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DESCRIPTION OF PROBLEM
The majority of the Department’s programs are accomplished through contracts, particularly those that provide management and operating capabilities for running the Department’s facilities.  The Department has previously been criticized for not effectively managing these contracts due to the absence of competition in contracting for major facility management contracts, the general indemnification of contractors for the cost of all performance failures and liabilities under a contract, the lack of contractual features to ensure contractor performance accountability, the absence of a strong focus on environmental, safety, and health concerns, and weak controls over such areas as records management, overtime, and litigation. The Department has established the appropriate policies and procedures to address these problems; however, programmatic implementation of these policies and procedures is not consistently occurring throughout the Department to provide sufficient oversight of contractors.  Specific contractor oversight problems have been identified by the Inspector General at the Department’s environmental cleanup sites and laboratories conducting national security and scientific activities.  Adequate oversight is needed to assure that contractor operations are effective and efficient.     


PRIOR YEAR ACCOMPLISHMENTS
The Department, through its Contract Reform efforts and other follow-on initiatives, has drastically changed its contract management policies and practices.  The Department has changed its policies with respect to competing management and operating contracts, and developed and issued a comprehensive guide for the administration of managing and operating contracts.  Under the revised regulations, we now hold contractors financially accountable for certain fines and penalties, property losses and litigation costs.  Fixed-fee management contracts with ill-defined performance expectations have been eliminated, and performance-based management contracts with defined performance objectives and related at-risk financial incentives have been created.

The Department has also initiated several workforce restructuring efforts.  For its closure contracts the Office of Environmental Management (EM) initiated the use of Cost Plus Incentive Fee contracts that motivate the contractor by providing maximum fee for achieving early physical completion of work at significant cost savings.  During FY 2006, EM certified completion of environmental cleanup of the Rocky Flats site.  During the early 1990’s, cleanup of Rocky Flats was projected to cost more than $37 billion and was expected to take at least 70 years.  Instead, the Rocky Flats cleanup was certified as completed in December 2005, 56 years ahead of schedule at a cost of approximately $7 billion.  The Columbus site in Ohio has also achieved physical completion of work in FY 2006.  In addition to successful site closure, EM, to streamline the procurement process and reduce costs through competition, has awarded Indefinite Delivery/Indefinite Quantity (IDIQ) contacts for Environmental Remediation/Waste Management Services, and Deactivation, Demolition and Removal of contaminated and Non-Contaminated buildings.  For major procurement activities beginning in FY 2006, EM has implemented comprehensive training for members of Source Evaluation Boards.  In the future, EM will continue to work the Office of Procurement and Assistance Management to establish a more systematic way of communicating procurement program lessons learned and best practices with staff involved in planning and managing its contract and contracting processes.  
In FY 2007
, Science (SC) continued implementation of its new restructured organization that places clear line management accountability for the laboratory contracts at the Site Office.  This sharpened the focus within SC for ensuring efficient and effective SC laboratory mission and operational performance.  

In May 2003, the Secretary promulgated the principles for implementing performance-based management, which are supported by SC and National Nuclear Security Administration (NNSA) re-engineering and restructuring efforts.  That guidance confirmed the principles established by the Under Secretary, which are bringing about fundamental changes in the administration of field operations and laboratory contracts that decrease direct DOE oversight in day-to-day activities, increase contractor authority and accountability, and result in the development of understandable and agreed upon performance measures.  The Secretary also clarified roles and responsibilities across the Department and the role of the Office of Health, Safety and Security in oversight of contractor performance in safeguards and security, cyber security, ES&H, and emergency management.  

PLANNED CRITICAL MILESTONES
	PLANNED CRITICAL MILESTONES
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	NNSA
	

	 Continue streamlining of procurement activities and make sure that performance-based incentives placed in contracts supporting the EM program continue to ensure that the EM program protects the environment and manages legacy nuclear waste safely, expeditiously, and in a cost-effective manner 
	9/03
	Ongoing


	EM
	J. Rispoli


	Restructure Federal workforce to provide clear line management accountability that will result in more efficient and effective oversight of our laboratories.  
	12/04
	Ongoing


	SC
	R. Orbach



PROGRESS STATUS 

In FY 2007, SC continued implementation of its new restructured organization that places clear line management accountability for the laboratory contracts at the Site Office.  This sharpened focus within SC will aid the efficient and effective SC laboratory mission and operational performance.  SC also is utilizing its new contract approach to compete the Pacific Northwest and Princeton contracts.  In addition, SC has completed its revision of new performance measures and has been conducting both technical and business reviews with each of their laboratory contractors and issues assessments under the new measures for all of the SC laboratory contracts.

Recognizing the need for increased focus on contract management and oversight, and the procurement process, the Department has restructured EM to include a Deputy Assistant Secretary for Acquisition and Project Management (DAS/APM).  In addition, the National Academy of Public Administration (NAPA) is conducting a review of EM’s organization and management, in response to direction from the House and Senate Energy and Water Appropriations Subcommittees, with special emphasis on EM’s contracting procedures and oversight.  NAPA has provided EM unpublished interim observations in fall 2006 which are currently under consideration.  At the end of its review, NAPA will issue a published report that summarizes its findings.  Concurrently, the DAS/APM acquired the services of Acquisition Solutions, Inc. to assist in the development of contract execution and procurement processes that implement NAPA recommendations and are cognizant of the recognized best practices in the Government and industry contracting community.  The Assistant Secretary is expected to act upon these proposals in FY 2007.  EM has created a business process that allows procurements to be treated as part of an ongoing system that vertically integrates acquisition planning and project management, leading to more effective management of contracts.  EM is also taking steps to build and manage a centralized acquisition planning structure.  Lead managers for the DAS/APM have started developing detailed actions plans and timetables for implementing NAPA’s recommendations related to acquisition.  Included in these efforts is the development of a Concept of Operations for a sustained EM/HQ capability to perform major acquisition activities and initial staffing for its implementation.  EM is also developing an implementation plan for establishing a single EM Head of Contracting Activity that will improve EM’s capability to process major procurement actions and institute a management structure and approach that will ensure timely contract award and efficient procurement operations.  
, NNSA Site Manager reporting has been realigned to the Deputy Administrator for Defense Programs to enhance management accountability and provide consistent programmatic, management and administrative guidance to all areas, including contract administration.  NNSA continues to work towards the NNSA of the Future and to make its Contractor Evaluation Process more efficient, effective and responsive to NNSA needs.   One specific performance management tool being utilized, instituted by NNSA’s Senior Procurement Executive, is a balanced scorecard/objective matrix.  Additionally, NNSA has implemented independent PEER reviews of the contractors’ Purchasing and Property systems.  These tools allow managers, at all levels, to evaluate progress in various topical areas of Contract Management. 
PROPOSED CLOSURE DATE 
Correction is expected to extend into the out-years with the completion date to be reassessed in FY 2007.
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