Dear Federal Employees:

In previous correspondence, | have updated you on our preparation for the possible impact of
the American Taxpayer Relief Act of 2012 (also known as “sequestration”) on the Department.
As it now appears that sequestration will become reality on March 1, 2013, | would like to
provide you an update of our efforts to minimize the effects on our mission and workforce.

Over the last few weeks, we have thoroughly reviewed all expenditures and used a variety of
tools to reduce our costs to meet the challenges of the across-the-board spending cuts of the
sequestration. All parts of spending have been evaluated for cost saving measures, including
operational and administrative costs (training, facilities, supplies, etc.), contracts, grants, and
other forms of expenditures. We have done our very best to offset costs to avoid any severe
impact to our mission, the American public, and our employees, but the nature of the cuts —
spread evenly across over 225 funding lines in the Department — has severely limited our
flexibility to prioritize activities or lessen the impact of cuts.

Unfortunately, the National Nuclear Security Administration and the Office of the Chief Human
Capital Officer may be forced to implement a mandatory furlough of Federal employees within
their organizations. Should that become necessary, these organizations will provide affected
employees with a 30 day proposed furlough notice. In addition, the appropriate union will be
contacted to discuss the implementation of the furloughs. We have not given up hope that we
can avert the furloughs for these two offices and are investigating other processes to mitigate
the impact.

We also understand that DOE contractors may need to take significant employment actions
across the complex as a result of funding cuts. The specific impacts will depend upon those
contractors’ decisions, but we expect that thousands of contractor employees will likely be
affected through work hour reductions or layoffs unless the sequester is remedied.

| regret that at this time, we have Federal employees and contractor employees who will be
negatively affected by the sequestration. We will make every effort possible to prevent severe
impacts to the mission and furloughs for our workforce. Thank you for your understanding
during these unsettled times, and for your continuing efforts to ensure we provide the highest
level of service to our country.

Sincerely yours,

Daniel B. Poneman
Deputy Secretary



