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SUBJECT: Handling Budgetary Uncertainty in Fiscal Year 2013
Two sources of uncertainty are creating budgetary challenges for the Department of Defense
(DoD) in 2013. The first is the fact that the Department is operating under a Continuing Resolution
(CR) through at least March 27, 2013. Because most operating funding was planned to increase
from Fiscal Year (FY) 2012 to FY 2013, but is instead being held at FY 2012 levels under the CR,
funds will run short at current rates of expenditure if the CR continues through the end of the fiscal
year in its current form. The Secretary will continue to urge the Congress to enact appropriations
bills for FY 2013 . But if the CR were to be extended through the end of the fiscal year, it would
hinder our ability to maintain a ready force.
The second source of uncertainty is the potential sequestration recently deferred from
January 2, 2013 to March 1, 2013 by the American Taxpayer Relief Act of2012. The possibility of
sequestration occurring as late as the beginning of the sixth month of the fiscal year creates
significant additional uncertainty for the management of the Department.
Either of these problems, in isolation, would present serious budget execution challenges to
the Department, negatively impacting readiness and resulting in other undesirable outcomes. This
situation would be made even more challenging by the need to protect funds for wartime operations.

Near-Term Actions
Given the overall budgetary uncertainty faced by the Department, and in particular the
immediate operational issues presented by the CR, it is prudent to take certain steps now in order to
help avoid serious future problems. I therefore authorize all Defense Components to begin
implementing measures that will help mitigate our budget execution risks. For now, and to the
extent possible, any actions taken must be reversible at a later date in the event that Congress acts to
remove the risks I have described. The actions should be structured to minimize harmful effects on
our people and on operations and unit readiness.
Categories of approved actions are identified in Table 1. The authority to implement these
actions shall remain in effect until they are revoked in a subsequent memorandum from my office.
If Components believe they must take actions that go beyond the categories listed in Table 1, they
should present the options for my review and approval prior to their implementation.
Intensified Planning for Longer-Term Budgetary Uncertainty
Given the added challenge of a potential sequestration in March, we must also intensify
efforts to plan future actions that might be required should that happen. This planning does not
assume these unfortunate events will occur, only that we must be ready.
As they formulate draft plans, Components should follow the guidance that directs the
Department to take all possible steps to mitigate harmful effects associated with this budgetary
uncertainty and to maintain a strong defense. The details of the guidance are summarized below:
•

For the operating portions of the DoD budget:
o Exempt all military personnel funding from sequestration reductions, in accordance
with the decision made by the President in July 2012.
o Fully protect funding for wartime operations.
o Fully protect Wounded Warrior programs.
o To the extent feasible, protect programs most closely associated with the new
defense strategy.
o Reduce civilian workforce costs using the following actions (all subject to missioncritical exemptions, and appropriate consultation with union representatives
consistent with Executive Order 13522):
• Release temporary employees and do not renew term hires.
• Impose hiring freezes.
• Authorize voluntary separation incentives and voluntary early retirements to the
extent feasible.
• Consider the possibility of furloughs of up to 30 calendar days or 22
discontinuous workdays.
o To the extent feasible, protect family programs.
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o

•

To the extent feasible, protect funding most directly associated with readiness; focus
the necessary cuts on later deploying units.
For the investment portions of the DoD budget (procurement, RDT &E, construction):
o Protect investments funded in Overseas Contingency Operations if associated with
urgent operational needs.
o To the extent feasible, protect programs mostly closely associated with the new
defense strategy.
o Take prudent steps to minimize disruption and added costs (e.g., avoid penalties
associated with potential contract cancellations where feasible; prudently manage
construction projects funded with prior-year monies).

While we are hopeful of avoiding budgetary problems, draft Component plans should reflect
the possibility that we may have to operate under a year-long CR and that sequestration takes place.
Table 2 shows the types of information that should be included in the plans. Components should
submit these draft plans to the Under Secretary of Defense (Comptroller) by February 1, 2013. The
Under Secretary of Defense (Comptroller) will work with the Components to adjust this schedule if
changes are required due to the deadlines for the preparation of the FY 2014 President's Budget
submission.
I appreciate your patience as we work through these difficult budgetary times. The
Department will continue to do its best to resolve these budgetary uncertainties in a manner that
permits us to support our current defense strategy and maintain a strong defense.
If addressees have questions about this memorandum, they should direct them to the Under
Secretary ofDefense (Comptroller).

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

•
•
•

•
•
•
•
•

Freeze civilian hiring (with exceptions for mission-critical activities*).
Provide authority to terminate employment of temporary hires and to notify term employees
that their contracts will not be renewed (with exceptions for mission-critical activities and
when appropriate in terms of personnel timing*).
Reduce base operating funding.
Curtail travel, training, and conferences (all with exceptions for mission-critical activities*
including those required to maintain professional licensure or equivalent certifications).
Curtail facilities maintenance or Facilities Sustainment, Restoration, and Modernization
(FSRM) (with exceptions for mission-critical activities*).
o If necessary, services/agencies are authorized to fund FSRM at levels below current
guidance.
Curtail administrative expenses such as supply purchases, business IT, ceremonies, etc.
(with exceptions for mission-critical activities*).
Review contracts and studies for possible cost-savings.
Cancel 3rd and 4th quarter ship maintenance availabilities and aviation and ground depotlevel maintenance activities. Take this action no earlier than February 15, 2013.
Clear all R&D and production contracts and contract modifications that obligate more than
$500 million with the USD(AT&L) prior to award.
For Science and Technology accounts, provide the USD(AT&L) and the Assistant Secretary
of Defense (Research & Engineering) with an assessment of the impact that budgetary
uncertainty may have on meeting Departmental research priorities.

*Approvals will be granted by Component heads or by senior officials designated by the
Component head.
Components with personnel serving Combatant Commanders (COCOMs) must consult with the
COCOMs before implementing actions that affect them. Disputes will be brought to the attention
of the Chairman of the Joint Chiefs of Staff for further resolution.
Components receiving reimbursements should coordinate with customer before taking actions that
would affect the customer's mission.

Table 2. Information to Be Included in Draft Implementation Plans

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

•

•

For operating accounts, identify major actions to include, at a minimum:
o Extent of civilian hiring freezes; expected number of temps/terms released; expected
number, duration, and nature of furloughs.
o Reductions in flying hours, steaming days, vehicle miles, and other
operations/training/support activities that affect force readiness.
o Areas of budgets experiencing disproportionate cuts.
For investment accounts:
o Plans for large programs (ACAT lD and lC, and MAIS programs).
• Include major changes in unit buys, delays, etc.
o Significant changes in all joint programs.
Identify and prioritize any essential reprogramming actions with offsets.

