long as the hours of work outside the
basic workweek do not qualify for an overtime rate on the basis of exceeding 40 hours in a
workweek. (Note: For hours that qualify for an overtime rate on the basis of exceeding 8
hours of work in a day, this substitution rule does not apply.) Those substituted hours are
paid for at the rate applicable to hours in the employee’s basic workweek. After all furlough
hours during the employee’s basic workweek are substituted for, any remaining hours of
work are overtime hours on the basis of exceeding 40 hours in a workweek.

Similarly, as provided by 5 CFR 550.112(d)(2), an employee’s hours of work outside of his

or daily tour of duty, but in the same workday as furlough hours, must be substituted for such
furlough hours in pay computations. Those hours are paid for at the rate applicable to the
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employee’s daily tour of duty. After all furlough hours during the employee’s daily tour of
duty are substituted for, any remaining hours of work are overtime hours on the basis of
exceeding 8 hours in a workday (for employees subject to the 8-hour daily overtime
threshold).

The substitution rule in 5 CFR 550.112(d) does not change an employee’s basic workweek or
daily tour of duty. The hours worked outside the employee’s basic workweek or daily tour of
duty are substituted for the purpose of pay computations. Under the rule, substituted hours
are paid at the rate “applicable to” hours in the basic workweek or daily tour of duty, even
though the hours were worked outside those periods. This rule simply recognizes that leave
without pay hours (such as furlough hours) do not count toward weekly and daily overtime
thresholds.

Examples

For purposes of these examples, an employee with a Monday—Friday, 8-hour per day work
schedule is required to work overtime in a workweek during which he or she also has 1 day
(8 hours) of designated furlough time off. (As described in Question L.1., agencies have
discretion to implement an administrative furlough to best absorb budget reductions over the
course of the fiscal year and do not need to follow the same procedures.)

Example A. An employee is furloughed for 8 hours on Monday, works 8 hours per day on
Tuesday—Friday, and is required to work 4 hours on Saturday.

The 4 hours of work on Saturday are substituted for 4 of the furlough hours on Monday and
paid at the rate applicable to the employee’s basic workweek (i.e., basic rate), consistent with
5 CFR 550.112(d)(1). The employee cannot receive overtime pay, or compensatory time off
in lieu of overtime pay, for the 4 hours of work on Saturday.

Example B. An employee is furloughed for 8 hours on Monday, works 8 hours per day on
Tuesday—Friday, and is required to work 4 additional hours on Friday evening after
completing his 8-hour daily tour of duty.

The additional 4 hours of work on Friday evening are beyond the 8-hour daily overtime pay
threshold and the employee is entitled to an overtime rate for those hours based on 5 U.S.C.
5542(a). The substitution rule in 5 CFR 550.112(d)(1) bars paying an overtime rate for
substitutable hours outside the basic workweek “on the basis of exceeding 40 hours in a
workweek.” However, the 40-hour overtime pay threshold is not the basis for paying an
overtime rate for the 4 additional hours of work on Friday evening. Since the 8-hour
overtime pay threshold is being used, those 4 hours are not substituted for the Monday
furlough hours in pay computations; thus, an overtime rate applies. If appropriate, the
employee may receive compensatory time off in lieu of overtime pay for the 4 additional
Friday hours under the normal rules governing compensatory time off.

Example C. An employee is furloughed for 8 hours on Monday and works 8 hours per day
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on Tuesday—Friday. The employee is required to work 4 hours on Monday evening during
hours outside of his daily tour of duty.

For purposes of pay computations, the 4 hours of work on Monday evening are substituted
for 4 hours of furlough time off taken during the employee’s daily tour of duty on Monday
and paid for at the rate applicable to the employee’s daily tour of duty (i.e., basic rate),
consistent with 5 CFR 550.112(d)(2). The employee cannot receive overtime pay, or
compensatory time off in lieu of overtime pay, for the 4 hours worked on Monday evening
because the hours are not overtime hours.

Note 1: The above scenarios assume the employee’s administrative workweek and workdays
are based on calendar days. The administrative workweek can be based on any 24-hour
period. (See 5 CFR 610.102.) That would affect application of 5 CFR 550.112(d), which is
based on the applicable “administrative workweek™ and “workday.”

Note 2: For employees on flexible or compressed work schedules, the “basic work
requirement” is generally equivalent to the “basic workweek.” However, no hour within the
basic work requirement can be an overtime hour, even if those basic work requirement hours
exceed 8 hours of work in a day or 40 hours of work in a week. For example, if an employee
on a flexible or compressed work schedule has a 9-hour basic work requirement on a given
day, only hours of work outside the 9-hour basic work requirement could be overtime hours.
In other words, while hours of work (including any paid time off but excluding hours in
nonpay status) within the basic work requirement count as hours of work in applying the 8-
hour daily and 40-hour weekly overtime thresholds, only hours of work outside the basic
work requirement may receive an overtime rate. Hours outside the daily or weekly basic
work requirement are substituted, as appropriate, for furlough hours under the rules in 5 CFR
550.112(d). For example, if an employee is placed in furlough status during a 9-hour daily
basic work requirement and works 4 hours outside the basic work requirement on that same
day, those 4 hours would be substituted and paid at the rate for basic work requirement hours.
An employee on a flexible work schedule may have the option to earn credit hours by
working hours outside the basic work requirement. The rules governing credit hours remain
applicable in the context of an administrative furlough. See Questions C.4., D.6., and E.1.
for additional information on earning and using credit hours.

. May an employee on a flexible work schedule earn credit hours by working during a
week or on a day when the employee is furloughed?

A. During a week or on a day when an employee is furloughed during certain basic work
requirement hours, the employee may earn credit hours by electing to work in excess of his or
her basic work requirement, subject to all legal requirements and applicable agency policies
or collective bargaining agreements. An employee may not earn credit hours by working
during designated furlough hours within the employee’s basic work requirement. (See
Question C.4.) Also, an employee may not use previously earned credit hours during
furlough hours. (See Question E.1.)
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The substitution rule in 5 CFR 550.112 may not be applied to credit hours—that is, the rule
cannot be used to convert earned credit hours into paid hours that substitute for furlough
hours in pay computations.

. Leave and Other Time Off

. May an employee take paid leave or other forms of paid time off (e.g., annual, sick,

court, or military leave, leave for bone marrow or organ donor leave, credit hours
earned, any compensatory time off earned, or time off awards) instead of taking
administrative furlough time off?

A. No. During an administrative furlough, an employee may not substitute paid leave or
other forms of paid time off for any hours or days designated as furlough time off.

. Can agencies furlough employees who are on approved leave without pay (LWOP)

during a time when administrative furloughs are being conducted for other employees?

A. Agencies have discretion in determining whether to furlough employees who are in
LWOP status, since both furloughs and LWOP are periods of nonpay status. Employees may
already be scheduled for LWOP for a variety of reasons and for various lengths of time on
either a continuous or discontinuous basis. An employee’s LWOP may or may not fully
encompass the period during which administrative furloughs are being conducted for other
employees in the same organization. For example, for one employee, a continuous 1-year
period of leave without pay to accompany a military spouse overseas may encompass the
entire period during which administrative furloughs are being conducted in an employee’s
organization, while another employee’s continuous LWOP may end during that period.

Other employees may be scheduled to take LWOP on a regular but discontinuous basis under
the Family and Medical Leave Act. (See Question E.3.)

Agencies are responsible for determining (1) whether employees already scheduled for
LWOP during a period when administrative furloughs are being conducted will be subject to
furlough and (2) the hours of furlough required of such employees. If an agency decides to
place an employee in furlough status during hours that were originally scheduled to be
LWOP, all applicable procedural requirements must be met, including a furlough notice.

. May an employee take LWOP under the Family and Medical Leave Act (FMLA)

during a time when administrative furloughs are being conducted for other employees?

A. Yes. An employee may take LWOP under FMLA during a time when administrative
furloughs are being conducted for other employees in the same organization, subject to the
conditions in 5 U.S.C. 6382. (See Question E.2.) However, if an employee is placed in
furlough status during hours that were previously scheduled to be LWOP under FMLA, those
furlough hours will no longer be considered to be LWOP under FMLA. Furlough hours will
not count toward the employee’s 12-week FMLA leave entitlement. An employee may not
later substitute paid leave for furlough hours.
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As explained in Question E.2., agencies are responsible for determining the extent to which
employees with scheduled LWOP (including LWOP under FMLA) are placed in furlough
status. If employees are placed in furlough status instead of LWOP under FMLA, all
applicable procedural requirements must be met, including a furlough notice.

. Does a furlough affect the accrual of annual leave and sick leave?

A. If an employee is furloughed (i.e., placed in nonpay status) for part of a biweekly pay
period, the employee’s leave accrual will generally not be affected for that pay period.

However, the accumulation of nonpay status hours during a leave year can affect the accrual
of annual leave and sick leave over a period of time. (See 5 CFR 630.208 and Notes 1 and 2
below.) For example, when a full-time employee with an 80-hour biweekly tour of duty
accumulates a total of 80 hours of nonpay status from the beginning of the leave year (either
in one pay period, or over the course of several pay periods), the employee will not earn
annual and sick leave in the pay period in which that 80-hour accumulation is reached. If the
employee again accumulates 80 hours of nonpay status, he or she will again not earn leave in
the pay period in which that new 80-hour total is reached. At the end of the leave year, any
accumulation of nonpay status hours of less than 80 hours is zeroed out so that the
accumulation of nonpay status hours for the next leave year starts at zero.

For part-time employees, the rule blocking accrual of leave based on the accumulation of
nonpay status hours (5 CFR 630.208) does not apply. Instead, leave accrual for part-time
employees is prorated based on hours in a pay status in each pay period; thus, time in nonpay
status reduces leave accrual in each pay period containing such time (5 CFR 630.303 and 5
U.S.C. 6307).

Also, please see OPM’s fact sheet on the Effect of Extended [Leave Without Pay (LWOP) (or
Other Nonpay Status) on Federal Benefits and Programs, which has a section entitled,
“Accrual of annual and sick leave.”

Note 1: The term “nonpay status” refers to period during which an employee is absent from
his or her tour of duty established for leave usage purposes and receives no pay for such
absence. Furlough is one type of nonpay status.

Note 2: The term “leave year” is defined as the period beginning on the first day of the first
full biweekly pay period in a calendar year and ends on the day immediately before the first
day of the first full biweekly pay period in the following calendar year. (For example, for
employees on the standard biweekly payroll cycle, the 2013 leave year is January 13, 2013,
through January 11, 2014.) (See fact sheet at http://www.opm.gov/policy-data-oversight/pay-
leave/leave-administration/fact-sheets/leave-year-beginning-and-ending-dates/.)

Note 3: For full-time employees with an uncommon tour of duty under 5 CFR 630.210, the
accumulation limit used in applying 5 CFR 630.208 is the number of hours in the uncommon
tour of duty for a biweekly pay period.
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5. May an employee who takes furlough hours off be permitted to substitute annual leave
retroactively for furlough hours taken, if the agency finds sufficient funds to cover the
hours the employee was in a furlough status?

A. Generally no. However, if an employee has proactively taken more than the required
number of furlough hours under an agency’s phased furlough plan prior to the agency
cancellation of the furlough, the employee may retroactively cancel excess furlough hours
and substitute annual leave for those hours, as determined by the agency. (See B-219211,
December 9, 1985.) For example, an agency’s furlough plan requires each employee to take
176 furlough hours (22 days) between April and September. The agency requires the
employee to take 8 furlough hours off each week in the month of April (for a total of 32
furlough hours (4 days)) and provides the employee with an option of when to take his/her
remaining furlough hours off at a time of the employee’s choosing, but no later than the end
of September. If the employee takes all 176 furlough hours off (22 days) in April and the
agency cancels the furlough on May 1 due to improved financial conditions, the employee
would have taken 144 furlough hours more than what was needed (176 hours (22 days) - 32
hours (4 days)). Upon the determination to cancel the furlough, the agency must decide how
to handle the 144 furlough hours (18 furlough days) off the employee has taken ahead of
schedule in accordance with internal agency procedures and any applicable collective
bargaining agreement. Any annual leave substituted for furlough hours would be calculated
at the same compensation rate the employee would have received had he or she used annual
leave at that time.

Note: This matter may be subject to collective bargaining for union-represented employees
to the extent an agency has discretion to retroactively substitute annual leave for furlough
hours taken.

6. May an employee who takes furlough hours off be granted excused absence to
substitute retroactively for the furlough hours taken, if the agency finds sufficient funds
to cover the hours the employee was in a furlough status?

A. Agencies have the discretionary authority to determine the situations in which an
employee may be excused from duty without loss of pay or charge to leave in accordance
with internal agency policy and any collective bargaining agreement. However, agencies are
not required to provide excused absence unless specifically required by statute or Presidential
directive. For example, if an employee has proactively taken more than the required number
of furlough hours under an agency’s phased furlough plan prior to the agency cancellation of
the furlough, the agency is not required to provide excused absence for the excess furlough
hours, as determined by the agency. (See B-219211, December 9, 1985.) If the agency
decides to cancel certain furlough hours and substitute excused absence, the excused absence
should be provided to all similarly situated employees. Any retroactive substitution of
excused absence would be calculated at the same compensation rate the employee would
have received had he or she used annual leave at that time.

Note: This matter, like others involving the impact and implementation of furloughs, may be
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subject to collective bargaining for union-represented employees.

. Holidays

. May employees be administratively furloughed on a holiday?

A. Employees may be furloughed for periods of time that include holidays. However, an
agency should select the furlough days off on programmatic and administrative grounds that
are unrelated to the fact that the period includes a holiday. For example, an agency may not
properly furlough employees for a 3-day period, the middle of which is a holiday, for the sole
purpose of saving 3 days’ pay while losing only 2 days of work. (See Comptroller General
opinion B-224619, August 17, 1987.) Neither would it be proper to furlough an employee
solely on a holiday. (See Comptroller General opinion B-222836, May 8, 1986.)

. If employees have a designated administrative furlough day off on the last workday

before a holiday or the first workday after a holiday (but not on both days), will they be
paid for the holiday?

A. Yes. The general rule is that an employee is entitled to pay for a holiday so long as he or
she is in a pay status on either the workday preceding a holiday or the workday following a
holiday. The employee is paid for the holiday based on the presumption that, but for the
holiday, the employee would have worked. (Note: A holiday should not be the first or last
day of the period covered by a furlough.)

. If employees have a designated administrative furlough day off on the last workday

before a holiday and the first workday after a holiday, will they be paid for the holiday?

A. No. If a furlough includes both the last workday before the holiday and the first workday
after the holiday, the employee is not entitled to pay for the holiday because there is no longer
a presumption that, but for the holiday, the employee would have worked on that day. (See
Comptroller General opinion B-224619, August 17, 1987.) Agencies that allow employees to
choose their furlough days off should explain that the employee will not be paid for the
holiday if the employee chooses to take a furlough day off both before and after the holiday.

. Benefits

. How does an administrative furlough impact the Federal Employees Health Benefits

Program?

A. Please see Section S (Federal Employees Health Benefits Program).
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2. Will an employee’s Federal Flexible Spending Account Program (FSAFEDS) be
impacted during an administrative furlough?

A. The employee’s FSAFEDS coverage continues, and allotments made by the employee
continue if the employee’s salary in each pay period is sufficient to cover the deduction(s). If
the employee’s salary is insufficient to cover his or her allotment(s), then incurred eligible
health care expenses will not be reimbursed until the allotments are successfully restarted (in
which case the remaining allotments would be recalculated over the remaining pay periods to
match the employee’s annual election amount). Incurred eligible dependent care expenses
may be reimbursed up to whatever balance is in the employee’s dependent care account, as
long as the expenses incurred allow the employee (or employee’s spouse if married) to work,
look for work or attend school full-time. Once dependent care allotments are successfully
restarted, remaining allotments would be recalculated over the remaining pay periods to
match the employee’s annual election amount.

3. How does an administrative furlough impact the Federal Employees’ Group Life
Insurance (FEGLI) Program?

A. Please see Section T (Federal Employees’ Group Life Insurance Program).

4. Will an employee continue to be covered under the Federal Dental and Vision
Insurance Program (FEDVIP) during an administrative furlough?

A. Yes. Just as with scheduled LWOP, if BENEFEDS is unable to take the necessary
premium deduction from an employee’s pay, BENEFEDS collects premium up to twice the
biweekly amount from the next full pay period to make up for the missed premium
deduction. If the furlough continues for more than two consecutive pay periods, BENEFEDS
will mail a direct bill to the employee. The enrollee should pay premiums directly billed to
him/her on a timely basis to ensure continuation of coverage.

5. Will an employee continue to be covered under the Federal Long Term Care Insurance
Program (FLTCIP) during an administrative furlough?

A. Yes, eligible claims will continue to be paid. Coverage will terminate if premiums are not
paid. If the contractor does not receive premium for two or fewer pay periods, they will
adjust future premium deductions, increasing by no more than $50 per pay period to recover
the missed premiums. Three consecutive pay periods of no premium will result in the
contractor billing the participant directly.

The employee also has the option to change to direct billing or to payment via electronic
funds transfer (EFT). If premiums are not collected or a final bill is not paid within a 30 day
grace period, FLTCP will send a termination letter. The employee has 35 days from the date
of the letter to pay the premium; otherwise the employee will be disenrolled retroactively to
the last pay period in which premium was paid.
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6. How does a furlough affect retirement annuity benefits?

A. Generally, furloughs will not affect an annuity benefit under the Civil Service Retirement
System (CSRS) or the Federal Employees’ Retirement System (FERS).

The amount of a CSRS or FERS annuity paid by OPM is based primarily on the amount of
creditable service an employee performs and the employee’s high-3 average salary. Both
CSRS and FERS allow service credit for up to 6 months of nonpay status in any calendar
year. If a furlough period does not cause an employee to be in a nonpay status for more than
6 months in a calendar year, the furlough period will be included as creditable service in
determining the employee’s total creditable service used in the annuity computation. If the
total amount of time an employee spends in a nonpay status in a calendar year exceeds

6 months, the amount of nonpay status in excess of 6 months in the calendar year will not be
creditable for retirement purposes.

The high-3 average salary used to compute CSRS and FERS annuities is the largest annual
rate resulting from averaging an employee’s rates of basic pay in effect over any period of

3 consecutive years of creditable civilian service, with each rate weighted by the length of
time it was in effect. If a period of nonpay status (such as a furlough) that is creditable for
retirement occurs during the 3-year period used to compute the high-3 average salary, the loss
of actual pay during that nonpay status period generally would have no effect on the high-3
computation. The basic pay rate in effect during that nonpay status period would be used in
the high-3 average salary calculation. For example, if an employee whose annual rate of
basic pay is $85,000 is placed in a furlough status for two weeks and that 2-week period falls
in the employee’s average salary period, that 2-week furlough period will be credited in the
high-3 average salary calculation using the $85,000 annual rate of basic pay that was in effect
during the furlough period. In this example, the loss of actual pay (or earnings) during that
period is not material in the high-3 average salary calculation.

Basic pay for retirement includes locality pay and certain types of additional pay, such as law
enforcement availability pay (LEAP), administratively uncontrollable overtime (AUO) pay,
standby duty pay, firefighter pay (annualized salary), and market pay for physicians. These
types of additional pay are included in the basic pay used to calculate the high-3 average
salary during periods of creditable nonpay status as long as the authorization for the payments
remains in effect.

Other additional types of basic pay, however, including night shift differential and
environmental differential for wage grade employees, and certain overtime pay for customs

officers are included in the average salary computation only when an employee has received
that type of pay.
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H. Employee Assistance
1. Are employees entitled to unemployment compensation while on furlough?

A. Tt is possible that furloughed employees may become eligible for unemployment
compensation. The various State unemployment compensation requirements differ. Some
States require a 1-week waiting period before an individual qualifies for payments. In
general, the law of the State in which an employee’s last official duty station in Federal
civilian service was located will be the State law that determines eligibility for
unemployment insurance benefits. Agencies or employees should submit questions to the
appropriate State (or the District of Columbia, Puerto Rico, or the Virgin Islands) office. The
Department of Labor (DOL) website provides links to individual State offices at
http://www.servicelocator.org/OWSLinks.asp.

For additional information on Unemployment Compensation for Federal Employees (UCFE),
see DOL’s UCFE webpage at http://workforcesecurity.doleta.gov/unemploy/unemcomp.asp,
fact sheet at http://www.dol.gov/sequestration/ucfe.pdf, and frequently asked questions at
http://www.dol.gov/sequestration/ucfe-fags.pdf.

2. What resources are available if a Federal employee needs financial assistance during a
furlough period?

A. Some agency employee assistance programs (EAPs) include financial consultation
services. In addition, employees may want to contact their financial institution or credit
union or learn about their options through the Thrift Savings Plan (http://www.tsp.gov). The
Federal Retirement Thrift Investment Board, which administers TSP, has posted guidance
regarding the effect of nonpay status on TSP accounts at www.tsp.gov/PDF/formspubs/oc95-
4.pdf, and specific guidance regarding the March 1, 2013 sequester at
https://www.tsp.gov/PDF/formspubs/oc13-7.pdf, and can be reached at 1-877-968-3778 for
additional information.

3. Can I take a TSP loan while I’m furloughed? What is the effect of an administrative
furlough on Thrift Savings Plan (TSP) contributions, investments, and loans?

A. Agencies and employees should refer to the TSP website (http://www.tsp.gov) or contact
their agency representative for information. Specifically, the Federal Retirement Thrift
Investment Board, which administers TSP, has posted guidance regarding the effect of
nonpay status on TSP accounts at www.tsp.gov/PDF/formspubs/oc95-4.pdf, and specific
guidance regarding the March 1, 2013 sequester at
https://www.tsp.gov/PDF/formspubs/oc13-7.pdf, and can be reached at 1-877-968-3778 for
additional information.
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Service Credit for Various Purposes

. Is being furloughed or on leave without pay (LWOP) considered a break in service?

A. No, both mean the employee is in a nonpay, nonduty status for those days/hours.
However, an extended furlough or extended LWOP may affect the calculation of creditable
service for certain purposes.

. To what extent does nonpay status affect Federal employee benefits and programs?

A. The effects of a nonpay status (which includes furlough, leave without pay, absence
without leave, and suspension) on Federal employee benefits and programs vary based on
current law and regulation. For additional information, see OPM’s fact sheet on the “Effect
of Extended Leave Without Pay (or Other Nonpay Status) on Federal Benefits and Programs”
at http://www.opm.gov/policy-data-oversight/pay-leave/leave-administration/fact-
sheets/effect-of-extended-leave-without-pay-lwop-or-other-nonpay-status-on-federal-
benefits-and-programs/.

. Federal Employees on Military Duty

. Will employees continue to receive a reservist differential payment (5 U.S.C. 5538) if

they are affected by an administrative furlough from their Federal civilian position
while on active duty?

A. It depends. In computing a reservist differential, the employing agency must compare the
employee’s projected civilian basic pay to the allocated military pay and allowances for each
civilian pay period. If an employee is affected by a furlough from his or her Federal position
while on active duty, the employing agency must reduce the employee’s projected civilian
basic pay during any pay period in which furlough time off occurs. If the allocated military
pay and allowances are greater than or equal to the projected civilian basic pay adjusted for
furlough time off, no reservist differential is payable for that pay period. If the projected
civilian basic pay (as reduced to account for furlough time off) is greater than the allocated
military pay and allowances, the difference represents the unadjusted reservist differential.

. Will there be an impact on an employee’s General Schedule or Federal Wage System
within-grade increases (WGI) waiting period if the employee is affected by an
administrative furlough while in an Absent — Uniformed Service status?

A.No. A furlough has no impact on an employee’s General Schedule or Federal Wage
System WGI waiting period if the employee is affected by a furlough while in an Absent —
Uniformed Service status (i.e., Nature of Action Code 473, which is used when the employee
has restoration rights). An absence for the purpose of engaging in military service is
creditable service in the computation of waiting periods for successive WGIs when an
employee returns to a pay status through the exercise of a restoration right provided by law,
Executive order, or regulation. (See 5 CFR 531.406(c)(1)(1) and 5 CFR 532.417(c)(4).)
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K. Benefits under the Federal Employees’ Compensation Act (FECA)

1.

Are employees who are injured while on furlough or LWOP eligible to receive workers’
compensation?

A. No. Federal workers’ compensation is paid to employees only if they are injured while
performing their duties. Employees on furlough or LWOP are not in a duty status for this
purpose. A Federal employee who is receiving workers’ compensation payments under the
FECA will continue to receive workers’ compensation payments during a furlough and will
continue to be charged LWOP.

How does an administrative furlough affect the compensation of an employee who is
receiving FECA benefits and is under medical orders to work part-time?

A. When an employee is already out on total or partial wage loss benefits, FECA
compensation continues at the usual rate. Claims for FECA compensation benefits submitted
as a result of missing a partial day due to a furlough are not payable under the FECA.

How does an administrative furlough impact the compensation of an employee who is
receiving FECA benefits and is required to work a modified light duty schedule?

A. FECA compensation benefits are not payable for work days lost as a result of
administrative furlough.

How does a furlough affect Continuation of Pay (COP)?

A. If an employee sustains a traumatic injury and is receiving COP before furlough days
have been scheduled, COP should continue. However, if an employee sustains a traumatic
injury and has already been scheduled for one or more furlough days, then there would be no
COP entitlement for any day that the employee was not scheduled to work due to an
administrative furlough.

Are schedule awards or medical benefits affected by an administrative furlough?

A. No. Schedule award and medical benefits continue regardless.

Note to Section K: Any additional questions regarding Federal workers’ compensation benefits

should be directed to the Division of Federal Employees’ Compensation, Office of Workers’
Compensation Programs, U.S. Department of Labor. See http://www.dol.gov/owcp/dfec.
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L. Scheduling Furlough Time Off

1. How should agencies schedule administrative furlough time off? Must all agencies
follow the same procedures for furloughing employees?

A. An administrative furlough will impact each agency differently depending on the extent of
the agency’s budget reduction. Agencies have discretion to implement such a furlough to
best absorb budget reductions over the course of the fiscal year and do not need to follow the
same procedures. For example, an agency may furlough employees for 1 day a pay period for
a finite period of time, designate a number of furlough hours, shut down the entire agency for
a defined number of days, designate specific dates as furlough days off, or allow employees
to select their own furlough time off, etc.

2. How should agencies schedule administrative furlough time off for employees on
flexible or compressed work schedules under an alternative work schedule (AWS)
program?

A. Because the definition of a workday will vary based on the type of work schedule and/or
appointment, it is best for an agency to develop a policy that provides equity and consistency,
subject to all legal requirements and applicable agency policies or collective bargaining
agreements. For ease of administration and equity, agencies may schedule furloughs for all
employees (both alternative work schedule and regular tours of duty) in terms of hours. For
example, in the event that all full-time employees are furloughed for 40 hours, for some
employees the actual number of furlough days could be more or less than 5 days, depending
on their work schedules.

Many employees who are on flexible work schedules normally have a great deal of flexibility
in the starting and stopping times within their basic work schedule. When furloughing
employees with a flexible work schedule, agencies should identify specific hours during
which the employee is in furlough status—e.g., 8:00 am—4:00 pm. Thus, if an employee is
called into work (e.g., due to an emergency), it will be clear as to whether the hours of work
occur during or outside scheduled furlough hours. Any work ordered during scheduled
furlough hours cancels the furlough for those hours, and such work would be subject to
normal compensation requirements. (See Question C.6. See also Questions D.4., D.5., and
D.6 dealing with employees working outside basic workweek hours during a day or week in
which they are placed in administrative furlough status.)

3. How should agencies schedule administrative furlough time off for employees who do
not work a standard work schedule (e.g., part-time or uncommon tour of duty)?

A. Agencies must enact furloughs in a manner that reduces operation risks and minimizes
impacts on agency core mission in service of the American people, but should strive to
impact employees in an equitable manner regardless of work schedule. Furloughs of part-
time or uncommon tour of duty employees must comply with the procedures of 5 CFR part
752 or part 351, as applicable, if the employees are otherwise covered.
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In determining furloughs for part-time employees, agencies should consider whether or not to
prorate furlough hours requirements based on the number of scheduled part-time work hours
relative to a full-time work schedule of 80 hours in a biweekly pay period to achieve the same
percentage pay reduction for both full-time and part-time employees. For example, a part-
time work schedule of 64 hours per biweekly pay period would equate to 64/80 of a full-time
work schedule, or 80 percent. This percent could then be multiplied by the number of hours
that a full-time employee is furloughed to derive the appropriate number of furlough hours
for the part-time employee. Thus, if a full-time employee were required to be furloughed for
40 hours, a part-time employee with a 64-hour biweekly tour could be furloughed for 32
hours (40 x .80 = 32).

In the case of employees with an uncommon tour of duty, such as firefighters and
paramedics, agencies should consider the impact that a furlough has on regular pay (in
percentage terms), rather than the impact on hours (in percentage terms). An uncommon tour
of duty is a tour of duty in excess of 80 hours in a biweekly pay period that is established for
the purpose of charging leave. Thus, it includes overtime hours for which an employee
receives regular overtime pay or standby duty premium pay. (See definition of “uncommon
tour of duty” in 5 CFR 630.201 and 630.210.) Generally, for employees on an uncommon
tour of duty, furlough hours will reduce regular pay by a greater percentage than the
percentage reduction in hours. In connection with the furlough of employees with an
uncommon tour of duty, agencies should consider whether or not the number of furlough
hours should be set in a manner that achieves the same percentage pay reduction experienced
by full-time employees with an 80-hour biweekly tour of duty who are covered by the same
furlough policy.

. How should agencies schedule administrative furlough time off for employees who work

on a seasonal or intermittent basis?

A. Whether either group is called for work during an administrative furlough is discretionary
with agencies. Seasonal employees are recalled to duty at identified periods of the year in
accordance with pre-established conditions. Intermittent employees are non-full-time
employees without a regularly scheduled tour of duty.

. Procedures—22 Workdays or Less

. May an agency schedule administrative furlough days consecutively and

discontinuously (e.g., one workday per week for 15 weeks)?

A. Yes. Nothing in law or regulation prohibits discontinuous furloughs, and they have been
upheld by the Merit Systems Protection Board on appeal. Moreover, discontinuous furloughs
can be advantageous to both employees and the agency by distributing the furlough days over
time, thereby minimizing the financial impact on employees as well as lessening disruption
of agency services to the public.
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In AFGE, Local 32 and OPM, 22 FLRA 307 (1986), the Federal Labor Relations Authority
held that a proposal giving the furloughed employee the right to determine whether his/her
furlough was to be continuous or discontinuous is a negotiable 5 U.S.C. 7106(b)(3)
“appropriate arrangement.”

For ease of administration and equity, agencies may also schedule furloughs for all
employees (both alternative work schedule and regular tours of duty) in terms of hours. For
example, all full-time employees would be furloughed for 40 hours, even though for some
employees the actual number of furlough days could be more or less than 5 days.

. How is an administrative furlough documented?

A. Agencies must prepare an SF-50, “Notification of Personnel Action,” for each employee
subject to furlough (or a List Form of Notice may be prepared for a group of employees who
are to be furloughed on the same day or days each pay period). Chapters 15 and 16 of The
Guide to Processing Personnel Actions provide complete guidance on documenting a
furlough.

. If a discontinuous administrative furlough extends for more than 30 calendar days, is it

a furlough covered by adverse action procedures in 5 CFR part 752, or is it covered by
the reduction in force (RIF) procedures of S CFR part 351?

A. Based on the definition of “day” as “calendar day” (5 CFR 210.102 and 752.402), OPM
has determined that 22 workdays equate to 30 calendar days for adverse action purposes for
employees. Thus, a discontinuous furlough of 22 workdays or less would be covered by
adverse action procedures, and one of more than 22 workdays would be covered by the RIF
procedures of 5 CFR part 351. (If a holiday is included in a furlough of 22 consecutive
workdays, the furlough might equate to more than 30 calendar days. For example, the month
of November has two holidays: Veterans Day and Thanksgiving Day. Therefore, the number
of calendar days will be extended beyond 30 by two days.)

. What procedural rights would apply for an administrative furlough of 30 calendar days

or less for employees covered under 5 CFR part 752?

A. For a short furlough of a covered employee, the law (5 U.S.C. 7513) gives a covered
employee the following rights:

e At least 30 calendar days advance written notice by the agency stating the specific reasons
for the proposed action. (Typically, the reasons for the action would involve a lack of
work or funds.) The 30 calendar day period begins upon an employee’s receipt of the
written notice. Therefore, agencies should plan accordingly to allow time for mailing the
notice when hand-delivery is not possible. (See Sample Notice 1 for proposal to furlough
and Sample Notice 2 for decision to furlough.)

e At least seven calendar days for the employee to answer orally and in writing to the
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proposal notice and to furnish documentary evidence in support of his or her answer. (A
summary of any oral answer must be made and maintained by the agency.)

e The right of the employee to be represented by an attorney or other representative.

e A written decision by the agency with the specific reasons for its action at the earliest
time practicable.

e The right to appeal the agency’s action to the Merit Systems Protection Board.

In addition, OPM’s regulations (5 CFR 752.404) require that the agency inform the employee
of the right to review the material it relied on to support the reasons for its action. The
agency must designate an oral reply official who can either make or recommend a decision,
and must issue its decision at or before the effective date of the action. The regulations

(5 CFR 752.405) also provide that where applicable, the affected employee may elect to
grieve under a negotiated grievance procedure (NGP) or appeal to the Merit Systems
Protection Board, but not both.

Note: Under 5 CFR 752.404(b)(2), if the agency is furloughing some, but not all, employees
in a competitive level, the notice of proposal must state the basis for selecting the particular
employee as well as the reasons for the furlough. Agencies who anticipate furloughing some,
but not all employees, should ensure the accuracy of established competitive levels in order
to meet their obligations under this regulation. In general, the term competitive level refers to
positions at the same grade level and classification series, the duties of which are
interchangeable (see 5 CFR 351.403(a)). Where bargaining unit employees are concerned,
additional procedural rights may be provided by their negotiated agreement.

Adverse action procedures in 5 CFR part 752, subpart F, covering Senior Executive Service
(SES) career appointees and certain SES limited term or emergency employees do not apply
to short furloughs because those procedures provide only for removal from the civil service
or suspension for more than 14 days based upon misconduct, neglect of duty, malfeasance or
failure to accept a directed reassignment or to accompany a position in a transfer of function.

What supporting material must be made available for review by employees to support
an administrative furlough action as required under 5 CFR 752.404?

A. Since decisions on whether to conduct an administrative furlough and the length of any
furlough are based on each agency’s unique circumstances, each agency would need to
identify the appropriate documentation that supports its own particular reasons for any
administrative furlough action. Because the reasons and methods to furlough may vary from
agency to agency, (e.g. downsizing, reduced funding, lack of work, or any other budget
situation) supporting documentation may also vary.

While it is the responsibility of each agency to make an independent determination of
supporting documentation for any administrative furlough action due to sequestration,
potential general documentation related to sequestration could include, but is not limited to:
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1) Balanced Budget and Emergency Deficit Control Act of 1985

2) Budget Control Act of 2011 - http://www.gpo.gov/fdsys/pkg/BILLS-
112s365enr/pdf/BILLS-112s365enr.pdf,

3) American Taxpayer Relief Act - http://www.gpo.gov/fdsys/pkg/BILLS-
112hr8ent/pdf/BILLS-112hr8enr.pdf,

4) OMB Memorandum M-13-03, “Planning for Uncertainty with Respect to Fiscal Year
2013 Budgetary Resources,” dated January 14, 2013 -
http://www.whitehouse.gov/sites/default/files/omb/memoranda/2013/m-13-03.pdf,

5) OMB Memorandum M-13-05, “Agency Responsibilities for Implementation of
Potential Joint Committee Sequestration,” dated February 27, 2013 -
http://www.whitehouse.gov/sites/default/files/omb/memoranda/2013/m-13-05.pdf,
and

6) OMB Report to the Congress on the Joint Committee Sequestration for Fiscal Year
2013, dated March 1, 2013 -
http://www.whitehouse.gov/sites/default/files/omb/assets/legislative_reports/fyl3omb
jcsequestrationreport.pdf

4b. What procedural rights apply to employees who are veterans covered under 5 U.S.C.
chapter 75 and 5 CFR part 752 for an administrative furlough of 30 calendar days or
less?

A. For a short furlough of a covered veteran employee, the law (5 U.S.C. 7513) gives a
covered veteran employee the same procedural rights as other covered employees as
explained in Question M.4. Employees should consult with their agency human resources
office to determine whether they are covered by 5 U.S.C. 7513 and what procedures may
apply to them.

5. What procedures are applicable to members of the Senior Executive Service affected by
an administrative furlough of 30 calendar days or less?

A. Under SES furlough regulations at 5 CFR part 359, subpart H, an agency need not use
competitive procedures in selecting SES appointees to be furloughed for 30 calendar days or
less, or for 22 workdays or less if the furlough does not cover consecutive days; however, the
agency must provide career SES appointees (other than reemployed annuitants) a 30-day
advance written notice of a furlough of any length. The written notice must tell the appointee
the reason for the furlough; the expected duration of the furlough and the effective dates; the
basis for selecting the appointee when some but not all SES appointees in a given
organizational unit are being furloughed; the location where the appointee may inspect the
regulations and records pertinent to the action; the reason, if the notice period is less than 30
calendar days; and the appointee’s appeal rights to the Merit Systems Protection Board. For a
probationer, the notice should also explain the effect (if any) on the duration of the
probationary period. However, the full notice period may be shortened, or waived, in the
event of unforeseeable circumstances, such as sudden emergencies requiring immediate
curtailment of activities. This regulation does not require that appointees be afforded an
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opportunity to respond or that agencies issue a separate decision notice. A career appointee
(other than a reemployed annuitant) who has been furloughed and believes 5 CFR part 359,
subpart H, 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.

SES noncareer, limited term and limited emergency appointees and reemployed annuitants
holding career SES appointments are not covered by 5 CFR part 359, subpart H, and may be
furloughed under agency designated procedures, which need not include a 30-day advance
written notice, an opportunity to respond, or a separate decision notice.

6. What procedures and appeal rights are applicable for probationers, employees under

6a.

8.

temporary appointments in the competitive service, employees who are nonpreference
eligible employees in the excepted service with less than 2 years of continuous service,
Schedule C employees, and others not covered by 5 U.S.C. chapter 75 but also affected
by an administrative furlough?

A. There are no mandatory procedures; however, agencies should ensure that all
administrative procedures required by negotiated agreements or internal personnel policies
are followed, subject to any exceptions to those procedures that would apply in the event of
an administrative furlough.

What if an agency initiates an administrative furlough for a probationer, but the
individual satisfactorily completes their probationary period before furlough days are
taken or completed?

A. Once a probationer satisfactorily completes the required probationary period and meets
the definition of “employee” under 5 U.S.C. 7511, the employee is entitled to the same
procedural rights as other covered employees as explained in Question M.4.

Before any furlough days are taken after the individual has become an “employee” under

5 U.S.C. 7511, the agency should provide: at least 30 calendar days advance written notice;
at least 7 calendar days for the employee answer orally and in writing; the right of the
employee to be represented by an attorney or other representative; a written decision; and the
right of the employee to appeal the agency’s action to the Merit System Protection Board.
See Question M.4. for additional information on these procedural rights.

How do agencies implement an administrative furlough for administrative law judges?
A. 5 U.S.C. 7521 provides that adverse action furloughs of 30 calendar days or less may be
taken against an administrative law judge “only for good cause established and determined by
the Merit Systems Protection Board on the record after opportunity for hearing before the
Board.” The Merit Systems Protection Board has adopted procedures for implementing such

an action, which are described in 5 CFR 1201.137-141.

How should the decision letter for an administrative furlough be framed if the agency
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has not set a specific number of furlough days?

A. While it is desirable when possible to inform the affected employee of a specific number
of furlough days in the decision letter, the agency needs only to set out the maximum time
that may be involved, so employees have as much information as possible.

If an employee decides to challenge a discontinuous administrative furlough, from what
point would the time for appeal to the Merit Systems Protection Board run?

A. Employees must file an appeal within 30 days after the effective date of their first furlough
day, or 30 days after the date of their receipt of the decision notice, whichever is later.

May an agency provide an employee electronic notice of a furlough action?

A. Agencies that issue furlough notices should consult with their respective General
Counsels to ensure each step of the process is consistent with regulatory and legal
requirements. If an agency determines to electronically notify affected employees of a
furlough action, OPM recommends that the agency include each employee’s name, address,
and/or e-mail address on both the proposal and decision notifications so that it is clear that an
employee is receiving personal notification. Agencies should also consider including in the
body of the electronic correspondence, the requirement that the employee provide an email
acknowledgement of receipt. If an agency doesn’t receive a requested acknowledgement of
receipt of an e-mail notification, it should consider delivering a paper copy of the proposal
and/or decision notifications to the employee at his or her home address by registered mail
with a return receipt requested. Similarly, agencies must deliver hard copy furlough notices
to those employees without agency email access.

Additionally, OPM recommends that agencies consider informing employees in advance of
when and how the furlough notices will be issued and providing a contact person who can
confirm whether or not an employee is subject to the furlough and answer questions.

Finally, agencies with bargaining unit employees are reminded that they must provide notice
and opportunity to bargain over negotiable procedures and appropriate arrangements to any
unions representing their employees.

What are an agency’s regulatory obligations in providing an appellant the Merit
Systems Protection Board (MSPB) appeal information in the adverse action furlough
decision notice?

A. As summarized in the April 11, 2013, Federal Register
(http://www.gpo.gov/fdsys/pkg/FR-2013-04-11/pdf/2013-08503.pdf) an agency must satisfy
the obligation to provide a copy of the MSPB appeal form when issuing a decision notice.
Providing this MSPB appeal hyperlink form electronically (https://e-appeal.mspb.gov/) will
typically satisfy the requirement of ensuring that employees subject to a decision appealable
to MSPB will have effective access to the MSPB regulations and appeal form. However, if
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the employee informs the agency that he or she lacks Internet access, the agency is required to
take steps to ensure that the employee has actual access to the MSPB’s regulations and the
appeal form, including providing the employee with a hard copy of these documents upon the
employee’s request. See Sample Notice 2 for sample decision notice language.

. Procedures—More than 22 Workdays (Extended Furlough)

. When is an agency required to use reduction in force (RIF) procedures to
administratively furlough employees?

A. Agencies must follow RIF procedures for an extended furlough of more than 30
continuous calendar days, or of more than 22 discontinuous workdays (though, importantly, a
furlough is a temporary placement in non-pay/non-duty status; it is not a permanent
separation from service).

. Is there a maximum period an employee may be administratively furloughed for an
extended period?

A. Yes. An employee may be placed on an extended furlough only when the agency plans to
recall the employee to his or her position within 1 year. Therefore, the furlough may not
exceed 1 year.

. If an agency needs to administratively furlough employees for more than 30 calendar
days (or more than 22 workdays), must the complete S CFR part 351 procedures be
followed?

A. Yes. The complete procedures in 5 CFR part 351 must be followed, including a
minimum 60 days specific written notice of the furlough action. (Question 16 has additional
information on notice requirements.) The only exception to the regular procedures involves
assignment rights (i.e., “bump” and “retreat” rights; see question 4).

. When does an employee who is reached for an extended furlough action during an

administrative furlough have a right of assignment to another position?

A. An employee reached for release from the competitive level because of an extended
furlough has assignment rights to other positions on the same basis as an employee reached
for release as a result of other RIF actions (e.g., separation or downgrading).

Because of the requirement in 5 CFR 351.701(a) that assignment rights apply only to
positions lasting at least 3 months, an employee reached for an extended continuous furlough
does not have assignment rights to a position held by another employee who is not affected
by the furlough unless the furlough extends for 90 or more consecutive days. Also, an
employee reached for a discontinuous extended furlough action does not have assignment
rights to another position.
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The undue interruption standard could apply to an extended furlough over 90 consecutive
days. (As defined in 5 CFR 351.203, “undue interruption” essentially means that a higher-
standing employee who is otherwise qualified for the assignment may exercise the
assignment right only if the employee is able to perform the work of the position of the
lower-standing employee within 90 days of the assignment.) The agency must consider
whether undue interruption would result from both (1) the displacement of a lower-standing
employee from the competitive level affected by the furlough, and (2) the recall of both
employees to their official positions at the end of the furlough period.

. Are there any other situations in which agencies may restrict employees’ assignment

rights in an administrative furlough situation?

A. An agency may make a temporary exception to order of release and assignment rights to
keep the incumbent in his or her position for 90 days or less after the commencement of the
furlough when needed to continue an activity without undue interruption. (For additional
reasons that a temporary exception may be used, see 5 CFR 351.608(a).)

An agency may make a continuing exception to order of release and assignment rights to
keep the incumbent in a position that no higher standing employee can take over within 90
days and without undue interruption to the activity. (See 5 CFR 351.607.)

Some employees within a competitive area are paid from appropriated funds. Some are
paid from a variety of other funding sources, such as trust funds, working capital, user
fees, etc. Are employees who are paid from these other sources exempt from an
administrative furlough and the 5 CFR part 351 process?

A. Regardless of the source from which an employee is paid, each employee within a
competitive area would be subject to displacement by higher standing employees within the
same competitive area.

. If a program, project, or activity (PPA) takes other actions to obviate or lessen the need

for an extended administrative furlough, how will the employees in the PPA be affected
by the process?

A. Even though their positions are not subject to furlough, the employees in the PPA would
be subject to displacement by higher standing employees in other PPAs within the
competitive area.

. What action is taken if an employee refuses an offer of assignment during an

administrative furlough?

A. The employee is furloughed from his or her position.
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If an employee bumps or retreats to a different job as a result of an administrative
furlough, is the employee temporarily assigned to that job?

A. No. The employee becomes the incumbent of that job even though the furlough
anticipates the employee’s eventual recall to his or her former job.

If circumstances change and the agency is unable to recall administratively furloughed
employees at the point specified in their extended furlough notice, what additional
action is required?

A. In this situation, the agency must issue those employees new notices of either an extended
furlough or proposed RIF separation, as the situation requires. This new action must meet all
the requirements in the 5 CFR part 351 regulations (for example, 60 days advance notice).

Do these requirements also apply if an agency finds that it can recall employees before
they have reached the administrative furlough limits specified in their notice?

A. No.

Are employees who are appointed by the President with Senate confirmation (PAS),
Schedule C employees, and members of the Senior Executive Service (SES) covered by
extended furlough procedures of 5 CFR part 351 during an administrative furlough?

A. Extended furlough procedures of 5 CFR part 351 do not apply to an employee who is a
member of the Senior Executive Service or to an employee whose appointment is required by
Congress to be confirmed by, or made with the advice and consent of the Senate, except a
postmaster. All Schedule C employees are covered by part 351 except those under
appointments of 1 year or less who have less than 1 year of service.

What procedures are applicable to members of the Senior Executive Service (SES)
affected by an administrative furlough of more than 30 calendar days, or more than 22
discontinuous workdays?

A. Career SES members (other than reemployed annuitants) are covered by separate furlough
procedures in 5 CFR part 359, subpart H, which provide that an agency must use competitive
procedures in selecting SES career appointees for furloughs of more than 30 calendar days, or
for more than 22 workdays if the furlough does not cover consecutive calendar days. SES
regulations at 5 CFR part 359, subpart F, do not apply, but agencies may use the same
competitive procedures they have established for SES RIF. Any competitive procedures used
must be made known to the SES members. These career appointees are entitled to a 30-day
advance written notice of a furlough, which must tell the appointee the reason for the
furlough; the expected duration of the furlough and the effective dates; the basis for selecting
the appointee when some but not all SES appointees in a given organizational unit are being
furloughed; the location where the appointee may inspect the regulations and records
pertinent to the action; the reason, if the notice period is less than 30 calendar days; and the
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appointee’s appeal rights to the Merit Systems Protection Board. For a probationer, the
notice should also explain the effect (if any) on the duration of the probationary period.
However, the full notice period may be shortened, or waived, in the event of unforeseeable
circumstances, such as sudden emergencies requiring immediate curtailment of activities.
(See, for example, http://www.opm.gov/policy-data-oversight/pay-leave/furlough-
guidance/#url=Shutdown-Furlough for information on shutdown furloughs.) This regulation
does not require that appointees be afforded an opportunity to respond or that agencies issue a
separate decision notice. A career appointee (other than a reemployed annuitant) who has
been furloughed and believes 5 CFR part 359, subpart H, 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.

SES noncareer, limited term and limited emergency appointees and reemployed annuitants
holding career SES appointments are not covered by 5 CFR part 359, subpart H, and may be
furloughed under agency designated procedures, which need not include a 30-day advance
written notice, an opportunity to respond, or a separate decision notice.

What happens to temporary employees serving under appointments limited to 1 year or
less in extended administrative furlough situations?

A. An agency may not retain a temporary employee in pay status to furlough a competing
employee in the same competitive level. Temporary employees may be either separated or
furloughed in such situations, but they are not entitled to the protections of adverse actions or
5 CFR part 351 procedures when this occurs. As a matter of good human resources
management, however, the agency should try to give these employees as much advance
written notice as possible.

Time spent in furlough status by temporary employees counts the same as time in a pay status
toward their appointment’s not-to-exceed date and the 2-year limit on their overall service
specified in 5 CFR 316.401(c).

How do agencies administratively furlough administrative law judges for more than 30
calendar days (or more than 22 workdays)?

A. Administrative law judges are subject to the procedures in 5 CFR part 351. However,
since judges are not given performance ratings, the provisions dealing with the effect of
performance ratings on retention standing would not apply.

What notice must an agency provide an employee of an extended administrative
furlough action?

A. An agency must give an employee covered by 5 CFR part 351 a minimum 60-day specific
written notice before the effective date of any action, including furlough. The statutory basis

for the notice requirements is found in 5 U.S.C. 3502(d). The notice requirements are further
implemented through regulations published in 5 CFR part 351, subpart H.
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The same notice requirements are applicable to both a continuous and a discontinuous
furlough.

What option is available if an agency is unable to provide an employee with the
minimum required notice of an extended administrative furlough?

A. When the action is caused by unforeseeable circumstance, an agency may request OPM to
authorize a notice period of less than 60 days. However, the agency must still provide each
employee with a minimum of 30 calendar days specific written notice of the action. (See 5
U.S.C. 3502(e) and 5 CFR 351.801(b).)

Section 351.806 of 5 CFR states that during the notice period when, “in an emergency
the agency lacks work or funds for all or part of the notice period, it may place the
employee. .. in a nonpay status without his or her consent.” If an agency is unable to
give 60 calendar days notice in an emergency (or longer period if required by
administrative or negotiated provisions), may an agency use S CFR 351.806 to place
employees on administrative furlough before the notice period is satisfied?

A. Yes.

Is the agency required (or permitted) to register employees administratively furloughed
under S CFR part 351 in the agency’s Reemployment Priority List, or is the employee
eligible for priority consideration under placement programs such as Career Transition
Assistance Program or the Interagency Career Transition Assistance Program?

A. No. All of these programs are available only to employees who are separated, not to
employees who are furloughed.

During an administrative furlough, competitive service employees may appeal the
action to the Merit Systems Protection Board (MSPB). What about excepted service
employees?

A. Excepted service employees, as well as competitive service employees, who are covered
by 5 CFR part 351 may appeal or grieve as follows: An employee covered by a negotiated
grievance procedure that does not exclude 5 CFR part 351 actions must use the negotiated
grievance procedure. See 5 U.S.C. § 7121, et seq. Otherwise, an employee may appeal to
MSPB. See 5 CFR 351.202, 351.901, and 1201.3(c).
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21. What if an agency plans for and gives notice of an administrative furlough of 22
workdays or less, but then determines that another furlough is necessary for different
reasons? Must the agency use 5 CFR part 351 furlough procedures if it determines that
an additional furlough is necessary when the additional furlough follows a 22 workday
or less furlough?

A. If an agency’s initial assessment resulted in a furlough of 22 workdays or less, OPM
recommends that the agency complete that furlough and then issue new furlough notices
under either 5 CFR part 752 or 5 CFR part 351, as appropriate depending on the length of the
newly required furlough, in the event it determines that additional savings are necessary for
different reasons.

O. Labor Management Relations Implications

1. When an agency is required to effect an administrative furlough, what is the agency’s
obligation to bargain?

A. The decisions whether to furlough employees and which activities to except from a
furlough are management rights that are not subject to bargaining. See 5 U.S.C. 7106(a).
However, when an agency determines that an administrative furlough is necessary, agencies
have a duty to notify their exclusive representatives, if any, prior to initiating and
implementing any furlough actions. Upon request, agencies must 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 be aware that their collective bargaining agreements may also contain
provisions with respect to the time frame within which to provide the labor organization
notice of a change in conditions of employment. It is advisable to check the agency’s
individual labor agreements for applicable notice provisions, and for agencies to comply with
those provisions.

Agency contracts may also contain provisions regarding adverse actions and reductions in
force (RIF) with which agencies must comply in giving notice to bargaining unit employees
of pending furloughs. It is advisable to check the agency’s individual labor agreements for
applicable adverse action and reduction in force notice provisions, and to comply with those
provisions.

However, in the event that agencies are required to absorb unexpected substantial budget cuts
during a short-term continuing resolution or because of the limited time remaining in the
fiscal year to absorb these unexpected budget cuts, then agencies might be required to
furlough without delay because the cuts must be absorbed during the term of the continuing
resolution or remainder of the fiscal year and cannot be deferred until later in the year or into
a new budget year. In this event, OPM regulation 5 CFR 752.404(d)(2) states that written
notice of furlough to individual employees and opportunity to be heard are not required
because of unforeseeable circumstances. Unforeseeable circumstances could include
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unexpected cuts by the Congress to an agency’s budget late in the fiscal year. This regulation
does not apply to the statutory requirement that agencies provide appropriate notice to labor
organizations of changes in conditions of employment.

1a. Must agencies complete collective bargaining prior to issuing any furlough notices to
bargaining unit employees?

A. To the extent required by law, agencies must satisfy applicable collective bargaining
obligations prior to issuing any furlough notices to bargaining unit employees. Issuance of a
furlough notice itself has been found to constitute a change in employees’ conditions of
employment, which means that unless the matter is already “covered by” a collective
bargaining agreement, an agency must provide a union with advance notice of the proposed
change (e.g. furlough notices being sent to employees) and an opportunity to bargain over any
aspects of the change that are negotiable.

2. May an agency effect an administrative furlough for employees in a bargaining unit
before negotiations are completed?

A. If the parties bargain to impasse and the union does not invoke the services of the Federal
Service Impasses Panel in a timely manner, the agency may furlough employees without
further delay provided the agency gives the union adequate notice of its intent to implement
its last bargaining offer on a specific date. If the union invokes the services of the Federal
Service Impasses Panel by that date, the agency may not furlough employees unless it can
show it is necessary to do so without further delay.

Agencies required to absorb substantial budget cuts during a short term continuing resolution
or because of the limited time remaining in the fiscal year to absorb those cuts might be
required to furlough without further delay because the budget cuts must be absorbed during
the term of the continuing resolution or the current fiscal year and cannot be deferred until
later in the year or into a new budget year. However, in the case of cuts that can be absorbed
over the course of the fiscal year, it would be difficult to demonstrate that the furloughs could
not be delayed pending resolution of the bargaining impasses. If bargaining is not completed
and the agency must furlough employees, the agency should continue to bargain and, if
possible, implement any agreement retroactively. We caution agencies that this should be a
last resort approach. All attempts should be made to complete the collective bargaining
process first, if possible.
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3. While no decision has been made to administratively furlough employees, our union has
submitted a midterm bargaining request on furlough procedures regarding any
possible future administrative furlough. Our collective bargaining agreement is silent
on furlough procedures and the union is invoking its right to initiate mid-term
bargaining on matters not covered by the agreement. Do we have an obligation to
bargain when no decision has been made to furlough employees?

A. Even though no decision has been made to furlough employees, it is possible you have a
duty to bargain regarding the union initiated mid-term bargaining request, assuming the
matter is not already covered by your collective bargaining agreement. The law requires an
agency to bargain during the term of a collective bargaining agreement on negotiable union-
initiated proposals concerning matters that are not expressly contained in, or otherwise
covered by, the collective bargaining agreement, unless the union has waived its right to
bargain about the subject matter involved. With this in mind, you will have to evaluate the
circumstances of your situation to determine whether you have a duty to bargain on furlough
procedures.

4. Along with a bargaining request on furloughs, our union has submitted an information
request under 5 U.S.C. 7114 seeking information such as the agency administrative
furlough plan and a list of employees expected to be furloughed, and whether or not the
furloughs are planned to be continuous or discontinuous. Do we have to provide this
information?

A. Tt depends. An agency is required to provide data that is normally maintained, reasonably
available, and necessary to perform the representational duties of a union. A union
requesting information must establish a particularized need for the information by
articulating, with specificity, why it needs the requested information, including the uses to
which the union will put the information and the connection between those uses and the
union’s representational responsibilities under the statute. The union must establish that the
requested information is required in order for the union to adequately represent its members.
An agency denying a request for information must assert and establish any countervailing
anti-disclosure interests. An agency may not satisfy its burden by making conclusory or bare
assertions; its burden extends beyond simply saying “no.” With this in mind, you will have
to evaluate the circumstances of your situation to determine whether you should provide the
requested information.

5. If a bargaining unit employee decides to challenge a discontinuous administrative
furlough, what is the timeframe for the employee to file a grievance under the

negotiated grievance procedure (NGP)?

A. The time limits and other procedures applicable to bargaining unit employees are spelled
out in applicable provisions of negotiated agreements.
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6. May a manager or supervisor have a meeting with employees in a bargaining unit to
discuss an administrative furlough without a union representative present?

A. The law grants a union the right to be represented at certain meetings between managers
and one or more bargaining unit employees if the meeting concerns issues such as
personnel policies or practices or other general conditions of employment. Under the
law, this meeting is referred to as a “formal discussion.” With this in mind, you will have
to evaluate the circumstances of your situation to determine whether the meeting
constitutes a formal discussion. If you have determined the meeting is a formal
discussion, advance notice of the meeting must be provided to the union. See 5 U.S.C.
7114(a)(2)(A).

P. Travel

1. Must agencies cover travel expenses during a furlough day, if an employee’s travel
status requires his/her stay to include that furlough day?

A. Yes. Agencies must provide per diem or actual expenses to employees whose travel
status requires a stay that includes a furlough day.

2. Can an employee be engaged in official travel during furlough hours?

A. No. By statutory definition in 5 U.S.C. 7511(a)(5), a furlough under 5 U.S.C. chapter 75
can apply only when an employee is “without duties.” Official travel is a duty within the
meaning of the term “duties” in 5 U.S.C. 7511(a)(5). Thus, even if the official travel does
not qualify as compensable hours of work, the scheduling of official travel would
automatically cancel furlough status during affected hours—just as would the scheduling of
work. (See Question A.4. regarding when employees are in furlough status—i.e., only during
designated hours within the employee’s tour of duty established for leave usage purposes.)

Note: As used in Questions P.2.-P.6., “official travel” refers to actual time spent traveling on
officially authorized Government business and does not include time spent between travel
trips at a temporary location away from the employee’s official duty station.

3. If official travel cancels furlough status during affected hours, how are those travel
hours treated?

A. For days other than holidays, official travel during previously designated furlough hours
would be considered compensable hours of work, since those furlough hours would have
been within the employee’s regularly scheduled administrative workweek. Any official travel
within an employee’s regularly scheduled administrative workweek qualifies as compensable
hours of work under 5 U.S.C. 5542(b)(2)(A).

Under certain conditions, an employee may be legitimately scheduled to be furloughed on a
holiday (during holiday hours within the employee’s normal tour of duty). (See Section F.)
In the case of holidays, official travel during previously designated furlough hours would be
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compensated by either holiday premium pay or holiday time off pay. If the travel time
qualifies as work under 5 U.S.C. 5542(b)(2)(B), the employee would be entitled to holiday
premium pay for those travel hours under 5 U.S.C. 5546(b). If the travel time does not
qualify as work under 5 U.S.C. 5542(b)(2)(B), the employee would be entitled to holiday
time off pay for those travel hours.

. Can official travel hours outside the employee’s basic workweek that are compensable

hours of work be substituted and paid at a basic rate under the LWOP substitution
rule?

A. Yes. Travel time outside the basic workweek that qualifies as work (i.e., meets one of
conditions in 5 U.S.C. 5542(b)(2)(B)) is covered by the LWOP substitution rule in 5 CFR
550.112(d), just like any other period of work. (See Questions D.4. and D.5.)

. Can official travel hours outside the employee’s basic workweek for which an employee

earns compensatory time off for travel be substituted and paid at a basic rate under the
LWOP substitution rule?

A. No. Hours that are credited under the compensatory time off for travel provision in

5 U.S.C. 5550b and 5 CFR part 550, subpart N, are hours that are not otherwise compensable
under title 5. The LWOP substitution rule in 5 CFR 550.112(d) applies to a period of
qualifying work—that is, service that would qualify as work for the purpose of applying
overtime thresholds and would generate compensation.

. Can an employee earn compensatory time off for travel for official travel time during
furlough hours?

A. No. As explained in Question P.2., official travel would cancel the employee’s furlough
status. As explained in Question P.3., official travel during previously designated furlough
hours would be compensable under the normal pay rules. Since the official travel hours
would already be compensable, the employee could not earn compensatory time off for travel
for those hours. (Under 5 U.S.C. 5550b, an employee may earn compensatory time off for
travel for a period of time only if that period of time is not otherwise compensable.)

. Can an employee use compensatory time off for travel during furlough hours?

A. No. No paid time off may be used during furlough hours. Under 5 U.S.C. 7511(a)(5), the
term “furlough” is defined as a period during which an employee is without duties and pay.
Use of compensatory time off for travel results in pay and thus is inconsistent with furlough
status. (See Question E.1.)
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Q. Foreign Area Allowances, Differentials, and Danger Pay

1. Do administrative furloughs interrupt or reduce civilian Living Quarters Allowances
(LQA) or a Post Cost of Living Allowances (COLA)?

A. An administrative furlough doesn’t interrupt Post COLA if the nonpay status period,
including periods outside the employee’s regular tour of duty (e.g., weekends), does not
exceed 14 consecutive calendar days. If an employee is in furlough status that results in a
continuous nonpay status period that exceeds 14 consecutive calendar days, then the Post
COLA is interrupted for the duration of the furlough status. (Source:
http://aoprals.state.gov/content.asp?content_id=231&menu_id=92, DSSR 051.2) LQA
continues without interruption while the employee is in nonpay status not in excess of 30
consecutive calendar days at any one time. For periods in nonpay status longer than 30
consecutive calendar days, LQA payment shall be suspended as of the day the employee
enters such status, and payment is not to be made for any part of such period. (Source:
http://aoprals.state.gov/content.asp?content_id=231&menu_id=92, DSSR 051.2 and DSSR
132.2b(2))

2. Do administrative furloughs interrupt Danger Pay or Post Hardship Differentials for
civilians stationed at a those posts? Do they impact differential eligibility for TDY
employees at such posts?

A. Yes. Employees do not receive Danger Pay or Post Hardship Differential for any
furlough days. (Source: http://aoprals.state.gov/content.asp?content_id=231&menu_id=92,
DSSR 052.2)

Furlough days do not count toward differential eligibility for TDY employees. (Source:
http://aoprals.state.gov/content.asp?content_id=231&menu_1d=92, DSSR 052.2 and DSSR
541)

3. Do administrative furloughs interrupt Difficult-To-Staff Incentive Differentials (SND)
for civilians stationed at a those posts?

A. No. Length of furlough does not affect SND eligibility. This benefit is based on
continuing presence at post. (Source:
http://aoprals.state.gov/content.asp?content_id=231&menu_id=92, DSSR 1020)

4. Do administrative furloughs interrupt evacuation payments/Subsistence Expense
Allowances (SEAs) for civilians evacuated and working from safehavens?

A. An administrative furlough doesn’t interrupt an SEA if the nonpay status period,
including periods outside the employee’s regular tour of duty (e.g., weekends), does not
exceed 14 consecutive calendar days. If an employee is in furlough status that results in a
continuous nonpay status period that exceeds 14 consecutive calendar days, then the SEA is
interrupted for the duration of the furlough status. (Source:
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http://aoprals.state.gov/content.asp?content_id=23 1&menu_id=92, DSSR 051.2)

. I'have transferred back to Washington, DC, from a foreign post and am using the
subsistence expense portion of the Home Service Transfer Allowance. Do
administrative furloughs interrupt my eligibility for reimbursement?

A. An administrative furlough doesn’t interrupt an HSTA if the nonpay status period,
including periods outside the employee’s regular tour of duty (e.g., weekends), does not
exceed 14 consecutive calendar days. If an employee is in furlough status that results in a
continuous nonpay status period that exceeds 14 consecutive calendar days, then the HSTA is
interrupted for the duration of the furlough status. (Source:
http://aoprals.state.gov/content.asp?content_id=23 1&menu_id=92, DSSR 051.2)

. I am transferring from Washington, DC, to Pakistan. I’ve been authorized the pre-

departure subsistence expense portion of the Foreign Transfer Allowance. Do
administrative furloughs interrupt my eligibility for reimbursement?

A. An administrative furlough doesn’t interrupt an FTA if the nonpay status period,
including periods outside the employee’s regular tour of duty (e.g., weekends), does not
exceed 14 consecutive calendar days. If an employee is in furlough status that results in a
continuous nonpay status period that exceeds 14 consecutive calendar days, then the FTA are
interrupted for the duration of the furlough status. (Source:
http://aoprals.state.gov/content.asp?content_id=231&menu_1d=92, DSSR 051.2)

. I am stationed at a foreign post and my family is on Separate Maintenance Allowance

(SMA) in the United States. Do administrative furloughs interrupt the SMA?

A. An administrative furlough doesn’t interrupt an SMA if the nonpay status period,
including periods outside the employee’s regular tour of duty (e.g., weekends), does not
exceed 14 consecutive calendar days. If an employee is in furlough status that results in a
continuous nonpay status period that exceeds 14 consecutive calendar days, then the SMA 1is
interrupted for the duration of the furlough status. (Source:
http://aoprals.state.gov/content.asp?content_id=231&menu_id=92, DSSR 051.2)
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R. VERA/VSIP

1. Can agencies offer early retirements (VERAS) or separation incentives (VSIPs) to
furloughed employees? Can VERA/VSIP be offered during sequestration? Can
VERA/VSIP be offered in lieu of a furlough?

A. Both Voluntary Early Retirement Authority (VERA) and Voluntary Separation Incentive
Payments (VSIP) are programs to incentivize voluntary separations to avoid involuntary
personnel actions associated with an agency’s decision to restructure its workforce. Agencies
with OPM-approved VERA and or VSIP may continue offering these options to covered
employees during a furlough.

VERA and VSIP result in permanent separations from the agency workforce. (Please note
that VSIP recipients may not be reemployed by the Federal Government within 5 years unless
they repay the VSIP to the agency that paid it.) Furloughs are associated with temporary
issues, such as lack of work or funds, with the intention that employees would return to their
jobs after the furlough. The agency would decide which option to take based on its situation,
e.g., the need to permanently reduce or restructure its workforce or to save funds by
furloughing employees.

S. Federal Employees Health Benefits Program
1. If an employee is furloughed, does their FEHB coverage continue or terminate?

A. The employee’s FEHB coverage will continue if the employee’s salary is sufficient to pay
the premiums. If pay becomes insufficient to cover premiums, an employee that has FEHB
coverage and participates in premium conversion (paying his or her share of FEHB premiums
on a pre-tax basis) has several options available.

If the furlough results in pay for a regular pay period to be insufficient for the employee’s
employing office to withhold the employee’s share of premium from that pay (after the
agency applies all deductions in accordance with the required order of precedence, see
Question D.1.), the employing office must notify the employee and give the employee an
opportunity to elect to either continue or terminate FEHB coverage. If the employee does not
respond to this notice within the time for response, the employing office will terminate the
FEHB coverage. In some instances, an employee may cancel FEHB coverage. See
Questions S.7., S.8., and S.9. for more information.

2. Can an employee terminate FEHB coverage because he/she thinks it’s not affordable?
A. No, the employee’s view of his/her ability to afford FEHB coverage is not a basis for
terminating coverage. However, if the employee has insufficient pay to cover the employee

share of the premium (as explained in Question S.1.), the employee may choose to terminate
coverage.
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3. How can an employee continue FEHB coverage if his or her pay is not enough to cover
the premium?

A. If an employee elects to continue FEHB coverage, the employee may directly pay the
employing office to keep premiums current, or the employee may incur a debt that the
employing office will recover when the employee’s pay becomes sufficient to cover the
premium.

4. What happens if FEHB coverage terminates for insufficient pay during furlough?

A. If an employee elects to terminate FEHB coverage, or if the employee does not respond to
the election notice, the coverage will end retroactive to the last day of the last pay period in
which the premium was withheld from pay. The employee and any covered family members
are entitled to a 31-day temporary extension of coverage which commences retroactively to
the day after the coverage ended. The employee will also have the right to convert to an
individual contract for health benefits.

5. If an employee’s coverage terminates, can the employee re-enroll once pay returns to a
level that covers the employee’s share of the FEHB premium?

A. Yes. An employee may re-enroll in FEHB upon returning to sufficient pay status and
does not have to wait for an open season to re-enroll. The employee must reenroll within 60
days of becoming eligible as a result of renewed sufficient pay. Otherwise, the employee will
be required to wait for an open season or a Qualifying Life Event (QLE) that allows for
enrollment outside of open season.

6. How will the employee’s termination affect his or her 5-year participation for purposes
of continuing FEHB after retirement?

A. For purposes of meeting the 5-year participation requirement, counting of the time the
employee is covered under FEHB will stop when the employee’s enrollment terminates and
resume upon re-enrollment provided the employee reenrolls within 60 days of becoming
eligible as a result of renewed sufficient pay. In other words, the employee does not start a
new S-year participation period in this circumstance. However, the period of time in which
the employee is not covered due to insufficient pay will be considered a period of ineligibility
for FEHB, and will not be held against the employee for purposes of meeting the 5-year
continuous coverage requirement.

An employee who does not re-enroll within 60 days but postpones re-enrollment until the

next open season must begin a new 5-year participation period for purposes of continuing
FEHB coverage into retirement.
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7. Can an employee who participates in premium conversion (paying his or her share of
FEHB premiums on a pre-tax basis) just cancel FEHB coverage if the employee is
furloughed?

A. No. For employees participating in premium conversion (paying his or her share of
FEHB premiums on a pre-tax basis), an administrative furlough is not a Qualifying Life
Event (QLE) that would allow a cancellation.

If the administrative furlough causes an employee’s pay for a pay period to become
insufficient for the employing office to withhold his or her share of the FEHB premium for
that pay period, the employing office must give the employee an opportunity to elect to
continue his or her FEHB and incur a debt or to terminate enrollment. The employing office
will terminate FEHB coverage if no response is timely received. This termination, either by
election or by default, is not a cancellation for FEHB purposes.

8. What options are available to an employee who does not participate in premium
conversion (therefore, paying his or her share of FEHB premiums after taxes) and gets
furloughed?

A. An employee who specifically waived premium conversion (therefore, paying their share
of FEHB premiums after taxes), and whose pay for a pay period is insufficient to cover the
employee’s share of premium, will be offered the same choices available to an employee
covered by Question S.7. However, unlike an employee who participates in premium
conversion, he or she may cancel FEHB coverage at any time. He or she does not need a
QLE.

9. If an employee cancels his or her FEHB enrollment, will the employee forfeit rights to a
31-day temporary extension, Temporary Continuation of Coverage and conversion to
an individual policy, coverage while receiving workers’ compensation, continuation into
retirement, and coverage for survivors?

A. An employee who elects to cancel coverage should be made fully aware that if coverage
is cancelled:

(1) the employee and all eligible family members do not get a 31-day temporary extension of
coverage upon cancellation, and the employee may not reenroll in FEHB until he or she has
another QLE that permits enrollment, or the next FEHB Open Season, even upon transfer to
another Federal agency;

(2) if the employee separates from employment without reenrolling before separation, he or
she will not be eligible to purchase temporary continuation of coverage (TCC) or an

individual conversion policy;

(3) if the employee is injured and receives benefits from the Office of Workers’
Compensation Programs (OWCP) during the time coverage is cancelled, the employee will
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not have an FEHB enrollment to continue during the period of OWCP coverage;

(4) if the employee retires while coverage is cancelled, the employee will not have a FEHB
enrollment to continue into retirement. Moreover, even if the employee while still employed
reenrolls in FEHB on account of a QLE or at FEHB Open Season, the period of cancellation
is considered a break in FEHB coverage that may preclude his or her ability to continue
FEHB coverage into retirement;

(5) if an employee dies while coverage is cancelled, there will be no self and family
enrollment for survivors to continue, even if they are eligible for a survivor annuity.

Can an employee make an enrollment change because the employee is under an
administrative furlough?

A. No. An administrative furlough is not a QLE that would permit an employee to change
his or her FEHB plan or option. An employee who participates in premium conversion
(paying his or her share of FEHB premiums on a pre-tax basis) may not change to a self only
enrollment.

Note that an employee who waived premium conversion (therefore, paying his or her share of
FEHB premiums after taxes) may change to self only at any time. However, the employee
should be aware that this will deprive his or her covered family members of FEHB coverage
and the employee cannot change back to self and family until the employee has a QLE or the
next FEHB Open Season. In the event of the employee’s death, there will be no FEHB
enrollment for surviving family members to continue, even if they are eligible for a survivor
annuity.

Will full-time employees receive a lower, pro-rated Government share of FEHB
premiums if their hours are reduced under an administrative furlough?

A. No. FEHB law (title 5, U.S. Code, section 8906(b)(3)) requires the Government
contribution toward FEHB premiums to be prorated (thus a larger employee share) for part-
time career employees, 1.e. employees with a documented regularly scheduled workweek of
16-32 hours per week. An administrative furlough does not change an employee’s regular
work schedule, e.g., from full-time to part-time.

Thus, as long as a full-time employee does not change to part-time career employment, the
employee remains entitled to a full Government contribution and the proration does not apply

even if the number of hours per pay period is reduced during the furlough to within 16-32
hours per week.
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12. Will part-time employees receive a lower prorated Government share of the FEHB
premiums if their hours are reduced under an administrative furlough?

A. No. The Government contribution toward the FEHB premium for an employee working
part-time is prorated based on the employee’s regular work schedule. An employee’s
Notification of Personnel Action (SF 50) documents the employee’s work schedule and
number of part-time hours the employee is scheduled to work per pay period (blocks 32 and
33). This part-time schedule should be the part-time schedule established for leave usage
purposes (i.e., the schedule from which leave is charged for absences). A furlough action
will place the employee in a non-duty/non-pay status during an otherwise scheduled workday,
but it does not change the employee’s regular work schedule. Therefore, the Government’s
prorated share of FEHB premium will not decrease.

Note to Section S: Additional Sources of Information

A list of QLEs for the FEHB Program may be obtained at
http://www.opm.gov/forms/pdf fill/sf2809.pdf.

OPM’s FEHB webpage on Leave Without Pay and Insufficient Pay Status may be found at
http://www.opm.gov/healthcare-insurance/healthcare/reference-materials/reference/leave-
without-pay-status-and-insufficient-pay.

T. Federal Employees’ Group Life Insurance Program

1. Will an employee continue to be covered under the Federal Employees’ Group Life
Insurance (FEGLI) Program during an administrative furlough that results in a
reduction of hours and pay during a pay period, if there is sufficient pay in the pay
period to cover the employee’s share of the FEGLI premium for that pay period?

A. If the furlough is for only part of a pay period and the pay for that pay period is sufficient
to cover the full FEGLI premium, then the full FEGLI premium will be withheld and the
employee will continue to be covered under FEGLI, even during the furlough period.

2. Will an employee continue to be covered under FEGLI during an administrative
furlough that results in no pay at all for at least one pay period and less than 12
months?

A. The employee’s FEGLI coverage continues while in a leave without pay (LWOP) status
due to furlough for up to 12 months, without cost to the employee or to the agency. Neither

the employee nor the agency incurs a debt during this period of furlough. This provision does
not apply if the employee in LWOP status is receiving workers’ compensation from OWCP.

44

125


http://www.opm.gov/forms/pdf_fill/sf2809.pdf
http://www.opm.gov/healthcare-insurance/healthcare/reference-materials/reference/leave-without-pay-status-and-insufficient-pay
http://www.opm.gov/healthcare-insurance/healthcare/reference-materials/reference/leave-without-pay-status-and-insufficient-pay

DCMA Administrative Record for FY 2013 Furlough Appeals

3. Will an employee continue to be covered under FEGLI during an administrative
furlough that results in no pay at all for more than 12 months?

A. Generally, Basic and Optional insurance of an insured employee who is in LWOP status
stops on the date the employee completes 12 months in LWOP status. Your life insurance
coverage terminates at the end of this 12-month period, with a 31-day extension of coverage
and right to convert to an individual policy.

4. What happens if, due to an administrative furlough that results in a reduction of hours
and pay during a pay period, an employee’s regular pay for a pay period, after all other
deductions, will not be enough to cover the employee’s share of premium for all of the
employee’s FEGLI Options?

A. As a general matter, if an employing agency determines that an employee’s regular pay
for a pay period, after all other deductions, will not be enough to cover the employee’s share
of premium for all of the employee’s FEGLI Options, the employing agency must notify the
employee. The employing office must provide the employee with a choice to either terminate
some or all FEGLI coverage, or to make premium payments directly.

If the employee elects to continue coverage and pay directly, the process is detailed in the
FEGLI regulations at 5 CFR 870.405(c). See http://www.opm.gov/healthcare-insurance/life-
insurance/reference-materials/#url=Regulations.

If the employee elects to terminate coverage, any amount available for life insurance
withholdings must be applied first to Basic, with any remainder applied to Optional insurance
(first to Option B, then Option A, then Option C). If the employee does not respond to the
election notice in a timely manner, the employing agency will terminate coverage in the order
stated above to the extent required due to insufficient pay. Terminated coverage is subject to
a free 31-day extension of coverage and the employee has a right to convert.

As provided for in 5 CFR 870.603, when group coverage terminates for any reason other than
voluntary cancellation, an employee may apply to convert all or any part of his or her Basic
and Optional insurance to an individual policy. An employee who elects to make premium
payments directly and whose coverage is cancelled for nonpayment is not entitled to a 31-day
extension of coverage and is not entitled to convert to an individual policy. For more
information regarding conversion of insurance, please see 5 CFR 870.603.

5. If an employee’s FEGLI coverage is terminated for insufficient pay during a furlough
because the employee initially declined to elect direct premium payments, can the
employee reinstate the FEGLI coverage when the furlough ends or pay becomes

sufficient?

A. Yes the employee may reinstate any FEGLI coverage terminated for insufficient pay, back
to the original elections, upon return to sufficient pay.

45

126


http://www.opm.gov/healthcare-insurance/life-insurance/reference-materials/#url=Regulations
http://www.opm.gov/healthcare-insurance/life-insurance/reference-materials/#url=Regulations

DCMA Administrative Record for FY 2013 Furlough Appeals

6. Will an employee incur a debt to the agency if the agency underwithholds FEGLI
premium as a result of insufficient pay during a furlough?

A. Yes, the agency may consider underwithholding to be a debt. In such cases, agencies

must follow their regular processes (including any applicable processes set forth by statute)
regarding the collection of these debts.
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Sample Notice 1
Furlough Proposal Due to Planned Reduction In Agency Expenditures (5 CFR Part 752)

[Note: This is the advance written notice required by 5 U.S.C. 7513, when an agency effects an
administrative furlough in order to absorb reductions in funding over a period of time. This
sample has been written for the scenario where an agency chooses to furlough on discontinuous
days. Agencies who choose to furlough on a continuous-day basis should amend the sample
accordingly.]

This memorandum notifies you that [agency name] proposes to furlough you no earlier than 30
days from receipt of this notice. The furlough is being proposed under the authority of 5 CFR
part 752, subpart D [briefly explain reason for furlough, e.g., because the agency has received a
20 percent reduction in salaries and expenses (S&E) funding and the present rate of spending
when annualized will result in an expenditure in excess of our authorized budget]. This furlough
is proposed to promote the efficiency of the service by avoiding a deficit of funds in FY [year].

If other employees in your competitive level (i.e., generally, positions at the same grade level and
classification series, the duties of which are generally interchangeable — see 5 CFR 351.403(a))
are not being furloughed or are being furloughed for a different number of days, it is because they
(1) are currently in a nonpay status, (2) are under an Intergovernmental Personnel Act mobility
assignment, (3) are on an assignment not otherwise causing an expenditure of funds to the
agency, or (4) are in a position whose duties have been determined to be of crucial importance to
this agency’s mission and responsibilities, and cannot be curtailed. [Note: These are the most
common reasons for excluding employees from furlough. If there are other reasons that arise,
the agency must include them in this listing.]

We plan to apply the following procedures and conditions related to the furlough:

1. The furlough will be on discontinuous (intermittent) days, beginning [date], through
approximately [date]. Full time employees will be furloughed no more than 22 workdays or
176 hours. If you are a part-time employee, your furlough time off will be prorated, based on
your work schedule.

[Note: The agency determines the maximum number of pay periods over which 22 furlough
days would suffice to meet agency spending levels. For example, if an agency’s spending
limits require 5 furlough days per pay period, employees would reach the 22-day limit in
approximately 10 weeks.]

2. Due to the uncertain and potential fluctuating amount of funding which may be available to
this agency, the number of hours per pay period required for the furlough may vary.
Accordingly, if the decision is made to furlough, you will be advised in advance of each pay
period of the number of furlough hours required to allow this agency to meet its financial
obligations. In any case, however, you will not be furloughed for more than [number] hours
for each pay period between [date] and [date].
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3. You may request a specific schedule for furlough time off subject to management approval
based upon mission and workload considerations.

4. Annual, sick, court, or military leave which has been approved for a day which is later
designated as a furlough day will be recorded as a furlough and you will be placed in a
nonpay status for the day. However, when you receive the notice of your furlough dates, you
may request that the furlough time off be rescheduled, as provided in paragraph 3 above, if
you wish to use leave as approved.

At this time, we do not reasonably anticipate the need for furlough beyond 22 workdays.
However, should additional furlough days be necessary, employees will be given another notice.
We recognize the difficult personal financial implications of any furlough, no matter how limited
its length. We will make every effort to keep you informed as additional information regarding
the agency funding level becomes available. If you have questions, contact [contact name, phone
number, and email address].

You will be allowed seven calendar days from receipt of this letter to respond orally and/or in
writing, to review the supporting material, and to furnish any affidavits or other supporting
documentary evidence in your answer. You have the right to be represented in this matter by an
attorney or other person you may choose. If you are in active duty status, you and/or your
representative, if an agency employee, will be allowed up to four hours of official time to review
the supporting material, seek assistance, prepare your reply, secure affidavits and statements,
consider appropriate courses of action, and make a response. Contact your supervisor to arrange
for official time. The deciding official has designated representatives to hear oral replies in
his/her behalf. To arrange for an oral reply or review the supporting materials, please contact the
appropriate individuals listed below:

[contact names, phone numbers, and email addresses. ]

Your written reply should be mailed to the deciding official, Mr./Ms.[ name and title],[address]
or may be delivered to [address/room number].

A final written decision, including an explanation of the specific reasons for the action taken,
will be given to you as soon as possible after the seven days allowed for your reply.

No decision to furlough you has been made or will be made until full consideration is given to
your reply.

Proposing Official ~ Date

I acknowledge receipt of this notice.

Employee’s signature ~ Date
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Sample Notice 2
Notice of Decision to Furlough (5 CFR Part 752)

By written notice of [date], you were notified of a proposal to furlough you pursuant to the
authority in 5 CFR part 752, subpart D.

All written and oral replies received in response to that notice have been reviewed and carefully
considered. I have determined that all of the reasons for the proposed furlough, as stated in the
notice of the proposal, remain valid. The procedures and conditions related to the furlough as
proposed have been determined to be the most equitable means of implementing the furlough.
Therefore, you will be required to be on a discontinuous furlough during the period beginning
[date] through [date].

In accordance with the procedures and conditions outlined in the notice of proposal, dated [insert
date], if you are a full-time employee, you will be furloughed for no more than [number] hours
in each of the pay periods or parts thereof, between [date] and [date]. The maximum furlough
time for full-time employees will be no more than 22 workdays, or 176 hours. For full-time
employees, this maximum is based on a regular work schedule of 80 hours per pay period. If you
are a part-time employee, the number of hours required for furlough will be prorated according to
your specific work schedule.

Your supervisor will inform you of the amount of furlough time off required prior to each pay
period. To schedule your furlough time off, contact your supervisor.

When you are on furlough, you will be in a nonpay, nonduty status. Also, during any furlough
period, you will not be permitted to serve as an unpaid volunteer, but must remain away from
your workplace.

If you have completed a probationary or trial period or one year of current continuous
employment in the competitive service under other than a temporary appointment you may
appeal this action to the Merit Systems Protection Board (MSPB). If you are a preference
eligible employee in an excepted service appointment you may appeal to the MSPB if you have
completed one year of current continuous service in the same position or positions similar to the
one you now hold. Employees in the excepted service who do not have veterans preference and
who are not serving a probationary or trial period under an initial appointment pending
conversion to the competitive service may appeal to the MSPB if they have completed two years
of current continuous service in the same or similar positions in an Executive agency under other
than a temporary appointment limited to two years or less. You have the right to be represented
in this matter by an attorney or other person you may choose.

If you have the right of appeal and wish to appeal this action to the MSPB, you must file the
appeal within 30 days after the effective date of your first furlough day, or 30 days after the date
of your receipt of this decision, whichever is later. If you do not submit an appeal within this
timeframe, the MSPB will dismiss it as untimely filed unless a good reason for delay is shown.
You may obtain a copy of the appeals form and a copy of the Board’s regulations from the MSPB
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website at http://www.mspb.gov.

Your appeal must be filed with the MSPB regional or field office serving the area of your duty
station when the action was taken. Based upon your duty station, the appropriate field office is
[identify appropriate regional office]. MSPB also offers the option of electronic filing at
https://e-appeal.mspb.gov/.

The Board will send an Acknowledgment Order and copy of your appeal to [contact information
including the official’s mailing address, email address, telephone and fax number.]

If you are a bargaining unit employee, you may grieve this action in accordance with the
applicable negotiated agreement [negotiated agreement citation] or you may appeal to the MSPB
in accordance with the procedures outlined above, but not both. Your election to proceed under
one process will be considered made when you timely file a grievance in writing, or timely file a
notice of appeal, whichever event occurs first. To obtain information on filing a grievance under
the negotiated grievance procedure, contact [name of exclusive union representative].

[Under the Board’s October 2012 regulations, notices must also include:

Notice of any right the employee has to file a grievance or seek corrective action under
subchapters Il and Il of 5 U.S.C. chapter 12, including:

(1) Whether the election of any applicable grievance procedure will result in
waiver of the employee's right to file an appeal with the Board;

(2) Whether both an appeal to the Board and a grievance may be filed on the
same matter and, if so, the circumstances under which proceeding with one will
preclude proceeding with the other, and specific notice that filing a grievance will
not extend the time limit for filing an appeal with the Board;

(3) Whether there is any right to request Board review of a final decision on a
grievance in accordance with § 1201.155 of this part; and

(4) The effect of any election under 5 U.S.C. 7121(g), including the effect that
seeking corrective action under subchapters Il and 11l of 5 U.S.C. chapter 12 will
have on the employee’s appeal rights before the Board.]

Notice of any right the employee has to file a complaint with the Equal Employment
Opportunity Commission or to grieve allegations of unlawful discrimination, consistent
with the provisions of 5 U.S.C. 7121(d) and 29 CFR 1614.301 and 1614.302.]

We recognize the difficult financial implications of any furlough, no matter how limited its
length. We will make every effort to keep you informed as additional information regarding the

agency funding level becomes available. If you have questions, contact [contact name, phone
number, and email address].
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Deciding Official Date

I acknowledge receipt of this decision.

Employee’s signature ~ Date
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Sample Notice 3
Notice of Career SES Furlough (5 CFR Part 359)

This is a sample of the 30 day advance written notice of furlough required for career SES
appointees by 5 CFR part 359, subpart H. It should be used only as an illustration in preparing
an agency’s own notice, which must be based on specific circumstances in the agency. This
sample communicates the agency’s decision to implement an administrative furlough on
discontinuous days (i.e., 22 workdays or less). Agencies choosing to furlough on a continuous-
day basis (i.e., 30 calendar days or less) should amend the sample accordingly.

This memorandum notifies you that [agency name] intends to furlough you no earlier than 30
calendar days from receipt of this notice. This furlough is being taken pursuant to the authority
in 5 CFR part 359, subpart H [briefly explain the reason for furlough, e.g., “because the agency
has received a 20 percent reduction in salaries and expenses (S&E) funding, and the present rate
of spending, when annualized, will result in an expenditure in excess of our authorized budget”].
Although many actions are being taken within the agency to curtail spending, this furlough is
being taken to avoid a deficit of funds in FY [year].

If other employees in your organization are not being furloughed or are being furloughed for a
different number of days, it is because they (1) are currently in a nonpay status, (2) are under an
Intergovernmental Personnel Act mobility assignment, (3) are on an assignment not otherwise
causing an expenditure of funds to the agency, or (4) are in a position whose duties have been
determined to be of crucial importance to this agency’s mission and responsibilities, and cannot
be curtailed. [Note: These are the most common reasons for excluding employees from
furlough. If there are other reasons that arise, the agency must include them in this listing.]

We plan to apply the following procedures and conditions related to the furlough:

1. The furlough will be on discontinuous [intermittent] days, beginning [date], through [date].
Full time employees will be furloughed no more than 22 workdays or 176 hours. If you are a
part-time employee, your furlough time will be prorated, based on your work schedule.

[Note: The agency determines the maximum number of pay periods over which 22 furlough days
would suffice to meet agency spending levels. For example, if an agency’s spending limits
require 5 furlough days per pay period, employees would reach the 22-day limit in
approximately 10 weeks.]

2. Due to uncertain and potential fluctuating amount of funding which may be available to this
agency, the number of hours per pay period required for the furlough may vary. Accordingly,
you will be advised in advance of each pay period of the number of furlough hours required to
allow this agency to meet its financial obligations. In any case, however, you will not be
furloughed for more than [number] hours for each pay period between [date] and [date].

3. You may request a specific schedule for furlough time off subject to management approval
based upon mission and workload considerations.
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4. Annual, sick, court, or military leave which has been approved for a day which is later
designated as a furlough day will be recorded as a furlough and you will be placed in a nonpay
status for the day. However, when you receive the notice of your furlough dates, you may
request that the furlough time off be rescheduled, as provided in paragraph 3 above, if you wish
to use leave as approved.

When you are on furlough, you will be in a nonpay, nonduty status. Also, during the furlough,
you will not be permitted to serve as an unpaid volunteer but must remain away from your
workplace. At this time, we do not reasonably anticipate the need for furlough of more than 22
workdays; however, should additional days be necessary to meet this agency’s financial
obligations, affected appointees will be given another notice consistent with the provisions of 5
CFR part 359 subpart H.

Career SES appointees (except reemployed annuitants) who believe requirements of 5 CFR part
359 subpart H or this agency’s procedures have not been correctly applied may appeal to the
Merit Systems Protection Board (MSPB). Career SES appointees may inspect the regulations
and records pertinent to this action at the following location [identify location and times, as
appropriate].

If you wish to appeal this action to the MSPB, you must file the appeal within 30 days after the
effective date of your first furlough day, or 30 days after the date of your receipt of this decision,
whichever is later. If you do not submit an appeal within this timeframe, the MSPB will dismiss
it as untimely filed unless a good reason for delay is shown. You may obtain a copy of the
appeals form and a copy of the Board’s regulations from the MSPB website at
http://www.mspb.gov.

Your appeal must be filed with the MSPB regional or field office serving the area of your duty
station when the action was taken. Based upon your duty station, the appropriate field office is
[identify appropriate regional office]. MSPB also offers the option of electronic filing at
https://e-appeal.mspb.gov/.

The Board will send an Acknowledgment Order and copy of your appeal to [contact information
including the official’s mailing address, email address, telephone and fax number.] You also
have the right to be represented in this matter by an attorney or other person you may choose.

We recognize the difficult financial implications of any furlough, no matter how limited its
length. We will make every effort to keep you informed as additional information regarding the
agency funding level becomes available. If you have questions, contact [contact name, phone
number, and email address].

Issuing Official
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I acknowledge receipt of this notice.

Employee’s signature Date

[Note: For a probationary SES employee, an agency should advise that, as provided in 5 CFR
317.503(d)(2): 1) time in a nonpay status (e.g., LWOP and furlough) while in an SES position is
credited up to a total of 30 calendar days (or 22 workdays) toward completion of the SES
probationary period; and 2) after 30 calendar days, the probationary period is extended by
adding time to it equal to that served in a nonpay status.]
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Sample Notice 4
Furlough Due to Planned Reduction in Agency Expenditures (5 CFR Part 351)
More Than 22 Discontinuous Workdays

[Note: This is a sample written notice for a furlough of more than 22 discontinuous days under
the reduction in force procedures of 5 CFR 351 (implementing 5 U.S.C. 3502(d)) when an
agency effects an administrative furlough to absorb funding reductions. Agencies choosing to
furlough on a continuous basis for more than 90 calendar days may have to conduct full
reduction in force procedures (, such as round I competition to remain in the competitive level
and round II to determine assignment rights to another position).]

SUBJECT: Specific Notice of Furlough under Reduction in Force Procedures

I regret to inform you that [agency name] will furlough you for 25 discontinuous workdays
between [date] and [date]. You will be placed in a non-duty and non-pay status on your
designated furlough days. You will continue in your position of record on your non-furlough
days.

[Insert the reason for furlough, e.g., The [agency name] has received a 20 percent reduction in
salaries and expenses funding. At the present rate of spending, this reduction will result in an
expenditure in excess of our authorized budget. Although we have taken other cost-cutting
measures, furlough is required to avoid a deficit of funds in FY [year]. You are included in the
furlough because you occupy a position that is directly affected by the funding reduction.]

This action is taken in accordance with the reduction in force (RIF) regulations in title 5, Code of
Federal Regulations, part 351. Importantly though, while this action is taken in accordance with
RIF regulations, a furlough is a temporary action, not a permanent separation from service. We
have determined that assigning you to a different position for [number of days] per pay period
would result in an undue interruption to required work. Therefore, under 5 CFR 351.607, you do
not have a right to another position in your competitive level or within your competitive area.

Your retention standing as of the first furlough date is as follows:

Competitive area:

Service [i.e., competitive or excepted)]:

Position title, series, and grade:

Competitive level:

Tenure and subgroup:

Service computation date (SCD):

Three most recent performance rating with years credited:
Adjusted SCD (SCD-RIF):

Your furlough will be on discontinuous (intermittent) days, beginning [date] through [date]. Asa

full-time employee, you will be furloughed 25 workdays or 200 work hours. You may request a
specific schedule for your discontinuous furlough days or switch your designated furlough day(s)
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within a pay period through a written request to your supervisor. We will consider all change
requests with approvals based on position function, workload considerations, and employee
retention standing.

[If part-time: As a part-time employee with a work schedule of [xx] hours per pay period,
your prorated furlough is XX work hours to be served within your designated work
schedule.]

Annual, sick, court, or military leave which was approved for a designated furlough day is hereby
cancelled. However, you may request that the furlough day be rescheduled if you wish to use
leave as approved.

Attachment 1 has general information about leave and benefits during a furlough. Attachment 2
has information on [State] unemployment insurance program.

At this time, we do not reasonably anticipate the need for furlough beyond 25 workdays.
However, should additional furlough days be necessary, you will be issued another notice.

You may review the information related to your furlough action. Copies of retention registers,
RIF regulations, and related records are available in the Human Resources Office. You may
make an appointment to review this material by contacting [ HRO name and contact information).

You may appeal this action to the Merit Systems Protection Board (MSPB). You may file an
appeal within 30 calendar days after the effective date of your first furlough day. If you do not
file an appeal within this 30-day time limit, the MSPB may dismiss it unless you can show good
cause for the delay. A copy of the appeal form and the MSPB’s regulations are available on the
Board’s website at www.mspb.gov. You should send your appeal to the MSPB office at
[appropriate office address]. The Board will send an Acknowledgment Order and copy of your
appeal to [contact information including the official’s mailing address, email address, telephone
and fax number.] [Note: MSPB appeal rights for furloughs apply to non-bargaining unit
employees or bargaining unit employees where the negotiated grievance procedure excludes
furloughs from coverage.]

[If the employee is a bargaining unit employee and furloughs are covered under the negotiated
grievance procedure: You may grieve this action in accordance with the applicable negotiated
agreement [negotiated agreement citation] in accordance with the procedures outlined in the
agreement. To obtain information on filing a grievance under the negotiated grievance
procedure, contact [name of exclusive union representative].

[Under the Board’s October 2012 regulations, notices must also include:

Notice of any right the employee has to file a grievance or seek corrective action under
subchapters Il and Il of 5 U.S.C. chapter 12, including:

(1) Whether the election of any applicable grievance procedure will result in
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waiver of the employee's right to file an appeal with the Board;

(2) Whether both an appeal to the Board and a grievance may be filed on the
same matter and, if so, the circumstances under which proceeding with one will
preclude proceeding with the other, and specific notice that filing a grievance will
not extend the time limit for filing an appeal with the Board;

(3) Whether there is any right to request Board review of a final decision on a
grievance in accordance with § 1201.155 of this part; and

(4) The effect of any election under 5 U.S.C. 7121(g), including the effect that
seeking corrective action under subchapters Il and Il of 5 U.S.C. chapter 12 will
have on the employee’s appeal rights before the Board.]

Notice of any right the employee has to file a complaint with the Equal Employment
Opportunity Commission or to grieve allegations of unlawful discrimination, consistent
with the provisions of 5 U.S.C. 7121(d) and 29 CFR 1614.301 and 1614.302.]

This furlough under the RIF regulations does not reflect on your service, performance, or
conduct. It is taken solely for the reason stated in this notice.

We recognize the difficult personal financial implications of any furlough, no matter its length.
We will make every effort to keep you informed as additional information regarding agency
funding level becomes available. If you have questions, contact [contact name, phone number,
and email address].

Agency Official Signature Date
Attachments
I acknowledge receipt of this notice.
Printed name Employee signature Date
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Table of Recent Changes to Guidance for Administrative Furloughs

Date Question | Change | Description
June 10, 2013 Note New Added a note regarding the applicability of the guidance
(located before Section A)
P.2. New Effect of scheduling official travel during designated
furlough hours
P.3. New Treatment of official travel hours during previously
designated furlough hours
P.4. New Treatment of official travel hours outside the basic
workweek that are compensable hours of work
P.5. New Treatment of official travel hours outside the basic
workweek that are credited as compensatory time off for
travel
P.6. New Inability to earn compensatory time off for travel for
travel hours during previously designated furlough hours
P.7. New Inability to use compensatory time off during furlough
hours
May 23, 2013 G.3. Revised | Directs readers to new Section T (Federal Employees’
Group Life Insurance Program)
T.1. New Impact of employee receiving sufficient pay in pay
period to cover employee’s share of premium
T.2. New Impact of employee receiving no pay for at least 1 pay
period but less than 12 months
T.3. New Impact of employee receiving no pay for more than 12
months
T.4. New Impact of employee’s pay in pay period being
insufficient to cover premium for all FEGLI options
T.S. New Reinstatement of FEGLI coverage after coverage is
terminated because of insufficient pay and employee
declines to make direct premium payments
T.6. New Employee’s debt to agency if agency underwithholds
FEGLI premium as a result of insufficient pay
April 25, 2013 AA4. New Explanation of what it means to be in a furlough status
A.S. New Clarification that furlough does not affect an employee’s
status as full-time or part-time
C3. Revised | Added a link to a relevant Office of Government Ethics
legal advisory
C.6. New Effect of an agency ordering an employee to work
during his or her scheduled furlough hours
E.S. New Retroactive substitution of annual leave for furlough
hours taken in certain limited circumstances
E.6. New Retroactive substitution of excused absence for furlough

hours taken in certain limited circumstances
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L.2. Revised | Added language about identifying specific furlough
hours for employees on a flexible work schedule

M.4a. New Appropriate supporting documentation for an
administrative furlough action

M.4b. New Procedural rights applicable to veterans for an
administrative furlough of 30 calendar days or less

M.6a. New Procedural rights for a probationer who completes his or
her probationary period before fulfilling the agency’s
furlough time off requirement

M.11 New Obligation to provide Merit Systems Protection Board
(MSPB) appeal information in adverse action furlough
decision notices

N.21. Revised | Clarified the previous language about the appropriate
procedures to use if an agency determines an additional
furlough is necessary

April 2, 2013 G.1. Revised | Directs readers to new Section S (Federal Employees

Health Benefits Program)

Section K | Revised | Changed title of Section K from “Injury While on

Title Furlough” to “Benefits under the Federal Employees’
Compensation Act (FECA)”

K.1. Revised | Minor edits to guidance involving workers’
compensation benefits under the FECA

K.2.-K.5. | New Department of Labor guidance on workers’
compensation benefits during an administrative furlough

Section K | New Note regarding additional information on Federal

Note workers’ compensation benefits

M.2. Revised | Directs readers to OPM’s SF-50 processing guidance in
its entirety for a fuller understanding of the requirements

S.1. New Continuation of FEHB coverage

S.2. New Ability to afford FEHB coverage

S.3. New Continuing FEHB coverage if pay is insufficient to
cover premium

S.4. New Termination of FEHB coverage for insufficient pay

S.5. New Re-enrollment following termination of FEHB coverage

S.6. New Impact of terminating FEHB coverage on 5-year
participation requirement for purposes of continuing
coverage after retirement

S.7. New Cancellation of FEHB coverage for employees
participating in premium conversion

S.8. New Options available to employees not participating in
FEHB premium conversion

S.9. New Impact of cancelling FEHB coverage

S.10. New FEHB enrollment changes
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S.11. New Government share of FEHB premiums
S.12. New Government share of FEHB premiums for part-time
employees
Section S | New Note regarding additional information on FEHB
Note Program
March 25, 2013 A3. Revised | Added language generally describing shutdown
furloughs
Q.1. New Living Quarters Allowance and Post Cost of Living
Allowance
Q.2. New Danger Pay, Post Hardship Differential, and differential
eligibility for TDY employees
Q.3. New Difficult-To-Staff Incentive Differential
Q.4. New Subsistence Expense Allowance
Q.5. New Home Service Transfer Allowance
Q.6. New Foreign Transfer Allowance
Q.7. New Separate Maintenance Allowance
R.1. Moved | VERA/VSIP guidance formerly posted as Question H.1.
of OPM’s “Supplemental Guidance for Sequestration
and Administrative Furloughs,” which was removed
from the OPM website on March 25, 2013
March 8, 2013 B.1. Revised | Factors used in determining coverage of furlough
B.6. Revised | Treatment of detailees
B.S. New Volunteering for leave without pay
H.2. Revised | Resources for Thrift Savings Plan guidance
H.3. New Resources for Thrift Savings Plan guidance
L.3. Revised | Scheduling furlough time off for employees with part-
time or uncommon tours of duty
M.10. New Providing electronic notice of a furlough action
March 5, 2013 B.5. New Treatment of detailees
B.6. New Treatment of detailees
B.7. New Treatment of detailees
E.2. Revised | Treatment of employees on approved leave without pay
E.3. Revised | Taking leave without pay under the Family and Medical
Leave Act (FMLA)
H.1. Revised | Resources for unemployment compensation guidance
O.1. Revised | Collective bargaining obligations
O.la. New Satistying collective bargaining obligations before
issuing furlough notices
February 27,2013 | P.1. New Travel expenses during a furlough
February 26, 2013 | E.4. New Accrual of annual and sick leave
G.6. New Retirement annuity benefits
February 20,2013 | D.4. New Assigning work hours outside the basic workweek
D.5. New Compensating employees who work hours outside the basic

workweek
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| D.6. | New | Earning credit hours
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UNDER SECRETARY OF DEFENSE
1100 DEFENSE PENTAGON
WASHINGTON, DC 20301-1100

MAR 5 2013

COMPTROLLER

MEMORANDUM FOR: SEE DISTRIBUTION
SUBJECT: Additional Guidance for Handling Budgetary Uncertainty in Fiscal Year 2013

The purpose of this memorandum is to provide some additional guidance fo the Deputy
Secretary of Defense’s memorandum on “Handling Budgetary Uncertainty in Fiscal Year 2013,
dated January 10, 2013, to ensure consistency in the treatment of issues across the Department of
Defense (DoD) as the reductions levied by sequestiration and a year-long continuing resolution
are implemented. All of these policies are effective immediately. '

Congressional Travel Support

The Department will enforce strictly DoD’s policies in its support of travel by congressional
delegations (CODELS) and congressional staff delegations (STAFFDELSs). It is DoD’s policy
that support for approved travel of members and employees of Congress shall be provided on an
economical basis upon request from Congress, pursuant to law or where necessary to carry qut
DoD duties and responsibilities. Organizations need to ensure that travel of members and
employees of Congress is sponsored by the DoD enly where the purpose of the travel is of
primary interest to and bears a substantial refationship to programs or activities of DoD and is not
solely for the purpose of engendering goodwill or obtaining possible future benefits. Specific
guidance is included in DoD Directive 4515.12 (DoD Support for Travel of Members and
Employees of Congress) dated January 15, 2010. Some specific policies worth highlighting
include:

» Military airlift will not be used for CODELSs if commercial airlift is reasonably available.

» Within the Continental United States (CONUS), no CODELs may use military
airlift as commercial airlift is readily available.

o Military airlift may be authorized for CODELs when in a Combatant
Commander’s theater if commercial airlift is limited or unsafe; every effort must
be made to minimize costs.

* Spouses may accompany members if there is an official function as long as they
pay their own expenses and do not increase the number or size of aircraft required.

¢ Minimum number of congressional niembers for military airlift originating in CONUS.

® No less than 5 members for large aircraft

» No less than 3 members for small aircraft

s  Tickets purchased by DoD for CODELS, STAFFDELSs, and liaison escorts.

* Must be economy class; individuals may upgrade at their own expense.

* DoD does not pay for a member’s personal staff traveling to his/her home
State/District; this includes travel, lodging, meals, or escorts.
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¢ Al] itineraries for CODELs/STAFFDELs 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 Agsistance

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

Pgrticinag'o'n in International Events

The Department should limit its participation in intemational 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 gerial 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.

(obocit 7 Hels

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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DEPUTY: SE_GRETARY oF" BEFENSE

_ #éﬁszﬂmmgéu
WAsHmaToN bE 20%01- mw»

The Honorable Nathan Deal:
Governor

State of Georgia

Atlanta, GA 30334

Dear Governor Deal:

As you are likely aware, due
deficit reduction to avoid sequs
sequqstratton order later. today ¢

- some. examples 1he:
including.cuts at Fort:Ben
ofailegstSISZuuflmn : theﬂ‘ pierati
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DEPUTY SECRETARY OF DEFENSE
1010 DEFENE§ FENTAGON
" WASHINGTON; DC 2030171010

i

MR
The Honorable Jerry Brown
Governor
State of California
Sacremento, CA 95814

Dear Governor Brown.
As youare likely aware, due to'the inability 'OE@'
deﬁclt reductmn to avoxd ﬁ'. . { "

the Federal Government, of. {
Defense (DoD).. ‘Atiother Seque
in a combined rédiiction-for Do
_ our entire budget except for nuhtary{pvqmoml
-~ Pregident to exempt:

These cuts must be fully
Fiscal Year (EY) 20
Resolution) docs tio \tead
Department's FY 201, budgé ary; !
supporting DoD and oir naﬁonal secﬁnt;y e wanté’&g
currently have &vallable about h,q :

assessmg detmled changes and wﬂl bc able to\ pro\!.’lde addlﬁ‘_:
California as we compile & morte:compleéte Jist.
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..,\

ﬁlrther Congl‘esswnal acnon, w yplac ZOUt i

tbase dodlcated cml scrvants,vwho in"h:rn w:ll : y ! Ye. -«
estimate that a- 22-WOrkday ﬁlr!ough could rmu!( i:i~.a_payrolt reducnon of abom.$420 milliony just -,
in California. L

Lastly, it should be noted that sequestration wx[l also aﬁgct Defensc cﬁnh'actors t‘md,
therefore; the industrial- basefm your Stﬂl.‘e i -

While these reduictions: munfortﬁnat_ ¢-and wilkbe damaging
everything within our power to mininize ad erseeﬁ’ectw ity nati
addition; we are.prepared work»clﬁéc: ‘withryou t
- we can. shou!d (fongms ‘.
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DEPUTY SECRETARY OF BEFENSE
1010 QEFENSE" PENTAqu
WASH;NGTON gn’ed 20301+ iOtG

The Honorable Robert Betitley
Govemor -

State of Alabamia: -
Montgomery, AL 36130 -

Dear Govemor -Beﬂ'tl’e‘y:--
As you are llkely aware, due. to the mab‘;_
g:avoid :

the Federal emm at, of whi
pefense ({3;1[)) Anothe

President to exe;xipt e

These cuts:mus&be ﬁﬂlymomm" lited

'Resoluti"on): Ei 10
DeparnnentstY_ 3 budg: Becausé st
supporting DoD and-our national: secumy waribed ﬁmfa ¢:you with th

currently have avaflal;le beut how "ﬂ#&
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' sum l,y spend lcﬁs inyour SCONOMIY. R
- estimat:e“that & 22~workday ﬁ:rlough could rcsult ina payroll ‘veduction of? abouf 3184 tmllioﬁ st L

Lastly, it should be: noted that sequestration will: also aﬂ'ect E)et'ense i and, T
therefore, the industtial base in your State. _ _
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DEPUTY SECRETARY OF DEFENSE
1010 DEFENSE PENTAGON
WASHINGTON, DC Z0301:1010

NAR 91 2013

The Honorable Robert F. McDonnelf
Governor

Commonweglth of Virginia
Richmond, VA 23219

Dear Governor McDonrnell;

As you are likely aware, due to the inability of Congress to reach a deal on balanced
deficit reduction to avoid sequestration, the President will be required by law 10 issue 2
sequestration order later today canceling approximately $85 billion in budgetary IES0Ur¢es across
the Federal Government, of which nearly $41 billion would come from the Depertment of
Defense (DoD). Another sequestration order could be issued later this month, which cotld result
in a combined reduction for DoD of as much as $44 billion — roughly @ 9 percent reduction in
our entire budget except for military personingl fiinding, whicks curdent law permitted the
President to exémpt.

These cuts must be fully accommodated during the remaining seven months-of

- Fiscal Year (FY) 2013, In-addition, the current DoD: appmpnah@n (the so-called Continuing
Resolution) does not.allocate adequate fundmg for.current gperations, which greatly addsto the
Depaﬂme'nt s FY 2013 budgetary problems. Because-your State plays an-impertant part in
supporting DoD and our nationel security, we wanted to provide you with the information we
currently have available about how these unfortunate budgetnry adjtistments impactus, and in
turn what it mieans for our installations and contractors in Virginia,

We do not yet have a complete inventory of the required cuntbacks, but I can provide
some examples: The Navy will have to cancel mininienance:on 11 ships in Norfolk. and 10 defer
four projects at Dahlgren, Oceana, and Norfotk. The Army wotld lose $146 million in base
operations funding across Virginia, including cuts at Fort Lee-and Fort Belyoir. The Air Force
would suffer a cut of about $8 million to their facilities projects at Langley Air Force Base. We
are still assessing detailed changes and will be able to provide additional information:on cutbacks
in Virginia as we comprle a mote complete list.
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N In addmon_ to! acco od
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DEPUTY. SECRETARY’ erngmnse

The Honorable John Kasich
Govemor

State of Ohio

Columbus, OH 43215

Dear Govemor Kasich:

As you are likely aware; due-to the- 1nab1hty of Congce&s to reashadealionbatanced
deficit reduction to avoid sequestrati P uired b ’
sequestration.order later today carice
the Federal Govertifiient, of which
Defense (DoD).. Attother seques
in a combined reduction for Dob: 1on ~irqughly a:
our entire budget: except foi-‘nulnary persomwl fnnﬁ:, s Which cirren
President to exempt. h

currenﬂy have avallab abaut how these uﬁfortuhate,. ] udgetary ad_justmenw impactus;a
turn what it means for our installations and contsaétors i Olio. ' Lo

unpa:d furlaugh status for. up to 22 dxsccmtmuous work
action has already had serious advetse efféctsion t
approximately 26,000 DaD civilian: employees who W
fu:ioughs, it w:ll mean roughly a 20 percem pay: cut o" ‘

that a 22—workday furlough could result m a payrqll rcductxon of aboIIt 5166 mtlhon us
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The Honorable: Rmk Scott
Govemor

State.of Florida -
Tallahassee, FL: 32399

Dear Governor :S_:dbt.t_:i'

As you axe l[ke awa::e, du_

ina combmed tedu _-_-'
our entire budget except for
President. to- m(emp_t, e

addmonal mfo:‘matlon on ctitbacks FI

e 16T -
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AnAtaitad. o " : : w;l f’ l}?“_ Iicss_in};our : .
that a 22- workday furlough could reSult ina p&yrollimdtmmn of b uf*Siﬁs ‘
. Flonda. '

therefore, the mdustnal b&e in yoilr*Staﬁe

_ Mulethescreducuonsareugfo‘?ﬁnmtean'

_coopetauon a5 We work mgethcr.to-zaﬁcommodatc i
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DEPUTY SECRETARY OF DEFENSE
1010 DEFENSBE: F‘ENTAGON
WAsHING‘rbH D 20801:1010

The Honorable Tom Corbett
Governor

Commonwealth of Pennsylvania
Hammisburg, PA 17120

Dear Governor Corbett:

As you are, llkely aware, due ‘to;:thg_ lmblhty of: Congress

the Federal Govermm:nt, of wﬁn‘.h‘n
Defense (DoD). Another: uest
in a corabined reduction for'] ' 546
our entire budget exceépt for nnhtary pe:;sonnel Fonding
President to exempt.

cuzrently have avaulable about how these S
turn what it means for our:installations.and cotiractors

We do-not yet have.a complete.inventory of the required cutbacks, but ioan
some. examples Thie. Amw_would Tose $ mﬂhon_ mIﬁSe etation finding o

$751 n‘uihon We ire- sull assessmg detalled changes andwﬂl be. able tozprouide_a@dihav £
information on cutbacks in Pennsylvania as We compilé 2 more-complete list. ~* .
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Ill deltlon,sto acOOmmO IR T

reductxons, ‘We are commi ted:

| Thank you:for. your- continuedifa
coopergtion ag'we work fogéther to'
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DEPUTY SEGREI’ARY OF&BEFENSE
" 1010 DEFENSE PENTAGON - R
WASHINGTON, DC 20301 :‘ow B

The Honorable Martin O*Msiley
Governor "
State of Maryland

Annsapolis, MD:21401

Desr -Gove’rﬂop-..O%-Mﬁlley-:*--
As you are likely aware, due to:the |
deficit reductlon to avoid sequs

Defense (DoD). Anot
inacOmbmed duc

! L Y :.\_ b ? jdjugmts
tumn what it means for our -mmuaﬁons hd coritractorgin’ ‘Maryland..

demohtldn project at Patuxentimver ‘Air Station: 18
and will be able to provide additional; mformatlonﬂn cqtbacks N
more complete list.
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Irvaddition, to: accommodate all the Glltbacks tllat Mould be un 05 -
ﬁﬂ'thet Congl'eSSIb.; i .’ ‘ i . o

these furloughs; it will mean roughlya’2 '
these dedicated civil seryants, who in’ sumably s
estimate: that & 22-workday' furlougheau]d res'v L it i payrolt e
in Maryland.

Lastly, it shiould be noted: Ihat sequestration will: also affect Pefense oonuaciogs aud,
then-efore, the industrial base in your State.
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DEPUTY SECRETARY QF DEFENSE
1010 DEFENSE F'ENTAGON
WASH!NGTON DG 20301-1O10

The Honorable Jay Inslee
Govemor

State of Washington
Olympig, WA 98504

Dear Governor Inslee:

As you are: hkely aware, due: tov the: mahﬂxty of Cdnﬁgecess 10. rcach a deal on:\balanwd :

on~ rouahlywpement reduction
our entire budget exccpt for n:uhtary personnel ﬁmdmg; whichicurrent law pefmitted:-the
Pregident to exempt.

These cuts must be: ﬁxlly accommodated digri

supporting DoD and Our natzonal secunty, we wanﬁed m ‘:zovnde yotrwx'
currently have available:about how these unfortunate'biidgetaty adjustmer i ani
turn what it means for.our installations and contractors in the State of Washmgtm DA

We do not yethave a coxa;pletemventox:y of the:fequired cuth
some exa:nples The Army would Ioserslzﬁfml

fiéilines‘giq;ec.atl?mrchx -AirFore
_ be,y:-ls_;andandademolitiu@

addltlonnl mformallon on cutbacks in- Washmgton a5 we complle amore. complete hsL

&
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DEPUTY SECRETARY OF DEFENSE: -
1010 DEFENSE PENTAGON
WASHINGTON, DC 20361:1Q10

The Honorable Rick Perry
Governor

State of Texas

Austin, TX78700. T

Dear Govetnor Perry:

As you are likely aware, due to the:
deficit reduction to: a\roid_sequestratx o, the B
sequestration order lnie_r_toda T

_Defehsc (DoD) Another sequ_ stration:
in a.combined: reductionfor DoD.of as;mucli’ a8 46 55111 o1

our-entire budgete(.. ept forn ‘ i
Président to exempt, -

supporting DoD and ournational Cilf
curmntly have avmlable about how _

Randolph, and Sheppard Air Force Baseg “Tho Nas
procurement of the Joint Strike Fightar. We ate:still-asse '
to provide additional mfonnanon on cutbacks in‘Texas as: ﬁ’é‘wmpﬂe a morﬂom‘
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further Congressiondl action; we
unpaid furfough status:forupto’ 22
action hes:already had serious
approxitiately 52,000 DoD. ¢
furloughs, it wilt mean roughl
dedicated civil servants, who in:trm mably:sp
that a 22-workday: furlough could result in'a payroll s
Texas, _

| L-'we can. sn:;nid Cangtess taka
- redugtions, we are cornimitied to
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Memorandum of Understanding
Between
The Defense Contract Management Agency
And
The American Federation of Government Employees, Council 170

Process Covering Potential for Administrative Furlough for FY 2013

On 20 February 2013 DoD notified Congress of the potential for an administrative furiough for
up to 22 workdays in FY13. DoD also notified the National Unions {those with national
consultation rights) on 20 February 2013,

The legal maximum for an administrative furfo_u__g‘h {without using Reduction In Force
procedures) is 22 discontinuous days (176 hours}.

Any decision to hold a furlough will come from the Office of the Secretary of Defense, on or
after 1 March 2013, depending on sequestration events, The provisions in this Memorandum of
Understanding are the results of coflaboration between DCMA HQ and AFGE Council 170 and
will be applied agency-wide without further negotiation below the level of recognition (DCMA
HQ and AFGE Council 170). Negotiations below the level of recognition (DCMA HQ and AFGE
Council 170} are not authorized. Provisions contained in this plan may be subject to further
collaboration depending on actual DoD furlough guidance.

DCMA will follow parameters established by DoD:

e Conduct furlough equitably a¢ross DoD
= General rule is that full-time employees will be furioughed 16 hours per pay period
across 11 pay periods (176 total furlough hours starting 25 Aprit 2013). There are 11 pay
periods between 25 April 2013 -and 27 September 2013.
s Exceptions:
o Employees deployed in a combat zone
o Foreign Nationals
» Involve unions in the Pre-Décisional Involverrient {PD!) and Imipact and Implementation
{1&]) process
« Part-time employees will be furloughed on.a pro-rata basis based.on average number of
hours worked per pay period (e.g. 20 hours/week — 88 hours furlough; 32 hour/week —
132 hours furfough}

March 1, 2013

167



DCMA Administrative Record for FY 2013 Furlough Appeals

Temporary employees, term employees and re-employed annuitants may be released or
included in the furlough

Premium pay may not be used to offset effects of a furlough {overtime, compensatory
time}

Additional DCMA established parameters:

Minimize adverse impact to-mission

Ensure continuity of operations

The only divilian exceptions will be for individuals deployed for CCAS and Locally
Engaged Staff in DCMA Internationgl

To the extent practical, consider employee preferences in all furlough scheduling
decisions.

Scheduling:

Full-time employees furloughed 16 hours per pay period for 11 pay periods beginning 25
April 2013 {part-time employees pro-rated based on average hours worked per pay
period).

The proposed furfough notice to be given to employees at least 30 days prior to the
furlough start date will include a suspense date by which employees should provide
their st.l"per\fi'sors with their proposed furlough schedule for 16 hours per pay period
beginning 25 April 2013 and ending 21 September 2013,

To the extent possible, furlough will be scheduled in full 8 hour days instead of
scheduling multiple hours across several days during the same week.

Supervisors will work with employees to set furlough schedules based on mission
requirements and employee considerations.

The first consideration of supervisors in making decisions about employee proposed
furlough.days muist be miission requirements. Supervisors will then cansider employee
financial implications (i.€. vacation arfangements already purchased or other financial
penalties); previously approved leave; child-care; elder-care; and transportation
arrangements/costs or other employee hardships. if a supervisor must decide between
multiple reguests for the same furlough day and none of the above considerations
apply, then the service computation date for leave {SCD leave) will be:used to determine
the most senior person for-approval.

Proposed furlough days will be submitted and approved using the same process
currently used for the request and approval of work schedules.

To the extent possible, employees will be furloughed 16 hours per pay period but hours
in a week or pay period may be -modlified to accommodate specific situations. Extended

March 2, 2013
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TDY or training may occur that will require furlough days to be taken on an alternate
furlough schedule. For example, an employee attends a 2 week training course $o is not
furioughed that pay period. The 16 hours of furiough “missed” will be redistributed
immediately before and/or after the training.

» Furlough hours may not be “grouped” at the beginning of the furfough period or
“postponed” untif the end of the furlough period, e.g. an employee may not take the
total 176 hours at the end of April/beginning of May or at the end of August/beginning
of September.

» Supervisors must consider the impact of furlough on current work schedules and
telework arrangements. Work schedules and telework arrangements may need to he
modified to ensure maximum effictency of operations (changes will be made in
accordance with CBA procedures).

» Furlough proposal notices given to employees will include a statement that telework
arrangements and work scheduies may be impacted.

» Organizations will consider mission impact to determine if certain furlough days/hours
will be required {e.g. contractor plant is closed every other Friday so all employees will
be furloughed for a full day every other Friday while the remainder of the 16 hours will
be scheduled the following week).

» The effects of furlough cannot be offset with contractors, military personnel or premium
pay.

Furlough Notices:

e Notice Requirements:
o Notice in writing with a 30-day notice period
o 7 calendar day reply period
o Right to representation in making a reply
o Written decision
o Notice of right to grieve under the negotiated grievance procedure OR appeal to
the MSPB
» Proposal notices will be issued to empioyees on or about 18 March 2013, providing a 7
calendar day reply period.
» Decision notices will be issued to employees not later than 24 April 2013.

Work Force Communication:

* HC Messengers
*» DCMA Furlough Website ~ deploy 1 March 2013
o OPM Guidance:

March 1, 2013
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o FAQs
6 Furlough e-mail in-box link for emplayee questions:
o DCMA developed: guidance
® Information about how best to mitigate impact of financial decisions on
security clearance
o EAP information about assistance available
» Periodic Director/Deputy Director updates via multi-media broadcast or On-point
Memorandums

Furlough Documentation:

» After completion of furiough one SFS0 will be prepared for each employee specifying
beginning and ending dates.of furlough and total number of hours furloughed.
» SF-50s will be available to employees in eOPF after they are processed.

/Q;VQ«MM PO

/o’r the Agency
James Russell, Deputy Director

March 1, 2013
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Federal Register/ Vol, 78, No. 44/Wednesday, March 8, 2013 /Presidential Documents 14633

IFR Doc. 2013-05367
FHed 4-5-14; 11:16 am]
Billlng code 32085-F3

Presidential Documents

Order of March 1, 2013

Sequestration Order for Fiscal Year 2013 Pursuant to 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 America, and in accordance with section 251A of the Balanced
Budgst and Emergency Deficit Control Act, as amended (the “Act”), 2 U.S.C.
901s, 1 hereby order that budgetary resources in each non-exempt budgst
account be reduced by the amount calculsted by the Office of Managsment
and Budget in its report to the Congrass of March 1, 2013.

Pursuant to sections- 250(c)(8), 2514, and 255(e) of the Act, budgstary re-
sources subject to sequestration shall be new budget authority, unobligated
balances of defense function accounts carried over from prior fiscal years,
direct spanding authority, and ohligation limitations.

All sequestrations shall bs made in strict sccordence with the requiremsants
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, '

THE WHITE HOUSE,
Washington, March 1, 2013.
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EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE OF MANAGEMENT AND BUDGET
WABHRNGTON, D,C, 20803

March 1, 2013

M-13-06

MEMORANDUM FOR THE HEAE)OF EXECUTIVE DEPARTMENTS AND AGENCIES

FROM: Jeffroy D. Zien
Deputy Directotf forjManagement

SUBJECT: Issuance of the Sequestration Order Pursuant To Section 251A of the Balanced
Budget and Emergency Deficit Control Act of 1983, as Amended

This memorandum is to inform executive departments and agencies (agencies) that the
President has issued a sequestration order (order) in accordence with section 251A of the
Balanced Budget and Emergency Deficit Control Act, as emended (BBEDCA), 2 U.S.C. 901a,
The order requires that budgetary resources in each non-exempt budget account be reduced by
the amount calculated by the Office of Manapgement and Budget (OMB) in its report to Congress

of March 1, 2013, entitled OMB Report to the Congress on the Joint Commiittee Sequestration
Jor Fiscal Year 2013 (sequestration report).

Due to the failure of the Joint Select Committec on Deficit Reduction, the President was
required by [aw 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 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.

Agencies shall apply the same percentage reduction to ell 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 Memotrandum 13-05, Agency Responsibilities for Implementation of
Potential Joint Committee Sequestration.
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http://www.defense.gov/transcripts/transcript.aspx ?transcriptid=5196

U.8, Degastment of Defanse
Office of the Aast ¥ of Deh

¥ News Transcript

{Public Aftairs)

Miia corsscs; +1 (703) 097-S131BHF SIS

Pressnter: Secretary of Dofensa Chuck Hagel and Deputy Sacrgtary of Dafense Ashton B, Carter March ™, 2013

DOD Press Brisfing on Sequestration from the Pentagon

SECRETARY OF DEFENSE CHUCK HAGEL: Depuly Secretary Carter and [ wanted to take a faw minwteos this effamoon to i.alke litthe kit about
and what was announced today. Manrofwusawmapwddem afew hours age. And ' make a statemeant, mdmanmeuepn.nysemarvmd

saquestration
1 will eniertain questions. So, thank you for coming.

Ijuslspentarlhow.actualyandhmmﬂ-a#ml‘l,Mmmamcmerstataﬂ(aboutthisbuuaandhotalkabommnsemances, and haw we will
contie to adjust t& the realities that face our country and face thia institution.

In particular, Fd lie to Bdress the uncertainty thal sequestration is causing, fand] will continua to cause this department. But at the outaet of my
ramarks, (el ma make i clear that this uncertainty puls at fsk our ability to effectively il all of our missions, Leadership in the Pentapon, ail of ua, heve two
salfous concems; first, the abrupt and arbiirary cuts imposed by sequester; and second, the fack of budget managemsot flexibility that we now face under the

curment continuing resolution.

Ovarlhepasltwomonths,uoohasbemnbmmaaﬂadsmmnsequmnfmmw nams!srmnm.nes. weo will be forged to
a8sume more fisk, with steps that will progressively heve far-reaching effocts,

Lg(memghligmscoc.pleotmmam wearaialdngasaresuuowmhudgatoonstrahs. The Navy will gredually stand down &l Jeast four wings.
Tha first wing will sland down in April.

Effective immediately, Air Force flying houre will be cut back. This will have a mejor impact on training and readiness,
4ing nearly B0 parcent of Ammy opecatione units.

Tt oy Lt .

The Army will curlgil training for all units axcapt trase deploying to Afgh ) y

Later this month, we Intend {0 Jmapraimmmhﬁmﬂonslolhousandsofwhampbyasswho will ba krloughed. Thege stepa come on igp of
those the embeganmJanuarytosFa«spmdmghwewofmiaunoenam ﬂmammmmdmhmmdmﬂasmhmmm

kiring froezes; begmnlngmlayurf!&nporaryandtennemploybeasharplymungbadcfactltiesmalmanmand"' W feviaws lo dolay ¢

If sequester continues and the continuing resoiution is axtendad In its currant form, other damaging effacts will become spparent. Our number dne
concarm is our pecpia, militery and civiiian, the mEllons of men and wemen of this department who work very hard every day 1o ensure America's security.

1 knaw that thesa budgat cuts will cause pain, pa-wl.lla'lyamongaurdwuen workforce and thelr famiies. 'm also concerned, as we ali &, aboutthe
impact on readiness thel these cuts will have across our farce,

For thesa reasons, the depariment's senior leadership and I will continue 1o work with the administration and Congresa ta balp resolve this
uncertainty. Spacifically, wa nesd a balanced deficit reduction plan that lasds 1o an end o sequestration. And wa naed Congress to pass approprirtions bills
for DOD and all federal agencies.

Wa will naed to meke hard cholcas. And | will do evendhing within my power to see that America uphisids its commitment to our allias and sur
pariness and, most importantly, to our servica mernbers and their familias.

y budget crisis makes that job much

Today, Nnent-ahaslhebestﬁgm-agfnrcenmewidcapablaufwspnndhgtomy hallenge. This L

hardar. BMWMIIMMInueluanmAmaﬂeegsemly

tll iake & couple of questions, and then Il ask Ash for his Taaponses.
{CROSSTALK)

Q; Mr. Secretary, thank you.

You, having !aid out 8 aumber of consaquences there, you — the Janguags you used was not as dramalic 83 been used by cthars in this buikding in
recant months of talking abou! "catastraphic™ and "disasirous” resutts if sequesiration happevied.

Ara you of the view that this is nol a situaticn which the LS. will be reduced {o a sacond-rate miltary power?
And may | ask a question alac on Syrie; What's your view Ebout whethar he LS. ought to be dokwg mare mifitardly {o help tha rebals?

SEC. HAGEL: Wall, Bob, your first question, America, as | conclyded in my remarks, has he best fighting force, the most capable fighting force, the
mast powerful fighting forca in the world, The management of this institution, starting wilh the Jaini Chiefs, are not ponna allow thia — this capseity to sroge.
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_ We wil manage these issues. Thase are adiustments. Wa anticipatsd these kinds of raalities. And we will do what we need te do ta assure the
capabilities of — of aur forces.

On Syria, | think it's clear what our poficy ~ the administration's poilcy is on Synia non- iethal assistance. Secrolary of State Kemy has recently
commented, as you know, foliewing his trip around the world. And [ Ihink the poficy that the Uniled States has is the corrad! policy.

Q: Sequestralion has been described as a slope not a cliff. $0 in your apinlon, how long can sequestration go on before there is real damege to the
defense of ihe United $tates?

~ SEC. HAGEL: We arg adjusting for Ihe realities ot just of what happened today, but, 88 I noled in my remarks, we have a conlinuing resolution that
expires on March 27th that's an additional complication.

| have confidenca in the — the president and the Congress that decisions, consansus, to — &t some peint to avert remendous damages 10 this — this
institution. .

‘This is the security of the United States of America we're talking abowt. That s the highsst order of any govermnment, any leadar. And wa wil — we will
do what is necesasary, whal it takes {0 assure thal sacurily, as | nolicad befora and mentionad in my -- in my commenls.

O M, Secratary, your predecessor and many other senior leaders of the depaniment have expressad concem tha! the budget uncertaintias with
saquestalion and the C.R. ane going o provent the depariment from implamanting the defense stralegy that lha Obama edministration wiveiled last year.

Do you share thal view? And, if 50, when do you think you need {o start modifying the stralegy?

SEC. HAGEL: Well, a5 [ said, first, adjustmants are being made, and we'va anticipated the required adjustments 1o our budget to assure the
capabiliities and readiness of our — of our forges,

As to tha issue of he President's strategic gf.ridanoe. thet is the policy. In my oplnion, I think our leadership's opinion, it's the comredt policy.
We have been implomenting that sirategic guidance aver the last year. We will continue to implement that — thal policy.
Q. (inaudible), Swiss Teleyision.

Given your rola inside NATO, what is going 1o happen to NATO? And ara you in contact of will yeu ba in contact with the allies and the secmiary
general to axplain the situstion?

SEC. HAGEL: Wall, we have besn in touch with our NATQ allies. We, as you knaw, are in conatan] communication with our NATQ allies. | think that
thay arg not unmindful and not unaware of this issue that wo are currently engaged in.

Qur NATO allies have difficulties as well, wilk: their econamic issuas. And tha fact is NATO represents probably the most sucoessful collective security
ralatianship in the history of man.

That relationship remains strong; will continue to remain strong: must nermain strong.

Q: Mr, Secratary, just to darify someéthing you said earlier, when you said tha will be had o avert b dous damaga tathe
instiufion, are you saying you think there'll ba some sort of an agr | made on seq jon or...
SEG, HAGEL: | said —1 said | hopad that and | have confidence thal we will And that's the only way thal we'ra going to

get oul of it. This is @ partnarghip. This is a — this is & republic, and il is the execulive and the mressional branches working together to find & way out.
If you listen to our leadars, all are saying the seme thing. Wa need fo find a way to rasolve Lhe issue. And that — that's the only way out,

. {CROSSTALK)

SEC. HAGEL: I'm going {o leave. This gentlaman, who soma of you may know, are not urifamiiar, Ash Carlar, who, as you know {5 our deputy
zecretary and has had & very significant role, B leadarship role, on this partictlar issue as well as others.

And | might say, as [ ask him to come 1o the pogium, | appreciate very much his laadarship and his focus on what nat only has been going on hera,
but his yaars of servica to this inslitution, And it's — if'a a benefit to our country, and it's a benefit 10 this insiitution, especially at a difficult time ke this.

8o t don't want to say anylhing mare about him, glher than that.

Ash, thank you.

1: A couple questions. Can you fiash oul over tha nexd couple weeks whal praclical impacts we will — the Pentagon and ils forces will sse from
sequasiration, varsus thrae or four months now, but over the next twg waeks what will we sea?

DEPUTY SECRETARY OF DEFENSE ASHTON B. CARTER: Lat me starl with the Army. You'll see the Army beghnning to curlgll iraining at, for
example, he National Training Canter. if we go to the Alr Force now, you'll sas the Air Force beginning ta curb flying hours, And that means ihat the muclesr-
capable Air Force, thet part of the Air Forca that ia participating in oparations in Afghanistan, wa will protect them, and that mesns that the cuts caused by
sequestration, alzo the continuing resalution, will fall more heavily on other parts of the combal Air Force. They'l need to cease training, which means they
wcnlbereadyforolherwnﬂlds which is a setious impact.

You've already sean the Navy begin to meke aciuslrnants ir lerms of how many ships &re at saa. And you will see each of our program managers —
ramember, sequasier affects each of 2,500 individua! investment programs individually. And so we're working with our induslry parinars on each of those, and
you'll them begin {o meke eciustmenw, for axample, in the number of weapona systems in a given category that are being purchased. So a different kind of
arrangement — fewer waapons systems in a confrec! that wa aniicipated were gaing to be putin a conlract

That's the kind of thing you'll see. And &5 the secratary indicated and as the presldeni indicated eardier taday, this pregreasively builds over — over
coming months and constitubes a senious problem, part)  in the readi a

Q: And one follow-up. Don't the services have flexibility within their individua! — their Q&M accounts to protect tha opsrations -- the operating forces
account that actually bankrolls iralning?

OR. CARTER: Thay do have soma flexibiity aven under sequestration with O8M accounts. They arg using that flexibilily. They're using that flaxibility
1o prolect oparations in Afghanistan. Sowe are nol curbing or withhelding in any way training from units 1hat are going o Afghanistan. What thal means,
though, is that the burden falls more heavily upon the rest of the Air Force.

A lot of peopla ask why does 20 much happen so fast. And you begin {0 see s0me of the reason for that. You have 1he combination of sequester and
tha continuing resciution. You have Lhe fact that we're trying to protect the war in Afghanistan. You have the fact that only half of the fiscal year is keft.

http://www.defense.gov/transcripts/transcript.aspx?transeriptid=5196 8/1442013
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And 50 whal remans even hthosaO&Maomunis even after that we mave everything arcund ~ and — and what Secretary Hagal just said ls we're
evwmmanWmiowwnaﬂmlummymdmbﬁnMGmage But the caality |3, even after you'va done alf of that, even in the OEM
acwunbs which are tha largast, you stif don't have enough manay lefi to do the training that underties readiness. And that's wity tha readiness crisia that the

chiefs refered fo i3 very real. it builds a3 tha year goes along.

43 (haudibla}, thank you, sir,

You talked about the programs that you're cooeemed Sbout. Now, whid:panpleamyou most cancarrved about today, now Lhat the sequester ia
official? Are there any immadiate impacts on parscanel and their families (inaudible)?

DR. CARTER: 1 — ! think tha impa<is ara imgnadiata in aff three of the poputations that we depend on for national defense, First, for tha troops
themsavas, of course, 1he presidant has exmptadﬂnpayformiﬂmpwormlm sequester — the right decision,

Hewaver, our military parsonned will still faa! things immediately, For example, if you planned to fly or (o train in the nex! faw months, that's thei duty.
“That's their profesaion. That'a their responsibility to owr national security, They're not going 1o be able lo da that. 11197’# feal that immediately,

Second, u.rmuﬁanwodu‘nroe Ag you krow, our civilian workforce la abaut 800,000 atrong, Those pacple, Lo, are dedicated to ihe defense mission
They liva alt over the country, which | remind you, 86 percant of tham live complataly outside the Washinglon area; 88 percant. Farty-fotrpemantofﬂmmafe
vetermSomey'radedmtadtomemisshn mmaumayeargoeson many of them will ba subjact to furlough,

Thlrd.andﬁ'lany.thacwﬂrachnrwurldmihaidependsonus,andwahmedapendonmm‘We—wudorﬂmakesnwmahmhmaPmtagon.
So we dapend upon the industrial basa 1o make our weapons systems, which, second only to our pecple, what make us, as the Secretary Hagel 3ald, the
groatesi mititary jn the worid, .

Many'ofmamwiltbaeffedadverycﬁradrybymh_,becwnwaﬂbeamhgbad;mcMMorspénd.

Remember, wo have la find $46 billion - $48 bilion -- batween now and the end of the year, And ~ and the civilian and military workforca, per se, will
ondy pravida of thasa savings — aven if we do drastic hings thene — a few billion doilars, The rest of that will affect the caontraciors.

So all twee of those populations upon whom wa depend, the effects will ba serious and immediate.

Q: The = in your view, how many of thesa Initlal cuia will heve lesting effects that wil trickle on and be felt In tha yesr ahead?

DR. CARTER: That's a good question.

0: Wil raadiness — or i it's not immediats, how soen unt? the cuts thad will inpect readiness far yoars to come?

[R. CARTER: II's & good quastian. Onica again, i this 83 in every other ares, we'ts doing everything we can to minkmize lasting damage. Bul you
can'taliminate it. Lel me give you two axamples right away,

. Whenyoumn‘tal‘fordwheginwsduaulwmaMmdashb#ndymdaferanhtm.what&mtmm—aushlpyanﬂshavaheir—meir
planned maintenance plarmed out heal — heal ta tog through many years, And a0 once you'va crested a gap this year the! gap propegates into the future.

Ancther axample. | — | explained that tha Alr Foros wasnit going to be abla 1o &fford io have many of the pilols irt combat sitcraft — Al Faroe train in

1hehtlarpa|1ufl'.heysar‘Well.Kyoudopirah-hgfwamileandyw'reambﬂplld,ﬂunynddbummﬂngﬂmnmwlﬂyatall Because wa
can'l aifow you to fly if you can't iy safoly, Soyounotoruymtﬂysafery.rouobvmweamﬂypmﬁdewyifmcammnﬂv aafely.

Then you have 1o go back fo the Jong building back process of getting your readiness back.

S0 this i not somathing that, evan if it's temporary — andmuamlafyaxplarnedthalaveqbodyhopeamaih — irr some way both saquester and the
problems or experiences (insudibla) associsied with 8 contining resofution will be r gh fegislalion and a — ala:gebudgetdaaldmakhd

But @ven werg that to o¢tur some months from now, thare would be lasting damage from thia. IY's very sarious.

Q: {inaudible), ABC News.

1 &l of the cula that you 220 potentially coming daw the pipeline, what g'ves ihe Pantagon tha greatest pause?

And can you taHus at midnight foday what are the specific threats to the Pentagon that you feel — the cuts that you could be mlnu immedistely right
&t midnight tordght?

) DR. CARTER: ‘The - right at midnight tonight and Ihen duilding, as | said, through the days and waeks and manths inle the fulure, we will begin
curblng fraining for units.

SaIetma]usllal«aIhmexamplemdsorlnfp!ayﬂmlou.\Mmtdoashmmeanfornah‘onalsemy?“hahtmemsmthatasme a3 the yoar goes
on, apart from Afghanistan, apart from ruclear delemenca through two missions we are sirictly , the raadinesa af the other units to respond to other
conltingancias will gredually decline. Thai's not aafe, And that wa'ra trying 1e minimize that In every way we possibly ean.

But reduced roadiness Is 8 serigus matter, Aa — a3 the chiefa have emphasized and as the Secretary emphasized.

& rna\idible}doywhaveany-do you have any concemns that the lack of any clear impact on national security, short of something obvious and
tangible, wilf make pacpla think the Pentagon can simply absork these cula?

And (inaudibla} & lot of ihese thinga are kind of down the road. They're — you know, mogjr:-:hey‘re-‘paoplewiﬂbslsssmady, they'tl be lass
capabla. But d might not ba something obvicus. Doas thal concemn you that it migi not be tangible enough to raally ecurd alarms with the American pubfc?

DR. CARTER: Wel, wahavebesnlrylngnwformmwﬂhswmdlhealarmaboulsequesmum Wa're describing o you in &N the detail thal we
canhawaachandwerprofMemerpnsamllbe Meclad by --the p . the weapons programs, readinass,

Wa're not going o take actions that are unnacessary just to do something, to use your word, “obvious.” Eut all this iz going to be abundantly obvious,
staring tomomow and building through ihe year. And I think psople when thay — those who do Rot appreciate how serious this is, as the yesr goes o0, it wil
be unmisiekable. This i3 not sublie. This is an abrupt, ssnious curbing of activity in each and evary one of cur key categorias of activily in the Department of

Defense. Ji's not subtle,
{CROSSTALI)

Q: Thank you very much,

http://www.defense.gov/transcripts/transcript.aspx ?transcriptid=5196 8/14H013
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There's a contrarian narralive out there. Iim sure you've heard il. Id {inaudible) to hear your response. It says the war in Iraq Is aver. The winding
down in Afghanistan; Al Qaeda cantral is diminished; we're not in a nuclear slandoff with Russia; China's a compatitor, nol an enemy.

So even if we slipuiate sequesier is 8 clumsy 100), why cant and why shouldn't this depariment be forced ta operats on less after 10 years of so much

money coming your way?

DR. CARTER: Wll, first of all,

heEInning back & year ago, the department embariied on $487 oifion in defanse cuts, axactly in sccordance with whal

you just said. That in fact built upen $300 billon or so thal Sacretary Gates had begun back in the so-called "efficigncy Initiztive * So we understand that as
the wars iniraq and Afghanistan wind down, lhat our ovarail budgat authorily will go down and Lhat will make a contribition {0 — to defici! reduction. The — but
sequesiration is a different matler, It is arbilrary. It is abrupt. And o lop of saquestration, we have a corlinuing resokulion in force which creates its own set of

problems, | wor't go into, but in some categorias are just as serious,

So, the net of this is, as | dascribed, something thal is abrupt. It's delelarious. It's a very real datriment to dafense, We should only get the money that
wa dosarve and that the nation needs. We understand that, and that is tha principle upon which buill the new strategy last year. And thal's right, and tha

“secrelary alluded o that,

Thig country’s tuming a stratepic comer, and that's the broader pabnd, | think, that you're — you'ra making, Tom. We're coming out of the era of Iraq
and Afghanistan, We're rying to address tha nalional securily problems lhat are going to defing this country’s futuro and this worid's future. And we're:

prepared to do that,

And we alse undersiand that wa're going 1o have less resources than we did in that las! decade. All of that is undarstond, This is a giferant matter,

This is semathing that is not managerially of, from a naticnal security point of view, prudent.
Q; Mr. Secralary, you menlisned befare how |he chvilian workforce has a mission with the department also,
DR, CARTEF: 'm sory ~the,,,
Q: The clvillan worldorca has a miasion,

DR. CARTER: Yes, indeed.

€ And feals they have the mission. Whal do you say lo 8 GS-5 or semebody contempleting a caraar — a civilian career with the military (inaddibla),

Do you still think it's a good idea, given the uncartsinty that this causes? )

DR. CARTER: Well, | mean, we'ra realistic. We — our civillans who make important contributions to defanse, otherwise they wouidn't he part of the

defensé establishment. As | explained, 44 parcent of them are veterans. They do real things that are really mportent to us.

And they've had their pay frozen for years, Now, they're subject to furicugh. And ag [alk to - and you say, “why would anybody join our ranks under
those cincumetances.” And the reason is -- the regson you'd want il to ba, they join with us, and | opa thay'll slick with us, bacause of mission, because

they'ra committed to what we do, which is defend the country and help to make a batlar world.
That's why thay do it.
(CROSSTALK)
DR. CARTER: Thank you all very much.

Q: Thank you,

P ponterrony version 12 Enyil A Cooy

Additional Links

http://www.defense.gov/transcripts/transcript.aspx ?transcriptid=5196

8/14A0H 3



DCMA Administrative Record for FY 2013 Furlough Appeals

TABLE OF CONTENTS
Part 3
Location | Agency Date Document Source
(tab) File Part

24 Part 3 of 5 | 2/27/2013 | EO President, Agency Responsibilities For Agency
Implementation of Potential Joint Committee
Sequestration

25 2/21/2013 | OASD, “Total Force Management and Budgetary Agency
Uncertainty”

26 2/20/2013 | SDEF Preparation for Potential Sequestration Agency
Agency On March 1 and Furlough Notifications

27 1/14/2013 | OMB Memo, “Planning for Uncertainty with Agency
Respect to Fiscal Year 2013 Budgetary Resources”

28 1/10/2013 | DSD, “Handling Budgetary Uncertainty in FY Agency
2013”

29 1/2/2013 “American Taxpayer Relief Act of 2012” Agency

30 12/20/2012 | SECDEF “Implications of Ongoing Fiscal Cliff Agency
Negotiations”

31 9/25/2012 | Guidance on FY 2013 Joint Committee Agency
Sequestration

32 7/31/2012 | Issues Raised by Potential Sequestration Pursuant to | Agency
Section 251A of the Balanced Budget and
Emergency Deficit Control Act of 1985

33 6/3/2012 DSD “Guidance for Limitations on Aggregate Agency
Amount Available for Contracted Services”

34 3/2/2012 USD “Guidance Related to the Utilization of Agency
Agency Military Manpower to Perform Certain
Functions”

35 3/1/2012 Organization Chart of the DOD SECDEF Agency
36 12/1/2011 | USD, “Prohibition on converting Certain Functions | Agency
to Contract Performance”

37 8/2/2011 “Budget Control Act of 2011~ Agency
38 4/12/2010 | DODI “Policy and Procedures for Determining Agency

Workforce Mix”’




DCMA Administrative Record for FY 2013 Furlough Appeals

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
- WAAHINGYON, D C. 20503

February 27,2013

M-13-05

MEMORANDUM FOR THE HEADS OF

FROM:  Danny Werfel% '
Controller

SUBJECT:  Agency Responsibilities for Implementation of Potential Joint Comumittee
Sequestration

CUTIVE DEPARTMENTS AND AGENCIES

Uniess Congress acts to amend curvent law, the President is required to isgue a
sequestration order on March 1, 2013, canceling $85 billion in budgetary resources across the
Federa! Government. Because these ciits muist be achieved over the remaining seven months of
the fiscal year, the Office of Management aiid Budget (OMBY) 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 pnontles

The Presnient has been clear that sequestration is bad policy that was never intended to
be implemented, and the Administration remains hopeful that Cangress will act to avoid it
through an agreement on balanced deficit reduction. However, because legislation may not be
enacted to avoid sequestration before thie current deadline of Nia:ch 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
sequestranon, 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 fo Fiscal Year 2013
Budgerary Resources, direoted agencies to begin planning activities to operate with reduced
budgetary resources in the event that sequestration cocurs. 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 actiong 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
whioh they plan to change the payment amount. Similearly, agencies should identify the number
of employees who will be furloughed, the length of expected finloughs, 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, tribel 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 agenoy and by stekeholder, 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
sequestmtlon :

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 1o have pre-decisional involvement in these matters to the fillest extent
practicable and permitied under the law. In particular, in instances where agencies are
considering potentiel furlonghs, agenciés have a duty to notify their exclusive representatives
and, upon request, bargein over any negotiable impact and implementation proposals the union
may submit, unless the matter of firloughs 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 Govermnment’s large acquisition footprint, sequestration will inevitably affect
agency contracting activities and require agencies to reduce contracting costs where appropriate.
As with al] actions taken as a result of sequeslmtion, agencies should ensure that any contract

actions are both cost-cffective and minimize negative impact on the agency s mission to the
extent practicabie.

Program, acquisition, financial/budget management, information technology, end legal
personnel should work together to make determinations regarding contracts in light of
sequesiration, 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 algo consider de-gcoping or
terminating for convenience contracts thaf are no longer affordable within the funds available for
Figoal Year 2013, should no other options exist to reduce confracting costs in these instances,
Should such steps be necessary, agencies must evaluate the associated costs and benefits of such
actions, and appropsiately Infort and negotiate with contractors. Finally, agencies should take

all appropriate steps to minimize to the extent practicable the iapact on small businesses of
reduced contracting activities.

Financial Assistance

Given the widespread use of grénts loans and qther Federal financial assistance to non-
federal entities (e.g., State, local and tribel govemments, non-profit organizations, and
companies), sequestration will impact the funding of thege sctivities,

As g general maiter, agencies should ensure that any new finanojal assistence obligations
or fundm.g increases under existing agreements are consisterd with the need to prowct the
agency’s mission at the post-sequestration lavel, In light of sequestration, agencies may also
conaider delaying awarding of new financial assistance obligations, reducing levels of continued
funding, and renegotiating or reducing the cugrent scope of assistance. Agencies may be forced
1o reduce the lovel of assistance provided through formula funds or block grants. Should any
such steps be necessary, agencles 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 finding reductions, agency heads must
also ensure that their agencies have risk menagement siraiegies and internal controls in place that
provide heightened scrutiny of certain types of activities funded from sequestered accoynts, To
the extent these accounts remasin at the post-sequesiration fimding level, increased scrutiny
shou.ld apply to:

* hiring new personnell
s issuing discretionary monetary awards to employees, which should occur only if legally
requu'ed until further notice; and

» jingurring obligations for new training, conferences, and travel (mcludmg agency-peid
travel for non-agency personnel).

In light of the reduced budgetary resources available due to sequestration, expending

~ funds on these activities at thig 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 ensnre that these activities are conducted only

1 Agencles must also ensure that appropriate controls are {n 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 US.C. 2461 and 41 U.5.C. 1710 on the converslon of functions from performance by Federal
employees to performance by contractors.
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1o the extent they are the most cost-effective way to maintain critical agency mission operations
under sequestration. ‘ :

Plerse contact your OMB Resource Management Office (RMO) if you have any
questions about or need essistance with this guidance.
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OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE
4000 DEFENSE PENTAGON
WASHINGTON, D.C. mw-mo

READINESS AND
FORCE MANAGEMENT

MEMORANDUM FOR: SEE DISTRIBUTION - - FEB 21 20m
SUBJECT: Total Force Management and Budgetary Unicertainty

Reference: (a) Deputy Secretary of Defense Memorandum, “Handling Budget Uncettainty in Fiscal
- Year 20137, 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

(c) Deputy Secretary of Defense Memorandum, “Guidarce for Limitation on Aggregate

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

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

(€) DoD Instruction 1100.22, “Guidance for Determiining ‘Workdorce Mix”, dated 12
April 2010

This memorandum provides guitdance 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 ctvilian workforce that is aligned to mission and worklead;
complements and delivers support to the military; supports the well-being of the Warﬁghters and their
families; and recognizes evolving critical déemands while guarding against an erosion of organic skills
and an overreliance on confracted 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 (a) - including the
implementation of civilian hiring freezes, the release of term or temporary civilian employees, and -
other personnel related actions — they must he mindful of the Department’s obligations ta manage the
Total Force consistent with Title 10 statutory requirements and referénces (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 Act 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). DoD
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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 (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 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 recruitnient, 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 maximurmn 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.

—_
T/
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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CHAIRMAN OF THE JOINT CHIEFS OF STAFE
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COMMANDERS OF THE COMBATANT COMMANDS
DIRECTOR, COST ASSESSMENT AND PROGRAM EVALUATION
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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)

—t

ik

No

o o0

11.
12.
13.
14.

15.

The direct conduct of criminal investigation.

The confrol of prosecutions and performance of adjudicatory functions (other than those
relating to arbitration or other methods of alterative 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.

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

The determination of budget policy, guidance, and strategy.

The determination of Federal program priorities or budget requests.

. The selection or non-selection of individuals for Federal Government employment,

including the interviewing of individuals for employment.

The direction and control of Federal employees.

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

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

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).

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.
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Enclosure 1

16. The selection of grant and cooperative agreement recipients including: (a) approval of

17.

18.

19.
20.

21.
22.
23.

24,

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)

(a) Except as provided in suhsection (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 mherently 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 reorgamzanon

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 legisiative

~ 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.

5. 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.

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

FEB 20 2013
MEMORANDUM FOR DEPARTMENT OF DEFENSE CIVILIAN EMPLOYEES .

_ SUBJECT: Preparations for Potential Sequestration on March | and Furlough Notifications

For more than a year and a half, the President, the Joint Chiefs of Staff, and I have
repeatedly voiced our deep concerns over the half a triltion dollars in automatio across-the-board

cuts that would be imposed under sequestration end the severe damage that it would do to both
this Department and our national defense,

'I‘he Admlmatratzon continues to work with Congress to reach agreement ona balanced
deficit reduction plen o avoid these cuts. Meanwhile, because another trigger for sequestration
is approaching on March 1%, the Department’s leadership has begiun extensive planning on how
to implement the required spendmg reductions. These cuts will be magnified because the
Depariment has been forced to operate under a six-month continuing resolution that has already
compelied us to take steps to reduce spending,

In the event of sequestration, we will.do everythipg we-can tocontinue to perfomi our
core misston of providing for the security of the United States, but there is no mistakmg that the

rigid nature and scale of the cuts forced upon thls Department will result in a serious erosion of
readiness across the force.

I have also been deeply concerned about the potential direct impact of sequéstration on
you aad your families. We are doing everything possible to limit the worst effects on DoD
personnel — but I regret that our flexibility within the law is exiremely limited. The President has
used his legal authority to exempt military personne] funding from sequestration, but we have no
legal authority to exempt civilian personnel funding from reduotions. As aresult, should
sequestration occur and continue for a substantial period, DoD will be forced to place the vast
ma_;onty of its civilian workforce on administrative furlough.

Today, I notified Congress that'ﬁa:loughs could occur under sequestration. I can assure’
you that, if we have to implement furloughs, all affected employees will be provided at least 30
. days’ notice prior to excouting & furlough and your benefits will be protected to the maximum
extent possrble We will work to ensure that furloughs are executed in & consistent and
appmpnate manner, and we will also continue to engage in discussions with employee unions as
appropriate. More information and answers to frequently asked questions regarding furloughs.
can be found at www. Opm.gov/ﬁulough., under the “administrative furlough” section.

0OSD001644-13
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Working with your component heads and supervigors, 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 couatry.

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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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, b.C. 20303

January 14, 2013

M-13-03

MEMORANDUM FOR THE HEADS OF EXECUTIVE DEPARTMENTS AND AGENCIES

FROM: Jeffrey D, Zients {

Deputy Director f anagement

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

In the comning months, executive depariments and agencies {(agencies) wiil 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 & sequestration order on March 1, 2013, canceling approximately $85 billion in
budgetary resources across the Federal Government, Further uncertainty is created by the
expimtion 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 equipment and facilities, and cut services for
‘military families. And Federal agcncxcs will likely need to fm‘lough hundreds of thousands of
employees and reduce essential services such as food inspections, air travel safety, prison
secutity, border patrols, and other mission-critical activities,

At this time, agencies do not have clarity regarding the manner in which Congtess 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 resotirces,
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Priorto passage of the American Taxpayer Relief Act of 2012 (ATRA), the President
weis 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 cfforts to
identify acnons that may be required should sequestratlon 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 cha.llenges that could potentially have a significant '
deleterions effect on the agency’s mission or othcrwise raise life, safety, or health
CONCerns,

o identify ﬂlc 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 farloughs 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;

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

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

e be cognizant of the requirements of the Worker Ad_]ustment and Retraining Nottﬁcanon
(WARN) Act, 29 U.S,C. §§ 2101-2109.

While agency pians 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 adeguate
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 constituie a
change from normal practice and result in a reduction of normal spending and operations in the

2
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immediate- or near-term, the agency must coordinate elosely with its OMB Resource
Management Office (RMO) before {akiag any such actions.

All agencies should work with theit QMB RMO on the appropriate timing to submit draft
contingency plans for operating under sequestration for review. Furthermore, should Congresa
take action that affects the current budgetary uncertainty, OMB will provide agencies with
additional guidance as appropriate. '

193



DCMA Administrative Record for FY 2013 Furlough Appeélé

DEPUTY SECRETARY OF DEFENSE
1010 DEFENSE PENTAGON
WASHINGTON, DC 20301-1010 JAN 10 2013

'MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTMENTS

CHAIRMAN OF THE JOINT CHIEFS OF STAFF
UNDER SECRETARIES 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 Continning Resolution
(CR) through at least March 27, 2013, Because most operating funding was planned to increage
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 of 2012, The possibility of
sequestrations occurring as ate 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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ear-Te ctions

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 setious 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 minimijze harmful effects on
our people and oxt operations and unit readiness.

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

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 ocour, 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 bud getary
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 operatmns
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 teinporary employees and do not renew tenmn 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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© 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 minimizs disruption and added costs (e.g., avoid penalties
associated with potential contract cancellations whete 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 yeai-long CR and that sequestration takes place.
Table 2 shows the types of information that shouild be included in the plans. Components should. -
submit these draft plans to the Under Secretaty 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 appreciéte your patience as we work through these difficult budgetary times. The
Department will continue to.do its best to resolve thess budgetary unceriainties 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 direot them to the Under
Secretary of Defense (Comptroller).

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

» Freeze civilian hirlng (with exceptions for mission-critical activities*).

e 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.

s Curtail travel, training, and conferences (all with exceptions for mission-critical activities*
including those required to maintain professional licensure or equivalent certifications).

e 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.

s Curtail administrative expenses such as supply purchases, business IT, ceremonies, etc.
(with exceptions for mission-critical activities*),

e Review contracts and studies for possible cost-savings.

e Cancel 3 and 4™ quarter ship maintenance availabilities and aviation and ground depot-
level maintenance activities. Take this action no earlier than February 15, 2013.

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

s 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 bave 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 (COCOMSs) 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.

Componems 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 nutaber of temps/terms released; expected
' number, duration, and nature of furloughs.
o Redugtions in flying hours, steaming days, vehicle miles, and other
operations/iraining/support activities that affect force readiness.
© Areas of budgets experiencing disproportionate cuts.
e For investment accounts:
o Plans for large programs (ACAT 1D and 1C, and MAIS programs),
* Include major changes in unit buys, delays, ete:
o Significant changes in all joint programs,
e [dentify and prioritize any essential reprogramming actions vnth offsets.
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@ LexisNexis’

UNITED STATES PUBLIC LAWS
112th Congress 2nd Session

(c) 2013, LEXIS-NEXIS, A DIVISION OF REED ELSEVIER INC. AND REED ELSEVIER PROPERTIES INC.

PUBLIC LAW 112-240 [H.R. 8]
JAN. 02, 2013
AMERICAN TAXPAYER RELIEF ACT OF 2012

112 P.L. 240; 126 Stat. 2313; 2013 Enacted H.R. 8; 112 Enacted H.R. 8

BILL TRACKING REPORT: 112 Bill Tracking H.R. 8
FULL TEXT VERSION(S) OF BILL: 112H.R.8
CIS LEGIS. HISTORY DOCUMENT: 112 CIS Legis. Hist. P.L. 240

An Act

Entitled the "American Taxpayer Relief Act of 2012".

Be it enacted by the Senate and House of Representatives of the United States of America in Congress assembled,
[*1] SECTION 1. <26 USC 1 note> SHORT TITLE, ETC.
(a) Short Title.--This Act may be cited as the "American Taxpayer Relief Act of 2012".

(b) Amendment 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, a section or other provision, the reference shall be con-
sidered to be made to a section or other provision of the Internal Revenue Code of 1986.

(c) Table of Contents.--The table of contents for this Act is as follows:
Sec. 1. Short title, etc.

TITLE I--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.
Sec. 104. Permanent alternative minimum tax relief.

TITLE 1I--INDIVIDUAL TAX EXTENDERS

Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

201.
202.
203.
204.
205.
206.
207.
208.
209.

Extension of deduction for certain expenses of elementary and secondary school teachers.

Extension of exclusion from gross income of discharge of qualified principal residence indebtedness.
Extension of parity for exclusion from income for employer-provided mass transit and parking benefits.
Extension of mortgage insurance premiums treated as qualified residence interest.

Extension of deduction of State and local general sales taxes.

Extension of special rule for contributions of capital gain real property made for conservation purposes.
Extension of above-the-line deduction for qualified tuition and related expenses.

Extension of tax-free distributions from individual retirement plans for charitable purposes.

Improve and make permanent the provision authorizing the Internal Revenue Service to disclose certain

return and return information to certain prison officials.

TITLE 111--BUSINESS TAX EXTENDERS
Sec. 301. Extension and modification of research credit.
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Extension of temporary minimum low-income tax credit rate for non-federally subsidized new buildings.
Extension of housing allowance exclusion for determining area median gross income for qualified residen-

tial rental project exempt facility bonds.

Sec. 304.

Extension of Indian employment tax credit.

[**2314] Sec. 305. Extension of new markets tax credit.

Sec. 306.
Sec. 307.
Sec. 308.
Sec. 309.
Sec. 310.
Sec. 311.

Extension of railroad track maintenance credit.

Extension of mine rescue team training credit.

Extension of employer wage credit for employees who are active duty members of the uniformed services.
Extension of work opportunity tax credit.

Extension of qualified zone academy bonds.

Extension of 15-year straight-line cost recovery for qualified leasehold improvements, qualified restaurant

buildings and improvements, and qualified retail improvements.

Sec. 312.
Sec. 313.
Sec. 314.
Sec. 315.
Sec. 316.
Sec. 317.
Sec. 318.
Puerto Rico.
Sec. 319.
Sec. 320.
Sec. 321.
Sec. 322.
Sec. 323.

Extension of 7-year recovery period for motorsports entertainment complexes.

Extension of accelerated depreciation for business property on an Indian reservation.

Extension of enhanced charitable deduction for contributions of food inventory.

Extension of increased expensing limitations 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 productions.

Extension of deduction allowable with respect to income attributable to domestic production activities in

Extension of modification of tax treatment of certain payments to controlling exempt organizations.
Extension of treatment of certain dividends of regulated investment companies.

Extension of RIC qualified investment entity treatment under FIRPTA.

Extension of subpart F exception for active financing income.

Extension of look-thru treatment of payments between related controlled foreign corporations under for-

eign personal holding company rules.

Sec. 324.
Sec. 325.
Sec. 326.
Sec. 327.
Sec. 328.
Sec. 329.

Islands.

Sec. 330.
Sec. 331.

Extension of temporary exclusion of 100 percent of gain on certain small business stock.

Extension of basis adjustment to stock of S corporations making charitable contributions of property.
Extension of reduction in S-corporation recognition period for built-in gains tax.

Extension of empowerment zone tax incentives.

Extension of tax-exempt financing for New York Liberty Zone.

Extension of temporary increase in limit on cover over of rum excise taxes to Puerto Rico and the Virgin

Modification and extension of American Samoa economic development credit.
Extension and modification of bonus depreciation.

TITLE IV--ENERGY TAX EXTENDERS

Sec. 401.
Sec. 402.
Sec. 403.
Sec. 404.
Sec. 405.
Sec. 406.
Sec. 407.

resources.

Sec. 408.
Sec. 409.
Sec. 410.
Sec. 411.

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 and modification of cellulosic biofuel producer credit.

Extension of incentives for biodiesel and renewable diesel.

Extension of production credit for Indian coal facilities placed in service before 2009.

Extension and modification of credits with respect to facilities producing energy from certain renewable

Extension of credit for energy-efficient new homes.

Extension of credit for energy-efficient appliances.

Extension and modification of special allowance for cellulosic biofuel plant property.

Extension of special rule for sales or dispositions to implement FERC or State electric restructuring policy

for qualified electric utilities.

Sec. 412.

Extension of alternative fuels excise tax credits.

TITLE V--UNEMPLOYMENT

Sec. 501.

Extension of emergency unemployment compensation program.

Sec. 502. Temporary extension of extended benefit provisions.
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Sec. 503. Extension of funding for reemployment services and reemployment and eligibility assessment activities.
Sec. 504. Additional extended unemployment benefits under the Railroad Unemployment Insurance Act.

TITLE VI--MEDICARE AND OTHER HEALTH EXTENSIONS
Subtitle A--Medicare Extensions
Sec. 601. Medicare physician payment update.
[**2315] Sec. 602. Work geographic adjustment.

Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

603.
604.
605.
606.
607.
608.
609.
610.

Payment for outpatient therapy services.

Ambulance add-on payments.

Extension of Medicare inpatient hospital payment adjustment for low-volume hospitals.
Extension of the Medicare-dependent hospital (MDH) program.

Extension for specialized Medicare Advantage plans for special needs individuals.
Extension of Medicare reasonable cost contracts.

Performance improvement.

Extension of funding outreach and assistance for low-income programs.

Subtitle B--Other Health Extensions
Sec. 621. Extension of the qualifying individual (QI) program.
Sec. 622. Extension of Transitional Medical Assistance (TMA).
Sec. 623. Extension of Medicaid and CHIP Express Lane option.
Sec. 624. Extension of family-to-family health information centers.
Sec. 625. Extension of Special Diabetes Program for Type | diabetes and for Indians.

Subtitle C--Other Health Provisions
Sec. 631. IPPS documentation and coding adjustment for implementation of MS-DRGs.

Sec. 632. Revisions to the Medicare ESRD bundled payment system to reflect findings 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 hospital outpatient department pro-
spective payment system.

Sec.
Sec.

635
636

supplies.

Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

637
638
639
640
641
642
643
644

. Adjustment of equipment utilization rate for advanced imaging services.

. Medicare payment of competitive prices for diabetic supplies and elimination of overpayment for diabetic

. Medicare payment adjustment for non-emergency ambulance transports for ESRD beneficiaries.
. Removing obstacles to collection of overpayments.

. Medicare advantage coding intensity adjustment.

. Elimination of all funding for the Medicare Improvement Fund.

. Rebasing of State DSH allotments.

. Repeal of CLASS program.

. Commission on Long-Term Care.

. Consumer Operated and Oriented Plan program contingency fund.

TITLE VII--EXTENSION OF AGRICULTURAL PROGRAMS
Sec. 701. 1-year extension of agricultural programs.
Sec. 702. Supplemental agricultural disaster assistance.

TITLE VII--MISCELLANEOUS PROVISIONS
Sec. 801. Strategic delivery systems.
Sec. 802. No cost of living adjustment in pay of members of congress.

TITLE IX--BUDGET PROVISIONS
Subtitle A--Modifications of Sequestration
Sec. 901. Treatment of sequester.
Sec. 902. Amounts in applicable retirement plans may be transferred to designated Roth accounts without distribu-

tion.
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Subtitle B--Budgetary Effects
Sec. 911. Budgetary effects.
TITLE I--GENERAL EXTENSIONS
[*101] Sec. 101. PERMANENT EXTENSION AND MODIFICATION OF 2001 TAX RELIEF.
(a) Permanent Extension.--

(1) <26 USC 1 note> In general.-- The Economic Growth and Tax Relief Reconciliation Act of 2001 is amended
by striking title IX.

(2) <26 USC 121 note> Conforming amendment.-- The Tax Relief, Unemployment Insurance Reauthorization,
and Job Creation Act of 2010 is amended by striking section 304.

[**2316] (3) <26 USC 1 note> Effective date.-- The amendments made by this subsection shall apply to taxa-
ble, plan, or limitation years beginning after December 31, 2012, and estates of decedents dying, gifts made, or genera-
tion skipping transfers after December 31, 2012.

(b) Application of Income Tax to Certain High-Income Taxpayers.--
(1) Income tax rates.----

(A) <26 USC 1> Treatment of 25-, 28-, and 33-percent rate 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), (c), (d), and (e) shall be ap-
plied--

"(A) by substituting '25%' 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 section 1 is amended by redesignating paragraph (3) as para-
graph (4) and by inserting after paragraph (2) the following new paragraph:

"(3) Modifications to income tax brackets for high-income taxpayers.----
"(A) 35-percent rate bracket.--In the case of taxable years beginning after December 31, 2012--

"(i) 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--

"(I) the applicable threshold, over
"(11) the dollar amount at which such bracket begins, and

"(ii) the 39.6 percent rate of tax under such subsections shall apply only to the taxpayer's taxable income in
such bracket in excess of the amount to which clause (i) applies.

"(B) Applicable threshold.--For purposes of this paragraph, the term 'applicable threshold' means--
"(i) $ 450,000 in the case of subsection (a),
"(ii) $ 425,000 in the case of subsection (b),
"(iii) $ 400,000 in the case of subsection (c), and

"(iv) 1/2 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 calendar
years after 2013, each of the dollar amounts under clauses (i), (ii), and (iii) of subparagraph (B) shall be adjusted in the
same manner as under paragraph (1)(C)(i), except that subsection (f)(3)(B) shall be applied by substituting '2012' for
'1992".",
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(2) Phaseout of personal exemptions and itemized deductions.----
[**2317] <26 USC 68> (A) Overall limitation on itemized deductions.--Section 68 is amended--
(i) by striking subsection (b) and inserting the following:
"(b) Applicable Amount.--
"(1) In general.-- For purposes of this section, the term '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 who is not married and who is not a surviving spouse or head of
household, and

"(D) 1/2 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 purposes of this paragraph, marital status shall be determined 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 1(f)(3) for the calendar year in which the taxable
year begins, except that section 1(f)(3)(B) 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 round-
ed to the next lowest multiple of $ 50.", and

(ii) by striking subsections (f) and (g).
(B) Phaseout of deductions for personal exemptions.--
(i) In general.--Paragraph (3) of section 151(d) is amended--

(1) by striking "the threshold amount” in subparagraphs (A) and (B) and inserting "the applicable amount
in effect under section 68(b)",

(1) by striking subparagraph (C) and redesignating subparagraph (D) as subparagraph (C), and
(1) by striking subparagraphs (E) and (F).

(ii) Conforming amendments.--Paragraph (4) of section 151(d) is amended--
() by striking subparagraph (B),

(11) by redesignating clauses (i) and (ii) of subparagraph (A) as subparagraphs (A) and (B), respectively,
and by indenting such subparagraphs (as so redesignated) accordingly, and

(111) by striking all that precedes "in a calendar year after 1989," and inserting the following:
"(4) Inflation adjustment.-- In the case of any taxable year beginning".

(3) <26 USC 1 note> Effective date.-- The amendments made by this subsection shall apply to taxable years be-
ginning after December 31, 2012.

(c) Modifications of Estate Tax.--

[**2318] (1) Maximum estate tax rate equal to 40 percent.-- The table contained in subsection (c) 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 [dollar]500,000 but $ 155,800, plus 37 percent of the
not over [dollar]750,000. excess of such amount over
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$500,000.

Over $ 750,000 but not over

$ 1,000,000. $ 248,300, plus 39 percent of the

excess of such amount over
$ 750,000.

Over [dollar]1,000,000 $ 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 amount".

(3) <26 USC 2001 note> Effective dates.----

(A) In general.--Except as otherwise provided by in this paragraph, the amendments made by this subsection
shall apply to estates of decedents dying, generation-skipping 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 Creation Act of
2010.

[*102] Sec. 102. PERMANENT EXTENSION AND MODIFICATION OF 2003 TAX RELIEF.

(a) <26 USC 1 note> Permanent Extension.--The Jobs and Growth Tax Relief Reconciliation Act of 2003 is
amended by striking section 303.

(b) 20-Percent Capital Gains Rate for Certain High Income Individuals.--

(2) In general.-- Paragraph (1) of section 1(h) is amended by striking subparagraph (C), by redesignating sub-
paragraphs (D) and (E) as subparagraphs (E) and (F) and by inserting after subparagraph (B) the following new subpar-
agraphs:

"(C) 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--

"(1) the amount of taxable income which would (without regard to this paragraph) be taxed at a rate below
39.6 percent, over

"(I1) 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 on which tax is determined under subparagraphs (B) and (C),".

[**2319] (2) <26 USC 55> Minimum tax.-- Paragraph (3) of section 55(b) is amended by striking subpara-
graph (C), by redesignating subparagraph (D) as subparagraph (E), and by inserting after subparagraph (B) the follow-
ing 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

"(ii) the excess described in section 1(h)(1)(C)(ii), plus

"(D) 20 percent of the adjusted net capital gain (or, if less, 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.
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(B) Section 541.

(C) Section 1445(e)(1).

(D) The second sentence of section 7518(g)(6)(A).

(E) Section 53511(f)(2) of title 46, United States Code.

(2) Sections 1(h)(1)(B) and 55(b)(3)(B) are each amended by striking "5 percent (O 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 af-
ter December 31, 2010)" and inserting 20 percent".

(d) Effective Dates.--

(1) <26 USC 1 note> In general.-- Except as otherwise provided, the amendments made by subsections (b) and
(c) shall apply to taxable years beginning after December 31, 2012.

(2) Withholding.-- The amendments made by paragraphs (1)(C) and (3) of subsection (c) shall apply to amounts
paid on or after January 1, 2013.

[*103] Sec. 103. EXTENSION OF 2009 TAX RELIEF.
(a) 5-year Extension of American Opportunity Tax 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 division B of the American Recovery and Reinvestment
Tax Act of 2009 is amended by striking "in 2009, 2010, 2011, and 2012" <26 USC 25A note> 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".
(c) 5-year Extension of Earned Income Tax Credit.--Section 32(b)(3) is amended--
(1) by striking 2009, 2010, 2011, and 2012" in the heading and inserting "for certain years", and
[**2320] (2) by striking "in 2009, 2010, 2011, or 2012" and inserting "after 2008 and before 2018".

(d) <26 USC 6409> Permanent Extension of Rule Disregarding Refunds in the Administration of Federal Programs
and Federally Assisted Programs.--Section 6409 is amended to read as follows:

"Sec. 6409. REFUNDS DISREGARDED IN THE ADMINISTRATION OF FEDERAL PROGRAMS AND
FEDERALLY ASSISTED PROGRAMS.

"Notwithstanding any other provision of law, any refund (or 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 into 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) <26 USC 24 note> 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 amendment made by subsection (d) shall apply to amounts re-
ceived after December 31, 2012.

[*104] Sec. 104. PERMANENT ALTERNATIVE MINIMUM TAX RELIEF.

(a) 2012 Exemption Amounts Made Permanent.--
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(1) In general.-- Paragraph (1) of section 55(d) is amended--
(A) by striking "$ 45,000" and all that follows through "2011)" in subparagraph (A) and inserting "$ 78,750",

(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.--
(2) 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 de-
scribed in subparagraph (B) shall each be increased by an amount equal to--

"(i) such dollar amount, multiplied by

"(ii) the cost-of-living 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 subsection (b)(1)(A)(i),
"(ii) each of the dollar amounts contained in paragraph (1), and
"(iii) each of the dollar amounts in subparagraphs (A) and (B) of paragraph (3).

[**2321] "(C) Rounding.--Any increase determined under subparagraph (A) shall be rounded to the nearest
multiple of $ 100.".

(2) Conforming amendments.----

(A) <26 USC 55> Clause (iii) of section 55(b)(1)(A) is amended by striking "by substituting" and all that fol-
lows through "appears.” and inserting "by substituting 50 percent of the dollar amount otherwise applicable under sub-
clause (1) and subclause (1) thereof.".

(B) Paragraph (3) of section 55(d) is amended--
(i) 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) 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).".
(c) Alternative Minimum Tax 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 taxable
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 sec-
tion 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 (4).
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(ii) Section 23(c) is amended by striking paragraphs (1) and (2) and inserting the following:

"(1) In general.-- If the credit allowable under subsection (a) for any taxable year 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 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 year.".

(iii) Section 23(c) is amended by redesignating paragraph (3) as paragraph (2).
(B) Child tax credit.--

(i) Section 24(b) is amended by striking paragraph (3).

(i) Section 24(d)(1) is amended--

(1) by striking "section 26(a)(2) or subsection (b)(3), as the case may be," each place it appears in subpara-
graphs (A) and (B) and inserting "section 26(a)", and

(1) 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)".

[**2322] (C) Credit for interest on certain home mortgages.--Section 25(¢e)(1)(C) is amended to read as fol-
lows:

"(C) <26 USC 25> Applicable tax limit.--For purposes of this paragraph, 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 sub-
part (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 (6) and (7) as paragraphs (5) and (6), respec-
tively, 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)".

(E) Savers' credit.--Section 25B is amended by striking subsection (g).
(F) Residential energy efficient property.--Section 25D(c) is amended to 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 sec-
tion), such excess shall be carried to the succeeding taxable year and added to the credit allowable under subsection (a)
for such succeeding taxable year.".

(G) 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 (de-
termined 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 (de-
termined after application of paragraph (1)) shall be treated as a credit allowable under subpart A for such taxable
year.".

(1) 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 (de-
termined after application of paragraph (1)) shall be treated as a credit allowable under subpart A for such taxable
year.".

(J) Cross references.--Section 55(c)(3) is amended by striking "26(a), 30C(d)(2)," and inserting "30C(d)(2)".
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(K) Foreign tax credit.--Section 904 is amended by striking subsection (i) and by redesignating subsections (j),
(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 fol-
lows:

"(d) 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 subpart A of part IV of subchapter
A (other than this section and section 25D), such excess shall be carried to the [**2323] succeeding taxable year and
added to the credit allowable under subsection (a) for such taxable year.".

(d) <26 USC 23 note> Effective Date.--The amendments made by this section shall apply to taxable years begin-
ning after December 31, 2011.
TITLE II--INDIVIDUAL TAX EXTENDERS

[*201] Sec. 201. EXTENSION OF DEDUCTION FOR CERTAIN EXPENSES OF ELEMENTARY AND
SECONDARY SCHOOL TEACHERS.

(a) <26 USC 62> In General.--Subparagraph (D) of section 62(a)(2) is amended by striking "or 2011" and inserting
"2011, 2012, or 2013".

(b) <26 USC 62 note> Effective Date.--The amendment made by this section shall apply to taxable years beginning
after December 31, 2011.

[*202] Sec. 202. EXTENSION OF EXCLUSION FROM GROSS INCOME OF DISCHARGE OF QUALIFIED
PRINCIPAL RESIDENCE INDEBTEDNESS.

(@) In General.--Subparagraph (E) of section 108(a)(1) is amended by striking "January 1, 2013" and inserting
"January 1, 2014",

(b) <26 USC 108 note> Effective Date.--The amendment made by this section shall apply to indebtedness dis-
charged after December 31, 2012.

[*203] Sec. 203. EXTENSION OF PARITY FOR EXCLUSION FROM INCOME FOR EMPLOY -
ER-PROVIDED MASS TRANSIT AND PARKING BENEFITS.

(@) In General.--Paragraph (2) of section 132(f) is amended by striking "January 1, 2012" and inserting "January 1,
2014",

(b) <26 USC 132 note> Effective Date.--The amendment made by this section shall apply to months after Decem-
ber 31, 2011.

[*204] Sec. 204. EXTENSION OF MORTGAGE INSURANCE PREMIUMS TREATED AS QUALIFIED
RESIDENCE INTEREST.

(@) In General.--Subclause (I) of section 163(h)(3)(E)(iv) is amended by striking "December 31, 2011" and insert-
ing "December 31, 2013".

(b) Technical Amendments.--Clause (i) of section 163(h)(4)(E) is amended--
(2) by striking "Veterans Administration™ and inserting "Department of Veterans Affairs", and
(2) by striking "Rural Housing Administration" and inserting "Rural Housing Service".

(c) <26 USC 163 note> Effective Date.--The amendments made by this section shall apply to amounts paid or ac-
crued after December 31, 2011.

[*205] Sec. 205. EXTENSION OF DEDUCTION OF STATE AND LOCAL GENERAL SALES TAXES.

(@) In General.--Subparagraph (1) of section 164(b)(5) is amended by striking "January 1, 2012" and inserting
"January 1, 2014".

(b) <26 USC 164 note> Effective Date.--The amendment made by this section shall apply to taxable years begin-
ning after December 31, 2011.

208



DCMA Administrative Record for FY 2013 Furlough Appeals
Page 11
112 P.L. 240, *; 126 Stat. 2313, **;
2013 Enacted H.R. 8; 112 Enacted H.R. 8

[*206] [**2324] Sec. 206. EXTENSION OF SPECIAL RULE FOR CONTRIBUTIONS OF CAPITAL GAIN
REAL PROPERTY MADE FOR CONSERVATION PURPOSES.

(a) <26 USC 170> 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 Corporate Farmers and Ranchers.--Clause (iii) of section 170(b)(2)(B) is amended by
striking "December 31, 2011" and inserting "December 31, 2013".

(c) <26 USC 170 note> Effective Date.--The amendments made by this section shall apply to contributions made in
taxable years beginning after December 31, 2011.

[*207] Sec. 207. EXTENSION OF ABOVE-THE-LINE DEDUCTION FOR QUALIFIED TUITION AND
RELATED EXPENSES.

(@) In General.--Subsection (e) of section 222 is amended by striking "December 31, 2011" and inserting "Decem-
ber 31, 2013".

(b) <26 USC 222 note> Effective Date.--The amendment made by this section shall apply to taxable years begin-
ning after December 31, 2011.

[*208] Sec. 208. EXTENSION OF TAX-FREE DISTRIBUTIONS FROM INDIVIDUAL RETIREMENT
PLANS FOR CHARITABLE PURPOSES.

(@) In General.--Subparagraph (F) of section 408(d)(8) is amended by striking "December 31, 2011" and inserting
"December 31, 2013".

(b) <26 USC 408 note> Effective Date; Special Rule.--

(1) Effective date.-- The amendment made by this section shall apply to distributions made in taxable years be-
ginning after December 31, 2011.

(2) Special rules.-- For purposes of subsections (a)(6), (b)(3), and (d)(8) of section 408 of the Internal Revenue
Code of 1986, at the election of the taxpayer (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 be
deemed to have been made on December 31, 2012, and

(B) any portion of a distribution from an individual retirement account to the taxpayer after November 30,
2012, and before January 1, 2013, may be treated as a qualified charitable distribution to the extent that--

(i) such portion is transferred in cash after the distribution to an organization described in section
408(d)(8)(B)(i) before February 1, 2013, and

(i) such portion is part of a distribution that would meet the requirements of section 408(d)(8) but for the
fact that the distribution was not transferred directly to an organization described in section 408(d)(8)(B)(i).

[*209] Sec. 209. IMPROVE AND MAKE PERMANENT THE PROVISION AUTHORIZING THE INTER-
NAL REVENUE SERVICE TO DISCLOSE CERTAIN RETURN AND RETURN INFORMATION TO CERTAIN
PRISON OFFICIALS.

(@) 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.----

[**2325] "(A) In general.--Under such procedures as the Secretary may prescribe, the Secretary may dis-
close 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 ad-
ministration.
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"(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 information.--Any return or return information received under this para-
graph shall be used only for the purposes of and to the extent necessary in taking administrative action to prevent the
filing of false and fraudulent returns, including administrative actions to address possible violations of administrative
rules and regulations of the prison facility and in administrative and judicial proceedings arising from such administra-
tive actions.

"(D) Restrictions on redisclosure and disclosure to legal representatives.--Notwithstanding subsection (h)--

"(i) Restrictions on redisclosure.--Except as provided in clause (ii), any officer, employee, or contractor 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 person other than an officer or employee or contractor
of such Bureau or agency personally and directly engaged in the administration of prison facilities on behalf of such
Bureau or agency.

"(ii) 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 contrac-
tor charged with the responsibility for administration of prisons, or of the incarcerated individual accused of filing the
false or fraudulent return who is a party to an action or proceeding described 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
(€)(1)(D)(iii),".

(2) Paragraph (4) of section 6103(p) is amended--
(A) by inserting "subsection (k)(10)," before "subsection (1)(10)," in the matter preceding subparagraph (A),
(B) in subparagraph (F)(i)--
(i) by inserting "(k)(10)," before "or (1)(6),", and
[**2326] (ii) by inserting "subsection (k)(10) or" before "subsection (1)(10),", and

(C) by inserting "subsection (k)(10) or" before "subsection (1)(10)," both places it appears in the matter fol-
lowing subparagraph (F)(iii).

(3) <26 USC 7213> Paragraph (2) of section 7213(a) is amended by inserting "(k)(10)," before "(1)(6),".
(c) <26 USC 6103 note> Effective Date.--The amendments made by this section shall take effect on the date of the
enactment of this Act.
TITLE 111--BUSINESS TAX EXTENDERS
[*301] Sec. 301. EXTENSION AND MODIFICATION OF RESEARCH CREDIT.
(a) Extension.--

(2) 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 section 45C(b)(1) is amended by striking "December 31,
2011" and inserting "December 31, 2013".

(b) Inclusion of Qualified Research Expenses and Gross Receipts of an Acquired Person.--

(2) Partial inclusion of pre-acquisition qualified research expenses and gross receipts.-- Subparagraph (A) of
section 41(f)(3) is amended to read as follows:

"(A) Acquisitions.--
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"(i) In general.--If a person acquires the major portion of either a trade or business or a separate unit of a
trade or business (hereinafter in this paragraph 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).

"(iif) Amount determined with respect to qualified research expenses.--The amount determined under this
clause is--

"(I) for purposes of applying this section for the taxable year in which such acquisition is made, the acqui-
sition year amount, and

"(II) for purposes of applying this section for any taxable year after the taxable year in which such acquisi-
tion 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 to gross receipts.--The amount determined under this clause is the
amount which would be determined under clause (ii) if 'the gross receipts of' were substituted for 'the qualified research
expenses paid or incurred by' each place it appears in clauses (ii) and (iv).

[**2327] "(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 acquired busi-
ness during the measurement period, and

"(11) the number of days in the period beginning on the date of the acquisition and ending on the last day
of the taxable year in which the acquisition is made, divided by the number of days in the acquiring person's taxable
year.

"(v) Special rules for coordinating taxable years.--In the case of an acquiring person and a predecessor
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 year of the
acquiring person,

"(11) the qualified research expenses paid or incurred by the predecessor, and the gross receipts of the pre-
decessor, during each taxable year of the predecessor any portion of which is part of the measurement period shall be
allocated equally among the days of such taxable year,

"(111) 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
(I1) to the days occurring during such taxable year, and

"(1V) the amount of such gross receipts taken into account under clause (iii) with respect to a taxable year
of the acquiring person shall be equal to the total of the gross receipts attributable under subclause (I1) to the days oc-
curring during such taxable year.

"(vi) Measurement period.--For purposes of this subparagraph, the term 'measurement period' means, with
respect to the taxable year of the acquiring person 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) <26 USC 41> Expenses and gross receipts of a predecessor.-- Subparagraph (B) of section 41(f)(3) is
amended to read as follows:

"(B) Dispositions.--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 predecessor
during the measurement period (as defined in [**2328] subparagraph (A)(vi), determined by substituting 'predecessor’
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 of--
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"(1) 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 determined), and

"(11) the number of days in the period beginning on the date of acquisition (as determined for purposes of
subparagraph (A)(iv)(11)) 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

"(ii) in the case of any taxable year ending after the taxable year in which such disposition is made, the
amount described in clause (i)(1).".

(c) <26 USC 41> 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 re-
search 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 re-
search 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) <26 USC 41 note> Effective Date.--

(1) Extension.-- The amendments made by subsection (a) shall apply to amounts paid or incurred after Decem-
ber 31, 2011.

(2) Modifications.-- The amendments made by subsections (b) and (c) shall apply to taxable years beginning af-
ter December 31, 2011.

[*302] 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(b)(2) is amended by striking "and before December 31, 2013" and
inserting "with respect to housing credit dollar amount allocations made before January 1, 2014".

[**2329] (b) <26 USC 42 note> Effective Date.--The amendment made by this section shall take effect on the
date of the enactment of this Act.

[*303] Sec. 303. EXTENSION OF HOUSING ALLOWANCE EXCLUSION FOR DETERMINING AREA
MEDIAN GROSS INCOME FOR QUALIFIED RESIDENTIAL RENTAL PROJECT EXEMPT FACILITY BONDS.

(@) In General.--Subsection (b) of section 3005 of the Housing Assistance Tax Act of 2008 is amended by striking
"January 1, 2012" <26 USC 142 note> each place it appears and inserting "January 1, 2014".

(b) <26 USC 142 note> Effective Date.--The amendment made by this section shall take effect as if included in the
enactment of section 3005 of the Housing Assistance Tax Act of 2008.

[*304] Sec. 304. EXTENSION OF INDIAN EMPLOYMENT TAX CREDIT.

(a) <26 USC 45A> In General.--Subsection (f) of section 45A is amended by striking "December 31, 2011" and
inserting "December 31, 2013".

(b) <26 USC 45A note> Effective Date.--The amendment made by this section shall apply to taxable years begin-
ning after December 31, 2011.

[*305] Sec. 305. EXTENSION OF NEW MARKETS TAX CREDIT.

(@) 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 section 45D(f) is amended by striking *2016" and inserting
"2018".
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(c) <26 USC 45D note> Effective Date.--The amendments made by this section shall apply to calendar years be-
ginning after December 31, 2011.

[*306] Sec. 306. EXTENSION OF RAILROAD TRACK MAINTENANCE CREDIT.

(@) In General.--Subsection (f) of section 45G is amended by striking "January 1, 2012" and inserting "January 1,
2014".

(b) <26 USC 45G note> Effective Date.--The amendment made by this section shall apply to expenditures paid or
incurred in taxable years beginning after December 31, 2011.

[*307] Sec. 307. EXTENSION OF MINE RESCUE TEAM TRAINING CREDIT.

(@) In General.--Subsection (e) of section 45N is amended by striking "December 31, 2011" and inserting "Decem-
ber 31, 2013".

(b) <26 USC 45N note> Effective Date.--The amendment made by this section shall apply to taxable years begin-
ning after December 31, 2011.

[*308] Sec. 308. EXTENSION OF EMPLOYER 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 inserting "Decem-
ber 31, 2013".

(b) <26 USC 45P note> Effective Date.--The amendment made by this section shall apply to payments made after
December 31, 2011.

[*309] Sec. 309. EXTENSION OF WORK OPPORTUNITY TAX CREDIT.

(@) In General.--Subparagraph (B) of section 51(c)(4) is amended by striking "after" and all that follows and insert-
ing "after December 31, 2013".

(b) <26 USC 51 note> Effective Date.--The amendment made by this section shall apply to individuals who begin
work for the employer after December 31, 2011.

[*310] [**2330] Sec.310. EXTENSION OF QUALIFIED ZONE ACADEMY BONDS.

(a) <26 USC 54E> In General.--Paragraph (1) of section 54E(c) is amended by inserting ", 2012, and 2013" after
"for 2011".

(b) <26 USC 54E note> Effective Date.--The amendments made by this section shall apply to obligations issued
after December 31, 2011.

[*311] Sec. 311. EXTENSION OF 15-YEAR STRAIGHT-LINE COST RECOVERY FOR QUALIFIED
LEASEHOLD IMPROVEMENTS, QUALIFIED RESTAURANT BUILDINGS AND IMPROVEMENTS, AND
QUALIFIED RETAIL IMPROVEMENTS.

(@) In General.--Clauses (iv), (v), and (ix) of section 168(e)(3)(E) are each amended by striking "January 1, 2012"
and inserting "January 1, 2014".

(b) <26 USC 168 note> Effective Date.--The amendments made by this section shall apply to property placed in
service after December 31, 2011.

[*312] Sec. 312. EXTENSION OF 7-YEAR RECOVERY PERIOD FOR MOTORSPORTS ENTERTAIN-
MENT COMPLEXES.

(@) In General.--Subparagraph (D) of section 168(i)(15) is amended by striking "December 31, 2011" and inserting
"December 31, 2013".

(b) <26 USC 168 note> Effective Date.--The amendment made by this section shall apply to property placed in
service after December 31, 2011.

[*313] Sec. 313. EXTENSION OF ACCELERATED DEPRECIATION FOR BUSINESS PROPERTY ON AN
INDIAN RESERVATION.
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(@) In General.--Paragraph (8) of section 168(j) is amended by striking “"December 31, 2011" and inserting "De-
cember 31, 2013".

(b) <26 USC 168 note> Effective Date.--The amendment made by this section shall apply to property placed in
service after December 31, 2011.

[*314] Sec. 314. EXTENSION OF ENHANCED CHARITABLE DEDUCTION FOR CONTRIBUTIONS OF
FOOD INVENTORY.

(@) In General.--Clause (iv) of section 170(e)(3)(C) is amended by striking "December 31, 2011" and inserting
"December 31, 2013".

(b) <26 USC 170 note> Effective Date.--The amendment made by this section shall apply to contributions made
after December 31, 2011.

[*315] Sec. 315. EXTENSION OF INCREASED EXPENSING LIMITATIONS AND TREATMENT OF
CERTAIN REAL PROPERTY AS SECTION 179 PROPERTY.

(@) 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 subparagraph (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 subparagraph (C), and
[**2331] (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) <26 USC 179> Computer Software.--Section 179(d)(1)(A)(ii) is amended by striking "2013" and inserting
"'2014",

(c) Election.--Section 179(c)(2) is amended by striking "2013" and inserting "2014".
(d) Special Rules for Treatment of Qualified Real Property.--

(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 179(f)(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", and

(ii) by adding at the end the following: "For the last taxable year beginning in 2013, the amount determined
under subsection (b)(3)(A) for such taxable year shall be determined without regard to this paragraph.”.

(e) <26 USC 179 note> Effective Date.--The amendments made by this section shall apply to taxable years begin-
ning after December 31, 2011.

[*316] Sec. 316. EXTENSION OF ELECTION TO EXPENSE MINE SAFETY EQUIPMENT.
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(@) In General.--Subsection (g) of section 179E is amended by striking "December 31, 2011" and inserting "De-
cember 31, 2013".

(b) <26 USC 179E note> Effective Date.--The amendment made by this section shall apply to property placed in
service after December 31, 2011.

[*317] Sec. 317. EXTENSION OF SPECIAL EXPENSING RULES FOR CERTAIN FILM AND TELEVISION
PRODUCTIONS.

(@) In General.--Subsection (f) of section 181 is amended by striking "December 31, 2011" and inserting "Decem-
ber 31, 2013".

(b) <26 USC 181 note> Effective Date.--The amendment made by this section shall apply to productions com-
mencing after December 31, 2011.

[*318] Sec. 318. EXTENSION OF DEDUCTION ALLOWABLE WITH RESPECT TO INCOME AT-
TRIBUTABLE TO DOMESTIC PRODUCTION ACTIVITIES IN PUERTO RICO.

(@) In 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) <26 USC 199 note> Effective Date.--The amendments made by this section shall apply to taxable years begin-
ning after December 31, 2011.

[*319] Sec. 319. EXTENSION OF MODIFICATION OF TAX TREATMENT OF CERTAIN PAYMENTS TO
CONTROLLING EXEMPT ORGANIZATIONS.

(@) In General.--Clause (iv) of section 512(b)(13)(E) is amended by striking "December 31, 2011" and inserting
"December 31, 2013".

[**2332] (b) <26 USC 512 note> Effective Date.--The amendment made by this section shall apply to payments
received or accrued after December 31, 2011.

[*320] Sec. 320. EXTENSION OF TREATMENT OF CERTAIN DIVIDENDS OF REGULATED INVEST-
MENT COMPANIES.

(a) <26 USC 871> In General.--Paragraphs (1)(C)(v) and (2)(C)(v) of section 871(k) are each amended by striking
"December 31, 2011" and inserting "December 31, 2013".

(b) <26 USC 871 note> Effective Date.--The amendments made by this section shall apply to taxable years begin-
ning after December 31, 2011.

[*321] Sec. 321. EXTENSION OF RIC QUALIFIED INVESTMENT ENTITY TREATMENT UNDER FIRP-
TA.

(@) In General.--Clause (ii) of section 897(h)(4)(A) is amended by striking "December 31, 2011" and inserting
"December 31, 2013".

(b) <26 USC 897 note> Effective Date.--

(2) In general.-- The amendment made by subsection (a) shall take effect on January 1, 2012. Notwithstanding
the preceding 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 withheld on or before date of enactment.-- In the case of a regulated investment company--
(A) which makes a distribution after December 31, 2011, and before the date of the enactment of this Act; and

(B) which would (but for the second sentence of paragraph (1)) have been required to 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
withheld and paid over to the Secretary of the Treasury.
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[*322] Sec. 322. EXTENSION OF SUBPART F EXCEPTION FOR ACTIVE FINANCING INCOME.
(a) Exempt Insurance Income.--Paragraph (10) of section 953(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) Special Rule for Income Derived in the Active Conduct of Banking, Financing, or Similar Business-
es.--Paragraph (9) of section 954(h) is amended by striking "January 1, 2012" and inserting "January 1, 2014".

(c) <26 USC 953 note> Effective Date.--The amendments made by this section shall apply to taxable years of for-
eign corporations beginning after December 31, 2011, and to taxable years of United States shareholders with or within
which any such taxable year of such foreign corporation ends.

[*323] [**2333] Sec. 323. EXTENSION OF LOOK-THRU TREATMENT OF PAYMENTS BETWEEN
RELATED CONTROLLED FOREIGN CORPORATIONS UNDER FOREIGN PERSONAL HOLDING COMPANY
RULES.

(a) <26 USC 954> In General.--Subparagraph (C) of section 954(c)(6) is amended by striking "January 1, 2012"
and inserting "January 1, 2014".

(b) <26 USC 954 note> Effective Date.--The amendment made by this section shall apply to taxable years of for-
eign corporations beginning after December 31, 2011, and to taxable years of United States shareholders with or within
which such taxable years of foreign corporations end.

[*324] Sec. 324. EXTENSION OF TEMPORARY EXCLUSION OF 100 PERCENT OF GAIN ON CERTAIN
SMALL BUSINESS STOCK.

(@) 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 "and 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 taxpayer determined after
the application of section 1223.".

(c) <26 USC 1202 note> Effective Dates.--
(2) In general.-- The amendments made by subsection (a) shall apply to stock acquired after December 31, 2011.

(2) Subsection (b)(1).-- The amendment made by subsection (b)(1) shall take effect as if included in section
1241(a) of division B of the American Recovery and Reinvestment Act of 2009.

(3) Subsection (b)(2).-- The amendment made by subsection (b)(2) shall take effect as if included in section
2011(a) of the Creating Small Business Jobs Act of 2010.

[*325] Sec. 325. EXTENSION OF BASIS ADJUSTMENT TO STOCK OF S CORPORATIONS MAKING
CHARITABLE CONTRIBUTIONS OF PROPERTY.

(@) In General.--Paragraph (2) of section 1367(a) is amended by striking "December 31, 2011" and inserting "De-
cember 31, 2013".
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(b) <26 USC 1367 note> Effective Date.--The amendment made by this section shall apply to contributions made
in taxable years beginning after December 31, 2011.

[*326] [**2334] Sec. 326. EXTENSION OF REDUCTION IN S-CORPORATION RECOGNITION PERIOD
FOR BUILT-IN GAINS TAX.

(a) <26 USC 1374> In General.--Paragraph (7) of section 1374(d) is amended--
(1) by redesignating subparagraph (C) as subparagraph (D), and
(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 (D) shall be applied by substituting '5-year' for '10-year'.", and
(3) by adding at the end the following new subparagraph:

"(E) Installment sales.--1f an S corporation sells an asset and reports the income from the sale using the in-
stallment method under section 453, the treatment of all payments received shall be governed by the provisions of this
paragraph applicable to 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 subpar-
agraph (A)" after ", for any taxable year".

(c) <26 USC 1374 note> Effective Date.--The amendments made by this section shall apply to taxable years begin-
ning after December 31, 2011.

[*327] Sec. 327. EXTENSION OF EMPOWERMENT ZONE TAX INCENTIVES.

(@) 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 "2016" in the heading and inserting "2018".

(c) <26 USC 1391 note> Treatment of Certain Termination Dates Specified in Nominations.--In the case of a des-
ignation of an empowerment zone the nomination for which included a termination date which is contemporaneous with
the date specified in subparagraph (A)(i) 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) <26 USC 1202 note> Effective Date.--The amendments made by this section shall apply to periods after De-
cember 31, 2011.

[*328] Sec. 328. EXTENSION OF TAX-EXEMPT FINANCING FOR NEW YORK LIBERTY ZONE.

(@) In General.--Subparagraph (D) of section 1400L(d)(2) is amended by striking "January 1, 2012" and inserting
"January 1, 2014".

(b) <26 USC 1400L note> Effective Date.--The amendment made by this section shall apply to bonds issued after
December 31, 2011.

[*329] [**2335] Sec. 329. EXTENSION OF TEMPORARY INCREASE IN LIMIT ON COVER OVER OF
RUM EXCISE TAXES TO PUERTO RICO AND THE VIRGIN ISLANDS.

(a) <26 USC 7652> In General.--Paragraph (1) of section 7652(f) is amended by striking "January 1, 2012" and in-
serting "January 1, 2014".

(b) <26 USC 7652 note> Effective Date.--The amendment made by this section shall apply to distilled spirits
brought into the United States after December 31, 2011.
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[*330] Sec. 330. MODIFICATION AND EXTENSION OF AMERICAN SAMOA ECONOMIC DEVELOP-
MENT 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 <26 USC 30A note> 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 American Samoa, and

"(B) elected the application of section 936 of the Internal Revenue Code of 1986 for its last taxable year be-
ginning before January 1, 2006, and

"(2) in the case of a taxable year beginning after December 31, 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:

"(e) Qualified Production Activities Income Requirement.--A corporation meets the requirement of this subsection
if such corporation has qualified production activities income, as defined in subsection (c) of section 199 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 (c), 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 striking "shall apply" and all that follows and inserting "shall apply--

"(1) in the case of a corporation that meets the requirements 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)(2), to the first 2 taxable years of such corporation which begin after December 31, 2011, and before January 1,
2014.".

(c) <26 USC 30A note> Effective Date.--The amendments made by this section shall apply to taxable years begin-
ning after December 31, 2011.

[*331] Sec. 331. EXTENSION AND MODIFICATION OF BONUS DEPRECIATION.
(@) In General.--Paragraph (2) of section 168(k) is amended--
(1) by striking "January 1, 2014" in subparagraph (A)(iv) and inserting "January 1, 2015", and
(2) by striking "January 1, 2013" each place it appears and inserting "January 1, 2014".

[**2336] (b) <26 USC 460> Special Rule for Federal Long-Term Contracts.--Clause (ii) of section 460(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 168(k)(2)(B))" before the period.

(c) Extension of Election To Accelerate the AMT Credit in Lieu of Bonus Depreciation.--
(2) In general.-- Subclause (1) of section 168(k)(4)(D)(iii) is amended by striking "2013" and inserting "2014".

(2) Round 3 extension property.-- Paragraph (4) of section 168(k) is amended by adding at the end the following
new subparagraph:

"(J) Special rules for round 3 extension property.--
"(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 (B)(i) thereof, and

(1) the business credit increase amount under subparagraph (E)(iii) thereof.
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"(ii) Taxpayers previously electing acceleration.--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 sub-
paragraph (H)(ii) 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, but

"(11) if the taxpayer does not make the election under subclause (1), in applying this paragraph to the tax-
payer the bonus depreciation amount, maximum amount, and maximum increase amount shall be computed and applied
to eligible qualified property which is round 3 extension property. The amounts described in subclause (1) shall be
computed separately from any amounts computed with respect to eligible qualified property which is not round 3 exten-
sion property.

"(iii) Taxpayers not previously electing acceleration.--In the case of a taxpayer who neither made the elec-
tion under subparagraph (A) for its first taxable year ending after March 31, 2008, nor made the election under subpara-
graph (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--

"(1) the taxpayer may elect to have this paragraph apply to its first taxable year ending after December 31,
2012, and each subsequent taxable year, and

"(11) if the taxpayer makes the election under subclause (1), this paragraph shall only apply to [**2337]
eligible qualified property which is round 3 extension property.

"(iv) Round 3 extension property.--For purposes of this subparagraph, the term 'round 3 extension property'
means property which is eligible qualified property 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 the American 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(i)(9)(A) is amended by inserting "(respecting all
elections made <26 USC 168> 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 " Jan-
uary 1, 2014".

(2) The heading for clause (ii) of section 168(k)(2)(B) is amended by striking "pre-January 1, 2013" and insert-
ing "pre-January 1, 2014".

(3) Subparagraph (C) of section 168(n)(2) is amended by striking "January 1, 2013" and inserting "January 1,
2014",

(4) Subparagraph (D) of section 1400L(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".

(f) <26 USC 168 note> 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
[*401] Sec. 401. EXTENSION OF CREDIT FOR ENERGY-EFFICIENT EXISTING HOMES.

(@) In General.--Paragraph (2) of section 25C(g) is amended by striking "December 31, 2011" and inserting "De-
cember 31, 2013".

(b) <26 USC 25C note> Effective Date.--The amendment made by this section shall apply to property placed in
service after December 31, 2011.
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[*402] Sec. 402. EXTENSION OF CREDIT FOR ALTERNATIVE FUEL VEHICLE REFUELING PROPER-
TY.

(@) In General.--Paragraph (2) of section 30C(g) is amended by striking "December 31, 2011." and inserting "De-
cember 31, 2013".

(b) <26 USC 30C note> Effective Date.--The amendment made by this section shall apply to property placed in
service after December 31, 2011.

[*403] Sec. 403. EXTENSION OF CREDIT FOR 2- OR 3-WHEELED PLUG-IN ELECTRIC VEHICLES.
(@) In General.--Section 30D is amended by adding at the end the following new subsection:
"(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 [**2338] 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 subparagraph (A) shall be treated as a credit allowed under sub-
section (a).

"(2) Applicable amount.-- For purposes of paragraph (1), the applicable amount is an amount equal to the lesser
of--

"(A) 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 ve-
hicle' means any vehicle which--

"(A) has 2 or 3 wheels,

"(B) meets the requirements of subparagraphs (A), (B), (C), (E), and (F) of subsection (d)(1) (determined by
substituting ‘2.5 kilowatt hours' for '4 kilowatt hours' in subparagraph (F)(i)),

"(C) is manufactured primarily for use on public streets, roads, and highways,
"(D) is capable of achieving a speed of 45 miles per hour or greater, and
"(E) is acquired after December 31, 2011, and before January 1, 2014.".
(b) Conforming Amendments.--
(1) No double benefit.-- Paragraph (2) of section 30D(f) 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 (a)" and inserting "allowed under such subsection".

(2) <26 USC 30D> Air quality and safety standards.-- Section 30D(f)(7) is amended by striking "motor vehicle"
and inserting "vehicle".

(c) <26 USC 30D note> Effective Date.--The amendments made by this section shall apply to vehicles acquired af-
ter December 31, 2011.

[*404] Sec. 404. EXTENSION AND MODIFICATION OF CELLULOSIC BIOFUEL PRODUCER CREDIT.
(a) Extension.--
(1) In general.-- Subparagraph (H) of section 40(b)(6) is amended to read as follows:
"(H) Application of paragraph.--
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"(i) In general.--This paragraph shall apply with respect to qualified cellulosic biofuel production after De-
cember 31, 2008, and before January 1, 2014.

"(ii) No carryover to certain years after expiration.--1f this paragraph ceases to apply for any period by rea-
son 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)(6)(H)".

(3) <26 USC 40 note> Effective date.-- The amendments made by this subsection shall take effect as if included
in section 15321(b) of the Heartland, Habitat, and Horticulture Act of 2008.

(b) Algae Treated as a Qualified Feedstock.--
[**2339] (1) <26 USC 40> In general.-- Subclause (1) of section 40(b)(6)(E)(i) is amended to read as follows:
"(1) is derived by, or from, 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), (1), and (J), respectively, and by insert-
ing after subparagraph (E) the following new subparagraphs:

"(F) Qualified feedstock.--For purposes of this paragraph, the term ‘qualified feedstock’ means--
"(i) any lignocellulosic or hemicellulosic matter that is available on a renewable or recurring basis, and
"(ii) any cultivated algae, cyanobacteria, or lemna.

"(G) Special rules for algae.--In the case of fuel which is derived by, or from, feedstock described in subpara-
graph (F)(ii) 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 (E)(i)(11) and the refined fuel is not excluded under subparagraph (E)(iii)--

"(i) such sale shall be treated as described in subparagraph (C)(i),

"(ii) such fuel shall be treated as meeting the requirements of subparagraph (E)(i)(I1) and as not being ex-
cluded 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 into 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",

(i) by striking "Cellulosic" in the headings of subsections (b)(6), (b)(6)(E), and (d)(3)(D) and inserting
"Second generation", and

(iii) by striking "cellulosic" in the headings of subsections (b)(6)(C), (b)(6)(D), (b)(6)(H), (d)(6), and (e)(3)
and inserting "second generation".

(B) Clause (ii) of section 40(b)(6)(E) is amended by striking "Such term shall not" and inserting "The term
'second generation biofuel' shall not".

(C) Paragraph (1) of section 4101(a) is amended by striking "cellulosic biofuel" and inserting "second genera-
tion biofuel".

(4) <26 USC 40 note> Effective date.-- The amendments made by this subsection shall apply to fuels sold or
used after the date of the enactment of this Act.

[*405] [**2340] Sec. 405. EXTENSION OF INCENTIVES FOR BIODIESEL AND RENEWABLE DIESEL.

(a) Credits for Biodiesel and Renewable Diesel Used as Fuel.--Subsection (g) of section 40A <26 USC 40A> is
amended by striking "December 31, 2011" and inserting "December 31, 2013".

(b) Excise Tax Credits and Outlay Payments for Biodiesel and Renewable Diesel Fuel Mixtures.--
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(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 "Decem-
ber 31, 2013".

(c) <26 USC 40A note> Effective Date.--The amendments made by this section shall apply to fuel sold or used af-
ter December 31, 2011.

[*406] Sec. 406. EXTENSION OF PRODUCTION CREDIT FOR INDIAN COAL FACILITIES PLACED IN
SERVICE BEFORE 20009.

(@) 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) <26 USC 45 note> Effective Date.--The amendment made by this section shall apply to coal produced after
December 31, 2012.

[*407] Sec. 407. EXTENSION AND MODIFICATION OF CREDITS WITH RESPECT TO FACILITIES
PRODUCING ENERGY FROM CERTAIN RENEWABLE RESOURCES.

(a) Production Tax Credit.--

(1) Extension for wind facilities.-- Paragraph (1) of section 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.S.C. 6903)".

(3) Modification to definition of qualified facility.----

(A) In general.--The following provisions of section 45(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).
(iii) Paragraph (3)(A)(i)(I).
(iv) Paragraph (6).

(v) Paragraph (7).

(vi) Paragraph (9)(B).

(vii) Paragraph (11)(B).

(B) Certain closed-loop biomass facilities.--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.".

[**2341] (C) Certain open-loop biomass facilities.--Clause (ii) of section 45(d)(3)(A) <26 USC 45> is
amended by striking "is originally placed in service" and inserting "the construction of which begins".

(D) Geothermal facilities.--

(i) In general.--Paragraph (4) of section 45(d) is amended by striking "and before January 1, 2014" and all
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 before January 1, 2014.
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Such term shall not include any property described in section 48(a)(3) the basis of which is taken into account by
the taxpayer for purposes of determining the energy credit under section 48.".

(E) Incremental hydropower production.--Paragraph (9) of section 45(d) is amended--

(i) by redesignating subparagraphs (A) and (B), as amended by subparagraph (A), as clauses (i) and (ii), re-
spectively, and by moving such clauses (as so redesignated) 2 ems to the right,

(ii) 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 subparagraph (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 begins
before such date.".

(b) Extension of Election to Treat Qualified Facilities as Energy Property.--Subparagraph (C) of section 48(a)(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 construction of which begins before January 1, 2014, and
"(iii) with respect to which--
"(1) no credit has been allowed under section 45, and
"(I1) the taxpayer makes an irrevocable election to have this paragraph apply.".
(c) Technical Corrections.--
(1) Subparagraph (D) of section 48(a)(5) is amended--
(A) by striking "and" at the end of clause (i)(11),
(B) by striking the period at the end of clause (ii) and inserting a comma, and
(C) by adding at the end the following new clauses:
[**2342] "(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 Rein-
vestment Act of 2009 <26 USC 48 note> are each amended by striking "placed in service" and inserting "originally
placed in service by such person".

(d) <26 USC 45 note> Effective Dates.--

(2) 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.

[*408] Sec. 408. EXTENSION OF CREDIT FOR ENERGY-EFFICIENT NEW HOMES.
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(a) <26 USC 45L> In General.--Subsection (g) of section 45L is amended by striking "December 31, 2011" and in-
serting "December 31, 2013".

(b) Energy Savings Requirements.--Clause (i) of section 45L(c)(1)(A) 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 sec-
tion"and inserting 2006 International Energy Conservation Code, as such Code (including supplements) is in effect on
January 1, 2006".

(c) <26 USC 45L note> Effective Date.--The amendments made by this section shall apply to homes acquired after
December 31, 2011.

[*409] Sec. 409. EXTENSION OF CREDIT FOR ENERGY-EFFICIENT APPLIANCES.

(@) 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) Provisions Specified.--The provisions of section 45M(b) specified in this subsection are subparagraph (C) of
paragraph (1) and subparagraph (E) of paragraph (2).

(c) <26 USC 45M note> Effective Date.--The amendments made by this section shall apply to appliances produced
after December 31, 2011.

[*410] Sec. 410. EXTENSION AND MODIFICATION OF SPECIAL ALLOWANCE FOR CELLULOSIC
BIOFUEL PLANT PROPERTY.

(a) Extension.--

(1) In general.-- Subparagraph (D) of section 168(1)(2) is amended by striking "January 1, 2013" and inserting
"January 1, 2014".

(2) <26 USC 168 note> Effective date.-- The amendment made by this subsection shall apply to property placed
in service after December 31, 2012.

(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 cellulosic bio-
fuel™ and [**2343] inserting "solely to produce second generation biofuel (as defined in section 40(b)(6)(E))".

(2) <26 USC 168> Conforming amendments.-- Subsection (I) of section 168, as amended by subsection (a), is
amended--

(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 paragraphs (4) through (8) as paragraphs (3) through (7), re-
spectively,

(C) by striking " Cellulosic" in the heading of such subsection and inserting " Second Generation", and
(D) by striking "cellulosic” in the heading of paragraph (2) and inserting "second generation".

(3) <26 USC 168 note> Effective date.-- The amendments made by this subsection shall apply to property
placed in service after the date of the enactment of this Act.

[*411] Sec. 411. EXTENSION OF SPECIAL RULE FOR SALES OR DISPOSITIONS TO IMPLEMENT
FERC OR STATE ELECTRIC RESTRUCTURING POLICY FOR QUALIFIED ELECTRIC UTILITIES.

(@) In General.--Paragraph (3) of section 451(i) is amended by striking "January 1, 2012" and inserting "January 1,
2014".

(b) <26 USC 451 note> Effective Date.--The amendment made by this section shall apply to dispositions after De-
cember 31, 2011.

[*412] Sec. 412. EXTENSION OF ALTERNATIVE FUELS EXCISE TAX CREDITS.
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(@) In General.--Sections 6426(d)(5) and 6426(e)(3) are each amended by striking "December 31, 2011" and insert-
ing "December 31, 2013".

(b) Outlay Payments for Alternative Fuels.--Paragraph (6) of section 6427(e) is amended--
(1) in subparagraph (C)--

(A) by striking "or alternative fuel mixture (as defined in subsection (d)(2) or (€)(3) of section 6426)" and in-
serting "(as defined in section 6426(d)(2))", and

(B) by striking "December 31, 2011, and" and inserting "December 31, 2013,",
(2) in subparagraph (D)--
(A) by striking "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, 2011.".
(c) <26 USC 6426 note> Effective Date.--The amendments made by this section shall apply to fuel sold or used af-
ter December 31, 2011.
TITLE V--UNEMPLOYMENT
[*501] Sec.501. EXTENSION OF EMERGENCY UNEMPLOYMENT COMPENSATION PROGRAM.

(a) Extension.--Section 4007(a)(2) of the Supplemental Appropriations Act, 2008 (Public Law 110-252; 26 U.S.C.
3304 note) is amended by striking "January 2, 2013" and inserting "January 1, 2014".

[**2344] (b) Funding.--Section 4004(e)(1) of the Supplemental Appropriations Act, 2008 (Public Law 110-252;
26 U.S.C. 3304 note) is amended--

(1) in subparagraph (H), by striking "and" at the end; and
(2) by inserting after subparagraph (I) the following:
"(J) the amendments made by section 501(a) of the American Taxpayer Relief Act of 2012;".

(c) <26 USC 3304 note> Effective Date.--The amendments made by this section shall take effect as if included in
the enactment of the Unemployment Benefits Extension Act of 2012 (Public Law 112-96)

[*502] Sec.502. TEMPORARY EXTENSION OF EXTENDED BENEFIT PROVISIONS.

(@) 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 inserting "December 31, 2013"; and
(2) in subsection (c), by striking "June 30, 2013" and inserting "June 30, 2014".

(b) Extension of Matching for States With No Waiting Week.--Section 5 of the Unemployment Compensation Ex-
tension Act of 2008 (Public Law 110-449; 26 U.S.C. 3304 note) is amended by striking "June 30, 2013" and inserting
"June 30, 2014".

(c) 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) <26 USC 3304 note> Effective Date.--The amendments made by this section shall take effect as if included in
the enactment of the Unemployment Benefits Extension Act of 2012 (Public Law 112-96).
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[*503] Sec. 503. EXTENSION OF FUNDING FOR REEMPLOYMENT SERVICES AND REEMPLOYMENT
AND ELIGIBILITY ASSESSMENT ACTIVITIES.

(@) 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) <26 USC 3304 note> Effective Date.--The amendments made by this section shall take effect as if included in
the enactment of the Unemployment Benefits Extension Act of 2012 (Public Law 112-96).

[*504] Sec. 504. ADDITIONAL EXTENDED UNEMPLOYMENT BENEFITS UNDER THE RAILROAD
UNEMPLOYMENT INSURANCE ACT.

(a) Extension.--Section 2(c)(2)(D)(iii) of the Railroad Unemployment Insurance Act, as added by section 2006 of
the American Recovery and Reinvestment Act of 2009 (Public Law 111-5) and as amended by section 9 of the Worker,
Homeownership, and Business Assistance Act of 2009 (Public Law 111-92), section 505 of the Tax Relief, Unemploy-
ment Insurance Reauthorization, and Job Creation Act of 2010 (Public Law 111-312), section 202 of the Temporary
Payroll Tax Cut Continuation Act of 2011 (Public [**2345] 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".

(b) <45 USC 352 note> Clarification on Authority to Use Funds.--Funds appropriated under either the first or sec-
ond sentence of clause (iv) of section 2(c)(2)(D) of the Railroad Unemployment Insurance Act shall be available to
cover the cost of additional extended unemployment benefits provided under such section 2(c)(2)(D) by reason of the
amendments made by subsection (a) as well as to cover the cost of such benefits provided under such section
2(c)(2)(D), as in effect on the day before the date of enactment of this Act.

(c) Funding for Administration.--Out of any funds in the Treasury not otherwise appropriated, there are appropriat-
ed 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 amendments made by subsection (a), to remain available until expended.

TITLE VI--MEDICARE AND OTHER HEALTH EXTENSIONS

Subtitle A--Medicare Extensions
[*601] Sec.601. MEDICARE PHYSICIAN PAYMENT UPDATE.

(@) 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 following new paragraph:

"(14) Update for 2013.----

"(A) In general.--Subject to paragraphs (7)(B), (8)(B), (9)(B), (10)(B), (11)(B), (12)(B), and (13)(B), in lieu of
the update to the single conversion factor established in paragraph (1)(C) that would otherwise apply for 2013, the up-
date to the single conversion factor for such year shall be zero percent.

"(B) No effect on computation of conversion factor for 2014 and subsequent years.--The conversion factor
under this subsection shall be computed under paragraph (1)(A) for 2014 and subsequent years as if subparagraph (A)
had never applied.".

(b) Advancement of Clinical Data Registries To Improve the Quality of Health Care.--
(1) In general.-- Section 1848(m)(3) of the Social Security Act (42 U.S.C. 1395w-4(m)(3)) is amended--
(A) by redesignating subparagraph (D) as subparagraph (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 [**2346] an eligible professional as satisfactorily submitting data on quality
measures under subparagraph (A) if, in lieu of reporting measures under subsection (k)(2)(C), the eligible professional
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is satisfactorily participating, as determined by the Secretary, in a qualified clinical data registry (as described in sub-
paragraph (E)) for the year.

"(E) Qualified clinical data registry.--

"(i) In general.--The Secretary shall establish requirements for an entity to be considered a qualified 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.

"(ii) Considerations.--In establishing the requirements under clause (i), the Secretary shall consider whether
an entity--

"(I) has in place mechanisms for the transparency of data elements and specifications, risk models, and
measures;

"(11) requires the submission of data from participants with respect to multiple payers;
"(I11) provides timely performance reports to participants at the individual participant level; and
"(IV) supports quality improvement initiatives for participants.
"(iii) Measures.--With respect to measures used by a qualified clinical data registry--
"(I) sections 1890(b)(7) and 1890A(a) shall not apply; and

"(I1) measures endorsed by the entity with a contract with the Secretary under section 1890(a) may be
used.

"(iv) Consultation.--In carrying out this subparagraph, the Secretary shall consult with interested parties.

"(v) Determination.--The Secretary shall establish a process to determine whether or not an entity meets the
requirements established under clause (i). Such process may involve one or both of the following:

"(1) A determination by the Secretary.

"(I1) A designation by the Secretary of one or more independent organizations to make such determina-
tion.".

(2) GAO study and report on incorporating registry data into the Medicare program in order to improve quality
and efficiency.----

(A) Study.--The Comptroller General of the United States shall conduct a study on the potential of clinical da-
ta 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 technology in facilitating clinical data
registries and the use of data from such registries among private health insurers as well as other entities the Comptroller
General determines appropriate.

[**2347] (B) Report.--Not later than November 15, 2013, the Comptroller General of the United States shall
submit to Congress a report on the study conducted under subparagraph (A), together with recommendations for such
legislation and administrative action as the Comptroller General determines appropriate.

[*602] Sec. 602. WORK GEOGRAPHIC ADJUSTMENT.

Section 1848(e)(1)(E) of the Social Security Act (42 U.S.C. 1395w-4(e)(1)(E)) is amended by striking "before Jan-
uary 1, 2013" and inserting "before January 1, 2014".

[*603] Sec. 603. PAYMENT FOR OUTPATIENT THERAPY SERVICES.
(a) Extension.--Section 1833(g) of the Social Security Act (42 U.S.C. 1395I(g)) is amended--

(1) in paragraph (5)(A), 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 "December 31, 2013"; and
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(B) by inserting "or 2013" after "during 2012".

(b) Application of Therapy Cap to Therapy Furnished as Part of Outpatient Critical Access Hospital Ser-
vices.--Section 1833(g)(6) of the Social Security Act (42 U.S.C. 1395I(g)(6)), as amended by subsection (a), is amend-
ed--

(1) by striking "In applying" and inserting " (A) In applying"; and
(2) by adding at the end the following new subparagraph:

"(B) (i) With respect to outpatient therapy services furnished beginning on or after January 1, 2013, and before
January 1, 2014, for which payment is made under section 1834(g), the Secretary shall count toward the uniform dollar
limitations described in paragraphs (1) and (3) and the threshold described in paragraph (5)(C) the amount that would be
payable under this part if such services were paid under section 1834(k)(1)(B) instead of being paid under section
1834(g).

"(ii) Nothing in clause (i) shall be construed as changing the method of payment for outpatient therapy services un-
der section 1834(g).".

(c) Beneficiary Protections.--Section 1833(g)(5) of the Social Security Act (42 U.S.C. 1395I(g)(5)) is amended by
adding at the end the following new subparagraph:

"(D) With respect to services furnished on or after January 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) <42 USC 1395l note> Implementation.--Notwithstanding any other provision of law, the Secretary of Health
and Human Services may implement the provisions of, and the amendments made by, this section by program instruc-
tion or otherwise.

[*604] Sec. 604. AMBULANCE ADD-ON PAYMENTS.

(a) Ground Ambulance.--Section 1834(1)(13)(A) of the Social Security Act (42 U.S.C. 1395m(I)(13)(A)) is
amended--

(1) in the matter preceding clause (i), by striking "January 1, 2013" and inserting "January 1, 2014"; and

[**2348] (2) in each of clauses (i) and (ii), by striking "January 1, 2013" and inserting "January 1, 2014" each
place it appears.

(b) Air Ambulance.--Section 146(b)(1) of the Medicare Improvements for Patients and Providers Act of 2008 (Pub-
lic Law 110-275), as amended by sections 3105(b) and 10311 (b) of the Patient Protection and Affordable Care Act
(Public Law 111-148), section 106(b) of the Medicare and Medicaid Extenders Act of 2010 (Public Law 111-309), sec-
tion 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 <42 USC 1395m note> 2012 (Public Law 112-96), is amended by
striking "December 31, 2012" and inserting "June 30, 2013".

(c) Super Rural Ambulance.--Section 1834(1)(12)(A) of the Social Security Act (42 U.S.C. 1395m(I)(12)(A)) is
amended in the first sentence by striking "January 1, 2013" and inserting "January 1, 2014".

(d) Studies of Ambulance Costs.--

(2) In general.-- The Secretary of Health and Health and Human Services (in this subsection referred to as the
"Secretary™) 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 crit-
ical 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 all ambulance providers of ser-
vices and suppliers for potential use in examining the appropriateness 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(1)) and in preparing for future reform of such payment system.

(2) Components of one of the studies.-- In conducting the study under paragraph (1)(B), the Secretary shall--
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(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 sup-
pliers 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 services 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 administrative
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 (1)(B), together with recommendations for such legislation and administrative action
as the Secretary determines appropriate.

[*605] [**2349] Sec.605. EXTENSION OF MEDICARE INPATIENT HOSPITAL PAYMENT ADJUST-
MENT FOR LOW-VOLUME HOSPITALS.

Section 1886(d)(12) of the Social Security Act (42 U.S.C. 1395ww(d)(12)) is amended--
(2) in subparagraph (B), in the matter preceding clause (i), 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".
[*606] 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 U.S.C.
1395ww(d)(5)(G)) is amended--

(1) in clause (i), by striking "October 1, 2012" and inserting "October 1, 2013"; and
(2) in clause (ii)(I1), by striking "October 1, 2012" and inserting "October 1, 2013".
(b) Conforming Amendments.--

(1) Extension of target amount.-- Section 1886(b)(3)(D) of the Social Security Act (42 U.S.C.
1395ww(b)(3)(D)) 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 to decline reclassification.-- Section 13501(e)(2) of the Omnibus Budget Reconciliation
Act of 1993 (42 U.S.C. 1395ww note) is amended by striking "through fiscal year 2012" and inserting "through fiscal
year 2013".

[*607] 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(f)(1)) is amended by striking "2014" and in-
serting "2015".

[*608] Sec. 608. EXTENSION OF MEDICARE REASONABLE COST CONTRACTS.

Section 1876(h)(5)(C)(ii) of the Social Security Act (42 U.S.C. 1395mm(h)(5)(C)(ii)) is amended, in the matter
preceding subclause (1), by striking "January 1, 2013" and inserting "January 1, 2014",

[*609] Sec. 609. PERFORMANCE IMPROVEMENT.

(a) Extension of Funding for Contract With Consensus-based Entity Regarding Performance Measurement.--

229



DCMA Administrative Record for FY 2013 Furlough Appeals
Page 32
112 P.L. 240, *; 126 Stat. 2313, **;
2013 Enacted H.R. 8; 112 Enacted H.R. 8

(1) In general.-- Section 1890(d) of the Social Security Act (42 U.S.C. 1395aaa(d)) is amended by striking "fis-
cal years 2009 through 2012" and inserting "fiscal years 2009 through 2013".

(2) Revision to duties.-- Section 1890(b) of the Social Security Act (42 U.S.C. 1395aaa(b)) is amended by strik-
ing paragraph (4).

(b) Providing Data for Performance Improvement in a Timely Manner.--

(1) In general.-- The Secretary of Health and Human Services (in this subsection referred to as the "Secretary™)
shall [**2350] develop a strategy to provide data for performance improvement in a timely manner to applicable pro-
viders under the Medicare program under title XVI1I 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 pro-
gram.

(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 to utilization data, the provision of data that the Secretary determines would be useful to im-
prove 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 Services.
(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) based on the feedback submitted under subparagraph (A);
and

(i) not later than 18 months after the date of the enactment of this Act--
(1) submit such updated strategy to the relevant committees of Congress; and
(11) post such updated strategy on the website of the Centers for Medicare & Medicaid Services.
(5) GAO study and report on private sector information sharing activities.----

(A) Study.--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 les-
sons can be learned from those activities;

(i) 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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[**2351] (iii) what, if any, differences there are between the private sector and the Medicare program un-
der title XV11I of the Social Security Act (42 U.S.C. 1395 et seq.) in terms of sharing data; and

(iv) what, if any, barriers there are for the Centers for Medicare & Medicaid Services to sharing timely data
with applicable providers and recommendations to eliminate or reduce such barriers.

(B) 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 deter-
mines appropriate.

(6) Definitions.-- In this subsection:
(A) Applicable provider.--The term "applicable provider" 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(mm)(1))).

(ii) A hospital (as defined in section 1861(e) of such Act (42 U.S.C. 1395x(e))).
(iii) A physician (as defined in section 1861(r) of such Act (42 U.S.C. 1395x(I))).
(iv) Any other provider the Secretary determines should receive the information described in subsection (a).

(B) Performance improvement.--The term "performance improvement™ means improvements in quality, re-
ducing per capita costs, and other criteria the Secretary determines appropriate.

[*610] Sec. 610. EXTENSION OF FUNDING OUTREACH AND ASSISTANCE FOR LOW-INCOME PRO-
GRAMS.

(a) Additional Funding for State Health Insurance Programs.--Subsection (a)(1)(B) of section 119 of the Medicare
Improvements for Patients and Providers Act of 2008 (42 U.S.C. 1395b-3 note), as amended by section 3306 of the Pa-
tient 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:

"(iii) for fiscal year 2013, of $ 7,500,000.".

(b) Additional Funding for Area Agencies on Aging.--Subsection (b)(1)(B) of such section 119, as so 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 inserting "; and"; and
(3) 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)(1)(B) of such section 119, as so
amended, is amended--

(1) in clause (i), by striking "and" at the end;
[**2352] (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:
"(iii) 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;
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(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:
"(iii) for fiscal year 2013, of $ 5,000,000.".

Subtitle B--Other Health Extensions
[*621] Sec.621. EXTENSION OF THE QUALIFYING INDIVIDUAL (QI) PROGRAM.

(a) Extension.--Section 1902(a)(10)(E)(iv) of the Social Security Act (42 U.S.C. 1396a(a)(10)(E)(iv)) is amended
by striking "2012" and inserting "2013".

(b) Extending Total Amount Available for Allocation.--Section 1933(g) of such Act (42 U.S.C. 1396u-3(g)) is
amended--

(1) in paragraph (2)--
(A) in subparagraph (Q), 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 subparagraphs:

"'(S) for the period that begins on January 1, 2013, and ends on September 30, 2013, the total allocation
amount is $ 485,000,000; and

"(T) for the period that begins on October 1, 2013, and ends on December 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)".
[*622] Sec. 622. EXTENSION OF TRANSITIONAL MEDICAL ASSISTANCE (TMA).

Sections 1902(e)(1)(B) and 1925(f) of the Social Security Act (42 U.S.C. 1396a(e)(1)(B), 1396r-6(f)) are each
amended by striking "2012" and inserting "2013".

[*623] Sec. 623. EXTENSION OF MEDICAID AND CHIP EXPRESS LANE OPTION.

Section 1902(e)(13)(1) of the Social Security Act (42 U.S.C. 1396a(e)(13)(l)) is amended by striking "2013" and
inserting "2014".

[*624] Sec. 624. EXTENSION OF FAMILY-TO-FAMILY HEALTH INFORMATION CENTERS.

Section 501(c)(1)(A)(iii) of the Social Security Act (42 U.S.C. 701(c)(1)(A)(iii)) is amended by striking "2012" and
inserting "2013".

[*625] Sec. 625. EXTENSION OF SPECIAL DIABETES PROGRAM FOR TYPE | DIABETES AND FOR
INDIANS.

(a) Special Diabetes Programs for Type | Diabetes.--Section 330B(b)(2)(C) of the Public Health Service Act (42
U.S.C. 254¢-2(b)(2)(C)) is amended by striking "2013" and inserting "2014".

[**2353] (b) Special Diabetes Programs for Indians.--Section 330C(c)(2)(C) of the Public Health Service Act (42
U.S.C. 254c¢-3(c)(2)(C)) is amended by striking "2013" and inserting "2014".
Subtitle C--Other Health Provisions

[*631] Sec. 631. IPPS DOCUMENTATION AND CODING ADJUSTMENT FOR IMPLEMENTATION OF
MS-DRGS.

(@) 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 