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UNDER SECRETARY OF THE AIR FORCE
WASHINGTON

FEB 1 203

MEMORANDUM FOR UNDER SECRETARY OF DEFENSE (COMPTROLLER)

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

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

Near Term Actions and Impacts

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

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

b. Cancel non-mission critical temporary duties (TDYs): Commanders are reviewing TDY,
such as attendance at or hosting of conferences and symposia (including functional
conferences), staff assistance visits and training seminars. Non-mission critical TDY's are
being canceled. Some eliminated TDY's (such as operational and compliance inspections)
translate into increased risk immediately to unit readiness that will compound over time.
For example, reducing professional military education and mission readiness training
TDYs by $53M would delay promotions for over 8,000 Airmen and drive loss of '
certification for Airmen in technical AFSC such as firefighters and EOD specialists. In
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addition to these impacts, a further reduction of $74M in travel funds leads to direct
operational impacts as well. For example, TDYAir Force support to COCOMs would be
reduced; leading to SOUTHCOM’s inability to provide maritime monitoring for
counterdrug detection and interdiction. To the extent feasible, we will seek to protect
combat mission critical training TDY such as crew deployments to RED FLAG, however
we are already seeing indicators of strain on even these activities due to multiple
reductions to travel budgets.

c. Reduce MAJCOM and COCOMSs’ topline O&M budgets by approximately 10%: To

implement these near-term reductions, the commands are focusing their attention on
several areas.

1. All flying not d1rect1y related to readiness, such as air shows flyovers, and

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

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

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

3. Commands are also reviewing IT refresh and network support contracts; we expect
to see large scale reductions and purchase delays that may extend 1ndeﬁmtely

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

" NOBLE EAGLE alert missions.

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

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

d. Defer non-emergency Facility Sustainment, Restoration and Modernization (FSRM)
projects: We project this will yield a reduction of roughly 50% in spending, which will
magnify already substantial risk in infrastructure. Facilities and infrastructure will
degrade, as even mission critical Restoration & Modernization projects are delayed across
the Air Force. Additionally, these actions interrupt significant sustainment projects
including six runway/taxi projects, risking more costly repairs in the future. Deferrals in
the energy program directly result in slowing energy consumption reduction efforts. Due
to the magnitude of the projects deferred, the secondary and tertiary effects of reduced




economic impacts are being felt across many states and adds to the current bow-wave of
over $12B in requirements. We will provide you with a spreadsheet including further
detail on the impacted infrastructure investments, which include:

L.

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

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

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

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

" Post Sequestration Actions and Impacts

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

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

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

1.

2.

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

i. Bright Star, Talisman Saber, Commando Sling, Eager Tiger, Cope T1ger,

Cope West Northern Edge, and Vigilant Eagle.

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

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

Cancellatwn of some advanced training and weapons instructor courses
Cancellation of most flying participation in airshows, installation open
houses, tradeshows, and flyovers, to include the Thunderbirds and other
demonstration teams (we are working with sister servicesto synchronize
timing demonstration team stand-down). Cancelling these key outreach
“events impacts recruiting, and our opportunity to educate and inform the
public and other key stakeholders, to include partner nations. Over the
mid-to-long term, we risk relationship bulldmg with partners and losing
public support and advocacy.




4. Combat Air Forces (CAF) units supporting the prioritized missions listed above
(e.g. OEF, nuclear deterrence) will be kept mission ready; the remaining CAF
units, which represent the majority, will continue to execute unit level home
station training until depletion of flying hour funds, which could occur as early as
31 May 2013 in some units.

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

ii. Beginning 1 October 2013 (FY14) it is estimated to take six months for
many units to regain the current, sub-optimal readiness level, which will
require additional funding above the level that would be available in a
sequestered FY14 budget. If no additional funding is made available, we
do not currently have a solution for regaining readiness.

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

, critical Army rapid response capabilities.

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

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

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

. Air Force Working Capital Funds (AFWCEF): The AFWCF will experience immediate,

severe impacts caused by cuts in the Depot Maintenance and Flying Hour programs. As
of the end of December, the AFWCF cash balance was already critically low at just 2
days of cash. Cost control measures within the AFWCF activities over the remainder of
the FY13 will not sufficiently off-set projected revenue losses. Even minimal cutbacks in




planned depot orders and supply chain demand could push the cash balance below zero
and cause an Anti-Deficiency Act violation.

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

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

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

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

. potentially impacting military communications worldwide.

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

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

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

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

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




and continue to evaluate the prioritization of our modernization programs in the event
that reprogramming between programs is allowed.

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

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

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