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EXECUTIVE SUMMARY

The Department of Energy (DOE) has developed this Implementation Plan with regard to the
establishment of the National Nuclear Security Administration (NNSA) on March 1, 2000, as provided
by Title 32 of the Nationa Defense Authorization Act for Fiscal Year 2000, Public Law 106-65. After
adetailed review of the issues associated with this action, the Department developed a set of Principles
for Implementation. They are:

C Implement the statutory requirements,

C Accomplish the national security and other missions of the Department;

C Ensure accountability and respongbility;

C Preserve the Secretary of Energy’ s overarching authority to establish policy for the Department;

C Build upon the management reforms that have proven successful inimproving oversight and
coordination of field office operations and strengthening project management;

C Ensure that the nationa security defense |aboratories continue to perform scientific  research
for non-Defense DOE programs and others,

C Protect the environment and the hedlth and safety of workers and the public; and,

C Provide field managers with adequate authority to oversee and manage the operations at their
gtes.

In order to best meet those principles, the Department will operate with two Under Secretaries - one as
the Adminigtrator for the NNSA and the second to oversee the energy, environmenta and science
programs of the Department. The Under Secretaries will participate in the development of

Departmenta policy, consgstent with the Secretary’ s overarching policy responsbility, and will have the
respongbility to oversee the implementation of policy and meet the performance expectations of the
Secretary in their respective aress.

The Implementation Plan anticipates that an individua will be identified and confirmed to serve asthe
Under Secretary for Nuclear Security prior to March 1, 2000, or soon thereafter. On December 30,
1999, Secretary Richardson named former DOE Deputy Secretary Charles B. Curtis to head a specia
high-level seerch committee to find qualified candidates to serve in this position, and asked that the
search committee act in an expedited manner in the hope that President Clinton can submit anameto
the Senate prior to March 1, 2000. Secretary Richardson moved forward in naming the search
committee after Senator Pete Domenici agreed to work to change the NNSA Act to clarify and ensure
that the Secretary of Energy has clear lines of authority and responsibility over the NNSA. Specificdly,
Secretary Richardson has been concerned that the Secretary of Energy is held accountable for the
actions of the NNSA without being given the authority to effect change within the NNSA.
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The NNSA will be composed of those organizations and sites specified in the Act. These will include
the current Offices of Defense Programs, Nonproliferation and Nationa Security, Fissle Materias
Disposition, and Naval Reactors. The Albuquerque and Nevada Field Operations Offices, which will
report to the Deputy Administrator for Defense Programs as a Lead Program Secretarid Office
(LPSO), adso will be transferred to the NNSA.  There will be no other change to the field structure or
the reporting rdationships of thefidd stes. Officers and employeesin the organizations that are
transferred to the NNSA will become employees of the NNSA, as provided by the satute. Their roles
and respongibilities will remain essentidly unchanged, focusing on the continuing missions of the
programs. The employees of the NNSA field operations offices, with the exception of those that are
accountable to non-NNSA program offices, will become employees of the NNSA. The
Implementation Plan does not anticipete a this time any immediate downsizing or loss of pogtions at
DOE Headquarters or in the field operations offices as aresult of this Plan.

The Implementation Plan also provides for the establishment of support offices within the NNSA.
These will include the establishment of a General Counsdl of the NNSA, the Office of Defense Nuclear
Counterintelligence and the Office of Defense Nuclear Security. The Office of the NNSA
Adminigrator will include staff to provide support to the Adminigtrator with regard to legidative affairs,
public affairs, intergovernmenta liaison, budget and procurement.

The Department will attempt to implement the NNSA in away that will alow the NNSA laboratories
and facilities to continue to conduct research for the non-NNSA programs of DOE and for others. Itis
critically important for programmeatic and financid reasons thet al of the missons of the Department
have access to the technicd expertise and pecidized facilities at al of the laboratories and facilities,
regardless of which eement of the Department they are assgned to. Nevertheless, there will be
chalenges, particularly with regard to the development and coordination of genera laboratory policies,
the functioning of the Department’ s Research and Development Council, and other cross-cutting
activities involving research and development activities across the Department.

The next phase of implementation, which will begin immediately, is to execute the plan provided in this
report.



IMPLEMENTATION PLAN

l. INTRODUCTION

This Implementation Plan describes the gpproach the Department of Energy intends to take to
implement Title 32 of the Nationa Defense Authorization Act for Fiscal Y ear 2000, Public Law 106-
65 (“NNSA Act”), which establishes the Nationd Nuclear Security Adminidtration. The
Implementation Plan serves as guidance to the Department in proceeding with the implementation
process. It dso servesto comply with Section 3297 of the Act, which requires that a plan for
implementation be provided on January 1, 2000 to the Committee on Armed Services of the Senate
and the Committee on Armed Services of the House of Representatives. The NNSA Act dso cdlsfor,
under Section 3295, reports on the plan for the NNSA to comply with financid principles and on the
plan to comply with the Federal Acquisition Regulation. These Reports are provided as Appendix A
and Appendix B, respectively, of this Plan.

The Implementation Plan was developed by a Task Force established by Secretary Bill Richardson on
October 6, 1999, the day after Presdent Clinton signed into law the legidation establishing the NNSA.
Secretary Richardson formed the Task Force to oversee and coordinate the establishment of the new
Adminigration. The Task Force was directed to examine the range of issues related to establishing the
NNSA, including administrative actions, personnel operations, procurement procedures, budgeting
issues, procedures a al DOE laboratories and the roles and responsihilities of the DOE field
operations offices. The Task Forceis chaired by the Deputy Secretary, T. J. Glauthier and the Chief of
Saff, Gary Fale. David M. Klaus, Director of the Office of Management and Adminigtration, serves
as the Director of the Task Force.

This Implementation Plan is based upon extensive consultation and discussions with the senior
management of the Department, both from the Headquarters and the field. The Task Force conducted
areview and series of consultations to determine the concerns, issues, obstacles and dternative
gpproaches to managing the new Adminigtration. In many cases, there were follow-up meetings to
discuss options for resolving obstacles and to be certain to avoid unintended consequences. The
Implementation Plan has been reviewed by the affected Program Secretarid Officers, Staff Offices and
by the Office of Management and Budget.

The Task Force is now shifting from the initid phase of issue identification and decison making to
implementation of the plan described herein. The Implementation Plan anticipates that the Under
Secretary for Nuclear Security, when confirmed, will direct and oversee the implementation of this plan
and, congstent with the NNSA Act, determine gppropriate staffing and organizationa structure.



. PRINCIPLESOF IMPLEMENTATION

The National Nuclear Security Adminigtration is being established at a time when the Department of
Energy isin the midst of magor management reforms of its field office operations and is responding to
sgnificant chalenges with regard to security at the Department’ s nuclear weagpons laboratories and
production/test facilities. The Implementation Plan for the NNSA builds upon these initiatives, and aims
to provide clear and direct lines of accountability and responsibility for the management and operation of
the Nation’ s nuclear weapons research and production/test facilities, and nuclear nonproliferation
activities.

There are severa key dements to the management reform of field office operations that was directed by
Secretary Richardson on April 21, 1999. Firs, the Department established a* Lead Program

Secretarid Officg’ (LPSO) management structure, pursuant to which each field operations office reports
to a Headquarters program office. The LPSO’swere given clear lines of authority to oversee field office
operations and are held accountable to implement Department policies a these facilities. Second, the
Secretary established the Field Management Council (FMC), led by the Deputy Secretary and Chief
Operating Officer of the Department, to coordinate the development and implementation of policies
affecting field office operations. Findly, the Operations and Field Managers were made responsible for
al dte programs and project execution, contract management and facility operations oversight.

On May 11, 1999, Secretary Richardson directed the most far-reaching security reorganization in the
Department of Energy’s history, to address heightened concerns with regard to the security of the
Department’ s nuclear wegpons program.  These reforms included the establishment of a new Office of
Security and Emergency Operations that reports directly to the Secretary and is responsible for
developing and implementing Department-wide safeguards and security policy, computer security, and
emergency operations functions. Presidentia Decision DirectivelNSC-61, issued on February 11,
1998, cdled for the establishment of anew counterintelligence program for the Department that reports
directly to the Secretary. The Office of Counterintelligence became operationa in April 1998. In
addition, the Secretary created the Office of Independent Oversight and Performance Assurance to
provide independent oversight of the effectiveness of safeguards and security, cyber security, and
emergency management policy, and to assess the effectiveness of the implementation of these policies by
thefied.

The security reforms have led to Sgnificant progress in addressing security issues throughout the
Department. The Office of Security and Emergency Operations has implemented a number of new
security policies and, additional actions to improve security at the nationa wegpons laboratories and
production/test facilities are at various stages of development and implementation.  Since the Office of
Counterintelligence was established, numerous counterintelligence measures have been implemented
and new counterintelligence personnel designated at critica field operations offices and laboratories
across the Department. The Office of Independent Oversight and Performance assurance has
conducted numerous independent reviews of fidd fadilities, including dl the nuclear wegpons
laboratories. Asaresult of these reviews, sgnificant security issues have been identified and security
programs have been enhanced.



The management reforms of field operations aso have been successful. The FMC hasimproved the
coordination of the Department’ s policy development process, and the LIPSO structure has established
clear lines of accountability between Headquarters and the field operations offices. Building upon this
progress, the principles of implementation are asfollows:

Implement the statutory requirements. The NNSA Act establishes specific requirements
regarding the structure, mission, functions and operations of the National Nuclear Security
Adminigration. The Implementation Plan complies with the NNSA Act.

Accomplish the national security and other missions of the Department. The NNSA
Act consolidates within the Nationa Nuclear Security Administration the mgor program offices
that perform the nationa security missions of the Department, and establishes statutory
requirements regarding the relationship between these programs and those that are primarily
responsible for the science, energy, environmental management and other missions of the
Department. The Implementation Plan seeks to establish a Structure and procedures that will
enable the Department to accomplish dl of its criticaly important missons.

Accountability and respongbility. The NNSA must be accountable to the Secretary of
Energy, who in turn is accountabl e to the Congress and the President. The Implementation
Plan seeks to establish such lines of accountability and responsibility by preserving the
Secretary’ s authority to manage and direct the Department. It also is consigtent with the
direction provided by Presdent Clinton in his sgning statement of October 5, 1999.

Preservethe Secretary of Energy’s overarching authority to establish policy for the
Department. The NNSA Act recognizes the Secretary’ s responsbility to set policy for the
Department, including the NNSA, and provides that the staff of the Department may support
the Secretary in the development of such policy. The Implementation Plan seeks to preserve
the Secretary’ s ability to draw upon the expertise and experience that exists throughout the
Department in the development of such policies.

Build upon the management reformsthat have proven successful in improving
oversight and coordination of field office operations and strengthening proj ect
management. The Implementation Plan maintains the LPSO management sructure
established on April 21, 1999, and preserves the Field Management Council’srole asa
mechanism for Department-wide policy coordination on matters affecting field operations office
and contractor operations. The Implementation Plan makes no changesin the reporting
relationships of field operations officesto LPSOs in order to preserve and build upon the
reforms indtituted less than one year ago. It dso continues the Project Management Reform
Initiative with regard to NNSA congtruction and other mgor projects. Thisinitiative has
included the establishment of a corporate project management cgpability in the Office of the
Chief Financia Officer and a project management tracking and control system, aswell asthe
re-establishment of the Energy Systems Acquisition Advisory Board.



Ensurethat the national security defense laboratories continue to perform scientific
resear ch for non-defense DOE programs and others. The nationd |aboratories that, by
gatute, report to the NNSA al perform significant research for the non-defense DOE programs
and for other federal agencies and non-federd organizations. The research facilities a these
laboratories are often the best, or only, such facilitiesin the United States. In some cases, these
arethe only such fadilitiesin theworld. The Implementation Plan is structured to dlow the
laboratories to continue to perform such research, and to alow non-defense DOE programs
and others sufficient control over such externally sponsored research that they will continue to
utilize these |aboratories for such research. It also provides that the non-NNSA |aboratories
will continue to conduct research for program offices within the NNSA.

Protect the environment and the health and safety of workersand the public.
Substantia DOE expertise on worker hedth and safety and environmenta protection resdesin
the Office of Environment, Safety and Hedlth, the Office of Environmental Management and in
other program and support offices that are not within the NNSA. The Implementation Plan
assures that this expertise, and the capability to provide independent oversight and reviews, will
gill be available with regard to NNSA programs.

Provide field manager swith adequate authority to over see and manage the oper ations
at their sites.  The DOE management structure relies upon the field operations offices, and
the field managersin particular, to oversee and manage operations at the nationd laboratories
and production/test facilities of the Department. The Implementation Plan assures that field
managers have authority commensurate with their respongbility, in some instances by
edtablishing and assigning the field manager to dua positions within the Department.

The Implementation Plan aso recognizes that the reorganization of Departmenta operations to
accommodate the establishment of the NNSA may need to occur in phases. Severa factors support a
very focused implementation plan & thistime. These factors include the short time for implementation
by March 1, 2000, the continued emphasis within the Department on achieving full implementation of
the management reforms described earlier, and recognition that this Administration will have lessthan
oneyear remaining in office a the time the NNSA is established. For these reasons, this plan does not
radically change the Department’ s field Structure and anticipates that a number of current DOE officers
will serve concurrently in NNSA pogtions. The next Adminigtration will have the opportunity to
reexamine these aspects of the Implementation Plan.



1. ESTABLISHMENT OF THE NATIONAL NUCLEAR SECURITY
ADMINISTRATION

The Implementation Plan includes changes in the Departmental structure to accommodate the
establishment of the Nationd Nuclear Security Adminigtration. The structure provides that the
Secretary of Energy will continue to establish policy for the entire Department, including the NNSA. In
the development of such palicy, the Secretary will have the support of DOE officids and offices
throughout the Departmen.

The Department will operate with two Under Secretaries. (See Attachment 1). The Under Secretaries
will participate in the development of Departmentd policy, consstent with the Secretary’ s overarching
policy responghility, and will have the respongbility to oversee the implementation of policy and meset
the performance expectations of the Secretary in their respective areas. One Under Secretary will have
the respongibilities described in the NNSA Act and serve as Administrator of the National Nuclear
Security Adminidration. The other will have the respongbility for the energy, science and
environmenta management programs of the Departmen.

The Implementation Plan anticipates that an individua will be identified and confirmed to serve asthe
Under Secretary for Nuclear Security prior to March 1, 2000, or soon thereafter. On December 30,
1999, Secretary Richardson named former DOE Deputy Secretary Charles B. Curtis to head a specia
high-level search committee to find qualified candidates to serve in this position. The other members of
the search committee are former DOE Secretary Admird James D. Watkins, Admird Henry G. Chiles
and Andrew Athy, Chairman of the Secretary of Energy Advisory Board. Secretary Richardson asked
that the search committee act in an expedited manner in the hope that President Clinton can submit a
name to the Senate prior to March 1, 2000.! Secretary Richardson moved forward in naming the
search committee after Senator Pete Domenici agreed to work to change the NNSA Act to clarify and
ensure that the Secretary of Energy has clear lines of authority and responsibility over the NNSA.
Specificaly, Secretary Richardson has been concerned that the Secretary of Energy is held accountable
for the actions of the NNSA without being given the authority to effect change within the NNSA.

As provided by the statute, the Under Secretary for National Security, who aso serves as the NNSA
Adminigrator, will have responsihility for the following missons of the Department:

1) To enhance United States national security through the military gpplication of nuclear
energy.

2) To maintain and enhance the safety, rdiability, and performance of the United States
nuclear wegpons stockpile, including the ability to design, produce, and test, in order to
meet national security requirements.

3) To provide the United States Navy with safe, militarily effective nuclear propulsion
plants and to ensure the safe and reliable operation of the plants.

! Secretary Richardson is performing the duties and functions of the Under Secretary for
Nudear Security in this interim period.



4) To promote internationa nuclear safety and nonproliferation.
5) To reduce globa danger from weapons of mass destruction.
6) To support United States leadership in science and technology. 2

Section 3204(a) of the NNSA Act provides for the establishment of an Office of Counterintelligence
and Office of Intelligence, the Directors of which both report directly to the Secretary of Energy. These
offices have been established and are currently operationd.

The Implementation Plan does not change the scope of responsibility of the Departmenta offices that
perform independent oversight and have the Department-wide responghilities for overal policy in saff
aress, such as environmental compliance, worker safety and hedlth, and project management.
Independent oversight offices will continue to review al DOE Stes and activities and report directly to
the Secretary on their findings and recommendations.® For example, the Assistant Secretary for
Environment, Safety and Hedlth, the Office of Independent Oversight and Performance Assurance, the
Office of Economic Impact and Diversity, and the Office of Ingpector Generd will continue to perform
their current functions with regard to dl activities of the Department, including those within the NNSA.
In addition, the project management oversight cgpability in the Office of the Chief Financid Officer, the
newly-established project management tracking and control systems, and other elements of the Project
Management Initiative will continue to be utilized to strengthen and improve management of NNSA
construction and other mgjor projects.

A. Program Offices

The Implementation Plan provides that the NNSA will have three program offices. (See Attachment
2). These program offices will report to the Secretary of Energy and Under Secretary for Nuclear
Security, as provided in the NNSA Act.

The Nationd Nuclear Security Adminigtration will include as program offices the following
organizations.

1) Deputy Adminigrator for Defense Programs.

The Office of the Assstant Secretary for Defense Programs will be re-designated as the Office of the
Deputy Adminigtrator for Defense Programs. Recruitment of an individua to serve as the Deputy
Adminigtrator for Defense Programsisin process.

Pending confirmation of a Deputy Adminigtrator, the current Assstant Secretary for Defense Programs
or the Acting Assstant Secretary will serve as the Deputy Adminigtrator.

2 Section 3211(b).

3 These offices generdly do not direct or control the actions of DOE officers and employess,
including those within the NNSA. The functions of these offices are not, therefore, affected by
restrictions established by sections 3213(a)(2) and 3213(b) of the NNSA Act.
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Employees currently funded under the Defense Programs program direction account, in generd, will be
designated as employees of the Adminidration. Their roles and responsibilities will remain essentidly
unchanged, focusing on the continuing missons of the program. The Department aso will work with
the Department of Defense, and as needed the Congress, to transfer to the NNSA existing military
manpower authorizations that support these functions. The Albuquerque Operations Office and the
Nevada Operations Office will continue to report to the Deputy Administrator for Defense Programs.
The Deputy Administrator will carry out the duties specified in section 3214(b) of the NNSA Act, and
will carry out the functions and respongbilities with regard to fidd organizations that previoudy have
been the responsibility of the Assstant Secretary for Defense Programs pursuant to the Secretary of
Energy’ s restructuring plan of April 21, 1999.

Asrequired by the NNSA Act, the following nationd laboratories and nuclear wegpons facilities will
report to the Deputy Administrator for Defense Programs:

0 LosAlamos Nationa Laboratory, Albuquerque, New Mexico;

0 SandiaNationd Laboratories, Albugquerque, New Mexico and Livermore, Cdifornia;
o0 Lawrence Livermore Nationa Laboratory, Livermore, Caifornig;

o the Kansas City Plant, Kansas City, Missouri;

0 the Pantex Plant, Amarillo, Texas,

o theY-12 Plant, Oak Ridge, Tennesseg;

o thetritium operations facilities, Savannah River, South Caroling; and

o the Nevada Test Site, Nevada.*

Pursuant to the Secretary of Energy’ s restructuring plan of April 21, 1999, these |aboratories and
production/test facilities will report and be accountable to the Deputy Adminidtrator through the field
operations office reporting structure established by that plan. The Deputy Administrator for Defense
Programswill continue to serve asthe LPSO for the Albuquerque and Nevada Field Operations
Offices. Thefidd managers for the Oakland, Oak Ridge and Savannah River Field Operations Offices
will be appointed to a new position of Fiedld Manager for NNSA Operations and be accountable to the
Deputy Administrator with regard to the NNSA programs at their respective Stes. Thesefidd
managers, who currently report to an LPSO other than the Office of Defense Programs, dso will retain
their current pogitions. Other DOE employees at these field operations offices who directly oversee
and manage NNSA activities dso will be transferred to the NNSA. The specific individuasto be
transferred will be determined as this plan isimplemented.

2) Deputy Adminidirator for Defense Nuclear Nonproliferation.

The Office of the Assstant Secretary for Nonproliferation and Nationa Security will be re-designated
as the Office of the Deputy Adminigtrator for Defense Nuclear Nonproliferation. The Office of Fissile
Materiads Digpogition will be incorporated within this Office. The Assstant Deputy Administrator for
Fissle Materids Disposition dso will serve asthe Specid Secretaria Negotiator for Plutonium

Dispogtion.

4 Section 3214(c).
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The Implementation Plan provides that, in generd, employees currently funded under ether the
Nonproliferation and Nationa Security or Fissle Materids Disposition program direction accounts will
be designated as employees of the Adminigration. Their roles and respongbilities will remain
essentidly unchanged, focusing on the continuing missions of the programs. The Deputy Adminisirator
will carry out the duties specified in the section 3215(b) of the NNSA Act. Pending confirmation of a
Deputy Adminidirator, the current Assistant Secretary for Nonproliferation and Nationa Security will
serve as the Deputy Adminigtrator.

3) Deputy Adminigtrator for Naval Reactors.

The Office of Naval Reectors, currently within the Office of Nuclear Energy, Science and Technology,
will be re-designated as the Office of the Deputy Adminigtrator for Naval Reactors and included within
the NNSA. Asprovided by the NNSA Act, the Deputy Administrator will have direct access to the
Secretary and other senior officidsin the Department. To preserve the basic structure, policies and
practices of the Naval Nuclear Propulsion Program, the Pittsburgh Naval Reactors Office (including the
Idaho Branch Office) and the Schenectady Nava Reactors Office (including the West Milton Field
office) will report to the Deputy Administrator and be transferred to the NNSA. In addition, the Bettis
and Knolls Atomic Power Laboratories and the other field activities of the Office of Naval Reactors
will be transferred to the NNSA and report to the Deputy Administrator for Nava Reactors.

The Implementation Plan provides that, in generd, employees currently funded under the Nava
Reactors program direction account will be designated as employees of the Administration. Their roles
and respongibilities will remain essentialy unchanged, focusing on the continuing missions of the
program. The Department aso will work with the Department of Defense, and as needed the
Congress, to transfer to the NNSA existing military manpower authorizations that support these
functions. 1n accordance with section 3216 of the NNSA Act, the Director of the Naval Nuclear
Propulsion Program currently provided for under Executive Order 12344 shal continue to serve asthe
Deputy Adminigtrator for Naval Reectors.

B. Support Offices

The Office of the Adminigtrator for Nuclear Security will be established on March 1, 2000, and will
have the support offices and functionsindicated in the organization chart for the Nationa Nuclear
Security Adminigtration. The Under Secretary for Nuclear Security, when confirmed, will oversee the
implementation of this plan and may restructure the organizationa structure of the NNSA support
offices as that individua determines gppropriate to best accomplish the missions of the NNSA.

The NNSA Act provides for the establishment of new support offices and positions within the NNSA.
The Implementation Plan provides that these offices and positions will be established as of March 1,
2000. It dso anticipates that DOE employees will serve concurrently in some of these positions and
DOE postions outsde of NNSA. It isimportant to emphasize in this regard that the plan isto fully
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edtablish the positions within the Administration and to appoint individuas to serve in these positions.
As such, the Department intends that the structure of the NNSA be fully established and in place as of
March 1, 2000, as called for by the NNSA Act.

The Implementation Plan provides that the NNSA will include the following officers and organizations,
which will report to the Administretor.

1) Office of the Adminigtrator.

The Office of the Adminigtrator will include staff to support the Administrator with regard to legidative
affairs, public affairs, and liaison with other Federd agencies, State, tribd, and loca governments, and
the public. It isthe policy of the Department of Energy that al Congressond and intergovernmenta
affairs of the Department be coordinated by the Assistant Secretary for Congressiond and
Intergovernmental Affairs, and that public affairs and press relations be coordinated by the Director of
Public Affairs. It is expected that officids and saff of the NNSA will comply with the policies of the
Department in these aress.

The Implementation Plan o provides that the Office of the Administrator of the NNSA will include
gaff to support the following functions:

C Resource management, to support the Administrator in the areas of budget formulation,
guidance, and execution. The accounting functions, including preparation of the Department’s
Consolidated Financia Report, will remain the responghility of the Chief Financid Officer of
the Department.®

C Procurement management, to support the Adminigtrator in the area of administration of
contracts.’®

2) Generd Counsd of the Adminidration

The Adminigration will have a Generd Counsdl and Deputy Generd Counsd within the Office of the
Adminigrator. The Department’s Generd Counsel and Deputy Generd Counsd will be assigned or
gppointed to serve in these positions.

®> A more detailed discussion of the planning, programming and budgeting processes for the
NNSA isincluded in the report, “Planning, Programming and Budgeting Processes for the Nationa
Nuclear Security Administration,” which is provided as Appendix A to this Report.

® A more detailed discussion of the plan for procurement by the NNSA isincluded in the
report, “National Nuclear Security Administration Compliance with the Federa Acquisition
Regulation,” which is provided as Appendix B to this Report.
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Legd servicesfor the NNSA aso will be provided by the Offices of the Chief Counsd that are located
at the Albuquerque and Nevada Operations Offices. These offices, and the staff of these offices, will
be transferred to the NNSA.  These attorneys will support the General Counsdl of the NNSA and their
respective Fiedd Managers. Additiond lega support may be provided by attorneys in the Headquarters
Office of the Generd Counsdl, and in the future some atorneys may be assigned to the Office of
Genera Counsdl of the NNSA. Congstent with established Department policy, al atorneys of the
NNSA will remain subject to the professiond supervison of the Department’s Generd Counsdl.

3) Office of Defense Nuclear Counterintelligence.

The position of Chief of Defense Nuclear Counterintelligence will be established within the NNSA and
will have the duties specified in the NNSA Act. The Director of the Office of Counterintelligence will
serve concurrently in this position and his current position. Thiswill ensure thet there is congstent
policy implementation in this critical area. In addition, Federd employees performing
counterintelligence activities and assigned to NNSA fidd activitieswill be designated as NNSA
employees. These employees, and the Director, will be accounted for in the Office of
Counterintelligence.

4) Office of Defense Nuclear Security.

The position of Chief of Defense Nuclear Security will be established within the Adminigtration. The
Director of the Office of Security and Emergency Operations will serve concurrently as Chief of
Defense Nuclear Security and in his current pogition. Additionaly, in order to provide seamless
responses in emergencies, the position of Director, Office of Emergency Operations for NNSA, will be
edtablished within the Office of Defense Nuclear Security. The Director, Office of Emergency
Operations, will serve concurrently in this position and his current position. Both the Chief of Defense
Nuclear Security and Director of the Office of Emergency Operations for NNSA will be appointed as
NNSA employees, but will be accounted for in the Office of Security and Emergency Operations.

The Nationd Emergency Search Team and the Accident Response Group functions will be trandferred
from the Office of Security and Emergency Operations to the Office of Defense Nuclear Security. The
gaff and funding for these functions aso will be transferred to the NNSA.

The Department’ s Chief Information Officer (CIO) is dso located within the Office of Security and
Emergency Operations. The ClIO is respongble for information technology policy across the entire
complex, including cyber security. As such, the CIO will provide servicesto the Adminidtrator to
ensure proper implementation of these policieswithin the NNSA. After March 1, 2000, the Secretary,
in consultation with the Chief Information Officer and NNSA Adminigtrator, will review the mechanism
for providing information technology support to the NNSA and determine the most effective approach
for meeting such needs.
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5) Personnd and Adminidrative Services.

Personnd and adminigtrative support to the NNSA Administrator will be provided by the adminigrative
daff of the Office of the Deputy Adminigirator for Defense Programs, the Office of the Deputy
Adminigtrator for Nonproliferation and Nationa Security, and the Office of the Deputy Administrator
for Nava Reactors, as well as the Albuquerque and Nevada Operations Offices. These staffs will be
transferred to the NNSA.  In addition, the Office of Management and Adminigtration will provide,
pursuant to a service agreement, administrative and personnd services for Administration personnd at
Headquarters facilities.

The Implementation Plan provides that corporate syssems will be available to the NNSA, such asthe
personnd, procurement, financid and accounting, and information technology sysems. Similarly,
specidized facilities, such as the emergency command center, shdl support both the NNSA and non-
NNSA eements of the Department.

6) Environment, Safety and Hedlth.

A position will be established within the Adminigtration that will have the authority to shut down NNSA
facilities or activities in circumstances where a clear and present safety danger exists. The Assistant
Secretary for Environment, Safety and Hedlth has had such authority across the Department since
1986. If necessary, this position aso will have the authority and responsibility to enforce section 234A
of the Atomic Energy Act of 1954 (the “ Price-Anderson Act”), as amended, with regard to activities of
the NNSA. The Assstant Secretary for Environment, Safety and Health will be assigned or gppointed
to servein this pogtion.

7) Other Support Services.

The NNSA Act specifies that, with regard to the programs and activities of the Adminigration, the
Adminigrator is responsble for, among other functions, integrated safety management, and drategic
planning.” The program offices that are transferred to the NNSA pursuant to this Implementation Plan
include offices and staff that currently perform such functions. These offices and staff will continue to
perform such functions, and the Adminigtrator will determine whether it is gppropriate to add or transfer
gaff to the Office of the Adminigtrator to oversee these functions.

C. Field Operations Offices
The Albuquerque and Nevada Operations Offices will become part of the NNSA and report to the

Deputy Adminigtrator for Defense Programs as an LPSO. Field operations office employees currently
funded under the Defense Program program direction account will be designated as employees of the

"Section 3212(b)(1), (8) and (9).
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Adminigration. Fied operations office staff funded by non-NNSA programs will remain designated to
those programs. As employees of the NNSA, the field operations office manager and NNSA
personnel in each of these offices will meet the Statutory requirements to direct and control NNSA
activities at these offices and at nationa security laboratories and nuclear weapons production/test
facilities that report to these offices. The field operations office manager and personnel adso will have
the authority to direct and control non-NINSA activities and personnd at these Sites. The NNSA Act
edtablishes no limits regarding the authority of NNSA officers and employees to direct and control the
actions of other DOE officers and employees.

The other field operations offices of the Department will not be transferred to the NNSA. There are,
however, anumber of NNSA activities that are performed at these offices or managed through these
offices. The most dgnificant current examples arise at the Oakland Fidd Operations Office (the
Lawrence Livermore Nationa Laboratory), the Oak Ridge Field Operations Office (the Y-12
complex) and the Savannah River Field Operations Office (the tritium operations). Additional NNSA
activities may be performed at these Stes in the future, such as the fissle materid's management and
disposition work that is planned for the Savannah River gte. Other current instances where NNSA
work is performed at Stes not reporting to an eement of the NNSA as a LPSO include, among others:

C NNSA work being performed at the Pacific Northwest National Laboratory;

C Nava Reactors Program testing conducted at the Advanced Test Reactor in Idaho, which is
operated under the cognizance of the Office of Nuclear Energy, Science, and Technology
utilizing the INEEL management and operating contractor; and,

C The procurement support being provided by the Chicago Operations Office to the Fissle
Materids Digpogtion program.

The Implementation Plan provides, in generd, that the federad employees at the field operations offices
who oversee and have direct responsibility for these NNSA activities, and whose salaries are funded
by programs that will become part of the NNSA, will become NNSA employees. The other personnd
at these multi-purpose operations offices will not be transferred to the NNSA, and the field operations
offices will continue to report to their current LPSO.

The Implementation Plan aso provides that a new position of Field Manager for NNSA Operations
will be established for those field operations offices where sgnificant NNSA work is performed. This
position will befilled by the current field manager, who will servein adud capacity. With regard to
NNSA activities at, or reporting to, these offices, the field manager will report and be accountable to
the NNSA Adminigtrator through the Deputy Adminigirator for Defense Programs. With regard to
overdl site management and operations, the field manager will remain subject to the authority, direction
and control of the current LPSO. The dud assgnment of the field managers is necessary to assure the
protection of hedth and safety at these facilities, and to assure that these field managers continue to
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have adequate authority to oversee and manage dl of the activity at their facilities. 1t dso is appropriate
because dl contracting authority under existing contracts rests with the field operations office manager,
and for efficiency of contract adminigtration (particularly when a given contractor performs multi-
program activities) this authority should remain under a Sngle contracting officer.

V. NATIONAL NUCLEAR SECURITY ADMINISTRATION FUNCTIONS

The Implementation Plan provides that the NNSA will have responsbility for the nationa security
functions transferred to it by section 3291(a) of the NNSA Act, aswell asthe adminidrative functions
specified in section 3212(b) of the NNSA Act. These functions will be performed by the program
offices and support staff who will be transferred to the NNSA, as described above.

In addition to specifying the functions that will be performed by the NNSA, the Implementation Plan
clarifiesthat certain functions of the Department are not functions of the Adminigtration. The reason for
such dlarification is that the limitations on the authority of non-NNSA DOE officers and personnel to
direct and control the actions of NNSA employees and contractors do not apply with regard to non-
NNSA functions®

Onetype of activity that the Implementation Plan specifies as not being a function of the NNSA
involves the situation where research and other non-NNSA work is performed a an NNSA Site,
usudly at alaboratory. Although such work may be performed by the officers and employees of
NNSA and its contractors, it is often paid for and performed under the direction of another element of
the Department, such as the Office of Science, or it may be “Work-for-Others,” such as other Federal
agencies. Because such work isnot afunction of the NNSA, non-NNSA officers or employees of the
Department retain the authority to direct NNSA employees and NNSA contractor employees with
regard to the accomplishment of such work.

This policy aso applies with regard to environmental management activities, including those performed
at the national security laboratories and nuclear wegpons production/test facilities. The Implementation
Plan specifies that clean-up and environmenta management at existing waste stes is not a function of
the NNSA. These functions are, and will continue to be, the respongbility of the Office of
Environmentd Management. The Implementation Plan further goecifies that the management of newly
generated wastes a NNSA |aboratories and facilitiesis the respongbility of the NNSA, but is not
necessarily an NNSA function. The Implementation Plan anticipates that such wastes will be managed
by the Office of Environmental Management pursuant to a service agreement or other arrangement.

8 Section 3213 of the NNSA Act provides that the officers and employees of the NNSA and
its contractors “ shdl not be responsible to, or subject to the authority, direction, or control of, any other
officer, employee, or agent of the Department of Energy” insofar as these officers and employees are
“carrying out any function of the Administration.” (emphasis added.)
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The Implementation Plan aso provides that the operation of certain nuclear reactors is not a function of
the Adminigration. For example, the Office of Nuclear Energy, Science and Technology has had the
responsihility for the operation of the Advanced Test Reactor located at the Idaho Falls site and will
continue to have the responsbility for operating that facility. The operation of this reactor supports, but
isnot afunction, of the NNSA, and will remain the responsbility of the Office of Nuclear Science,
Energy and Technology.

V. NEXT STEPS

The Department is now proceeding to establish the program, support and field operations offices of the
Nationa Nuclear Security Adminigtration, as described in this Implementation Plan. The following
activities will be taken prior to March 1, 2000, the date on which the NNSA is established pursuant to
the statute:

C Egtablish the organizationd structure for the NNSA, including a gaffing plan for the Office of
the Adminigtrator. It will be necessary to prepare mission and function statements for the
NNSA and its program and support organizations.

C Identify and designate Federal employeesto the NNSA. The determination asto which
employees are transferred to the NNSA should be relatively clear for the current employees of
the program offices that will be transferred to the NNSA. The determination at field operations
offices and in various support offices of the Department will require a more detalled analyss of
the work performed by these employees. Pending such andyss, the designation of employees
to the NNSA as of March 1, 2000 will be determined on the basis of the program account that
is responsible for such employees.

C Establish new positions and recruit individuals for these positions, or designate officials who will
serve in these positions pending the identification of a permanent designation.

C Incorporate the Office of Fissle Materids Disposition into the Office of Nonproliferation and
Nationa Security to creete the Office of the Deputy Administrator for Defense Nuclear
Nonproliferation, and designate the Director of the Office of Fissle Materias Disposition as the
Specid Secretarid Negotiator for Plutonium Disposition.

C Prepare offices for the NNSA Adminigtrator. An office suite located in the Forrestal Office
Building has been reserved for the offices of the Under Secretary for Nuclear Security. The
Implementation Plan does not provide for any significant relocations of employees within the
DOE Headquarters or field operations offices a thistime. The program offices of the NNSA
will remain in their current locations a Headquarters.

C Submit FY 2001 budget for the NNSA, which will include only the mgor programmetic

elements due to the current lack of information. Develop budget codes for usein preparing the
FY 2002 budget for the Adminigtration, which will reflect afull implementation of the NNSA.
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C Develop policy and implementation guidance with regard to the authority provided by section
3241 of the NNSA Act to establish up to 300 scientific, engineering, and technica positions
withinthe NNSA.

C Review exigting policies, ddegations of authority, directives and regulations and update or
modify as necessary.

VI.  CONCLUSION

The National Nuclear Security Administration will be established on March 1, 2000. The gpproach
being adopted will meet the requirements of the NNSA Act and ensure that the Department will
continue to mest its critica nationa security and other missions for the Nation.
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. SUMMARY
I ntroduction

This report has been prepared pursuant to the requirements in sections 3252 and 3295 of Title XXX,
Subtitle D of the Defense Authorization Act for FY 2000 (Public Law 106-65).

Specifically, section 3252 requires that:

“The Adminigtrator [of the Nationa Nuclear Security Administration] shall establish procedures
to ensure that the planning, programming, budgeting, and financid activities of the
Adminigtration comport with sound financid and fiscd management principles. Those
procedures shdl, a aminimum, provide for the planning, programming, and budgeting of
activities of the Adminigration usng funds thet are available for obligation for alimited number
of years”

Under section 3295, the Under Secretary of Energy for Nuclear Security is required to ensure that the
compliance with sound financid and fiscad management principles specified in section 3252 is achieved
not later than October 1, 2000. In carrying out that provision the Under Secretary of Energy for
Nuclear Security is required to conduct areview and develop a plan to bring gpplicable activities of the
Adminigration into full compliance with those principles not later than such date. Not later than January
1, 2000, the Under Secretary of Energy for Nuclear Security shal submit to the Committees on Armed
Services of the Senate and the House of Representatives areport containing the results of that review
and adescription of that plan. (Thetext for section 3295 is provided in Annex 1.)

Findings

The Nationa Nuclear Security Administration (NNSA), as part of the Department of Energy (DOE),
will employ the financid and fiscd management principles of the DOE, including DOE'’ s planning,
programming, budgeting, and financid management improvement processes. The keystone of DOE's
planning, programming, and budgeting processes is the financid management sysem. DOE has built a
good record of performance in financid management by adopting and implementing sound financiad
management principles and practices. The Department was one of only two cabinet-level agenciesthat
received an unqudified Ingpector Generad audit opinion on itsfiscal year 1997 consolidated financia
statements and submitted the statements by the statutory due date. The Department’ sfiscal year 1998
consolidated financial statements were also submitted by the statutory due date, and, except for one
qudification related to the recorded balance for the Department’ s environmenta liabilities, the Ingpector
Generad concluded the consolidated financid statements fairly presented, in al materid respects, the
financia pogtion of the Department as of September 30, 1998 and 1997. Thus, by employing the
financia and fiscal management principles of the DOE, NNSA compliance with sound financid and
fiscd management principles specified in sections 3252 and 3295 of Title XXXII, Subtitle D of the



Defense Authorization Act for FY 2000 (Public Law 106-65) will be ensured, given DOE’s past
record of performance in financial management and the commitment of the Department to improve

financid management.

When a permanent Under Secretary for Nuclear Security isin place, he or she may review the financia
management processes of the NNSA and recommend changes, if needed, to best carry out the
missions of the NNSA. Under al circumstances, the Department will ensure that dl of the planning,
programming and budgeting processes retain thelr soundness and integrity.

I[I. DEPARTMENT OF ENERGY PLANNING, PROGRAMMING & BUDGETING
PROCESSES

To ensure sound financia management, the planning, programming and budgeting processes of the
NNSA will be the same as those used by the DOE. These three processes are incorporated in the
Department’ s Strategic Management System, the Department-wide process that:

aigns drategic and operationd planning with strategic intent;

ensures that this planning drives resource alocations,

accounts for funding in proven, sound financid systems,

provides for regular evauation of results; and

generates feedback.

The following sections describe the planning, programming and budgeting features of the DOE Strategic
Management System.

Planning and Programming
The Department’ s planning is conducted in three time frames and multiple organizationd tiers:
The drategic timeframe ranges from five to twenty years.
The multi-year timeframe ranges to five years.
The annua timeframe has a one-year time horizon.
Planning is structured among the organizationd tiers within the Department from corporate, to program
office, to contractor. The DOE planning processes are easily adapted to incorporate the NNSA, as

they will involve DOE corporate management and provide the Under Secretary for Nuclear Security
the necessary framework to permit sound planning for NNSA Program Offices and contractors.



The DOE Strategic Plan documents the ongoing definition and integration of DOE business activities.
The Strategic Plan articulates god's and strategies that shape future budgets and guide program
execution. The Plan aso presents success indicators and metrics to be used for performance
measurement and program evauation. Inputs to the Strategic Plan include strategic planning by DOE
Business Lines, Field and Secretarid Officer Srategic planning; Administration policies; energy policy
plans; findings of committees and task forces, crosscut program plans, and other relevant informetion.
The Department’ s last Strategic Plan was issued in September 1997. Future DOE Strategic Plans will
incorporate the goas and Strategies of the NNSA as a separate entity, and as a part of the Department
of Energy.

Activities generdly recognized as programming, i.e.,, those that involve trandating strategiesinto
programs, are congdered planning activities, and are implemented within the Department in the multi-
year and annud planning timeframes.

The Secretary’ s Five-Y ear Budget Guidance provides funding, staffing levels, and program direction.
It aso initiates the budget formulation process.

The Annuad Performance Plan gtates the results the Department expects to deliver for the fiscd year
budget request and is transmitted with the annua budget to the Congress.

Both the Five-Y ear Guidance and the Annua Performance plan provide the necessary tools for the
NNSA to conduct appropriate planning within the corporate DOE framework, as well as, the unique
needs of the NNSA as a separate entity.

Budget Formulation

Budget formulation within the Department defines priorities for spending fisca resources and utilizing
gaff. The processisdesigned to: provide five-year budget and staffing guidance as early as possible; to
make mgor issues and concerns highly visible; to enable the Department’ s top management to make
decisonsin an efficient and timely manner; and to ddiver a performance-based budget to Congress on
schedule. The Department’ s current processes will permit the NNSA the flexibility to addressits own
unique mission requirements.



Budget Execution

The strongest agpect of the DOE Strategic Management System is its budget execution and accounting
gystems. The Department’ s dlotment and funds distribution system is fiscally disciplined, and will
provide the NNSA the financid integrity and flexibility that can enable the NNSA to carryout its
mission. The DOE accounting system is integrated with the dlotment and funds distribution systems,
and provides the platform to assure funds are expended for their intended purposes. The DOE
accounting and funds distribution systems are subjected to annud audit and testing of internd controls
by the Ingpector Generd as part of the audit of the Department’ s financid statements, and are dso
evauated annudly in accordance with the requirements of the Federd Managers Financid Integrity Act.

Another key aspect of DOE budget execution is accountability for results. The Secretary of Energy’s
Performance Agreement with the President and the Secretary’ s agreement with individua senior
managers identify the core set of DOE commitments and measures for the fiscal year. Accountability
for results helps assure that performance commitments made in the Department’ s planning and budget
formulation processes are clearly communicated, understood, and agreed to by Program Offices, Fied
Offices and contractors.

Program Evaluation
Program eva uation includes performance measurement and tracking, analys's, and reporting.
Measuring and tracking provides the data for anayses that inform management’s current fiscal year

decisons aswell as future plans and budgets.

Program evauation aso includes systematic analyses to determine the vaue or worthiness of new
programs that are being consdered for funding.

Reporting is the documentation and sharing of performance measurement and evauation information
with customers and stakeholders to support decision-making and for improvement. Performance
reviews at multiple organizationd levels provide feedback to ensure progress and accountability.

[11. SCOPE OF NATIONAL NUCLEAR SECURITY ADMINISTRATION
PLANNING, PROGRAMMING AND BUDGETING

The NNSA budget will beinitialy comprised of funds gppropriated under the Weapons Activities and
Other Defense Activities accounts and distributed to the following DOE program offices:

Office of Defense Programs,
Office of Nonproliferation and Nationa Security,
Office of Fissile Materids Digpostion, and

Office of Nava Reactors.



Each of these Offices currently hasits own budget and financid support organizations. These
organizations formulate and execute budgets in accordance with the policies and procedures of the
Department.

In addition to the existing offices, the Department will establish the Office of the Under Secretary for
Nuclear Security within the NNSA once the postionisfilled. Planning, programming and budgeting for
this new organization will be congstent with al other NNSA offices.

The Department’ s budget formulation processes and budget execution processes are in place for al of
the NNSA-designated Program Officesnow. Most importantly, these processes are adequately
supporting preparation of the FY 2001 budget and execution of the funding provided to those Offices
for FY 2000.



ANNEX 1

Text for sections 3252 and 3295 of Title XXXII, Subtitle D of the Defense Authorization Act for FY
2000 (Public Law 106-65) is provided as follows:

SEC. 3252. PLANNING, PROGRAMMING, AND BUDGETING PROCESS.

The Adminigtrator shdl establish procedures to ensure that the planning, programming, budgeting, and
financid activities of the Adminigtration comport with sound financid and fiscal management principles.
Those procedures shal, a aminimum, provide for the planning, programming, and budgeting of
activities of the Adminigration using funds that are available for obligation for alimited number of years.

SEC. 3295 TRANSITION PROVISIONS.

(8) COMPLIANCE WITH FINANCIAL PRINCIPLES.---(1) The Under Secretary of
Energy for Nuclear Security shal ensure that the compliance with sound financia and fiscal management
principles specified in section 3252 is achieved not later than October 1, 2000.

(2) In carrying out paragraph (1), the Under Secretary of Energy for Nuclear Security shall
conduct areview and develop aplan to bring gpplicable activities of the Adminigtration into full
compliance with thase principles not later than such date.

(3) Not later than January 1, 2000, the Under Secretary of Energy for Nuclear Security shall
submit to the Committees on Armed Services of the Senate and the House of Representatives a report
containing the results of that review and a description of that plan.
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COMPLIANCE WITH THE FAR

| ntroduction:

Section 3262 of the National Nuclear Security Administration Act (Title 32, Pub. L. 106-65)
(hereinafter, Act) requires the Adminigtrator of the Nationa Nuclear Security Adminigtration (NNSA)
to “ establish procedures to ensure that the mission and programs of the Administration are executed in
full compliance with al gpplicable provisions of the Federd Acquisition Regulation (FAR) issued
pursuant to the Office of the Federd Procurement Policy Act.” Section 3295 of the Act further
requires the Under Secretary of Energy for Nuclear Security to ensure such compliance no later than
October 1, 2000. Additionally, the section requires the Under Secretary to develop aplan to
accomplish this objective and to submit to the Committees on Armed Services of the Senate and the
House of Representatives areport containing a description of that plan.

Findings:

The Department of Energy has reviewed the subject statutory requirements and its current practices for
procurements related to NNSA mission activities and plans to issue NNSA - specific procedures to
ensure compliance with the Act’ s requirements contemporaneous with the generd effective date of the
Act's provisons on March 1, 2000. The procedures shal be generdly consistent with other
Department-wide requirements and controls having smilar effect, as discussed further herein.

The Federad Acquisition Regulation, issued jointly by the Generd Services and Nationa Aeronautics
and Space Administrations and the Department of Defensg, is the primary document of a regulatory
system which contains acquigtion policies and procedures generdly gpplicable to the Federd executive
agencies. The Federd Acquistion Regulations System, which is defined and administered by the FAR,
aso incdludes agency regulations which implement or supplement the FAR.

Pursuant to the FAR, agency heads or their designees may issue agency acquisition regulations that
implement or (to the extent necessary to satisfy specific needs of the agency) supplement the FAR and
incorporate agency policies, procedures, contract clauses, solicitation provisions, and forms that govern
the contracting process or otherwise control the relationship between the agency and its contractors or
prospective contractors. The FAR provides that agency regulations should not, however, unnecessarily
repeet or restate materia contained in the FAR or (except as provided by the FAR) conflict with its
coverage. The FAR does, however, permit and, indeed, encourages agency deviations from its
requirements, unless precluded by law, executive order, or regulation.

The Department of Energy is subject to a statutory requirement contained in Section 302 of Public Law
106-60, the Energy and Water Development Appropriations Act, 2000, which provides that none of
the funds appropriated by that legidation “may be used to award, amend, or modify a contract in a
manner that deviates from the Federd Acquisition Regulation, unless the Secretary of Energy grants, on



acase-by-case basis, awaiver to dlow for such deviations.” The waiver is not delegable, and
Congressiond notification must be provided of itsexercise. Identicd legidative language has appeared
in each gppropriations act for fisca years 1998 though 2000. The legidative history accompanying this
datute notes that in implementing the requirement “the Department is directed to be cognizant of and
utilize provisions of the Federd Acquisition Regulation that permit exceptions to the FAR and
provisonsintended to address the specid circumstances entailed by management and operating
contracts’. The Department has implemented this statutory requirement in each of the three fiscdl
years, and has established procedures to ensure compliance with its requirements, including the waiver
and notice provisions. Asa practicd matter, few deviations have been authorized. For example, the
Secretary has authorized deviations from the FAR for purposes of conforming the Department’s
contracts with statutory requirements of genera applicability for which the FAR is out of date.

The Department’ s management and operating contracts for its government-owned, contractor-
operated facilities, including those to be overseen by the NNSA, are covered by the FAR. Specificaly
FAR Part 17.6 sets out policies and procedures for agency management and operating contracts. In
addition to defining the management and operating contract concept, describing the limitations on the
use of this contracting method, and discussing the specia circumstances surrounding the award,
renewa, and extension of these contracts, this subpart of the FAR envisions the promulgation of agency
regulations governing such contracts. DOE, as authorized by the FAR, implements and supplements
FAR Part 17.6 in DEAR 917.6 and 970 respectively. These agency regulations were published in a
rulemaking a the time the FAR was initidly issued in 1984, and were reviewed and gpproved by the
Office of Management and Budget (OMB). Subsequent changes to these regulations have been
published for public comment and are subject to a statutorily prescribed procedure which authorizes the
Adminigrator, Office of Federad Procurement Policy, OMB, to deny the issuance of or rescind any
agency regulations on the bass that the regulation isinconsstent with FAR.  Private parties may use
this vehicle to chalenge agency regulations. No chalenge to any DEAR change has been made on that
basis.

Planned Actions:

In order to ensure compliance with the requirements of the NNSA Act the Department intends to issue
through the Administrator, NNSA, policy and procedures specific to that organization which will
conform its purchasing activities to the requirements of the FAR and the FAR system. Further, that
guidance will continue for NNSA application the limitations on deviations imposed by the Energy and
Water Development Act and the existing procedures which implement it. Additiondly, the Department
intends to complete and implement prior to October 1, 2000, aregulatory review initiative which it
undertook over ayear ago to review and overhaul Departmental policies and procedures applicable to
management and operating contracts. The purpose of that review was, among other things, to clearly
define the relationship between the FAR and DOE supplementary regulations, to assess the continuing
need for FAR supplementd coverage, to diminate regulatory language that unnecessarily duplicated or
paraphrased FAR requirements, and to the extent necessary standardize certain subject matters for
which no regulatory guidance existed. A proposed rulemaking to implement this effort isimminent, and
it is anticipated that the Adminigtrator will endorseitsfina changes.
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