

Revised 4/29/2011


Guidance on Freeze
This document consolidates the guidance and requirements associated with the two-year salary freeze for site and facility management contractor employees.  It should be used by Office of Science (SC) Site Office and Integrated Support Center staff as a supplement to the responses provided through the “Questions and Answers” document distributed by the Office of Management (MA) and is applicable only to Office of Science (SC) site and facility management contractors.
· Effective date of the salary freeze at SC sites:
The freeze will affect salary cycles that commence during the period 1/1/11 to 12/31/11.  The table below provides the freeze effective date for each site:

	AMES
	7/1/11

	ANL
	3/1/11

	BNL
	1/1/11

	FNAL
	10/1/11

	LBNL
	10/1/11

	ORNL
	1/1/11

	PNNL
	1/1/11

	PPPL
	10/1/11

	SLAC
	9/1/11

	TJNAF
	3/1/11

	ORAU
	7/1/11


· FY11 salary actions
If the Laboratory’s FY2011 salary cycle began prior to 1/1/2011, increases that were not paid out at the beginning of the salary cycle may still be paid.
· Laboratory Director Reimbursement Policy actions – Phase II  (These are adjustment increases that apply to only a limited number of Laboratory Directors)
If the Laboratory’s FY2011 salary cycle began prior to 1/1/2011, Phase II actions may be paid out.

If the Laboratory’s FY2011 salary cycle is 1/1/2011 or later, and is, therefore, subject to the freeze, Phase II actions are also frozen.  They will be given after the freeze lifts.
· Compensation Increase Plans (CIPs)

CIPs will continue to be required during the freeze.  They will be used to determine the impact of the freeze on each laboratory’s market position and in establishing a baseline to prevent “catch up” after the freeze lifts.  Proposal packages may be streamlined to only require data supporting the calculation of market position and to document any changes made to the compensation program or methodology.

Proposals for Promotion/Adjustment funds described below should be submitted with the CIP.

If CIPs are not currently required under a contract, Contracting Officers should specifically request the relevant information for freeze monitoring purposes.

Please provide a copy of the approved CIP to Margo Triassi, SC-32, to monitor the impact of the freeze SC-wide.

· Promotion/Adjustment Funds under the Salary Freeze
The Promotion/Adjustment fund may not exceed 2.0% of the Compensation Increase Plan (CIP) payroll base, with 1.5% authorized for the Adjustment portion of the fund and 0.5% authorized for Promotions.  This authorization satisfies the requirement of the 12/17/10 memo from Patrick Ferraro, to Heads of Contracting Activity (HCAs) and Procurement Directors, “Freeze on Management and Operating and Other Major Site and Facility Management Contractor Salaries”, for HCA concurrence on the use of the Promotion/Adjustment fund under the freeze.  Therefore, specific proposals from the contractors are not required. 

Quarterly reports are required on Promotion/Adjustment fund expenditures.  Contractors should be requested to reflect expenditures on the “Salary-Wage Increase Expenditure Report” form (DOE F 350.1), and provide an addendum identifying the types of actions taken, purpose, and cost of each action.  Reports are to be submitted to George Malosh, through Devon Streit, SC-32, on 1/15, 4/15, 7/15, and 11/15, beginning 4/15/11.  
· Non-Base Pay(Variable Pay)
Non-base pay is not subject to the freeze; however costs may not exceed the amount spent (rather than authorized) during the 2010 salary cycle.  This 2010 cap applies during both freeze years. If the freeze does not go into effect until a contractor’s 2012 salary cycle, the amount spent during the 2011 salary cycle is not subject to the cap.
Contracting Officers must establish the 2010 baseline and monitor non-base pay against the baseline throughout the freeze.  

· Collective Bargaining
Collective Bargaining Agreements that expire before or during the freeze are expected to be re-negotiated under bargaining parameters that reflect the freeze, in support of the Secretary’s call for “shared sacrifice”.  
SC recognizes that in the course of negotiations it may not be prudent for the contractor to sustain a “going-in” position that supports the freeze.   The Contracting Officer or ISC should notify Margo Triassi, SC-32, when informed that a contractor is considering a change to its position.
· Savings
Projects approved to use salary freeze savings are expected to be tracked by Contracting Officers to ensure savings are being utilized as intended.  The Contracting Officer is to require semi-annual reports on the amount of savings applied to each project and the project status.
Questions and Answers

1. Who is covered by the freeze?

Answer: All exempt and non-exempt (salaried, weekly and hourly) employees whose contracts include the provision allowing DOE to manage contractor increases. These include the national laboratories, other M&Os, and the major site and facility management contracts. This does not extend to employees who are covered by a collective bargaining agreement that already includes wage or benefit increases.

2. 
Are subcontractors affected?

Answer: No. Only prime contract employees are affected.

3. What salary increases are frozen?

Answer: All wage and salary increases except promotions and adjustments. The promotion and adjustment increases are limited to a pool of 0.5% of the applicable payroll pool attributable to the employees identified in question 1 above.

4. 
Can the M&Os/site and facility management contractors adjust their salary ranges even though they are not giving individual salary increases?

Answer: No.

5. 
Will M&Os and other major site and facility management contractors be allowed to receive catch-up increases in subsequent years?

Answer: No. They will be required to establish a FY-11 CIP baseline with the Contracting Officer to use as the basis for determining all future CIP changes and to ensure that FY-11 savings are maintained through the life of the contract.

6. 
Does the freeze extend to other benefits?
Answer: No. The freeze only applies to wage and salaries.

7. 
Are promotions frozen?
Answer: No, but total promotion increases may not exceed the 0.5% cap identified in question 3.
8. 
What is a promotion?

Answer: It represents a significant increase in job duties or a move to a higher job grade

9. 
Does the freeze extend to new hires?

Answer: New hire salaries are not considered salary increases and are outside the scope of the freeze.

10. 
Are wages covered under the Service Contract Act (SCA) exempted?

Answer: Employee wages covered by the SCA will be frozen unless the freeze would cause them to fall below the minimum allowable wage.

11. 
What about DOE labs that have already had pay increases this year?

Answer: For sites that have already approved and implemented increases, the freeze shall be effective for the next compensation cycle beginning between January 1, 2011, and December 31, 2011.  For example, DOE contractor employees who received pay increases in October 2010, will have their pay frozen beginning in October 2011 for the following two year periods.

12. 
Is this inconsistent with Administration plans to bolster funding for weapon labs in light of New Start treaty concerns? Won't you lose "best and brightest"?

Answer: The Administration is committed to modernizing our nuclear infrastructure and this decision should have no impact on that effort. We are confident our national labs, the country's crown jewels for leading research and development, will continue to attract and retain the nation's top scientists, and pursue some of the most important discoveries that will lead us into the 21st century.

13. 
What will you do with the costs that are avoided because of the freeze?

Answer: DOE and the Office of Management and Budget are currently reviewing how to utilize these savings.

14. 
Why doesn't the freeze extend to all DOE contracts?

Answer: The freeze is applicable to the vast bulk of DOE contractor employees. It is applicable to all DOE contracts that require DOE approval of their contractor's compensation increase plan or other merit increases reimbursed under the contract.

15. 
Are other agencies doing this too?

Answer: We are not aware of other agencies that are similarly situated, that is, that have this close relationship with their contractors that includes, as one facet, approval of compensation increases. We are not aware at this time of other agencies taking similar steps, however, DOE is taking what it believes to be the appropriate action.

16. 
Are there plans to freeze other lab benefits?

Answer: This freeze only extends to salaries and wages similarly to the federal employee

compensation freeze.

17.
The .5% promotion/special adjustment fund - Can we use some of the dollars in this fund, not spent for P/SA for "recruitment costs" to continue to attract top candidates (e.g., recruitment bonus)?

Answer: No. New hire salaries and recruitment bonuses are outside the scope of the freeze.

18.
Promotions and adjustments - Promotions and adjustments are 0.5%.  With NNSA contractors, promotions that were bid were not charged to the program and promotion budgets were smaller than those for labs who had to charge these kinds of promotions.  Are these kinds of promotions to be charged now?  Exemptions have never been charged, are they charged now?

Answer:  Yes, these promotions are to be charged now.  All promotions are subject to the 0.5% pool cap.

19.
In determining the promotion adjustment fund do we apply the .5% to the pay pool on 9/30/2010 or 9/30/2009?

Answer:  It should be applied to the payroll in effect on the last day of their 2010 pay cycle.  
20.
If a contractor previously (in FY11 CIP) requested only .3% for promotions and special adjustments, can it request an increase to the .5% limit to account for promotions not previously accounted for in the CIP pool? 
Answer:  Yes, with appropriate justification to include historical information to demonstrate the effect of these newly included actions on the pool.

21.
Market-referenced salaries - The M&Os have long sought to maintain competitive salaries that are referenced to their market.  Will the Department reconsider that freeze if the economy continues to recover, or the salaries at a site, in reference to their competitive market gets too far out of sync?

Answer:  It is the intention of the Department at this time to implement the freeze for a two-year period.

22.
Step Increases - Federal employees are still entitled to step increases.  If the contractor has an existing longevity-based “step increase” process will the contractor be entitled to reimbursement for pay increases based upon this process?

Answer: Yes.

23.
Timing – Some M&Os are making major changes to benefit packages (pension formula and retiree medical) and this means they will see significant retirements this coming year.  Withholding raises for individuals planning to retire this year has long term impact on their pension.  Normally one could say just work longer to compensate but that means they must retire under a different benefit arrangement.  This puts people in a very difficult situation.  Will there be any exceptions for those contractors who have been aggressive in managing their pension/benefit programs?

Answer: No exceptions are anticipated at this time.
24.
Timing - Technically some M&O compensation increase packages are effective December 31, 2010.  Can they take advantage of the one day difference and proceed with distributing the raises already planned (recognizing this means no base raises in 12 and 13)?  Will these contractors be allowed to proceed with the raises that were promised (recognizing this means no base raises in 12 and 13)?

Answer: No. If employees have not received pay checks reflecting the increase before the Secretary’s announcement was made the increases cannot be implemented for the FY11 CIP cycle.

25.
Timing – Will the previously communicated FY11 CIP approvals be rescinded?

Answer:  Yes.  CIP approvals that have not been implemented, meaning employees are currently not receiving pay increases, will be rescinded.

26.
Bargaining vs. Non Bargaining - A large concern we had in this year's CIP was the relationship between our hourly employees and our weekly Technicians.  Has the impact of the freeze on this relationship been considered?

Answer: The Department made a conscious choice not to attempt to change its reimbursement of wages paid pursuant to contractors’ existing collective bargaining agreements.
27.
Bargaining vs. Non Bargaining - Can you tell me the impact of the salary freeze on union contracts or contracts to be negotiated in 2011 and 2012?

Answer: The freeze does not affect collective bargaining agreement negotiations where DOE has previously approved the negotiating parameters and negotiations have begun.  New requests for approval of bargaining parameters will be handled per normal procedures.  

28.
Federal Pay Freeze -Has congress passed the bill for the feds to have a pay freeze?  Is it official?

Answer: Yes.  The freeze is contained in section 147 of Public Law 111-242, as amended.
29.
Lump Sum Payments - Can you tell me if lump sum payments in lieu of merit are allowable?

Answer: No, however, contractors may use variable pay pools for the purposes for which they were approved.

30.
Variable pay/non-base pool cap – Questions around how the pool is established to comply with the cap. Is the cap at the amount that was paid out in FY 2010?

Answer: Yes, the amount that was paid out in the 2010 CIP cycle constitutes the annual pool.

31
Students and Post Docs transitioning to permanent full-time employment have not been counted against the CIP.  Is this action considered a “promotion” and will the promotion be counted against the .5% cap?  Additionally, if they will be counted as a promotion can their salaries be included in the base against which the .5% will be applied?

Answer:  Post Docs and other students whose positions are converted to regular employment and who receive an increase in pay as a result are considered to be new hires. 
32.
What is being done with the “savings” in payroll? Will you consider allowing the contractors to apply it to the pension contribution requirements?

Answer:See Question 13.
33.
If the Federal pay freeze does not occur, will the Department rescind the contractor pay freeze?

Answer:  Not applicable now that the federal pay freeze has been enacted.
34
Are accretion of duties (job growth) considered promotions and treated as such?

Answer:  The contractor’s current written human resource policy and/or customary practice will determine when a promotion occurs.  Pay increases covered by the contractor’s promotion policy shall be charged to the promotion fund.

35.
Is reimbursement of executive salaries frozen at the FY 2010 level?

Answer: Yes. 

36. 
Are we permitted to utilize the non-chargeable promotion authorization approved 

during this period?

Answer: This is covered in question 18.
37. 
Our annual CIP analysis establishes our baseline each year. For CY13 are we allowed to 

pay on-market on-average (addressing Q&A #5)?

Answer: Contractors are required to maintain these savings after the freeze period ends.

38.  
If a contractor’s start rates are tied to its salary structure, can a contractor increase start rates based upon how it would have adjusted for CY11 or are these frozen as well?
Answer: Under the salary freeze, contractors are not authorized to increase their salary structure (salary ranges). However, start rates for new hires are not subject to the freeze.

39. 
Can the savings be used to make a pension contribution above the PPA required minimum amount?

Answer:  At this time the Department has not made any final decisions on the use of these savings; however, it is the general intent of the Department that these savings be used to further mission accomplishment. In those instances where Contractors believe that they have valid cost savings/programmatic justification for using the savings for advance payments for defined benefit pension contributions, these contractors may present  their request to the cognizant CO with an analysis that shows the benefit(s) of making a contribution above the PPA required minimum amount including the impact on future contributions. 
40.  
How are summer hires/students (grad and undergrad) to be treated?

Answer:  Those currently employed are treated as any other current employee.  New summer hires/student hires are to be treated as new employees.

41.  
How are post-doctoral personnel to be treated when hired as permanent employees?

Answer: As new employees.

42.  
Can we change the semantic to “cost avoidance” rather than “cost savings”? 

Answer:  As stated in the question, it is a matter of semantics, however the use of the term “savings” has been utilized and is the commonly accepted description.  

43.  
Are employees who have a portion of their salary reimbursed by other entities (e.g. universities) to be treated differently?

Answer:  No, the freeze applies to that portion of the salary reimbursed by DOE.

44.  
Is an extension on the January 5th data submission deadline possible?

Answer: No.

45. 
We have graduate students, working on their PHD who throughout the year successfully defend their dissertation and fill posted positions as a Post Doc. They then convert from a student to a post doc and typically receive a non-chargeable increase.   It is important to note that these individuals are not normally included in our salary base. They are typically on a term status for up to 3 years as a post doc.  Should these individuals be charged against the promotion fund?

Answer: They are not chargeable to the promotion fund.

46.  
What are the details of the federal employee freeze?

Answer: Details may be found in Section 7 of the Continuing Resolution located at http://www.gpo.gov/fdsys/pkg/BILLS-111hr3082as/pdf/BILLS-111hr3082as.pdf.
47. 
To whom should we send our completed template?  We heard that the deadline is now the 6th - is this correct?

Answer: The savings template is due by Jan 5th and the potential use of savings template is due Jan 6th.  In NNSA send the templates to CHRgroup@doeal.gov.  EM responses should be sent to john.hubbard@em.doe.gov.  Office of Science responses should be submitted to Kathleen.klausing@science.doe.gov.  Applied Lab responses should be submitted to Colin.Mccormick@hq.doe.gov.  All submissions to the above points of contact and any others should cc Robert.Myers@hq.doe.gov and mike.leonard@hq.doe.gov.

48. 
We would like to communicate more details to our employees.  The "final Qs/As" are not on letterhead or signed - will we be getting a formal document?

Answer: The initial set of questions were attached to the official "formal" document.  Updates will be sent out by email.

49. 
The guidance states that variable pay is limited to what was paid out in '10.  As you know, we had authorization for our variable pay program but did not pay out.  I'm assuming there will not be a problem implementing our variable pay program this year.  Correct? 

Answer: See question #30.  It is the amount paid out rather than approved that is the ceiling for FY11 & FY12. 

50. 
We have an apprentice program for Machinists. They received a step increase every 6 months as they progress through their training to journeyman.  Would also expect that these increases would be non-chargeable?

Answer: See question #22 regarding longevity based increases.  

The following were issued 4/28/2011 by MA and supersede related responses above:
Discussion between DOE Lab Directors and Ingrid Kolb April 8, 2011 

Re: Approved 1.5% Increase in Special Adjustment or Compensation Increase Plan

Is the increase for special adjustments, promotions, or merit?

The 1.5% salary increase is for the special adjustment portion of the Promotion/Special Adjustment Fund (PSA Fund)and is to establish parity between those Federal employees who receive step increases (General Schedule employees and not executives) and those M&O contractor  employees who do not (note the Key Personnel are generally not included in a contractor’s CIP and, therefore are not included in the PSA Fund).    The approved increase for DOE contractors  will allow them to provide special adjustments, which are salary increases for any reason other than  merit or promotion, for the CIP eligible population to help offset the disparity with Federal employees.   DOE contractors (in consultation with their Contracting Officer) have the discretion on how to distribute the additional allocation. 

How many Federal employees get step increases?

Approximately 32% of  Federal employees receive annual step increases. 

What is the process for implementing the increases at the contractor sites?

Instructions have been provided to all procurement and contracting officers to ensure that they all have consistent information.  Contractors  should  work with their contracting officers to determine if a revised CIP is necessary or not.

What is meant by the “lower of” in the email that approves the increase? (“a 1.5% increase in each contractor's special adjustment fund, or their approved compensation increase plan amount, whichever is lower”).
For contractors that had an approved FY11 CIP for merit less than 1.5%, the amount of the approved salary increase for those contractors will be at their approved CIP for merit.  So for instance, if a contractor received approval for an FY11 merit increase of 1.3% that contractor would be required to go with the lesser amount (i.e., 1.3%).

How will this change the savings that were to come from the salary freeze and the proposals submitted by  to allocate those savings to energy efficiency initiatves?

The DOE Chief Financial Officer is working with the Under Secretaries to adjust the  salary savings based on the new 1.5% approved increase. 

What should we be anticipating next year, something similar to this model and therefore asking for CIP that is similar to this model?

Contractors should expect to apply the 1.5% increase in the special adjustment portion of the Promotion/Special Adjustment Fund for the years the salary freeze is in effect. 

How shall DOE contractors distribute the 1.5% salary increase to employees?

The 1.5% salary increase is to be used for special adjustments and not promotions.  The remaining .5% of the promotion/special adjustment fund may be used only for promotions.  DOE contractors have discretion in determining which employees will receive the salary increase.  Keep in mind, the increase will be retroactive to the start of FY11 (or to the start of the pay cycle subject to the freeze, if applicable), therefore, contractors should carefully decide how the increases should be applied.

