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SEC. . MODIFICATION OF LIMITATION OF AUTHORIZED PERIOD OF
ACTIVE DUTY OF CERTAIN RESERVE COMPONENT GENERAL AND
FLAG OFFICERS.
Section 526(c)(2) of title 10, United States Code, is amended by striking “of not more
than 365 days” and inserting “not to exceed two years”.

[Please note: The “Changes to Existing Law’ section below sets out in red-line
format how the legislative text would amend existing law.]

Section-by-Section Analysis

This proposal would increase the opportunities available to reserve component general or
flag officers to gain broadening experiences in positions where 24 months is considered to be
optimal. Specifically, this proposal would amend section 526(c)(2) of title 10, United States
Code, to allow reserve component general or flag officers to serve on active duty for a period of
not more than two years without counting toward the strength limitations applicable to active
duty general officers under section 526(a) of title 10. This additional authority would provide
reserve component general and flag officers with enhanced opportunities for professional
development assignments at the Department of Defense (DoD) and with their respective
Services.

Existing law allows up to 10 percent of the reserve component general or flag officers for
each armed force to serve on active duty for a period of not more than 365 days without counting
toward the active duty strength limitations of section 526(a) of title 10. The proposal would only
modify the duration of the active duty period during which reserve component officers are
excluded from the active duty strength limitations of section 526(a) of title 10; that is, the
proposal would increase the maximum active duty period from 365 days to two years. The
proposal would not increase the total numbers of officers that may use the exclusion provided in
section 526(c)(2) of title 10, which is limited to 10 percent of the number of reserve component
general or flag officers authorized by section 12004 of title 10. Moreover, the proposal would
not modify the total numbers of reserve component general or flag officers that are authorized to
be in an active status pursuant to section 12004 of title 10.

To attain requisite competencies, the average duration for active duty general officer
assignments is normally between 24 and 36 months. Allowing a small percentage of reserve
component officers to serve in general or flag officer assignments for a period of up to two years
would provide these officers with crucial expertise in the operational and functional
competencies demanded of senior officers for success in the modern joint environment. In
addition to better preparing these officers for senior leadership positions, this increased
assignment length would benefit the commands in which the officers serve on active duty
because of the breadth and depth of experience of these officers during the second year of their
assignments. The additional flexibility will further assist DoD and the Services with meeting





their leadership and management needs, while providing broadening experiences for reserve
component general and flag officers.

The proposal would also improve efficiencies and reduce costs. Travel time, in
processing, out processing, and the use of leave results in the loss of nearly two months from a
typical reserve component officer’s 365-day assignment. A two-year assignment period reduces
the costs associated with moving two members to only one, and extending the professional
development period from 10 months to 21 months. Finally, this change would allow DoD and
the Services to better utilize reserve component officers within the standard, two-year
assignment scheduled for general officers.

Budget Implications: The proposal does not affect the authorized number of general officers
and would not result in increased resource requirements.

Section 12004 of title 10 authorizes the strengths of the Army (207), Air Force (157), Navy (48)
and Marine Corps (10) in reserve general officers in an active status, and the authorized strength
of the Navy in reserve officers in the grades of rear admiral (lower half) and rear admiral in an
active status. In accordance with Army Regulation 135-156, the United States Army Reserve is
authorized 115 and the Army National Guard is authorized 92 Army reserve component general
officers. As stated above, current law authorizes 10 percent of reserve component general or flag
officers authorized to serve on active duty; therefore, the Army Reserve and Army National
Guard are authorized 11 and 9 general officers, respectively. The resources reflected in the table
below are funded within the FY 2017 President’s Budget.

RESOURCE REQUIREMENTS ($SMILLIONS)

Service FY FY FY FY FY Appropriation | Budget Dfisr?e'l Program
2017 2018 2019 2020 2021 From Activity ltem Element

Army .

National | 16.762 | 16.139 | 16.434 | 16.712 | 17.080 | National Guard 080 | 0904901A

Personnel, Army

Guard

Army 15 1.8 15 1.8 15 Reserve 01 080 | 0532214A

Reserve Personnel, Army

Navy does not intend to use this authority, which would have been funded from the following account: Reserve
Personnel, Navy

Marine Corps does not intend to use this authority, which would have been funded from the following account:
Reserve Personnel, Marine Corps

Air National Guard does not intend to use this authority, which would have been funded from the following
account: National Guard Personnel, Air Force.

Air Force Reserve does not intend to use this authority, which would have been funded from the following
account: Reserve Personnel, Air Force.

Total | 18.262 | 17.939 | 17.934 | 18.512 | 18.580 | | | |

NUMBER OF PERSONNEL AFFECTED

Dash-1

Service FY FY FY FY FY | Appropriation | Budget Line Program
2017 | 2018 | 2019 | 2020 | 2021 From Activity ltem Element
Army National 4 5 4 5 4 National Guard 01 080 0904901A






Guard Personnel,
Army
Reserve
Army Reserve 5 6 5 6 5 Personnel, 01 080 0532214A
Army

Navy does not intend to use this authority, which would have been funded from the following account: Reserve
Personnel, Navy

Marine Corps does not intend to use this authority, which would have been funded from the following account:
Reserve Personnel, Marine Corps

Air National Guard does not intend to use this authority, which would have been funded from the following
account: National Guard Personnel, Air Force.

Air Force Reserve does not intend to use this authority, which would have been funded from the following
account: Reserve Personnel, Air Force.

Total 9 | 12 ] 9 [ 11 | 9 | | | |

Changes to Existing Law: This proposal would make the following change to section 526 of
title 10, United States Code:

TITLE 10, UNITED STATES CODE

* * * *

§ 526. Authorized strength: general and flag officers on active duty
(a) LimiTATIONS.—The number of general officers on active duty in the Army, Air Force,

and Marine Corps, and the number of flag officers on active duty in the Navy, may not exceed
the number specified for the armed force concerned as follows:

(1) For the Army, 231.

(2) For the Navy, 162.

(3) For the Air Force, 198.

(4) For the Marine Corps, 61.

(b) LIMITED EXCLUSION FOR JOINT DUTY REQUIREMENTS.—***

* * K Kk * k* *

(c) ExcLusION OF CERTAIN RESERVE OFFICERS.—

(1) The limitations of this section do not apply to a reserve component general or
flag officer who is on active duty for training or who is on active duty under a call or
order specifying a period of less than 180 days.

(2) The limitations of this section also do not apply to a number, as specified by
the Secretary of the military department concerned, of reserve component general or flag
officers authorized to serve on active duty for a period ef-ret-mere-than-365-days not to
exceed two years. The number so specified for an armed force may not exceed the
number equal to 10 percent of the authorized number of general or flag officers, as the
case may be, of that armed force under section 12004 of this title. In determining such
number, any fraction shall be rounded down to the next whole number, except that such
number shall be at least one.




http://www.law.cornell.edu/uscode/text/10/12004



(3) The limitations of this section do not apply to a reserve component general or
flag officer who is on active duty for a period in excess of 365 days but not to exceed
three years, except that the number of such officers from each reserve component who
are covered by this paragraph and not serving in a position that is a joint duty assignment
for purposes of chapter 38 of this title may not exceed 5 per component, unless
authorized by the Secretary of Defense.

* * * *
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SEC. . REVISION TO QUALITY ASSURANCE OF CERTIFICATION PROGRAMS

AND STANDARDS.

Section 2015(c) of title 10, United States Code, is amended—

(1) in paragraph (1), by striking “is accredited by an accreditation body that”
and all that follows and inserting “meets one of the requirements specified in
paragraph (2).”; and

(2) by striking paragraph (2) and inserting the following new paragraph:

“(2) The requirements for a credentialing program specified in this paragraph are
that the credentialing program—

“(A) is accredited by a nationally-recognized third-party personnel
certification program accreditor;

“(B)(i) is sought or accepted by employers within the industry or sector
involved as a recognized, preferred, or required credential for recruitment, screening,
hiring, retention, or advancement purposes; and

“(i1) where appropriate, is endorsed by a nationally-recognized trade
association or organization representing a significant part of the industry or sector;

“(C) grants licenses that are recognized by the Federal Government or a State
government; or

“(D) meets credential standards of a Federal agency.”.

Section-by-Section Analysis

The Secretaries of the Military Departments are concerned with overly restrictive
language in section 559 of the FY16 NDAA, which is intended to provide a minimum
requirement for Service credentialing programs. The restrictive language has the effect that less
than one-quarter of the credentials linked to enlisted military occupational specialties currently
meet the standards as written, thus severely limiting the number of valid credentials available to
Service members. Specifically, of the 1,226 unique credentials currently linked to enlisted





military occupational specialties, only 269 (22 percent) have been accredited by an accrediting
agency that meets the criteria now specified in legislation. Additionally, many commonly
recognized credentials would not be recognized under the current language. Excluded in current
language are both state and federal licenses that are required in order to practice in certain
occupations, such as those required by the Federal Aviation Administration (FAA) (i.e. air traffic
controller and airframe and powerplant mechanic), Federal Communications Commission (FCC)
(i.e. radio operators), and the U.S. Coast Guard (i.e. commercial maritime licenses). The current
language also excludes certifications that are widely recognized by industry or are recognized by
state licensing agencies for licensing purposes, such as those offered by the National Institute for
Automotive Service Excellence (ASE) (i.e. automotive mechanics), the American Registry for
Radiologic Technologists, and the majority of credentials endorsed by the National Association
of Manufacturers. This revision outlines five options for the Secretaries of the Departments
concerned to ensure the quality of certification programs meets one of several recognized
standards.

Budget Implications: This proposal has no budgetary impact as the Secretaries of the
Departments concerned already use one or several of the standards outlined in paragraph (2).

Changes to Existing Law: This proposal makes the following change to subsection (c) of
section 2015 of title 10, United States Code:

(c) QUALITY ASSURANCE OF CERTIFICATION PROGRAMS AND STANDARDS.—(1)
Commencing not later than three years after the date of the enactment of the National Defense
Authorization Act for Fiscal Year 2016, each Secretary concerned shall ensure that any
credentralrng program used in connectron wrth the program under subsectron (a) ts-aceredited-by

i meets one of the

(2) The requirements for a credentialing program specified in this paragraph are that the
credentialing program—






(A) is accredited by a nationally-recognized third-party personnel certification
program accreditor;

(B)(i) is sought or accepted by employers within the industry or sector involved as
a recognized, preferred, or required credential for recruitment, screening, hiring,
retention, or advancement purposes; and

(ii) where appropriate, is endorsed by a nationally-recognized trade association or
organization representing a significant part of the industry or sector;

(C) grants licenses that are recognized by the Federal Government or a State
government; or

(D) meets credential standards of a Federal agency.







SEC. . REDUCTION OF THE TEMPORARY DISABILITY RETIRED LIST
TENURE.
(a) ReEDuUCTION OF TENURE.—Section 1210 of title 10, United States Code, is
amended—
(1) in subsection (b), by striking “five years” and inserting “three years”; and
(2) in subsection (h), by striking “five years” and inserting “three years”.
(b) AppLICABILITY.—The amendments made by subsection (a) shall apply to
members of the Armed Forces whose names are placed on the temporary disability retired
list on or after January 1, 2017.

[Please note: The “Changes to Existing Law” section below sets out in red-line
format how the legislative text would amend existing law.]

Section-by-Section Analysis

This proposal would reduce the maximum tenure for Service members placed on the
Temporary Disability Retired List (TDRL), due to an injury or illness eligible for disability
retirement, from five years to three.

The TDRL was established under the Career Compensation Act of 1949 to allow for
temporary disability retirement pay and benefits for any Service member who would be eligible
for disability retirement benefits were it not for the fact that their disability was not of a
permanent and stable nature. The Act created the TDRL for the purpose of equitability
compensating Service members who were found unfit for duty for conditions that were expected
to become worse before it was stabilized or within five years of being found unfit whichever
came first. The Act limited the list to those veterans with illnesses that may have an impact on
civilian employment (total Department of Veterans Affairs Schedule for Rating Disabilities
(VASRD) equal to or greater than thirty percent). The Act provided that all Service members
would be evaluated at least once every 18 months to determine if their condition had improved or
deteriorated. If a Service member’s illness was determined to have deteriorated during a
periodic examination, they were not paid additional compensation until being placed on the
Permanent Disability Retired List (PDRL).

The TDRL evolved in 1986, when the law was amended to allow the Military
Departments to place individuals on the TDRL when their disabilities were permanent but their
medical condition was not considered stable. Under this criterion, a disability is considered not
stable if the medical evidence indicates its severity will probably change enough sometime
within the next five years to warrant an increase or decrease in the disability percentage rating.





A 2008 report by the Office of the Under Secretary of Defense (Personnel and Readiness)
entitled “The TDRL: An Assessment of its Continuing Utility and Future Role,” suggested that
the purpose of the TDRL had evolved into a vehicle to safeguard the interests of both Service
members and the Government against the negative impacts brought about by rendering a final
and permanent disability rating prematurely. A recent study of Service members placed on the
TDRL from 2008 to 2013 found that 60 percent of those evaluated experienced a change in their
final disability rating. In 30 percent of these cases, the severity of the Service member’s medical
condition worsened resulting in a higher final disability rating and an increased level of
compensation. In the other 30 percent, the severity of the Service member’s medical condition
improved resulting in a lower final disability rating and a decreased level of compensation.
Although the TDRL has also been viewed as an avenue to allow Service members whose
conditions sufficiently improve to return to duty, a recent Department of Defense (DoD) analysis
and a 2009 Government Accountability Office (GAO) study entitled "Military Disability
Retirement: Closer Monitoring Would Improve the Temporary Retirement Process™ (GAO-09-
289) indicated that only approximately one percent of all Service members placed on the TDRL
eventually return to military service.

Section 1642 of the National Defense Authorization Act for Fiscal Year 2008 (Public
Law 110-181) significantly changed the rating of certain illnesses traditionally resulting in
placement on the TDRL. This section mandated that Service members’ illnesses be rated in
accordance with the VASRD. Section 4.129 of the VASRD mandates a minimum rating of 50
percent for those illnesses due to a highly stressful event resulting in the Service members
release from Active Duty and that they be reevaluated within six months of discharge. Thus
Service members found unfit due to Post-Traumatic Stress (PTS), were required to be placed on
the TDRL, and reexamined within six months of discharge. These additional PTS cases, along
with an overall increase in the number of Service members requiring disability evaluation,
dramatically increased the inventory of TDRL cases, growing 35 percent (18,922 to 25,614)
from Fiscal Years (FYs) 2008 to 2013.

The Military Departments have reported that the increased inventory is taxing the
medical and administrative resources supporting both the TDRL program and the Integrated
Disability Evaluation System. DoD calculated that the annual cost to administer the TDRL was
$19.5 million for FY 2014 when factoring Physical Evaluation Board and Physical Evaluation
Board Liaison Officer Full Time Equivalents; TDRL examinations; record copying, printing,
faxing, and mailing via FedEx; and Service member travel for reevaluations. Managing the
TDRL consumes available work capacity from many of the same personnel charged with
executing the Integrated Disability Evaluation System thereby effectively increasing disability
processing timelines in each Military Department.

In addition, the Military Departments anecdotally report that Service members on the
TDRL are dissatisfied with the length and ambiguity of the process. Being on the TDRL may
limit a Service member’s ability to move forward with their life, often leading to a greater sense
of confusion and uncertainty and contributing to overall dissatisfaction.

This proposal would limit the maximum tenure of the TDRL to three years, thereby
reducing the administrative burden to the Military Departments for continued management of





TDRL, decreasing the associated inventory over time, and lowering the long term costs of the
program. In addition, those Service members on the TDRL would face a shorter maximum
period of uncertainty while still maintaining an opportunity for their disabilities to adjust to their
actual level of severity. Both the previously referenced 2008 DoD Report and 2009 GAO Report
(GAO-09-289) support the concept of reducing maximum TDRL tenure in order to ease the
burden to the Military Departments and Service members.

This proposal would shape the parameters of the TDRL to more closely match the
demographics of the current population. DoD performed an analysis of the average tenure of
Service members on TDRL, and found that the average TDRL case remains on the list for 30
months (2.5 years). Over seventy percent are removed from TDRL prior to 36 months (three
years), supporting the reduction of maximum tenure for this population. In its 2009 report, GAO
conducted analysis on those Service members remaining on TDRL longer than three years and
concluded that the majority of these cases did not experience a significant change in their final
rating during this time. A shorter maximum TDRL tenure would result in Service members
spending less time in a transitional state and a reduction in overall TDRL inventory while
maintaining the benefits provided by the current TDRL program.

This proposal would ease the Military Departments’ administrative burden by lessening
the amount of oversight required for TDRL cases. DoD found that based on the current average
TDRL tenure it would expect the current TDRL population to average 2.11 exams for non-PTS
cases and 2.56 for PTS cases over the length of their tenure if following the legislated
examination requirements (every 18 months, with PTS cases requiring the first exam within the
first six months and every 18 months thereafter). However, DoD found that in practice these
cases averaged only 1.05 exams for non-PTS and 1.04 for PTS over the length of their tenure,
highlighting the struggles the Military Departments face sufficiently managing their TDRL
populations and providing them with an opportunity to leave the program in a timely manner.
Coupled with additional efforts by the Military Departments to improve the efficiency of their
examination delivery, reduction of TDRL tenure should allow Service members the opportunity
to receive an evaluation and be removed from the TDRL at the earliest appropriate point.

Budget Implications: The budget table below identifies both discretionary resource changes
and mandatory savings across the Future Years Defense Program (FY 2017-2021) if maximum
TDRL tenure were reduced from five years to three. The resources reflected in the table below
are funded within the FY 2017 President's Budget.

Effect of Amendment to Section 1210 of title 10, United States Code (members on
TDRL). The proposed legislation would result in a total annual decrease of $7.8 million in FY
2017 to DoD discretionary funding with an additional decrease of $12.3 million in United States
Treasury outlays (PAYGO savings) in FY 2017. The decreases account for reduced
contributions (DoD) to and outlays (United States Treasury) from the Military Retirement Trust
Fund and Medicare-Eligible Retiree Health Care Fund. Within the Defense Health Program,
savings will accrue for TRICARE as a greater number of Service members and their dependents
will transition off of the TDRL to Separation or Return to Duty each year. In addition, costs will
accrue for the administrative infrastructure necessary to manage the TDRL and for the
performance of TDRL examinations as a greater number of Service members’ cases are






processed each year. Within the Military Departments’ Military Personnel Accounts, savings

will accrue for the reduced contributions to the Military Retirement Trust Fund. The reductions

are due to the decreased period of retired pay receipt for those who do not transition from the

TDRL to the PDRL and the decreased period of retire pay receipt at fifty percent for those who
do transition from the TDRL to the PDRL. In addition, costs will accrue for severance pay as a

greater number of Service members will transition from the TDRL to Separation each year.
Additional cost details are captured in the following tables.

RESOURCE REQUIREMENTS ($Million)

FY 2017 | FY 2018 | FY 2019 | FY 2020 | FY 2021 | Appropriation From | Budget | Dash-1| Program
Activity | Line | Element
Item
DHP 1.8749 1.9238 1.9737 | 2.0246 | 2.0765 Defense Health 01 010 0807723
Program
Army | (3.5384) | (3.5820) | (3.6806) | (3.8302) | (3.9904) | Military Personnel, 01, 02 10/65 | 0910100A
Army;
Reserve Personnel, 01 90
Army;
National Guard 01 90
Personnel, Army*
Navy | (2.4309) | (2.4595) | (2.5136) | (2.5955) | (2.6831) | Miilitary Personnel, 01,02 10 | 0910100N
Navy;
Reserve Personnel, 01 65, 90
Navy"
Marine | (0.7153) | (0.7249) | (0.7476) | (0.7847) | (0.8246) | Military Personnel 01,02 10 | 0910100M
Corps Marine Corps
Military Personnel 01 65,
Marine Corps’ 90
AF (3.0013) | (3.0360) | (3.1020) | (3.1995) | (3.3035) | Military Personnel, 01,02 10/65 | 0910100F
Air Force;
Reserve Personnel, 01 90
Air Force;
National Guard 01 90
Personnel, Air Force!
Total | (7.8111) | (7.8785) | (8.0701) | (8.3853) | (8.7252)
UST® |[(12.3371)(12.4605) | (12.5851) | (12.7110) | (12.8381)

Notes:

1. Values include all components (AD, Reserve, and Guard).
2. US Treasury outlays.

The personnel table below provides the average annual number of Service members per
year entering the TDRL, the annual percentage transitioning from the TDRL to the PDRL, and

the annual percentage transitioning off of the TDRL due to a disposition of Separation or Return






to Duty. These averages were computed based on analysis conducted by the Office of the
Secretary of Defense, Office of Warrior Care Policy on the Military Departments’ Integrated
Disability Evaluation System population forecasts for FYs 2014 to 2018 and on the Army
Service members moving onto and off of the TDRL for FY's 2008 to 2013 under both the legacy
Disability Evaluation System and the Integrated Disability Evaluation System processes.

NUMBER OF PERSONNEL AFFECTED
Service members entering TDRL 5503
Transitioning from TDRL to PDRL 73.6%

Transitioning off of TDRL 7.6%

Total estimated discretionary savings over the Future Years Defense Program (FY 2017-
2021) for the DoD are $40.9 million and mandatory savings resulting from reduced United States
Treasury Outlays are $62.9 million over the same period.

Utilizing Army data for Service members moving onto and off of the TDRL for FYs
2008 to 2013, share ratios, as a percent of the total population, were computed by initial
disability rating upon entry to the TDRL. Additional ratios were created for the sub-populations
transitioning from the TDRL to the PDRL, the TDRL to Separation, and the TDRL to Return to
Duty. For those transitioning to the PDRL, these ratios were for both initial and final ratings.

Additional cost data were collected on the average number of dependents per Service
member by Military Department, the average annual cost of TRICARE for retirees and their
dependents, the average cost of TDRL examinations, the average cost per Service member for
travel to TDRL examinations, and the average annual costs of additional TDRL administrative
efforts (copying, printing, mailing, etc.).

Military Pay tables for 2012, 2013, and 2014 were used to compute a 36 month average
monthly pay, known as High-3, to be used in retired pay computations. The 2014 Military Pay
table was also used to compute severance pay.

Inflation rates for military pay, civilian pay, TDRL examinations, TRICARE, and
Defense Health Program Non-Pay, Non-Fuel, Other Costs were validated with the Office of the
Under Secretary of Defense (Comptroller).

The values for the TDRL in its current state and with a reduced maximum tenure were
calculated by applying the applicable pay rates and additional costs (examination, TRICARE,
Service member travel, etc.) to the appropriate parameters. The values were then inflated using
the applicable rate to the appropriate fiscal year. The values computed to reflect a maximum
TDRL tenure reduction were then subtracted from those in the current state.

The following tables were prepared by the DoD Human Resources Activity, Office of the
Actuary. The first table provides the changes to the Military Retirement Trust Fund Normal Cost
Percentages. The second table provides changes to the Medicare-Eligible Retiree Health Care
Fund Per Capita Normal Costs. The Normal Cost Percentage changes when applied to Basic
Pays result in the reduction to the Military Department’s contribution values. The Per Capita





Normal Cost changes when applied to the End Strengths result in the reduction to the Military
Department’s contribution values.





Cost estimate: MRF DoD Accrual Cost Estimates for 5 Proposals

Date: 6/13/2014

Done for: Tony Swain

Done by: Pete Zouras (DoD OACT); Reviewed by: Pete Rossi(DoD OACT) and Joel Sitrin (DoD OACT)

The following 5MRF accrual cost estimates were requested:

1)  Currentpopulations exclusively changing TDRLtenure fora maximum of five (5) years toa maximum of three (3) years
2)  InsertingIDRLwith pay at 70% of High-3 priorto disposition to PDRL, TDRL, Separation, or Return to Duty (RTD) and:
a.  TDRL dispositionto PDRLpay based on disability rating

b.  TDRL disposition to PDRLpay based on years of service

3)  InsertingIDRLwith pay at 70% of High-3 priorto dispositionto PDRL, Separation, or Return to Duty (RTD) and:

a.  PDRLpay based on disability rating

b.  PDRLpay based on years of service

Notes/Caveats:

- Estimated savings is due to feweryears of retired pay for those who don't make permanent disabled retirement.

- Nochange in behavior (e.g., retention or propensity to grant disability retirements) as a result of the proposals is assumed.

- Changes inthe unfunded liability and outlays from the MRF are not shown.

- Methods and assumptions used to compute baseline and delta NCPs are based on DoD OACT's 2013 MRF valuation, whichis used to determine 2015 NCPs.

- Basicpay projections from OSD Comptrollerin 2014 President's Budget and reflect total DoD.

- This spreadsheet and backup files saved here:('R'):\Val2013\Requests\WCPTDRL Study (Swain)

- Below assumes FY15effective date of proposals.

- See discussion of Military Retirement Fund Transaction Process starting on page 35 of the most recent MRF valuation for an explanation of the retired pay accrual within the Unified Budget, link: http://actuary.defense.gov/Portals/15/Documents/MRF_ValRpt2 2012.pdf

- Effect on Military Retirement Fund retired pay accruals should be considered approximate due to time constraints. Methods and assumptions to reflect the change would have to be approved by the DoD Board of Actuaries; this could also lead to differences from the results estimated herein.
- In practice NCPis implemented to nearest tenth of a percent of pay.

Current populations exclusively changing TDRL tenure for a maximum of five (5) years to a maximum of three (3) years
Delta split by Service Branch
Basic Pay (Sin bil) Baseline NCPs Delta Delta ($in bil) Full-time Delta(Sin bil) * Part-time Delta (S in bil) *

FY Full-time  Part-time  Full-time  Part-time  Full-time  Part-time  Full-time  Part-time  Full-time  Part-time Total A N M F A N M F Army  Navy MC  AirForce
2015 $58.034330  $6.757359  32.21714% 22.52484% 32.19646% 22.51144% -0.02067% -0.01340%  -$0.011997 -$0.000905 -$0.012902 -12.902 -60.00489  -$0.00269  -$0.00138  -50.00303  -50.00058  -50.00007  -50.00004  -$0.00022  -5.468  -2.766  -1.422  -3.247
2016 $57.991516  $6.852716 32.19544% 22.51717% 32.17467% 22.50377% -0.02077% -0.01340%  -$0.012046 -$0.000918 -$0.012964 -12.964 -$0.00491  -$0.00270  -$0.00139  -$0.00304  -$0.00059  -50.00007  -50.00004  -$0.00022  -5.496  -2.778  -1428 -3.262
2017 $58.301397 $7.010331  32.18799% 22.50945% 32.16721% 22.49606% -0.02079% -0.01339%  -$0.012119 -$0.000939 -$0.013057 -13.057 -50.00494  -$0.00272  -$0.00140  -$0.00306  -50.00060  -50.00008  -50.00004  -$0.00022  -5.539  -2.795 -1438  -3.285
2018 $50.169283  $7.072384 32.18263% 22.50169% 32.16196% 22.48830% -0.02067% -0.01339%  -$0.012232 -$0.000947 -$0.013179 -13.179 -60.00499  -$0.00275  -$0.00141  -$0.00309  -$0.00060  -50.00008  -50.00004  -50.00023  -5590 -2.822  -1451 -3.316
2019 $60.796184  $7.270411 32.17829%  22.49388% 32.15782% 22.48050% -0.02047%  -0.01338%  -$0.012445 -$0.000973 -$0.013418 -13.418 -$0.00507  -$0.00279  -$0.00144  -$0.00314  -$0.00062  -50.00008  -50.00004  -$0.00023  -5.694 -2.871 -1477 -3376
2020 $62.498477 $7.473983  32.17597% 22.49320% 32.15553% 22.47982%  -0.02045% -0.01338%  -$0.012779 -$0.001000 -$0.013779 -13.779 -50.00521  -$0.00287  -$0.00147  -$0.00323  -$0.00064  -$0.00008  -$0.00004  -$0.00024  -5.847  -2.949  -1516  -3.467
2021 $64.248435  $7.683254  32.17264%  22.49320% 32.15220% 22.47982%  -0.02044%  -0.01338%  -$0.013135 -$0.001028 -$0.014163 -14.163 -$0.00535  -$0.00295  -$0.00152  -$0.00332  -$0.00066  -50.00008  -50.00004  -50.00025 -6.010 -3.031  -1.559  -3.564
2022 $66.047391 $7.898385 32.16931% 22.49320% 32.14887% 22.47982%  -0.02044%  -0.01338%  -$0.013502 -$0.001057 -$0.014559  -14.559 -$0.00550  -$0.00303  -$0.00156  -$0.00341  -$0.00067  -$0.00009  -50.00004  -$0.00025 -6.178  -3.115 -1.602  -3.663
2023 $67.896718 $8.119540 32.16931% 22.49320% 32.14887% 22.47982%  -0.02044% -0.01338%  -$0.013880 -$0.001086 -$0.014966 -14.966 -$0.00566  -$0.00312  -$0.00160  -$0.00351  -$0.00069  -$0.00009  -$0.00005  -$0.00026 -6.351 -3.203 -1.647 -3.766
2024 $60.797826  $8.346887  32.16931% 22.49320% 32.14887% 22.47982% -0.02044%  -0.01338%  -$0.014268 -$0.001117 -$0.015385  -15.385 -$0.00582  -$0.00320  -$0.00165  -$0.00360  -$0.00071  -$0.00009  -$0.00005  -$0.00027  -6529  -3.292  -1.693 -3.871
2025 §71.752165 $8.580600 32.16931% 22.49320% 32.14887% 22.47982%  -0.02044%  -0.01338%  -$0.014668 -$0.001148 -$0.015816 -15.816 -$0.00598  -$0.00329  -$0.00169  -$0.00370  -$0.00073  -$0.00009  -$0.00005 -$0.00027 -6.712  -3.385 -1.740  -3.979
2026 $§73.761225 $8.820857 32.16931% 22.49320% 32.14887% 22.47982% -0.02044%  -0.01338%  -$0.015079 -$0.001180 -$0.016259  -16.259 -$0.00615  -$0.00338  -$0.00174  -$0.00381  -$0.00075  -$0.00010  -$0.00005  -$0.00028  -6.900 -3.479  -1.789  -4.091

Syears (2017-2021) -%0.06271  -$0.00489  -$0.06760  -67.597 -$0.02556  -$0.01407  -50.00724  -$0.01584  -$0.00312  -$0.00039  -$0.00020  -$0.00117 -28.680 -14.468  -7.440 -17.008
10years (2017-2026) -$0.13411  -50.01048  -$0.14458  -144.582 -$0.05467  -90.03010  -$0.01547  -$0.03387  -$0.00668  -50.00085  -$0.00044  -$0.00251 -61.349 -30.943 -15.912 -36.378






Cost estimate: MERHCF Per Capita Normal Cost Estimates for TDRL tenure reduction and TDRL Placement Based on VA Reevaluation Requirement
Date: 8/19/2014

Done for: Tony Swain

Done by: Pete Zouras /Chelsea Chu (DoD OACT)

Notes/Caveats:

- Assumes shift of 5.9% TDRL to PDRL disabled retirees due to proposal per Tony Swain.
- 0.174% fewer disabled retirees due to reduction of TDRLtenure per Tony Swain.

- Assumes effect of TDRL tenure reduction and TDRLbased on VA Reevaluation are additive.

- Deltas below are based on unrounded per capitanormal costs. In reality, per capita normal costs are rounded tothe nearest dollar.

-Nochange in behavior (e.g., retention or propensity to grant disability retirements) or claims cost as a result of the proposals are assumed.
- Changesin unfunded liabilityand outlays from the MERHCF due to the proposal are not shown.
- For a.: Methods and assumptions used to compute baseline and deltanormal costs are based on DoD OACT's 2013 MERHCF valuation, whichis used to determine 2016 Per Capita Normal Costs.
- For b.:Methods and assumptions used to compute baseline and deltanormal costs are based on DoD OACT's 2012 MERHCF valuation, which s used to determine 2015 Per CapitaNormal Costs.
- Endstrength projections from OSD Comptrollerin 2015 President's Budget and reflect total DoD.

- Changesin the unfunded liability and outlays from the MRF are not shown.

- This spreadsheet and backup files saved here:('R'):\Val2013\Requests\WCP TDRL Study (Swain)

- Below assumes FY15effective date of proposals.

- Effecton MERHCF accruals should be considered approximate due totime constraints. Methods and assumptions to reflect the change would have to be approved by the MERHCF Board of Actuaries; this could also lead to differences from the results estimated herein.

Full-time Delta($in hil) *

b.
Baseline NC Per Capita | TDRL5TO 3 (assume
Average Strength Amount 0.174% Reduction) Delta ($ per person) Delta ($ in bil)

FY Full-time ~ Part-time  Full-ime  Part-time  Full-time  Part-time  Full-time  Part-time  Full-ime  Part-time Total A N
2015 139,195 746523  S411137  S175048  $4,11093  $1,750.37 -50.43 -50.11  -50.00060 -90.00008  -$0.00068 -0.684 -50.00023  -$0.00014
2016 1362707 731,031 S4347.77 S185114  $434731  §1,850.02 -50.46 -50.12 -$0.00062  -$0.00009  -$0.00071 -0.709 -$0.00024  -$0.00015
2017 133,620 720,011 $4597.77  $195758  $4,597.28  $1,957.45 -50.48 -$0.13  -50.00064  -$0.00009  -$0.00074 -0.736 -50.00025  -50.00015
2018 133501 720322 S4862.14  $2,070.14  $4,86163  $2,070.01 -50.51 -50.13  -50.00068  -$0.00010  -$0.00077 -0.771 -$0.00026  -$0.00016
2019 133454 720552 514171 918917 514117 $2,189.03 -50.54 -50.14 -50.0007¢  -90.00010  -$0.00082 -0.816 -50.00027  -$0.00017
2020 133454 70552 9543736 $231505 543679 $2,314.90 -%0.57 -%0.15  -50.00075  -50.00011  -$0.00086 -0.862 -50.00029  -$0.00018
2021 1303454 720552 S5750.01 $2,448.16  $5749.40  $2,448.01 -90.60 -50.16  -$0.00080  -50.00011  -$0.00091 -0912 -$0.00031  -$0.00019
2022 1323454 72055  96,080.63 $2,588.93  $6,080.00  $2,588.77 -50.64 -50.17  -50.00084 -$0.00012  -$0.00096 -0964 -$0.00032  -$0.00020
023 133454 720552 9643027 $2,737.80 642959  $2,737.62 -50.67 -50.18  -50.00089  -90.00013  -$0.00102 -1020 -90.00034  -$0.00021
2024 132345 72055 9680001 $2,895.22 9679930  $2,895.03 -50.71 5019 -50.00094  -$0.00013  -$0.00108 -1.079 -50.00036  -50.00022
2025 1303454 72055 $7,191.01  $3,06170  $7,19026  $3,061.50 -50.75 -50.20  -$0.00100 -50.00014  -$0.00114 -1.141 -$0.00038  -$0.00024
2026 1303454 72055  $7,60449 $3,237.74  $760370  $3,31.53 -50.80 -$021  -50.00106  -$0.00015  -$0.00121 -1.206 -$0.00041  -$0.00025
Syears (2017-2021) -50.00359  -$0.00051  -$0.00410 -4,097  -50.00138  -$0.00085
10years (2017-2026) -50.00832  -$0.00118  -$0.00951 -9507  -50.00320  -50.00198

M

-$0,00008
-$0.00008
-60,00008
-60,00009
-$0,00009
-§0.00010
-$0,00010
-0,00011
-$0,00012
-$0,00012
-$0,00013
-$0,00014

-50.00047
-50.00109

Delta split by Service Branch
Part-time Delta ($in bil) *

F
-$0.00015
-80.00015
-$0,00016
-$0.00017
-$0.00018
-§0.00019
-$0,00020
-$0,00021
-$0.00022
-$0.00023
-$0,00025
-$0.00026

-$0.00089
-$0.00206

A

-$0.00006
-$0.00006
-$0.00006
-$0.00006
-$0.00007
-$0.00007
-$0.00008
-$0.00008
-$0.00009
-$0.00009
-$0.00010
-$0.00010

-$0.00034
-$0.00079

N

-$0.00001
-$0.00001
-$0.00001
-$0.00001
-$0.00001
-$0.00001
-$0.00001
-$0.00001
-$0.00001
-$0.00001
-$0.00001
-$0.00001

-$0.00004
-$0.00008

M
$0.00000
$0.00000
$0.00000
$0.00000

-$0.00001
-$0.00001
-$0.00001
-$0.00001
-$0.00001
-$0.00001
-$0.00001
-$0.00001

-$0.00003
-$0.00006

F

-$0.00002
-$0.00002
-60,00002
-$0,00002
-$0.00002
-§0.00002
-60,00002
-$0,00003
-$0.00003
-60,00003
-$0,00003
-$0,00003

-$0.00011
-$0.00025

Army

-0.287
-0.297
-0.309
-0.324
-0.342
-0.362
-0.383
-0.405
-0.428
-0.453
-0.479
-0.507

-1.720
-3.992

Navy

-0.148
-0.154
-0.159
-0.167
-0.177
-0.187
-0.197
-0.209
0.221
0.233
0.247
-0.261

-0.887
-2.058

MC

-0.083
-0.086
-0.089
-0.093
-0.099
-0.104
-0.110
-0.117
-0.123
0.130
-0.138
-0.146

-0.49%
-1.149

Air Force
-0.166
0172
-0.179
-0.187
-0.198
-0.209
0.221
-0.234
-0.248
-0.262
-0.2717
-0.293

-0.99%
-2.308






Changes to Existing Law: This section would make the following changes in provisions of
existing law:

TITLE 10, UNITED STATES CODE

8 1210. Members on temporary disability retired list: periodic physical examination; final
determination of status

(@) A physical examination shall be given at least once every 18 months to each member of
the armed forces whose name is on the temporary disability retired list to determine whether
there has been a change in the disability for which he was temporarily retired. He may be
required to submit to those examinations while his name is carried on that list. If a member fails
to report for an examination under this subsection, after receipt of proper notification, his
disability retired pay may be terminated. However, payments to him shall be resumed if there
was just cause for his failure to report. If payments are so resumed, they may be made retroactive
for not more than one year.

(b) The Secretary concerned shall make a final determination of the case of each member
whose name is on the temporary disability retired list upon the expiration of five-three years
after the date when the member's name was placed on that list. If, at the time of that
determination, the physical disability for which the member's name was carried on the temporary
disability retired list still exists, it shall be considered to be of a permanent nature and stable.

(c) If, as a result of a periodic examination under subsection (a), or upon a final determination
under subsection (b), it is determined that the member's physical disability is of a permanent
nature and stable and is at least 30 percent under the standard schedule of rating disabilities in
use by the Department of Veterans Affairs at the time of the determination, his name shall be
removed from the temporary disability retired list and he shall be retired under section 1201 or
1204 of this title, whichever applies.

(d) If, as a result of a periodic examination under subsection (a), or upon a final determination
under subsection (b), it is determined that the member's physical disability is of a permanent
nature and stable and is less than 30 percent under the standard schedule of rating disabilities in
use by the Department of Veterans Affairs at the time of the determination, and if he has at least
20 years of service computed under section 1208 of this title, his name shall be removed from the
temporary disability retired list and he shall be retired under section 1201 or 1204 of this title,
whichever applies, with retired pay computed under section 1401 of this title.

(e) If, as a result of a periodic examination under subsection (a), or upon a final determination
under subsection (b), it is determined that the member's physical disability is less than 30 percent
under the standard schedule of rating disabilities in use by the Department of Veterans Affairs at
the time of the determination, and if he has less than 20 years of service computed under section
1208 of this title, his name shall be removed from the temporary disability retired list and he may





be separated under section 1203 or 1206 of this title, whichever applies.

(F) (1) If, as a result of a periodic examination under subsection (a), or upon a final
determination under subsection (b), it is determined that the member is physically fit to perform
the duties of his office, grade, rank, or rating, the Secretary shall--

(A) treat the member as provided in section 1211 of this title; or

(B) discharge the member, retire the member, or transfer the member to the Fleet Reserve,
Fleet Marine Corps Reserve, or inactive Reserve under any other law if, under that law, the
member--

(i) applies for and qualifies for that retirement or transfer; or
(i1) is required to be discharged, retired, or eliminated from an active status.

(2) (A) For the purpose of paragraph (1)(B), a member shall be considered qualified for
retirement or transfer to the Fleet Reserve or Fleet Marine Corps Reserve or is required to be
discharged, retired, or eliminated from an active status if, were the member reappointed or
reenlisted under section 1211 of this title, the member would in all other respects be qualified for
or would be required to be retired, transferred to the Fleet Reserve or Fleet Marine Corps
Reserve, discharged, or eliminated from an active status under any other provision of law.

(B) The grade of a member retired, transferred, discharged, or eliminated from an active
status pursuant to paragraph (1)(B) shall be determined under the provisions of law under which
the member is retired, transferred, discharged, or eliminated. The member's retired, retainer,
severance, readjustment, or separation pay shall be computed as if the member had been
reappointed or reenlisted upon removal from the temporary disability retired list and before the
retirement, transfer, discharge, or elimination. Notwithstanding section 8301 of title 5, a member
who is retired shall be entitled to retired pay effective on the day after the last day on which the
member is entitled to disability retired pay.

(9) Any member of the armed forces whose name is on the temporary disability retired list, and
who is required to travel to submit to a physical examination under subsection (a), is entitled to
the travel and transportation allowances authorized for members in his retired grade traveling in
connection with temporary duty while on active duty.

(h) If his name is not sooner removed, the disability retired pay of a member whose name is on

the temporary disability retired list terminates upon the expiration of five-three years after the
date when his name was placed on that list.
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SEC. . PERMANENT AUTHORITY FOR ALTERNATIVE PERSONNEL
PROGRAM FOR SCIENTIFIC AND TECHNICAL PERSONNEL.
(a) PERMANENT AUTHORITY AND CODIFICATION.—Chapter 81 of title 10, United States
Code, is amended by inserting after section 1589 a new section 1590 consisting of—
(1) a heading as follows:
“81590. Alternative personnel program for scientific and technical personnel”; and
(2) atext consisting of the text of subsections (a), (b), (c), and (d) of section 1101
of the Strom Thurmond National Defense Authorization Act for Fiscal Year 1999 (Public

Law 105-261; 5 U.S.C. 3104 note).

(b) INCREASE TO LIMITATION ON RATE OF BAsIC PAY.— Subsection (b)(2) of section
1590 of title 10, United States Code, as added by subsection (a), is amended by striking
“maximum” and all that follows through “such title,” and inserting “rate of basic pay for level Il
of the Executive Schedule,”.

(c) LIMITATIONS ON ADDITIONAL PAYMENTS.—

(1) IN GENERAL.—Paragraphs (2) and (3) of subsection (d) of such section are
amended to read as follows:
“(2) In paragraph (1), the terms “base quarter’ and ‘Employment Cost Index’ have the
meaning given those terms in section 5302 of title 5.

“(3)(A) Notwithstanding any other provision of this section, no additional payments
under paragraph (1) or other compensation payments permitted under paragraph (4) may be paid
in any calendar year to an employee appointed under subsection (b)(2) if, or to the extent that,
the employee’s total annual compensation in such calendar year will exceed the maximum

amount of total annual compensation payable at the salary set in accordance with section 104 of
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title 3. Section 5307 of title 5 is not applicable to an employee appointed under subsection
(b)(1).

“(B) The portion of any additional payment authorized under paragraph (1) which cannot
be paid due to the limitation in subparagraph (A) may not be paid at any time.

“(C) Any amount of a payment authorized under title 5 which cannot be paid due to the
limitation in subparagraph (A) shall be paid to such an employee in a lump sum at the beginning
of the following calendar year or upon separation from employment covered by this section.
Any such amount paid at the beginning of a calendar year shall be taken into account for
purposes of applying the limitation under subparagraph (A) with respect to such calendar year.”.

(2) CERTAIN OTHER FORMS OF COMPENSATION.—Paragraph (4) of such subsection
is amended by adding at the end the following new sentence: “An employee appointed
under the program may receive other types of compensation under title 5, as applicable.”.

(d) CONFORMING AMENDMENTS.—Such section is further amended—

(1) in subsection (a)—
(A) by striking “During the program period specified in subsection (e)(1),
the” and inserting “The”; and
(B) by striking “of experimental use of” and inserting “to use”; and
(2) in subsection (b)(1), by striking “, United States Code,”.
(e) CONFORMING REPEAL.—Section 1101 of the Strom Thurmond National Defense

Authorization Act for Fiscal Year 1999 (Public Law 105-261; 5 U.S.C. 3104 note) is repealed.





1

(f) CLERICAL AMENDMENT.—The table of sections at the beginning of chapter 81 of title
10, United States Code, is amended by inserting after the item relating to section 1589 the

following new item:
“1590. Alternative personnel program for scientific and technical personnel.”.

[NOTE: THE “CHANGES TO EXISTING LAW” SECTION AT THE END SETS OUT IN RED-LINE
FORMAT HOW THE LEGISLATIVE TEXT ABOVE WOULD AMEND EXISTING LAW.]

Section-by-Section Analysis

This proposal would make the temporary hiring and compensation authority under
section 1101 of the Strom Thurmond National Defense Authorization Act for Fiscal Year (FY)
1999 a permanent authority.

The Defense Advanced Research Projects Agency (DARPA) has successfully executed
this temporary hiring and compensation authority for scientific and technical personnel under
section 1101 for over 15 years. This proposal would make that authority permanent. Rapid
recruiting and hiring of the most qualified technical experts is central to DARPA’s ability to
accomplish its mission. This authority enables DARPA to identify the best and brightest
candidates and, following approval of a hiring decision by the DARPA Director, allows DARPA
to make immediate offers of employment. Prior to this hiring authority, it would take upwards of
six to nine months to advertise a position, receive a list of eligible candidates from the servicing
personnel office, review the list of candidates, and if a highly qualified candidate was identified
from the list, wait for the servicing personnel office to formalize an offer. This lengthy delay in
the standard civil service hiring timeline meant that many of the brightest candidates that
DARPA needed — individuals in great demand in private industry and academia — would have
opted for other opportunities. Providing permanent hiring authority under this section will enable
DARPA to make long range plans to continue to use this hiring authority to carry out its mission
and support the Department of Defense.

In order to fulfill its mission, DARPA will continue to aggressively recruit individuals
who can engage in multidisciplinary activities with industry, academia, and the military to
understand critical problem sets and then change the world by changing what people think is
possible. These individuals provide the flow of fresh ideas and passion needed to meet the
challenge of an ever-changing threat environment and to leverage global advances in science and
technology. DARPA’s continued ability to attract, hire, and appropriately retain talent is
dependent on an agile, streamlined hiring process supported by the correct mix of permanent
flexible personnel authorities.

Finally, this proposal eliminates the annual reporting requirement. This reporting
requirement is duplicative to other personnel reports already provided to Congress.

Budget Implications: This proposal is a permanent extension of a previously authorized
temporary hiring authority. There are no budget implications. The DARPA Comptroller certifies





that the proposal is funded in the Program Objective Memorandum and President’s Budget for
FY 2017 as reflected in the table below. There is no net increase to DARPA’s civilian personnel
authorization.

RESOURCE REQUIREMENTS ($MILLIONS)

FY FY FY FY FY | Appropriation | Budget Dfis:él
2017 2018 2019 2020 2021 From Activity ltern
Research,
Defense- Development,
Wi 15.8 16.1 16.3 16.6 17.0 Test and 06 138
ide .
Evaluation,
Defense-Wide
Total 15.8 16.1 16.3 16.6 17.0

Changes to Existing Law: This proposal would make the following changes to section 1101 of
the Strom Thurmond National Defense Authorization Act for Fiscal Year 1999 (5 U.S.C. 3104
note), as proposed to be codified as section 1590 of title 10, United States Code:

SEC-1101--§ 1590. EXPERHMENTAL Alternative personnel program for scientific and
technical personnel-

(a) PROGRAM AUTHORIZED.—During-the-program-period-specified-in-subsection{e}{1);
the-The Secretary of Defense may carry out a program ef-experimental-use-of-to use the special
personnel management authority provided in subsection (b) in order to facilitate recruitment of
eminent experts in science or engineering for research and development projects administered by
the Defense Advanced Research Projects Agency-and research and development projects
administered by laboratories designated for the program by the Secretary from among the
laboratories of each of the military departments.

(b) SPECIAL PERSONNEL MANAGEMENT AUTHORITY.—Under the program, the Secretary
may—

(1) without regard to any provision of title 5-United-States-Coede; governing the
appointment of employees in the civil service, appoint scientists and engineers from
outside the civil service and uniformed services (as such terms are defined in section
2101 of such title) to—

(A) not more than 100 scientific and engineering positions in the Defense

Advanced Research Projects Agency;

(B) not more than 40 scientific and engineering positions in the designated
laboratories of each of the military services; and

(C)_not more than a total of 10 scientific and engineering positions in the
Office of the Director of Operational Test and Evaluation;





(2) prescribe the rates of basic pay for positions to which employees are appointed

under paragraph (1) at rates not in excess of the maximum-rate-ef-basic-pay autherized
for-senior-level positions-under-section 5376-of title 5-United-States-Code; rate of basic
pay for level Il of the Executive Schedule, as-inereased-by-locatity-based-comparabiity
payments-under-section-5304-of sueh-title; notwithstanding any provision of such title

governing the rates of pay or classification of employees in the executive branch; and
(3) pay any employee appointed under paragraph (1) payments in addition to
basic pay within the limit applicable to the employee under subsection (d).

(c) LIMITATION ON TERM OF APPOINTMENT.—(1) Except as provided in paragraph (2), the
service of an employee under an appointment under subsection (b)(1) may not exceed 4 years.

(2) The Secretary may, in the case of a particular employee, extend the period to which
service is limited under paragraph (1) by up to 2 years if the Secretary determines that such
action is necessary to promote the efficiency of the Department of Defense.

(d) LIMITATIONS ON ADDITIONAL PAYMENTS.—(1) Subject to paragraph (3), the total
amount of additional payments paid to an employee under subsection (b)(3) for any calendar
year may not exceed the lesser of the following amounts:

(A) $50,000 in calendar year 2010, which may be adjusted annually thereafter by
the Secretary, with a percentage increase equal to one-half of 1 percentage point less than
the percentage by which the Employment Cost Index, published quarterly by the Bureau
of Labor Statistics, for the base quarter of the year before the preceding calendar year
exceeds the Employment Cost Index for the base quarter of the second year before the
preceding calendar year.

(B) The amount equal to 50 percent of the employee's annual rate of basic pay.
(2) In paragraph (1), the terms ‘base quarter’ and ‘Employment Cost Index’ have has the

meaning given those terms that-term in section 53023} of title 5-United-States-Code.

(3)(A) Notwithstanding any other provision of this section, ersection5307-oftitle 5;
United-States-Cede; no additional payments under paragraph (1) or other compensation
payments permitted under paragraph (4) may be paid in any calendar year to an employee
appointed under subsection (b)(1) undersubsection{(b)(3)rany-calendaryear if, or to the
extent that, the employee's total annual compensation in such calendar year will exceed the
maximum amount of total annual compensation payable at the salary set in accordance with
section 104 of title 3 United-States-Code. Section 5307 of title 5 is not applicable to an
employee appointed under subsection (b)(1).

(B) The portion of any additional payment authorized under paragraph (1) which cannot
be paid due to the limitation in subparagraph (A) may not be paid at any time.

(C) Any amount of a payment authorized under title 5 which cannot be paid due to the
limitation in subparagraph (A) shall be paid to such an employee in a lump sum at the beginning
of the following calendar year or upon separation from employment covered by this section.
Any such amount paid at the beginning of a calendar year shall be taken into account for
purposes of applying the limitation under subparagraph (A) with respect to such calendar year.

(4) An employee appointed under the program is not eligible for any bonus, monetary
award, or other monetary incentive for service under the appointment other than payments
authorized by this section. An employee appointed under the program may receive other types
of compensation under title 5, as applicable.
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SEC. . MODIFICATION OF SELECTION BOARD COMPOSITION CRITERIA.
(@) ADDITIONAL CATEGORIES OF OFFICES ELIGIBLE TO SERVE ON ACTIVE-DUTY LIST
SELECTION BOARDS.—Section 612(a) of title 10, United States Code, is amended—
(1) by redesignating paragraph (5) as paragraph (6); and
(2) by inserting after paragraph (4) the following new paragraph (5):

“(5) In addition to the qualifications in paragraph (1), the Secretary of the military
department concerned may prescribe by regulation additional qualifications for officers to serve
on selection boards. If qualified officers on the active-duty list are not available in sufficient
number to comprise the additional selection board membership as prescribed by regulation of the
Secretary of the military department concerned, the Secretary may complete the additional
membership of the board by appointing as members of the board officers who are members of
the same armed force and hold a grade higher than the grade of officers under consideration by
the board and who are retired officers, reserve officers serving on active duty but not on the
active-duty list, or members of the Ready Reserve.”.

(b) CrROss-REFERENCE AMENDMENT.—Paragraph (1) of such section is amended by
striking “and (4)” and inserting “(4), and (5)”.

[Please note: The “Changes to Existing Law” section below sets out in red-line
format how the legislative text above will amend existing law.]

Section-by-Section Analysis

Section 612 of title 10, United States Code, contains the statutory requirements pertaining
to the composition of selection boards for officers on the Active-Duty List (ADL). Currently,
only members of the same armed force on the ADL may compose board membership for that
armed force, unless there are less than five officers of that armed force on the ADL in a grade
higher than the officers being considered or unless there is not a single officer of that armed
force on the ADL, in a grade higher than the officers being considered, and in the same
competitive category of the officers being considered. The addition of a new paragraph (5)
under 10 U.S.C. 612(a) would allow the Secretaries of the military departments to compose ADL
selection boards with members from the retired list, reserve officers serving on active duty but





not on the ADL, or members of the Ready Reserve in order to satisfy regulatory composition
requirements which exceed the statutory minimum requirements for 10 U.S.C. 612.

The Secretary of the Navy, through regulation and to the maximum extent possible,
desires board members to be selected from a wide range of leadership positions, reflecting the
diverse composition of the officer corps, including, for example, the Acquisition Corps (AC).
The Secretary of the Navy waived the regulatory requirement for Acquisition Corps membership
on Flag and General Officer selection boards on previous occasions due to the limited number of
AC Flag and General Officers on the ADL serving in a grade higher than the officers being
considered by the board. The Secretary of the Navy has also on previous occasions waived his
regulatory requirements for the pay grade of members serving on selection boards, which require
membership of a higher pay grade than the statutory minimum, in order to accommodate for an
ADL AC member. Such waivers alter the membership dynamics of selection boards and deviate
from the Secretary’s intent.

Under section 612 of title 10, U.S. Code, it is not permissible to compose a selection
board for officers on the ADL with officers from the retired list or the reserve active-status list
(RASL) unless one of three very limited exceptions is met. See 10 U.S.C. 612(a)(2-4). By
contrast, there is no prohibition under section 14102 of title 10, U.S. Code to appointing as many
as half of the members of a RASL selection board with officers on the ADL. Therefore, the pool
of membership composition for ADL selection boards is more limited than its RASL companion
statute since no officer on the RASL may serve as a member of a selection board for officers on
the ADL unless a reserve officer is being considered.

If enacted, this proposal would provide the Secretaries of the military departments
enhanced authority for the composition of selection boards. Under section 612(a)(2)(A)
currently , selection boards must be composed of at least one officer from the same competitive
category of the officer being considered by that board unless no such officer in a higher pay
grade than the officer being considered by the board exists. The Secretary of the Navy will also
provide regulation that prescribed the qualifications of officers appointed from the retired list,
reserve officers serving on active duty but not on the active-duty list, and members of the Ready
Reserve.

The current language of 10 U.S.C. 612(a)(5) will remain unchanged, but will be
redesignated as 10 U.S.C. 612(a)(6). All other language within the current text of section 612
will also remain unchanged except for a conforming cross-reference amendment in subsection

@().

Budget Implications: The proposed change would not have an impact on Department of
Defense budgets.

RESOURCE REQUIRMENTS ($MILLIONS)

FY FY FY FY FY | Appropriation | Budget Dfisr?él Program
2017 | 2018 | 2019 | 2020 | 2021 From Activity ltem Element
Total | O 0 0 0 0 N/A N/A N/A N/A






Changes to Existing Law: This proposal would make the following changes to section 612 of
title 10, U.S. Code:

§ 612. Composition of selection boards

(@)(1) Members of selection boards shall be appointed by the Secretary of the military
department concerned in accordance with this section. A selection board shall consist of five or
more officers of the same armed force as the officers under consideration by the board. Each
member of a selection board (except as provided in paragraphs (2), (3), are-(4), and (5)) shall be
an officer on the active-duty list. Each member of a selection board must be serving in a grade
higher than the grade of the officers under consideration by the board, except that no member of
a board may be serving in a grade below major or lieutenant commander.

(2)(A) Except as provided in subparagraph (B), a selection board shall include at least
one officer from each competitive category of officers to be considered by the board.

(B) A selection board need not include an officer from a competitive category to be considered
by the board when there are no officers of that competitive category on the active-duty list in a
grade higher than the grade of the officers to be considered by the board and eligible to serve on
the board. However, in such a case the Secretary of the military department concerned, in his
discretion, may appoint as a member of the board an officer of that competitive category who is
not on the active-duty list from among officers of the same armed force as the officers under
consideration by the board who hold a higher grade than the grade of the officers under
consideration and who are retired officers, reserve officers serving on active duty but not on the
active-duty list, or members of the Ready Reserve.

(3) When reserve officers of an armed force are to be considered by a selection board, the
membership of the board shall include at least one reserve officer of that armed force on active
duty (whether or not on the active-duty list). The actual number of reserve officers shall be
determined by the Secretary of the military department concerned in the Secretary's discretion.
Notwithstanding the first sentence of this paragraph, in the case of a board which is considering
officers in the grade of colonel or brigadier general or, in the case of officers of the Navy, captain
or rear admiral (lower half), no reserve officer need be included if there are no reserve officers of
that armed force on active duty in the next higher grade who are eligible to serve on the board.

(4) Except as provided in paragraphs (2) and (3), if qualified officers on the active-duty
list are not available in sufficient number to comprise a selection board, the Secretary of the
military department concerned shall complete the membership of the board by appointing as
members of the board officers who are members of the same armed force and hold a grade
higher than the grade of the officers under consideration by the board and who are retired
officers, reserve officers serving on active duty but not on the active-duty list, or members of the
Ready Reserve.

(5) In addition to the qualifications in paragraph (1), the Secretary of the military
department concerned may prescribe by regulation additional qualifications for officers to serve
on selection boards. If qualified officers on the active-duty list are not available in sufficient
number to comprise the additional selection board membership as prescribed by regulation of the
Secretary of the military department concerned, the Secretary may complete the additional
membership of the board by appointing as members of the board officers who are members of
the same armed force and hold a grade higher than the grade of officers under consideration by
the board and who are retired officers, reserve officers serving on active duty but not on the
active-duty list, or members of the Ready Reserve.






£5) (6) A retired general or flag officer who is on active duty for the purpose of serving
on a selection board shall not, while so serving, be counted against any limitation on the number
of general and flag officers who may be on active duty.

(b) No officer may be a member of two successive selection boards convened under
section 611(a) of this title for the consideration of officers of the same competitive category and
grade.

(c)(2) Each selection board convened under section 611(a) of this title that will consider
an officer described in paragraph (2) shall include at least one officer designated by the
Chairman of the Joint Chiefs of Staff who is a joint qualified officer.

(2) Paragraph (1) applies with respect to an officer who—

(A) is serving on, or has served on, the Joint Staff; or
(B) is a joint qualified officer.
(3) The Secretary of Defense may waive the requirement in paragraph (1) in the case
of—
(A) any selection board of the Marine Corps; or
(B) any selection board that is considering officers in specialties identified in
paragraph (2) or (3) of section 619a(b) of this title.





