The National Defense Authorization Act for Fiscal Year 2004 (also known as the DoD authorization bill) has been passed and sent to the WH for signature.  Assuming the  President does not veto the bill, the SES pay system will be dramatically different, effective January 1.  A key feature of this new pay system is a higher pay cap for SES pay.  The following changes related to SES pay will occur:

1.  Locality pay will be abolished.

2.  The new pay cap for base pay will be Executive Schedule Level III ($142,500), which 1s the current cap for base pay plus locality pay.

3.  If an agency has a certified performance management system that makes meaningful distinctions based on relative performance (pursuant to regulations not yet issued by OPM), it may pay up to Executive Schedule Level II ($154,700)

4.  The rates for both the Executive Schedule level III and II pay caps are scheduled to increase by 2.2% on January 1, assuming expected appropriations legislation is passed.

5.  Pay levels are to be abolished and replaced by one large band with a floor of about $102,000.

6.  No executive will suffer a reduction in pay because he or she transfers from an agency with a certified plan to one without a certified plan.

7.  Executives who make 86.5% of Executive Schedule Level II (currently 86.5% of Level II is $133,816), or who for the next two years are in positions which today are ranked ES-5 or higher, are subject to the one year, post-employment  no-contact rule.

8.  The statute is otherwise silent on both salary increases and reductions, stating only that the rates of basic pay are determined subject to regulations prescribed by OPM.

The above provisions apply to the entire government.  They include only SES and do not raise the pay caps for Boards of Contract Appeals Judges or executives in Senior Level (SL) or Scientific and Professional (ST) positions.

