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Attached for your information is the Federal Register Notice
(FRN) announcing the fiscal year 2012 compensation cap amount
($952,308) for compensation costs incurred AFTER January 1,
2012. The FRN includes the Memorandum for the Heads of
Executive Departments and Agencies from Joseph Jordan,
Administrator, Office of Federal Procurement Policy which sets
for the benchmark compensation amount for employees of Federal
Government contractors as required by Section 39 of the Office of
Federal Procurement Policy (OFPP) Act, as amended (41 U.S.C. 8
1127) for the purposes of section 4304(2)(16) of title 41 and
section 2324(e)(1)(P) of title 10. The Executive Compensation
Cap is implemented at FAR 31.205-6(p).

This Flash will be available online at the following website:
http://www.management.enerqy.gov/policy gquidance/policy flash
es.htm.

Questions concerning this policy flash should be directed to Carol
Jenkins, of the Office of Acquisition and Project Management
Policy at 202-287-1827 or at Carol.Jenkins@hg.doe.gov.
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The allowability of the compensation costs for the senior executives of
Government contractors is capped by statute (10 U.S.C. 2324(e)(1)(P) and 41
U.S.C. 4304(a)(16) at a benchmark executive compensation amount. The
benchmark amount does not limit the amount of compensation that an executive
may otherwise receive. However, the compensation costs in excess of the
benchmark amount are unallowable costs for Government contract purposes.
While the benchmark executive compensation amount is the maximum allowable
amount of compensation costs for certain executives of Government contractors,
the benchmark amount as applied to a particular executive is not necessarily a
safe harbor. Without regard to the benchmark compensation amount, the
allowable compensation costs for each affected executive are still subject to the
Federal Acquisition Regulation and the Cost Accounting Standards as applicable
and appropriate to the circumstances, e.g., reasonableness and allocability. The
Executive Compensation Cap is implemented at FAR 31.205-6(p).

The Administrator, Office of Federal Procurement Policy, (OFPP), determines the
benchmark executive compensation amount as required by Section 39 of the
OFPP Act, as amended (41 U.S.C. 1127). The benchmark amount applicable for
a fiscal year is the median amount of the compensation provided for all senior
executives of all benchmark corporations per commercially available surveys for
the most recent year for which data is available at the time the OFPP
Administrator determines the amount. The data used is the median (50th
percentile) amount of compensation (total amount of wages, salary, bonuses and
deferred compensation) accrued over a recent 12-month period for the top five
highest paid employees in management positions at each home office and each
segment of publicly traded U.S. companies with annual sales over $50 million.
Once a benchmark compensation amount is established for a fiscal year, it is
applicable for that fiscal year for a contractor and subsequent fiscal years, unless
and until revised by OFPP.

The benchmark executive compensation amount for a fiscal year as determined by
the OFPP Administrator applies to contract costs incurred after a stated date. If
the contractor’s fiscal year does not coincide with the fiscal year for the
benchmark compensation amount as determined by OFPP, the benchmark
compensation amount as determined by OFPP is adjusted for the contractor’s
fiscal year, and the benchmark amount, as adjusted, is applicable to the
contractor’s fiscal year. The sum of the pro-rata portions of the benchmark
compensation amounts for the fiscal years straddled by the contractor’s fiscal year
is the benchmark amount, as adjusted, applicable to the contractor.
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documents). & LL5.C. App
the meating will be::lns-ed 1o HJH 1|::
FOR FUATHER INFORMATION l:DlITH:I‘
Anne M. Zollner, Chief, Trade Policy
amd Negotiations Division; Phone: [202)
G938,

Signoed at Washington, DG, the 26 day of
Novamber, 2013,
Carol Fiar,

Acting Deputy Under Sscrefary, Imereaticaal
Affairs.

[|FE Doc. 201329019 Fllod 12-3-13; 245 am|
BILMNG CODE &10-28-P

OFACE OF MANAGEMENT AND
BUDGET

Odffice of Federal Procurement Policy
Determination of Benchmark
Compensation Amount for Certain
Executives and Employees

AGENCY: Office of Federal Procurement
Policy, Office of Managemant and
Budget.

ACTION: Notice,

SUMBARY: The (Mfice of Managemeant
amd Budget is publishing the attzched
memorandum to the Heads of Executive
artments and ies announci
ﬁ $052,308 is ﬁwﬁ‘hemhmmm
compensation amount” for certain
executives and eu:lEJ;}ees in terms of
costs allowable un
Government contracts d
contractors' fiscal year 2012, This
determination is required under Section
28 of the Office of ral Procurement
Policy Act, as amended (41 U.5.C.
IIZ:E?Thehenr.hmnIk compensation
amount applies to both defenss and
civilian agencies.
FOR FUATHER INFORMATION CONTACT:
Haymond Wong, Office of Federal
Pmt:urmuntml:"';hm' at 202-305—6B05.

Joseph . lordam,
Admizisireior, Office of Federel Procurenest
Fm ’.

Memaorandum for the Heads of
Executive Departments and Agencies
FROM: Ji . Jordan, Administrator,

Oiffice of Procurement Poli
SUBJECT: Determination of Benc.hmﬂ

Compensation Amount for Certain

Executives and Em , Pursuant

to Section 39 of the of Faderal

Procurement Policy Act, as amended

(41 U.5.C. §1127)

This memorandum sets forth the
benchmark compensation amount for
am| of Federal Government
contractors as required by Section 39 of
the Office of Federal Procurement
Policy [OFPP) Act, as amended [41

LL5.C. § 1127) for the purposes of
saction 4304(a)(16) of title 41 and
saction 2324(e)(1)(F) of title 10. The
statutory benchmark amount (the “cap™)
limits the allowahility of compensation
costs under Federal Government
contracts as implemented at Federal
Acquisition ation (FAR) 31.206—
&(pl. In less terms, the statute
P a cap on the total annual
compensation amount the Federal
Government will reimburse a contractor
for the compensation the contractor
provides to sach of its employees for
work done t to certain Federal
Emmmngmts This cap applies
to the compensation of certain
contractor senior executives on
contracts with civilian i
ie= other than the
(DO, the Mational
Asronautics and 5 Administration
[MASA), and the United States Coast
Guard), and the compensation of all
contractor employees on contracts with
defensa Ti.e., DOD, NASA and
Coast Goard), when the contractor is
performing contracts that are of either a
cost-reimbursable nature or other cost-
hased nature. It should be noted that,
while the statute a cap on the
amount that the Government
will reimburse the contractor, the
statute does not limit the amount of
compensation that the contractor
actually pays to its employees
Contractors can, and do, Pm‘nde
compensation to their em that
excead the amount that is reimbursed by
the Federal Government.
Section 38 of the DFP‘P Act sats out
a formula for the cap
amount. Specifically, the cap amount is
sat at the median [Enﬂ:l pen:suu]a]
amount of com; rovided, over
the most recent fuu:w ich data is
available, to the five most thhJ].r
O] e em t
positions at each home uﬂine each
ssgment of all publicly-owned U.5.
annual sales over 50

lia.,
t of

analysis of data made available by the
Securities and Commission.
Compensation means the total amount
of wr, . salaries, bonuses, restricted
stock, delierred and

incentive comy H:I:'l:uzl. au.dwnﬂ:ler
O] tion for W]
pmm or ummw accruing, as
recorded in the employer's cost
accounting records for the vear.

When the cap was raised to $693,851
for Fiscal Year (FY) 2010, the President
called on Congrass to the current
statutory formula and replace it with a
lower, more sensible limit that is on par
with what the Government pays its own
exacutives and employees. the last

saveral years, the Administration has
strongly reiterated the need for reforms
to the curment statutory framework and
Comgress has considered saveral

tion

Ear;?'fu date, however, Cmﬂ'ss has not
revisad the cap amount or formula
for adjusting cap. Instead, Congress
ma&m;ﬁr a II].l:H:‘i!E:FtI that o

ax] application of statuto
cappaul::lddefmsepp contracts from the v
contractor's senior executives to all of
its employess (saction 803 of the
Mational Authorization Act for
FY !Iill%hiuh L. 112—81 ]:hoember 31,
2011

a]:‘P]I.ah:lllh' ogaunonp to all contractor
employees did not cover contracts with
the civilian agencies, so the cap for
those contracts remains applicable only
to cartain contractor senior executives,
which is defined as the five most highly

O] ted am in t
pmﬁﬁummm
of the contractor.
consultation with the Director of

the Defense Contract Audit Agency,
OFFP has determined, pursuant to the
requiraments of Saction 39, that the FY
2012 cap amount for the compensation
of a contractor em covered by this

rovizion is $952, 308, comparison,

g cap for FY 2011 was 3763,020,
which means that the statutorily-
manddated formula for calculating the
cap has ated @ one-year increase of
negrly $180,000 in the amount that
LAXpayers are t|:| reimbursa
contractors for pensation
Eﬂmnﬂm . This al:uuu.ut a Iles to limit

e costs of compensation for contracior
amployees that are reimbursad by the
Government to the contractor for costs
incurred on all contracts, after Jannary
1, 2012 and in subssquent contractor

F¥s, unless and until revised by OFPP.
'I']:usa lies to covered contracts for
and civilian procurement

a ies, as specified in Section 30.
A%:uom]l as explained above, with
regard to unllm:l agencies, the cap
continues Lo Cover COm tion to the
same limited number of contractor
axecutives as did the Section 30 caps for
FY 2011 and prior yaars. With to
covered contracts awarded !
MNASA, and the Coast Guard, the cap

GOVETS pluyug tion luur all H;:ntra:mr

em| ¥, the cap may

app] to ﬂJ.Eerent gruugs of contractor
. the sams

t:l:mtmt:lur J.t'H:lat contractor has

contracts with both defense and civilian

s
se has not changed or

rElP]aan the statutory formula for
satting the cap, the Administration is

Gom ]]Bd bry statute to raise the cap for

ar year in accordance with that
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