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Project Management Improvement Actions /M MA a2 ﬂ

* Re-write of DOE O 413.3 to incorporate enhanced planning and
Integration of safety into design

« PMCDP - over 72 people certified in the NNSA. Over 260 in DOE
 PMP Bootcamps — over 150 people certified by PMI

« EVMS certification of most of our M&O contractors

 Enhanced Technical IPR process (BOP)

 Enhanced ESAAB process (BOP)

 Enhanced QPR process and status reporting to NA-1/NA-2 and S-2
 New Value Management process (BOP) and related training

« Emphasis on Knowledge Management/Lessons Learned

— NA-54 Website, NA-54 PM Bulletin, Annual NNSA Project
Management Workshop, Monthly NNSA Project Management
Teleconferences.

» |CE contracts — Formation of Office of Cost Analysis (CF-70)
* Guides development (17 DOE O 413.3A Guides)
« DOE Standard 1189
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Planned Actions, Products and Schedule m"anmars.murwmm.smon
Action Products Schedule / Status
Properly Integrated Project Team Survey Survey responses have been analyzed.

resource our
projects with

FTE needs identified and being filled —about 10
FTEs on UPF and PDCF.

qgualified Needs Assessment Completed.

personnel

Effective Program Requirements Program Requirements Document BOP issued

requirements Document Business Operating February 2008

definition Procedure Project Definition Rating Index Model and associated

process Project Definition Rating Index Manual Drafted June 2008.

Technology Readiness Level PDRI Manual and Business Operating Procedure

finalized in 2QFY09.
Develop & Conduct PDRI and PRD training 2QFY09.
Develop NNSA TRL model by 2QFYQ09.

Improve our Cost Estimating Business Cost Estimating Business Operating Procedure

cost Operating Procedure currently in REVCOM - awaiting, Management

estimating Cost Estimating Guide Council approval.

capability New Cost Estimating Group in CFO Actions:

CFO

—Office of Cost Analysis (CF-70) established in December
2007.

—DOE Cost Estimating Order and Guide by December 2008.
—Initial databases/models by June 2009.
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Action Products Schedule / Status
Improve our Construction Contracting Improvement Construction Contracting Improvement Group
acquisition Group outp_uts. . _ —Inputs received from _prlvate sector companies via EFCOG.
. Complex-wide construction contracting —Summary report due in 4QFY08.

planning/ Enhanced use of Management and Partner with Service Center personnel to supply acquisition
contracting Operating Contractor Award Fee pools to planning and contracting support to FPDs and IPTs.
capability incentivize construction Conduct training in 1QFY09.

Enhanced training for Federal Project

Directors

Provide Service Center support to Federal

Project Directors
Improve our Risk Management Business Operating Risk Management Business Operating Procedure - Develop
ability to Procedure and issue in 2QFY09.
. . Training for Federal Project Directors, DOE Risk Management Guide - Issued in September 2008.
identify and

manage project
risks

Program Managers and Acquisition
Executives

Develop and conduct training in 2QFYQ09.

Integrate with Quarterly Project Review and Energy Systems
Acquisition Advisory Board processes in 2QFY09..

QPR Business Operating Procedure —Develop and issue in
2QFY09..

Clarify roles,
responsibilities,
authorities, and
accountability
in project
management

413.3A Implementation Reviews

NNSA FPD of the Year Award

Project Management Functional
Accountability Process — Mobility

Project Management Roles and
Responsibility Training for Federal Project
Directors

Site-wide DOE O 413.3A assessments complete. Report
issued and briefed to NA-2 and Management Council.
NNSA FPD of the Year Award presented in July 2008 at the
NNSA Project Management Workshop.

Issue Functional Accountability Implementation BOP
in21QFY09.

Filming of Level 4 Federal Project Directors at 4 sites -
Lessons-Learned -completed in October 2008.

Project Management Roles & Responsibilities brochure being
finalized. Training to be developed in 2QFYO09.

Roles & Responsibilities pilot course to be develop%d and
piloted in 2QFY09.

National Nuclear Security Administration




Special Focus Area# 5. Construction Contracting %Av' ' %)
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« Almost every subcontractor bid is coming in 30-50% above the
Government Estimate.

* Inthe NNSA, on average, we're only getting 172 bids per solicitation.

« Improper DOE/M&O contractor risk allocation. DOE really needs to
Improve in this area.
« RFPs & associated clauses - examples:
— “Bruce Springsteen” Clause.

— Economic Price Adjustment/Materials escalators. Mercury Highway
success.

— Greater use of CPIF vs FFP/LS contracts.

— Specify funding profile in the contract.

— Site access/productivity concerns.

— Critical Size Threshold for subcontracts (less than $40-50 million).
« Lack of M&O contractor incentives.

* Need to provide more CO support to our Federal Project Directors
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Construction Contracting Improvement Sub-Element. //le’swdm
Methodology

« EFCOG Questionnaire and Input
« RFP Reviews

— Fire stations Nevada
— NMSSUP Phase Il Los Alamos
— HEPF Pantex
— Mercury Highway Nevada

« CIl Risk Information

« RAMP Model

* R & R Report Nevada

* Project Lessons Learned

— Fire stations Nevada

— NMSSUP Phase I Los Alamos

— HEPF Pantex

— MOX Savannah River Site

— Mercury Highway Nevada
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A Construction actions not streamlined

0 RFPs too voluminous/complicated which scares competitors
away.

0 Competition is too narrow.

d Contractors take their expertise elsewhere to bid other
construction actions.

0 Lack of a centralized solution for standardization.
0 Heavy Reliance on M&O.

A Federal structure and expertise
d Project Acquisition Strategy.
ACurrent Acqui siti on -3Ptocusmentyy f oc

A Firm Fixed Price lump sum default (Should be preferred not
default.

A Volatile Market Conditions.

d Site conditions (access, transit, security, clearance, productivity
etc.).

0 Project Risks. 9
d Inadequate or Poor Cost Baselines.
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A Shorten RFP&ds and work to remove ob
Select appropriate Contract type FFP, EPA, CP etc. based on risk and risk sharing.
Government NNSA oteamdé devel op standardi zed
Standardize solicitation/contract format and conditions.

Eliminate unnecessary contract clauses and those that increase costs unnecessarily.

Security Requirements.

Access to construction site.

A Develop strategic solution

0 Create office within NNSA
A Prepares the project Acquisition Strategy
A Create core group of construction contracting experts
A Perform alternative analysis prior to CD -1
A Thccle one organization for construction contract clauses, standards complex
wide
A Award overarching construction contracts that can be
segregated by:
A Region, Magnitude (Project costs) or Type of construction projects (i.e. RAMP)
A Standardized format for contract actions if requirements need to be fulfilled
outside overarching construction contract
A Procurement (Fed)
A Perform Market Analysis for projects starting at CD -0
A Participate on IPT (Fed)

Ox Ox Ox Ox Ox Ox
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There is room for improvement in project management in the
DOE.

We have taken many steps to improve our processes.
We probably don’t need any more requirements/tools.
We need to do a better job of execution.

Some failures are probably inevitable.

We can probably do a better job of making Congress aware of
our successes.

11
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A Reduce energy intensity by 30% by 2015.
A Reduce water intensity by 16% in all DOE facilities by 2015.
A Acquire at least 7.5% of all energy from renewable sources.

A Attain LEED Gold Standard on all new buildings and on all
buildings undergoing major renovations.

Any Energy Savings/Renewable Energy
ldea Is a Good Idea!!!

12
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 Very fact-based. Cordial.

« Much faster than previous transitions. S-1 is already confirmed.
 Emphasis on FY 2010 budget.

« Omnibus Appropriation expected for FY 2009.

« Tom D’Agostino is still NA-1.

« Themes:
— Carbon emissions
— Renewable energy and supporting technologies
— Oilindependence
— Create jobs
— Energy efficiency
— Limited nuclear power

* NNSA Issues: CMRR/UPF/PDCF, PDCF size/configuration,
RRW, Stockpile size, MOX Funding, Pit Mfg., Complex Trans.

13
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Developed in Mid-December. Submitted to Congress December 30, 2008.

Parallel efforts going on in other programs.

X

Emphasis on “shovel-ready” projects.
Total funding requested — $1.3 billion. 5,700 jobs created.

Includes renewable energy, GPP, Transformation Disposition (D&D), and
Infrastructure projects.

Senate and House versions of the bill differ greatly.

— House version gave SC an additional $1.9 Billion, EM an additional $0.5 Billion,
and the NNSA $0.0 Billion.

14
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* Need to put more “meat on the bones” in some cases.

* Need innovative ideas on acceleration of implementation:
— NEPA.
— Acquisition Strategies — partnerships/ Cooperative Agreeements.
— Critical Decision process.
— Lessened oversight.

« Additional projects and/or substitutions.

15
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When the Democrats Come Into Power: tionst NS enur e mstation

FY 2010 Passback

* Nuclear Energy |
« Energy Efficiency/Renewables

* Environmental Clean-up
 Defense/Weapons l

« Science

16
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Back-up Slides
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Status as of August 31, 2008

Total Project Certified FPDs Certified FPDs Total
Site # of Projects Costs ($M) (Incumbents) (Candidates) Certified FPDs
Kansas City 1 $215.0 1 2 3
Los Alamos 10 $1,634.6 6 14 20
Lawrence Livermore 2 $2,261.4 1 4 5
Nevada 3 $200.8 3 6 9
Pantex Site 5 $276.7 4 0 4
Sandia 4 $693.9 3 3 6
Savannah River 3 $7,393.5 2 0 2
Y-12 7 $4,409.1 5 2 7
Various Other * 3 $957.8 3 13 16
Total: 38 $18,042.7 28 44 72

*Various Other includes: Seversk, Russia, $387.5M; Zheleznogorsk, Russia, $570.5M; Fuel Fabrication
Capability, $TBD.

FPD = Federal Project Director

18
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Inadequate pre-project planning/requirements definition
Abrogation of “Owner’s Role”

Alternative Analysis & Acquisition Strategy not adequate/robust
Next phase not sufficiently defined for decision making

Only a limited set of risks or limited mitigation/management.
Resource allocation not using risk analysis. Lack of risk informed
decision-making.

Inadequate use of EVMS

Mission Need not linked to Strategic Goal

Facility Startup process not sufficiently planned

Total Estimated Cost vs. Other Project Cost binning concerns (chart
of accounts)

IPT membership incomplete or not involved

Lack of Budget integration and linkage (timing of
funds/appropriations, Critical Decisions, Project Data Sheets, etc.)

DOE context not adequately accounted for (Critical Decisions,

External Independent Reviews, procurement, etc.)
19
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; Top Twenty Causes of DOE Project Failures — Cont’d/ll W A’ &
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« Overly optimistic assumptions and cost/schedule estimates
* Incomplete design prior to commencing construction

« Design/Safety Issues

» Lack of Experience — especially on large nuclear projects

« Poor Contracting Strategy/Execution:
— Risk allocation
— Inappropriate contract types
— Lack of accountability (contractors)

— Lack of contractors’ financial commitment toward project success —
lack of incentives.
* Increased role of material/cost escalation — market forces
« Changing requirements — e.g. DBT changes, seismic changes
« Poor cost estimating, especially Government Cost Estimates. Lack
of databases on actual costs and cost models.

20



