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INTRODUCTION

PURPOSE OF THE REPORT

The purpose of this report is to highlight the amounts of and trends in support costs
incurred by 28 of the Department’ s largest contractors, classified by functional activity.
These represent the majority of contractor support costs for the Department’s sites. This
report isissued in response to the House Report, 105-581, accompanying the Energy and
Water Development Appropriations Act for fiscal year (FY) 1999, which commended the
Department on the development of the Support Cost by Functiona Activity (SCFA)
Systemand the annual SCFA Report. Support activities are functions that are necessary
to be performed to enable Department of Energy (DOE) sites to accomplish their direct
mission activities. Accounting, procurement, human resources, safety and healthand
maintenance are examples of support cost. An example of adirect mission activity (not
included in support) could be a scientist directly involved in performing research.
Support costs do not include the costs of capital equipment or construction.

While support costs represent a substantial amount of money, management of these costs
is the responsibility of the predominant program at each site DOE corporate budget and
accounting systems do not provide visibility for these costs. This report provides the
relevant insights into support costs for the Department.

WHY CAPTURE SCFA?

The functional cost concept recognizes that the classification of costs as being charged in
adirect or indirect manner is not relevant to measuring the activity required to support
direct mission programs in the Department. Therefore, instead of classifying costs as
direct or indirect, they are classified as either mission direct, constructionor support
costs. These components together represent total program costs. By eliminating the
focus on how costs are distributed, a better picture may be obtained as to how much is
being expended to support our critical missions and whether those amounts appear
reasonable.

BACKGROUND

The SCFA Report began as away to identify the cost of the Department’ s support
programs and the trends in those costs. The managing and reporting of support costs was
initiated as a cooperative effort between the Office of the Chief Financial Officer, the
Department’ s program offices and the Financial Management Systems Improvement
Council (FMSIC). Thisrelationship is based on a belief that the appropriate level of each



support cost was best determined at the levels closest to the activities, that is by the
cognizant Departmental field offices and the contractors.

Prior to FY 1997, Department-wide support cost data showing the nature of, amount of
and trends in these costs was not available. For example, the Office of Environmental
Management could not determine how much of its funding for environmental cleanup at
DOE sites was being expended on actua “hands on” cleanup versus support-related
activities. Recognizing the importance of managing these costs, and in response to
requests from Congress and the Government Accountability Office (GAO), the
Department’ s Chief Financial Officer implemented the SCFA System. Site contractors
input cost data into the SCFA System and DOE Field CFO’s review and certify each
submission for accuracy. In implementing SCFA to track support-related costs,
consistent functions for 22 specific cost categories—such as facility management,
safeguards and security, and site maintenance—that contractors use in reporting their
support-related costs were developed. These 22 specific categories fall into three broad
categories: general support, mission support and site specific support. The remaining
cost incurred by the Department represents direct mission activity, as well as capital
eguipment and construction costs. Definitions of support cost categories were devel oped
jointly by the program offices, the Office of the Chief Financial Officer and FMSIC to
ensure that contractors conform to uniform standardsin reporting their support-related
costs.

The SCFA Report isonly one of severa tools to help improve support cost management.
We also recogni ze the other roles/tools of site offices, including institutional planning,
performance appraisals and broad sharing of lessons learned and best practices among
laboratories/contractors who regularly update their progress.

FMSIC

FMSIC isaDepartmental financial management idea- sharing forum comprised of DOE
Chief Financial Officer staff and contractors. FMSIC provides a forum for contractors to
share successful approaches (best practices) which could provide gainsin budget and
accounting economy and efficiency. FMSIC also established the SCFA Peer Reviews
Program designed to ensure consistency and data integrity in support cost reporting. The
Council meets periodically to discuss contractor financial management issues, including
support costs and the results of peer reviews.

EXTERNAL AUDITSAND REVIEWS

GAO recommended in its September 2002 report, “DOE Contractor Management:
Opportunities to Promote Initiatives That Could Reduce Support-Related Costs’ (GAO-
02-1000) (http://www.gao.gov/new.items/d021000.pdf), that the Department "...develop
a system to analyze the merits of cost-saving initiatives implemented at contractor sites,
identify those that have broader applicability in DOE and work with program offices to



promote those most likely to reduce support-related costs.” In response, the Department
collected, reviewed and highlighted cost-saving initiatives with broad applicability
beginning with the FY 2002 annual report. It isthe Department’s intent to promote those
initiatives that may provide opportunities for other contractors across the complex. The
annual report is provided to all headquarters program offices, field locations and
individual contractors.

In September 2005, the GAO issued its report, “Department of Energy: Additional
Opportunities Exist for Reducing Laboratory Contractors Support Costs’, (GAO-05-
897) (http://www.gao.gov/new.items/d05897.pdf). GAO concurs with the Department
that indirect cost rates cannot be compared across sites and DOE can utilize support costs
as abasis for assessing internal cost management.

In the report, GAO presented five recommendations for executive action:

1) Work with the Financial Management Systems Improvement Council (FMSIC) to
clarify definitions of functional support cost categories.
Action: Concur: The CFO isworking with FMSIC to clarify functional support cost
definitions.

2) Evaluate the effectiveness of the pilot award-term program at Sandia National
Laboratories (SNL) prior to extending the program to other laboratories.
Action: Concur: Evaluation of the SNL pilot has been completed and supported
program extension.

3) Complete revisiors to DOE Order 350.1 which will (1) extend the requirement to
benchmark the value of employee benefitsto all contractors, (2) require prompt
corrective action if the value of benefits exceeds the allowable range, and (3) extend
the benchmarking requirements to include the costs, as well as the values, of the
benefits.

Action: Concur: The Order is being revised and is targeted for issuance in FY 2006.

4) Develop a long-term sustainable maintenance approach for contractor facilities that
meets day-to-day maintenance requirements, reduces the maintenance backlog and
minimizes its reaccumulation.

Action: Concur: The Department is developing long-term maintenance plans including
estimated costs and milestones.

5) Require that each DOE management and operating contractor implement a process
improvement program that routinely assesses the efficiency and effectiveness of
business practices and other operations.

Action: Concur: The FY 2006 SCFA reporting process will require contractors to
define their formal process improvement program.

The Department has begun addressing the recommendations and is currently on track to
complete corrective actions by September 2006.
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LIMITATIONS OF FUNCTIONAL SUPPORT COST DATA

This report is a cost management tool and cannot be used for making site-to-site
comparisons due to the numerous site specific factors that influence supports costs. In
addition, support cost alone should not be used to make broad program funding decisions.
The report may be used in conjunction with other tools (e.g. budget reports, planning
documents, etc.) to promote stronger program management and planning. By eliminating
the focus on how costs are distributed, a better picture may be obtained as to how much is
being expended for support activities and whether those amounts are reasonable.

Functional support cost is not determined based on fully alocated cost and cannot
automatically be interpreted as indirect/overhead costs as this term is defined by the Cost
Accounting Standards (CAS) included in the Federal Acquisition Regulations. The
contractors are subject to CAS and do not budget, accumulate or distribute costs in their
formal accounting systems in the manner reflected in this report. 1n the formal accounts,
the amounts reported as functional cost are distributed, directly or indirectly, to program
activities and lose their identity. Therefore, the functional support costs are reported on a
prime cost basis (i.e., prior to any cost distribution) and, by definition, may include both
direct and indirect costs.

The data reflected in the report was obtained by analyzing information contained in the
contractors' financial management systems and apportioning costs into the SCFA
categories. While the total cost for each contractor is accurate and a standard set of
definitions was used, apportioning the costs to functional categories requires the exercise
of management judgment. Numerous factors affect the mix and volume of expenditures
at agiven site. These factors vary from site-to-site in both applicability and relative
magnitude. For example, cost variances across sites will result from differencesin the
type, size, nature, environment, etc., of actual work activities.

Field offices are responsible for the quality of the functional cost and cost savings
initiative data. DOE Field CFO’ s review and certify each submission for accuracy. The
goal for data accuracy is 100 percent, although it is recognized that it may not be possible
to achieve an overall accuracy greater than 90 to 95 percent due to professional judgment
involved in categorizing cost at each site. However, the current level of accuracy is
sufficient for comparison of a given site over time, but not across sites.
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DEPARTMENTAL RESULTSAND TRENDS

The Department’ s 28 submitting contractors reported FY 2005 costs of $19.2 billion;
$7.7 billion total functional support cost, $10.2 billion direct mission and $1.3 hillion for
congtruction. Refer to the tablestitled “Trends in Total Support Cost by Functional
Categories,” inthis report for a detailed analysis of functional support cost for the
Department and its major mission areas. The chart below reflects the five year trend in
total functional support cost, direct mission and construction. Functional support cost
and direct mission hasincreased $1.6 billion and $2.4 billion respectively for the period
FY 2001 to FY 2005. Construction has remained relatively stable.

Chart 1 - Support Cost Trend Relative to Direct Mission and Construction ($000,000)
$12,000

$10,000 _—=
$10,204
$9,555
$8,981
$8,000 — $8.438
$7.838 $7,651
$6,889 $7.195
$6,000 $6.509 —e— Functional Support Cost
$6,067 —&— Direct Mission
— — Capital Construction
$4,000
$2,000
e ——eeeoeeeee
$1,347 $1,448 $1,537 $1,443 $1,346
$- T T T T
FY2001 FY 2002 FY2003 FY 2004 FY 2005

As the Department’ s direct mission increases, the support must also increase. However,
the percentage of support cost to the total Department expenditures remained stable while
the percentage of direct mission cost to total cost increased. As Chart 2 shows, the

FY 2005 percentage of functional support cost to total cost is 39.8 percent, the same as
FY 2001, and the percentage ranged only .3 percent over the five years. The percentage
of cost applied to direct mission increased from 51.4 percent to 53.1 percent.



Chart 2 - % Of Total Cost for Each Component of Cost 1/
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As reflected in the table below, the Department has been increasing the percentage of its
budget spent on direct mission since the inception of functional support cost in FY 1995.
Currently the Department is spending the largest percent of its budget on mission direct

activities since 1995.

Table 1 Functiona Support Cost asa% of Tota Cost* Since FY 1995

Functional Support as a
% of Total Cost

Mission Direct asa
% of Tota Cost

FY 1995 43.6 45.3
FY 2000 40.4 51.9
FY 2005 39.8 53.1

* Less Capitd Equipment and Construction

1/ The FY 2004 Functional Support Cost percentage was adjusted by .1% from the FY 2004
Support Cost Report due to an $3 million restatement recommended by an SCFA peer review.




I. Largest Support Cost Categories

Table2 Three Largest Functional Support Cost Categories
FY 2005 FY 2005 % OF TOTAL
FY 2005 | % of TOTAL | FUNCTIONAL SUPPORT
SUBCATEGORY  (($000,000) COST COsT
Maintenance 896.9 4.7% 11.7%
Safety and Health 8134 4.2% 10.6%
Information Services 790.7 4.1% 10.3%
Total 2501.0 13.0% 32.6%

In FY 2005, the three largest functional support cost categories accounted for

approximately 33 percent of the total functional support costs at the 28 contributing sites.

Over past years, these three categories have traditionally accounted for the highest
percentage of total cost. Trend datafor these and al other categories can be found on

page 16. The following is a brief description of each of the subcategories identified in

Table 2.

Maintenance - A significant number of the Department’s facilities are aging and
obsolete. The Department has begun to require contractors to address the backlog of
maintenance projects while they also manage current maintenance needs. Although
this effort will involve significant costs in the near term, it could reduce functional
support costs in the long term.

Safety and Health - These costs reflect a heightened emphasis on safety and are
associated with safety and health programs, such as emergency preparedness, fire
protection, industrial hygiene, industrial safety, occupational medical services,
nuclear safety, work smart programs, radiation protection and management oversight.
In FY 2005, the Secretary approved a new DOE oversight policy to ensure DOE line
management and contractor assurance processes are established to further enharce the
protection of the public and the Department’ s workers. The Office of Security and
Safety Performance Assurance conducted inspections to eval uate the effectiveness of
selected ingtitutional safety and health processes.

Information Services — These costs rose in response to the continuing need for
support of computer-based systems that will integrate, unify, modernize and
streamline the way the Department handles administrative functions, including
financia records, time-and-effort reporting, project management, property
management and facility maintenance. Costs reflect an increased customer demand

for software and associated licenses, desktop servicesand integrated computing
network services.
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1. Three Support Cost Categorieswith the Lar gest Percent Increase

Table3 Three Support Cost Categories With the Largest Percent Increase
% of Total | % of Total
FY 2001 | FY 2005 % Cost FY Cost
SUBCATEGORY | ($000,000) | ($000,000) (Increase 2001 FY 2005
Safeguards and 508.7 783.9 54.1% 3.3% 4.1%
Security
Management/Incentivg 406.4 594.2 46.2% 2.7% 3.1%
Fee
L DRD/PDRD/SDRD 234.6 3379 44.0% 1.5% 1.8%
Total 1,149.7 1,716.0 | 49.3% 7.5% 8.9%

Overdl, from FY 2001 to FY 2005, functional support costs increased by approximately
$1.58 billion. The following provides a description of the three categories with the
largest percentage increases in functional support costs from FY 2001 to FY 2005:

Safeguards and Security - The events of September 11, 2001, and increased
emphasis on Homeland Security continue to drive safeguards and security costs
higher. This category of costs accounted for the largest dollar increase from FY 2001
to FY 2005. NNSA implemented corrective action plans to address the
recommendations provided by special study groups in security operations. The
Secretary approved a DOE oversight policy to ensure DOE line management and
contractor assurance processes are established to further enhance the protection of
national security assets.

Management/Incentive Fee - The increase in this category results mainly from the
Department’ s implementation of incentive award contracts used for cleanup and site
closure. The objective was to significantly decrease the amount of time projected to
clean up the Department’s sites. Reducing the timeline resulted in significant
reductions in the cost and risks associated with the contaminated sites. 1nthe mid
1990's, cleanup at Rocky Flats was expected to take at least 30 years. The contractor
(Kaiser-Hill) achieved incentives for the accelerated cleanup, which was
accomplished in 2006, significantly ahead of schedule. More recent applications of
incentive contracts are also placing more price risk upon the contractors which in turn
results in higher fees expected by the contractors. As an example, the most recent
changes involving the Savannah River (Westinghouse) contract resulted in increased
fee opportunities as a result of the contractor accepting significantly increased risk
associated with cleanup activities.
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Laboratory Directed Research and Development (LDRD), Plant Directed
Research, Development and Demonstration Program (PDRD), and Site Directed
Research, Development and Demonstration Program (SDRD) - Overall, from FY
2001 to FY 2005, the percentage of cost expended on LDRD/PDRD/SDRD for the
National Nuclear Security Administration and the Office of Science increased by 52
percent and 44 percent respectively. Sandia National Laboratory increased by $41.5
million, the largest increase among submitting sites. Three sites that had PDRD
activity in FY 2005 and had no cost in FY 2001; Kansas City ($1.683 million),
Pantex ($1.388 million) and Y-12 ($5.104 million). Also, Nevada had zero SDRD
activity in FY 2001 and $4.881 million in FY 2005. Within the overall context of
maintaining the vitality of the laboratories, the specific purpose of these three
programs is to provide the DOE laboratories with funds to undertake cregtive and
innovative research and development. All three components reflect costs incurred in
accordance with legislative authority.
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[11. Trends

The following table presents comparative FY 2005 and FY 2001 datafor each

category.
Table 4 —Trends in Functional Support Cost Sub-Categories
(All dollars are in thousands)
Change As $
FY 2005 | FY 2001 a% of Change
Asa%of | Asa% of FY 2005 FY 2001 Functional | FY 2001
Functional | Support Functional | Functional | support cost -
support Cost support support FY 2001 - | FY 2005
cost cost $ cost $ FY 2005

Safeguards and Sec. 10.24% 8.38% 783,865 508,706 1.86% 275,159
Management Fee 7.77% 6.70% 594,222 406,432 1.07% 187,790
Facilities Mgmt 7.69% 7.02% 588,117 425,807 0.67% 162,310
Information Services 10.33% 10.39% 790,677 630,405 -0.06% 160,272
Safety and Health 10.63% 11.26% 813,392 683,442 -0.63% 129,950
LDRD/PDRD/SDRD 4.42% 3.87% 337,910 234,606 0.55% 103,304
Maintenance 11.72% 13.48% 896,906 817,884 -1.76% 79,022
Utilities 5.61% 6.04% 429,268 366,729 -0.43% 62,539
Program/Proj Control 3.21% 3.05% 245,568 184,874 0.16% 60,694
Human Resources 2.92% 2.95% 223,110 178,723 -0.03% 44,387
Executive Direction 2.57% 2.52% 196,503 152,803 0.05% 43,700
Lab/Tech Support 2.59% 2.56% 197,979 155,510 0.03% 42,469
Other 1.75% 1.55% 133,953 93,907 0.20% 40,046
Information Outreach 2.29% 2.24% 175,162 136,092 0.05% 39,070
Procurement 2.14% 2.07% 164,051 125,446 0.07% 38,605
Central Admin Serv. 2.80% 3.06% 214,079 185,916 -0.26% 28,163
Taxes 1.45% 1.38% 111,238 83,852 0.07% 27,386
Quality Assurance 1.92% 2.11% 146,639 127,844 -0.19% 18,795
CFO 2.11% 2.42% 161,850 146,687 -0.31% 15,163
L ogistics Support 2.28% 2.66% 174,414 161,145 -0.38% 13,269
Environmental 2.72% 3.33% 208,245 201,760 -0.61% 6,485
Legal 0.84% 0.96% 64,046 58,404 -0.12% 5,642
Total Functional
support cost 100.00% 100.00% 7,651,194 6,066,974 0.00% 1,584,220
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V. Long-Term Analysis

The following table presents summarized actual data and projected costs that have
been redirected to mission direct activities as aresult of efficiencies displayed by the
Support Cost Report.

Table 5—Support Cost Analysis
(All dollars are in thousands)

(Mission Direct + Support Cost
Construction + As A Percent Support Cost $
Support Cost)= Percentage of Change From Change From the FY
Fiscal Year Total Cost Total Cost FY 1995 Baseline 1995 Baseline
1995 $13,992,966 43.6
1996 $13,298,807 42.6 1.0% $132,988
1997 $12,771,135 42.8 0.8% $102,169
1998 $12,905,644 42.3 1.3% $167,773
1999 $13,312,461 41.7 1.9% $252,937
2000 $14,394,608 40.4 3.2% $460,627
2001 $15,252,034 39.8 3.8% $579,577
2002 $16,394,699 39.7 3.9% $639,393
2003 $17,407,027 39.6 4.0% $696,281
2004 $18,192,510 39.5 4.1% $745,893
2005 $19,200,927 39.8 3.8% $729,635
Total $4,507,275

If you consider FY 1995 data as a baseline, we can estimate how many additional dollars
would have been consumed as support cost from FY 1996 through FY 2005. If the FY
1995 support cost rate remained at 43.6% in the 10 subsequent years, mission direct
funding would have decreased by over $4.5 billion. In FY 2005 alone, over $700 million
extra dollars would have been spent on support costs had we maintained the same rate as
in FY 1995. Due to our documented results, more dollars have been invested in mission
direct activities and less in support cost.
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COST SAVING INITIATIVES

Many of the Department’s major contractors provided information related to initiatives
implemented to manage and reduce functional support costs at their sites. Severa of
these initiatives may have broader applicability and may provide opportunities that could
be used by other contractors across the Department.

Many of the Department’s locations utilize Six Sigma, which is arigorous, statistically
based, customer-focused business methodol ogy to improve work processes. Six Sigma
allows for the design and monitoring of everyday business activities to minimize waste
and maximize use of resources, while increasing customer satisfaction. Six Sigmaisa
methodol ogy that applies advanced statistical tools to identify and eliminate defects,
waste, rework and non-value activities from business processes, resulting in improved
customer satisfaction, employee satisfaction and cost savings. By applying the
disciplined and rigorous Six Sigma methodology and performance-based |eadership tools,
sustainabl e solutions to business problems can be delivered. This approach focuses on
identifying and eliminating the cost of poor quality embedded in current business and
operationa processes through the use of qualitative and advanced quantitative tools and
techniques.

Below are severa cost saving initiatives, identified by the Department’ s contractors with
claimed savings of $6.7 million in FY 2005. These savings, reductions or cost
avoidances have been realized and reinvested at each site.

WASTE INFORMATION MANAGEMENT SYSTEM
Reported by Oak Ridge Environmental Mgmt. Enrichment Facility ($2.3 M).

This Process Improvement Project was undertaken to help reduce the budget for
the Waste Information Management System. The goal was to eliminate unneeded
functionality of the waste tracking database, while retaining those elements necessary
to maintain compliance with applicable requirements and regulations. The team
identified features that were not requirements-based and could be eliminated.

LEVERAGING COST SAVINGS AGREEMENTS
Reported by Pacific Northwest National Lab ($2.0 M).

Battelle continues to leverage cost savings by negotiating broad agreements that
benefit al of the labs managed by Battelle. This resultsin an estimated annual
savings to PNNL in excess of $2M for airline agreemerts, travel services contracts,
purchase agreements, rental car agreements, joint systems and joint software
purchases.
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ELIMINATION OF SUPPLEMENTAL INSTITUTIONS
Reported by Argonne National Lab and Sandia National Lab ($1.3 M).

The on-site Argonne service station and swimming pool were closed, which
resulted in cost avoidance of $353K for needed facility repairs and upgrades plusan
estimated $22K in annual maintenance costs. Also, Sandia closed the Coronado Club
(an eating facility) in FY 2005 resulting in a cost savings of $900K .

REDUCTION OF PROTECTED AREA VEHICLE TRAFFIC
Reported by Y-12 ($671K).

A Six Sigma Black Belt Process Improvement Project was initiated to reduce the
number of vehicle entries into the Protected Area by 50% to meet a business
imperative. A ticket process was implemented with an assigned number of tickets
allocated to each division. The reduction in entries also served to reduce the amount
of non-productive time people spend waiting in line for access.

RELOCATION TIERED AGREEMENTS
Reported by Kansas City ($459K).

Depending on the type of hire, three options are available that will set limits on
cost alowances for relocationexpenses. This will make it easier to estimate and
control costs. Previoudly, there was only one relocation agreement with maximum
benefits for all new hires and transfers, resulting in high costs to Departmental
overhead and expenses that were difficult to manage or predict.
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Trendsin Total Support Cost by Functional Categories

TOTAL FOR ALL 28 SITES ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY2004 FY 2005 2001To  2001To
FY 2005 FY 2005

Total Costs 15,252,034 16,394,699 17,407,027 18,192,510 19,200,927 3,948,893 25.9%

Capital Construction 1,347,050 1,447,954 1,536,512 1,443,083 1,345,977 -1,073 -0.1%

Total Costs Less Construction 13,904,984 14,946,745 15,870,515 16,749,427 17,854,950 3,949,966 28.4%

Total Support Costs 6,066,974 6,509,025 6,889,171 7,194,628 7,651,194 1,584,220 26.1%

Mission Direct Operation 7,838,010 8,437,720 8,981,344 9,554,799 10,203,756 2,365,746 30.2%

Mission Direct Operation as % of Total Cost 51.4% 51.5% 51.6% 52.5% 53.1%

Capital Construction as% of Total Cost 8.8% 8.8% 8.8% 7.9% 7.0%

Total Support Cost as % of Total Cost 39.8% 39.7% 39.6% 39.5% 39.8%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as % of TOTAL COST 39.8% 39.7% 39.6% 39.5% 39.8%

TOTAL SUPPORT COST 6,066,974 6,509,025 6,889,171 7,194,628 7,651,194 1,584,220 26.1%

TOTAL GENERAL SUPPORT as% of TOTAL 12.4% 12.2% 12.4% 12.2% 12.3%

TOTAL GENERAL SUPPORT 1,893,257 1,992,833 2164569 2214117 2,368,999 475,742 25.1%
EXECUTIVE DIRECTION 152,803 172,997 186,601 191,424 196,503 43,700 28.6%
HUMAN RESOURCES 178,723 185,541 203,197 205,081 223,110 44,387 24.8%
CFO 146,687 139,671 146,118 153,405 161,850 15,163 10.3%
PROCUREMENT 125,446 128,259 144,617 154,464 164,051 38,605 30.8%
LEGAL 58,404 59,034 65,104 56,405 64,046 5,642 9.7%
CENTRAL ADMIN SERVICES 185,916 198,764 211,307 207,018 214,079 28,163 15.1%
PROGRAM/PROJECT CONTROL 184,874 187,146 221,984 225,678 245,568 60,694 32.8%
INFORMATION OUTREACH 136,092 144,341 146,407 170,152 175,162 39,070 28.7%
INFORMATION SERVICES 630,405 702,730 750,954 774,594 790,677 160,272 25.4%
OTHER 93,907 74,350 88,280 75,896 133,953 40,046 42.6%

TOTAL MISSION SUPPORT as% of TOTAL 22.6% 22.5% 22.2% 22.2% 22.1%

TOTAL MISSION SUPPORT 3,448,827 3,686,724 3,859,710 4,046,425 4,238,825 789,998 22.9%
ENVIRONMENTAL 201,760 199,881 201,512 198,755 208,245 6,485 3.2%
SAFETY AND HEALTH 683,442 729,138 755,875 762,440 813,392 129,950 19.0%
FACILITIESMANAGEMENT 425,807 485,316 540,751 591,567 588,117 162,310 38.1%
MAINTENANCE 817,884 821,381 843,643 861,869 896,906 79,022 9.7%
UTILITIES 366,729 390,424 385,671 388,728 429,268 62,539 17.1%
SAFEGUARDS AND SECURITY 508,706 608,987 677,717 744,771 783,865 275,159 54.1%
LOGISTICS SUPPORT 161,145 165,631 165,327 167,476 174,414 13,269 8.2%
QUALITY ASSURANCE 127,844 125,949 131,545 147,798 146,639 18,795 14.7%
LABORATORY/TECHNICAL SUPPORT 155,510 160,017 157,669 183,021 197,979 42,469 27.3%

TOTAL SITE SPECIFIC as% of TOTAL 4.8% 5.1% 5.0% 5.1% 5.4%

TOTAL SITE SPECIFIC 724,890 829,468 864,892 934,086 1,043,370 318,480 43.9%
MANAGEMENT/INCENTIVE FEE 406,432 454,564 465,405 514,964 594,222 187,790 46.2%
TAXES 83,852 94,428 89,948 101,311 111,238 27,386 32.7%
LDRD / PDRD / SDRD 234,606 280,476 309,539 317,811 337,910 103,304 44.0%

17




¥Y6T'TS9'L  829'v6T'L T/T'6889 6206059 ¥.6'990°9
S00C Ad ¥00C Ad €00C Ad 2002 Ad T00Z Ad

1Joddns reuoioun4 1o |

(5,000 u1$) 1ioddns feuonound [el0 L I

GO00E A FO0E M CO0E M £00£ A L00Z M

269900
SZO605Y

(TN TR
279FEL}
ERLE LG Y

S31I1IS8¢ 11V d04 Tv.10l
1Joddns peuoiound [e10 1
AB JBu3 Jo uswirededsn

000°000°L

000°000°2

000°000°E

000°000°F

000000

0000009

000°000°2

000°000°8

18



%8'6E %G'6E %9°'6E %/.'6E %8'6E Hoddns feuoround [ejo |
S00C Ad ¥00C Ad €00C Ad 2002 Ad T00Z A4

1ioddng euoiound 1o | I

S00g A4 roog A4 £00E M <00< M LooZ M
T

bl'G

0oL
Gl
W00
LT
t0'0E

b GE

0 " a0 0F
LaGE TS 6E 9°6E Dud'6BE 18°6E

S31IS8Z 11V 404 Tv1OolL
SI1S0D [e10] JO 9% e se 1ioddns [euolpund 210 |
AB JBuU3 Jo uswlrededsn

19




%'S %T'S %0°'S %1'S %8 21410905 9115
%1'¢c %c'cc %c'ee %G'¢e %9°'¢¢ dnssin
%ECT %cC'CT %t'CT %cC'CT %CtT dns w9
S00C Ad ¥00C Ad €00C Ad 2¢00C Ad T0OC Ad

oyredsars [N drssin [N dns w9

5002 Ad FO0E Ad £00E Ad C00E Ad HOOE Ad

Y00

Yo%

Yol 0k

l"Gk

%0 0e

Yl"Ge

Y0 0L

Yol GE

Y0 0

S31IS8¢ 11V d04d 1v10Ll
S150) [e10] 01 AJoBare) 11oddng Jo 1Usd Jod
AB JBu3 Jo wswlrededsn

20




Trendsin Total Support Cost by Functional Categories
Total EM Sites ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 2001 To 2001 To
FY 2005 FY 2005

Total Costs 4,537,281 4,608,603 4,850,316 5,022,107 5,436,742 899,461 19.8%

Capital Construction 331,611 307,985 245,417 213,373 171,095 -160,516 -48.4%

Total Costs L ess Construction 4,205,670 4,300,618 4,604,899 4,808,734 5,265,647 1,059,977 25.2%

Total Support Costs 2,185,027 2,173,460 2,203,486 2,211,241 2,414,186 229,159 10.5%

Mission Direct Operation 2,020,643 2,127,158 2,401,413 2,597,493 2,851,461 830,818 41.1%

Mission Direct Operation as % of Total Cost 44.5% 46.2% 49.5% 51.7% 52.4%

Capital Construction as% of Total Cost 7.3% 6.7% 5.1% 4.2% 3.1%

Total Support Cost as% of Total Cost 48.2% 47.2% 45.4% 44.0% 44.4%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 48.2% 47.2% 45.4% 44.0% 44.4%

TOTAL SUPPORT COST 2,185,027 2,173,460 2,203,486 2,211,241 2,414,186 229,159 10.5%

TOTAL GENERAL SUPPORT as% of TOTAL 13.0% 12.2% 11.9% 11.0% 11.6%

TOTAL GENERAL SUPPORT 589,863 563,157 577,563 551,013 631,825 41,962 7.1%
EXECUTIVE DIRECTION 35,307 36,173 33,594 33,549 37,063 1,756 5.0%
HUMAN RESOURCES 55,974 54,253 56,086 56,169 58,940 2,966 5.3%
CFO 51,980 40,540 40,550 39,979 42,291 -9,689 -18.6%
PROCUREMENT 41,558 39,939 42,938 42,530 45,471 3,913 9.4%
LEGAL 22,765 22,213 25,232 16,732 17,049 -5,716 -25.1%
CENTRAL ADMIN SERVICES 59,700 60,169 67,051 58,571 64,255 4,555 7.6%
PROGRAM/PROJECT CONTROL 97,473 96,626 93,838 96,536 102,640 5,167 5.3%
INFORMATION OUTREACH 29,958 27,861 24,685 20,601 20,694 -9,264 -30.9%
INFORMATION SERVICES 177,958 166,192 171,476 157,440 161,869 -16,089 -9.0%
OTHER 17,190 19,191 22,113 28,906 81,553 64,363 374.4%

TOTAL MISSION SUPPORT as% of TOTAL 29.5% 29.0% 27.8% 26.9% 25.8%

TOTAL MISSION SUPPORT 1,340,509 1,337,161 1,349,021 1,350,546 1,401,939 61,430 4.6%
ENVIRONMENTAL 93,231 83,457 81,935 73,384 74,980 -18,251 -19.6%
SAFETY AND HEALTH 333,897 345,275 334,331 333,109 365,887 31,990 9.6%
FACILITIESMANAGEMENT 133,842 116,922 133,089 128,724 123,331 -10,511 -7.9%
MAINTENANCE 309,199 308,796 304,468 291,694 307,706 -1,493 -0.5%
UTILITIES 90,133 94,409 99,481 92,763 102,962 12,829 14.2%
SAFEGUARDS AND SECURITY 174,080 190,564 208,714 229,653 216,099 42,019 24.1%
LOGISTICS SUPPORT 66,276 61,799 60,786 59,404 65,032 -1,244 -1.9%
QUALITY ASSURANCE 60,422 56,553 51,171 53,313 53,084 -7,338 -12.1%
LABORATORY/TECHNICAL SUPPORT 79,429 79,386 75,046 88,502 92,858 13,429 16.9%

TOTAL SITE SPECIFIC as% of TOTAL 5.6% 5.9% 5.7% 6.2% 7.0%

TOTAL SITE SPECIFIC 254,655 273,142 276,902 309,682 380,422 125,767 49.4%
MANAGEMENT/INCENTIVE FEE 212,651 231,932 238,698 278,122 343,012 130,361 61.3%
TAXES 21,385 21,913 19,642 20,681 21,697 312 1.5%
LDRD / PDRD / SDRD 20,619 19,297 18,562 10,879 15,713 -4,906 -23.8%
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Trendsin Total Support Cost by Functional Categories

Total NNSA Sites ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY2004 FY 2005 2001To  2001To
FY 2005 FY 2005

Total Costs 7,012,121 7,828,446 8,462,837 8,776,954 9,260,922 2,248,801 32.1%

Capital Construction 673,316 725,250 867,559 773,737 768,869 95,553 14.2%

Total Costs L ess Construction 6,338,805 7,103,196 7,595,278 8,003,217 8,492,053 2,153,248 34.0%

Total Support Costs 2,627,271 2,987,738 3,294,499 3,525,770 3,727,785 1,100,514 41.9%

Mission Direct Operation 3,711,534  4,115458 4,300,779 4,477,447 4,764,268 1,052,734 28.4%

Mission Direct Operation as % of Total Cost 52.9% 52.6% 50.8% 51.0% 51.4%

Capital Construction as% of Total Cost 9.6% 9.3% 10.3% 8.8% 8.3%

Total Support Cost as% of Total Cost 37.5% 38.2% 38.9% 40.2% 40.3%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 37.5% 38.2% 38.9% 40.2% 40.3%

TOTAL SUPPORT COST 2,627,271 2,987,738 3,294,499 3,525,770 3,727,785 1,100,514 41.9%

TOTAL GENERAL SUPPORT as% of TOTAL 11.7% 11.7% 12.3% 12.6% 12.7%

TOTAL GENERAL SUPPORT 821,262 914,502 1,041,699 1108136 1,176,929 355,667 43.3%
EXECUTIVE DIRECTION 76,710 87,114 91,919 90,692 86,869 10,159 13.2%
HUMAN RESOURCES 88,278 94,814 106,969 107,785 122,111 33,833 38.3%
CFO 52,690 55,212 56,317 61,594 64,510 11,820 22.4%
PROCUREMENT 55,128 58,320 69,829 76,261 82,231 27,103 49.2%
LEGAL 24,326 24,400 27,097 24,503 27,549 3,223 13.2%
CENTRAL ADMIN SERVICES 80,302 88,861 95,421 96,698 97,469 17,167 21.4%
PROGRAM/PROJECT CONTROL 47,484 49,864 86,190 105,388 121,639 74,155 156.2%
INFORMATION OUTREACH 56,990 60,209 63,009 64,036 64,621 7,631 13.4%
INFORMATION SERVICES 304,760 377,959 419,544 454,288 474,702 169,942 55.8%
OTHER 34,594 17,749 25,404 26,891 35,228 634 1.8%

TOTAL MISSION SUPPORT as% of TOTAL 20.7% 21.1% 21.2% 22.1% 22.0%

TOTAL MISSION SUPPORT 1,449,443 1,652,982 1,791,833 1,935,399 2,041,715 592,272 40.9%
ENVIRONMENTAL 73,969 83,114 80,177 83,305 94,380 20,411 27.6%
SAFETY AND HEALTH 239,448 278,483 310,907 310,606 331,094 91,646 38.3%
FACILITIESMANAGEMENT 210,956 274,355 300,763 343,463 346,216 135,260 64.1%
MAINTENANCE 322,556 316,305 351,713 376,126 383,930 61,374 19.0%
UTILITIES 172,320 189,894 175,314 182,835 192,346 20,026 11.6%
SAFEGUARDS AND SECURITY 279,663 346,474 396,448 440,339 485,304 205,641 73.5%
LOGISTICS SUPPORT 62,337 70,003 70,500 72,398 74,845 12,508 20.1%
QUALITY ASSURANCE 47,888 51,093 58,954 72,482 71,759 23,871 49.8%
LABORATORY/TECHNICAL SUPPORT 40,306 43,261 47,057 53,845 61,841 21,535 53.4%

TOTAL SITE SPECIFIC as% of TOTAL 5.1% 5.4% 5.4% 5.5% 5.5%

TOTAL SITE SPECIFIC 356,566 420,254 460,967 482,235 509,141 152,575 42.8%
MANAGEMENT/INCENTIVE FEE 127,853 143,976 157,538 163,930 168,268 40,415 31.6%
TAXES 60,126 68,537 68,278 73,725 84,165 24,039 40.0%
LDRD / PDRD / SDRD 168,587 207,741 235,151 244,580 256,708 88,121 52.3%
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Trendsin Total Support Cost by Functional Categories
Total SC Sites ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 2001 To 2001 To
FY 2005  FY 2005

Total Costs 3,161,664 3,403,677 3,494,621 3,767,686 3,921,501 759,837 24.0%

Capital Construction 335,901 404,320 414,893 442,388 391,537 55,636 16.6%

Total Costs Less Construction 2,825,763 2,999,357 3,079,728 3,325,298 3,529,964 704,201 24.9%

Total Support Costs 1,027,169 1,093,616 1,134,536 1,199,175 1,243,275 216,106 21.0%

Mission Direct Operation 1,798,594 1,905,741 1,945,192 2,126,123 2,286,689 488,095 27.1%

Mission Direct Operation as % of Total Cost 56.9% 56.0% 55.7% 56.4% 58.3%

Capital Construction as% of Total Cost 10.6% 11.9% 11.9% 11.7% 10.0%

Total Support Cost as% of Total Cost 32.5% 32.1% 32.5% 31.8% 31.7%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 32.5% 32.1% 32.5% 31.8% 3L.7%

TOTAL SUPPORT COST 1,027,169 1,093,616 1,134,536 1,199,175 1,243,275 216,106 21.0%

TOTAL GENERAL SUPPORT as% of TOTAL 11.9% 11.8% 12.1% 11.4% 11.2%

TOTAL GENERAL SUPPORT 376,752 402,677 424,090 429,345 441,095 64,343 17.1%
EXECUTIVE DIRECTION 35,001 42,820 51,517 55,702 60,751 25,750 73.6%
HUMAN RESOURCES 27,223 28,459 30,851 32,289 33,059 5,836 21.4%
CFO 34,997 36,541 42,056 44,732 47,963 12,966 37.0%
PROCUREMENT 22,371 23,147 24,691 28,635 29,256 6,885 30.8%
LEGAL 9,044 9,725 10,361 11,486 11,106 2,062 22.8%
CENTRAL ADMIN SERVICES 34,761 34,617 34,730 36,095 39,306 4,545 13.1%
PROGRAM/PROJECT CONTROL 28,511 28,649 29,945 12,499 11,883 -16,628 -58.3%
INFORMATION OUTREACH 35,012 37,797 42,160 68,346 74,537 39,525 112.9%
INFORMATION SERVICES 118,083 125,258 121,072 122,758 120,543 2,460 2.1%
OTHER 31,749 35,664 36,707 16,803 12,691 -19,058 -60.0%

TOTAL MISSION SUPPORT as% of TOTAL 17.8% 17.4% 17.5% 17.5% 17.5%

TOTAL MISSION SUPPORT 563,614 593,058 612,933 657,837 685,683 122,069 21.7%
ENVIRONMENTAL 27,609 26,191 33,293 35,963 33,146 5,537 20.1%
SAFETY AND HEALTH 102,848 99,691 102,366 110,166 106,956 4,108 4.0%
FACILITIESMANAGEMENT 65,229 76,991 88,843 99,914 101,529 36,300 55.7%
MAINTENANCE 151,535 163,537 154,139 165,324 173,482 21,947 14.5%
UTILITIES 100,226 102,147 107,163 108,243 126,323 26,097 26.0%
SAFEGUARDS AND SECURITY 42,016 50,075 51,543 56,017 61,116 19,100 45.5%
LOGISTICS SUPPORT 25,994 27,943 28,967 30,743 29,025 3,031 11.7%
QUALITY ASSURANCE 12,654 9,374 11,339 11,078 11,072 -1,582 -12.5%
LABORATORY/TECHNICAL SUPPORT 35,503 37,109 35,280 40,389 43,034 7,531 21.2%

TOTAL SITE SPECIFIC as% of TOTAL 2.7% 2.9% 2.8% 3.0% 3.0%

TOTAL SITE SPECIFIC 86,803 97,881 97,513 111,993 116,497 29,694 34.2%
MANAGEMENT/INCENTIVE FEE 39,191 40,795 40,109 43,085 46,031 6,840 17.5%
TAXES 2,212 3,648 1,578 6,556 4,977 2,765 125.0%
LDRD /PDRD / SDRD 45,400 53,438 55,826 62,352 65,489 20,089 44.2%
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Trendsin Total Support Cost by Functional Categories
Ames National L ab/lowa State Univer sity ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 2001 To 2001 To
FY 2005 FY 2005

Total Costs 23,804 25,973 26,240 28,196 29,600 5,796 24.3%

Capital Construction 1,654 2,538 1,650 2,435 2,517 863 52.2%

Total Costs L ess Construction 22,150 23,435 24,590 25,761 27,083 4,933 22.3%

Total Support Costs 9,652 9,876 9,840 10,790 10,564 912 9.4%

Mission Direct Operation 12,498 13,559 14,750 14,971 16,519 4,021 32.2%

Mission Direct Operation as % of Total Cost 52.5% 52.2% 56.2% 53.1% 55.8%

Capital Construction as% of Total Cost 6.9% 9.8% 6.3% 8.6% 8.5%

Total Support Cost as % of Total Cost 40.5% 38.0% 37.5% 38.3% 35.7%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 40.5% 38.0% 37.5% 38.3% 35.7%

TOTAL SUPPORT COST 9,652 9,876 9,840 10,790 10,564 912 9.4%

TOTAL GENERAL SUPPORT as% of TOTAL 17.9% 15.9% 13.7% 15.0% 11.6%

TOTAL GENERAL SUPPORT 4,251 4,128 3,593 4,232 3,428 -823 -19.4%
EXECUTIVE DIRECTION 653 639 654 678 744 91 13.9%
HUMAN RESOURCES 243 251 258 264 258 15 6.2%
CFO 867 901 932 1,335 1,214 347 40.0%
PROCUREMENT 179 187 188 231 206 27 15.1%
LEGAL 0 0 0 0 0 0 0.0%
CENTRAL ADMIN SERVICES 186 153 155 144 125 -61 -32.8%
PROGRAM/PROJECT CONTROL 1,230 1,220 1,195 1,332 199 -1,031 -83.8%
INFORMATION OUTREACH 360 366 362 342 354 -6 -1.7%
INFORMATION SERVICES 843 778 922 848 987 144 17.1%
OTHER -310 -367 -1,073 942 -659 349 -1126%

TOTAL MISSION SUPPORT as% of TOTAL 19.1% 18.7% 20.2% 19.6% 19.9%

TOTAL MISSION SUPPORT 4,558 4,859 5,297 5,523 5,886 1,328 29.1%
ENVIRONMENTAL 31 40 37 39 43 12 38.7%
SAFETY AND HEALTH 994 1,055 1,128 1,114 1,267 273 27.5%
FACILITIESMANAGEMENT 140 276 436 278 329 189 135.0%
MAINTENANCE 1,325 1,325 1,335 1,527 1,620 295 22.3%
UTILITIES 902 965 962 930 1,034 132 14.6%
SAFEGUARDS AND SECURITY 152 212 219 211 271 119 78.3%
LOGISTICS SUPPORT 299 324 353 375 380 81 27.1%
QUALITY ASSURANCE 59 60 62 66 73 14 23.7%
LABORATORY/TECHNICAL SUPPORT 656 602 765 983 869 213 32.5%

TOTAL SITE SPECIFIC as% of TOTAL 3.5% 3.4% 3.6% 3.7% 4.2%

TOTAL SITE SPECIFIC 843 889 950 1,035 1,250 407 48.3%
MANAGEMENT/INCENTIVE FEE 843 889 950 1,035 1,250 407 48.3%
TAXES 0 0 0 0 0 0 0.0%
LDRD / PDRD / SDRD 0 0 0 0 0 0 0.0%
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SITE PROFILE
Ames National Lab/lowa State University

SITE OVERVIEW AND CHARACTERISTIC

Ames Laboratory is operated for the Department of Energy by lowa State University. Amesisa
single purpose laboratory engaged in basic research in awide variety of scientific disciplines with a
diverse customer base (EE, EM, FE, NN, SC, and Work for Others). The Laboratory'smissionis
to conduct fundamentd research in the physicd, chemica, materids, and mathematica sciences and
engineering which underlie energy generating, conversion, transmisson and storage technologies,
environmenta improvement, and other technica areas essentid to nationd needs. These efforts will
be maintained so as to contribute to the achievement of the vision of the Department of Energy and,
more specificaly, to increase the generd leves of knowledge and technica capabilities, to prepare
engineering and physica sciences students for the future, and to develop new technologies and
practica applications arisng from our basic scientific programs. The Laboratory will gpproach dl its
operations with the safety and hedlth of al workers as a constant objective and with genuine concern
for the environment.

The Ames Steislocated on gpproximately 10 acres of land owned by lowa State University in
Ames, lowathat isleased to the Federal government on along-term (99 year) bass. DOE owned
buildings include three research buildings, one building housng management, adminigration, and
technica support groups, and severd smdl auxiliary buildings housing materid recaiving arees,
warehouse functions, and shop facilities. Some research spaceis aso leased from lowa State
University. Ames Laboratory does not have alarge noncost-recovery user facility, a nuclear
criticality facility, or any production facilities. The Laboratory operates as a customer of the local
utility providers and does not operate centra hesting/chilling/power plant operations, water
supply/treatment facilities, or sewage systems. Nor does Ames have its own fire department,
cafeteria, or library. Approximately 646 people (320 FTE's) worked at Ames Laboratory in

FY 2005.

Recent Scientific Achievementsinclude:

Better bond coat performance

Using fundamentd information from an initid study of the high-temperature phase equilibriain the
Ni-Al-Pt system, researchers at DOE's Ames Laboratory and lowa State University

developed novel bond coat (BC) aloy compositions for advanced thermd barrier coating

(TBC) systems that result in remarkable performance improvements. Demondirating up to a
20-fold performance improvement over existing technologies, their invention may sgnificantly
increase the durability and religbility of TBCs used on turbine engine components and will

help engine designers increase the operating temperature and efficiency of the engines. The
technology won a 2005 R& D 100 award.
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"Tdl" crydds

Ames Laboratory researchers have achieved afirst in the world of novel optica materids,
modifying an old technique known as microtransfer molding to creste multilevel photonic
crystas at micron- and submicron-length scaes. Their ability to congtruct photonic crystas
four millimeters square (gpproximately one-eighth of an inch square) and 12 layers high in the
open air, without benefit of a"clean-room" environment or the multimillion dollar equipment
traditionaly required to create such structures, holds potentid for sgnificantly reducing the
cogts associated with fabricating photonic crystas.

Ames chemigts resolve century-old controversy

Ames Laboratory senior chemist Andreja Bakac and assistant scientist Oleg Pestovsky have
resolved the 100-year-old debate over the mechanism that triggers one of the most powerful
oxidizing reactions available for breaking gpart organic molecules. They have generated,
characterized and ruled out iron (1V) as the crucid intermediate in the Fenton reaction, a
complex and pervasive reaction in matters associated with biological systems, environmental
and atmaospheric processes, and catalytic chemistry. Their indisputable research results
establish hydroxy! radicals (OH radicals) as the crucia Fenton intermediates.

Solving the Hydrogen Storage Dilemma

A mgor sumbling block for hydrogen-powered vehiclesis figuring out away to carry enough
hydrogen onboard to travel even moderate distances between refuding stops. A group of
Ames Laboratory researchers will be investigating a possible solution to that problem thanks
to $1.6 million in funding under the $64 Million Hydrogen Fud Initiative. Theided solution
would be a hydrogen-rich solid materid that gives up its hydrogen atoms easly, through
moderate hesting or by other means. These materias could also be recharged, absorbing new
hydrogen atoms during refuding from a pressurized hydrogen gas source. Ames Lab
researchers are looking at some novel materids, light-meta danates, borohydrides, amides,
imides, and their derivatives that have atotal hydrogen content exceeding 10 percent by
weight.

TRENDS
Ames Laboratory’ stotal costs increased from $23,804K in FY 2001 to $29,598 in FY2005. This

was an increase of 24.3%. The Laboratory’ stota functional support costs increased from $9,652K
in FY 2001 to $10,562K in FY 2005, an increase of 9.4%.
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DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

PROGRAM/PROJECT CONTROL

Program/Project Planning & Control

During the FY 2004 peer review of support cost by functiona activity, the review team determined that
organizational burden cogts should be treated as payroll burden taxes and benefits and therefore should
follow labor dollars. Ames clarified that dthough Ames program burdens contain the same type cost
components as other DOE |aboratories, the distribution of these costsis made on a Totd Modified
Cogt (TMC) baseinstead of following labor. Ames agreed to change the categorization of program
burden cogts with the stipulation that Ames' program burden costs will follow TMC and be reported
appropriately in al those functions cost categories. Therefore FY 2005 functional costs have been
prepared incorporating this change. Of the $1,165K removed from the Program/Project Planning &
Control category for this reason, approximately 80% of those costs were redirected into SC Mission
Direct. The remaining 20% were ditributed to dl other Mission Direct categories and the
Environmental, Safety, Health and Assurance activities.

OTHER

This category includes:

» Theannud changein the Laboratory’s accrued vacation ligbility costs. These codts are the result of
the difference in the vacation earned and used by each individual employee in the |aboratory and can
vary sgnificantly (+ or -) each yesar.

* Thecodsof the Early Retirement Incentive Plan. Costs have decreased astheinitid participants
have come to the end of their years of participation and fewer new participants have applied for the

program.

SAFEGUARDS AND SECURITY

Security efforts have increased over the past five years with the mgor cost impacts being: enhanced
cyber security efforts with the implementation and monitoring of the laboratory firewal, upgrade of
radios to new Federd Communications Commisson regulations for bandwidths, and the badging of
Ames Laboratory personnel after the attack of 9/11.

MANAGEMENT/INCENTIVE FEE

The management fee paid to the Ames Laboratory contractor conssts of two components. The first
component consists of aflat fee not to exceed $100K. The amount of this part of the award was
increased to $125K in FY 2005. The second component of the management feeis based on a
percentage gpplied to the annual operating costs. Since the tota |aboratory operating costs increased
from $22,150K in FY2001 to $27,081K in FY 2005, the amount of this component increased
accordingly.
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COST SAVINGSINITIATIVES

($in 000's)
INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR
($in 000's)
Eliminate auto pool 47 | Cogt savingsinitiaivesindude dimination of the Martin
automobile pool. Straka

Reduce rented 0 | Rented space has been closdly scrutinized and

space significant efforts have been made to reduce the
Laboratory’ s occupancy of non-owned space
(note anomaly in the Functional Category —
Facilities Management).

Reduce FTE's 0 | The Electronic Engineers section in the Engineering

Services Group, as well as one adminigrative
pogition in the Engineering Services Group; the
Auger sarvice of the Materias Preparation Center;
and efforts in the Graphics and Printing shop were
eliminated due to reduced demand for these
sarvices by the scientific community (reduction of
approximately 2.5, 0.6, 1.75, and .16 FTE's

respectively).
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Trendsin Total Support Cost by Functional Categories

Argonne National Lab/University of Chicago ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY2004 FY 2005 2001To  2001To
FY 2005 FY 2005

Total Costs 516,931 540,849 536,503 569,758 520,675 3,744 0.7%

Capital Construction 29,182 26,194 26,001 35,565 30,211 1,029 3.5%

Total Costs L ess Construction 487,749 514,655 510,502 534,193 490,464 2,715 0.6%

Total Support Costs 158,107 165,153 169,204 178,808 161,294 3,187 2.0%

Mission Direct Operation 329,642 349,502 341,298 355,385 329,170 -472 -0.1%

Mission Direct Operation as % of Total Cost 63.8% 64.6% 63.6% 62.4% 63.2%

Capital Construction as% of Total Cost 5.6% 4.8% 4.8% 6.2% 5.8%

Total Support Cost as % of Total Cost 30.6% 30.5% 31.5% 31.4% 31.0%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 30.6% 30.5% 31.5% 31.4% 31.0%

TOTAL SUPPORT COST 158,107 165,153 169,204 178,808 161,294 3,187 2.0%

TOTAL GENERAL SUPPORT as% of TOTAL 11.0% 11.0% 11.1% 11.4% 11.1%

TOTAL GENERAL SUPPORT 56,665 59,713 59,534 65,181 57,694 1,029 1.8%
EXECUTIVE DIRECTION 5,857 8,024 9,716 11,716 9,775 3,918 66.9%
HUMAN RESOURCES 4171 4,215 4,021 4,069 3,668 -503 -12.1%
CFO 4,982 5,043 4,448 4,005 4,149 -833 -16.7%
PROCUREMENT 4,107 4,216 4,333 4,507 4,138 31 0.8%
LEGAL 2,394 2,500 2,664 3,572 3,751 1,357 56.7%
CENTRAL ADMIN SERVICES 10,912 11,064 10,532 9,964 8,991 -1,921 -17.6%
PROGRAM/PROJECT CONTROL 797 696 975 1,804 1,947 1,150 144.3%
INFORMATION OUTREACH 4,102 3,963 4,157 3,969 3,652 -450 -11.0%
INFORMATION SERVICES 17,796 18,776 17,925 20,857 18,308 512 2.9%
OTHER 1,547 1,216 763 628 -685 2232 -144.3%

TOTAL MISSION SUPPORT as% of TOTAL 15.6% 15.5% 16.4% 15.6% 15.5%

TOTAL MISSION SUPPORT 80,550 84,060 87,825 89,027 80,473 77 -0.1%
ENVIRONMENTAL 5,120 7,462 7,353 7,828 6,184 1,064 20.8%
SAFETY AND HEALTH 16,702 13,365 14,951 15,900 12,437 -4,265 -25.5%
FACILITIESMANAGEMENT 8,233 9,942 11,087 8,957 8,987 754 9.2%
MAINTENANCE 16,769 17,481 18,599 20,631 18,193 1,424 8.5%
UTILITIES 18,495 19,070 19,913 20,181 22,672 4,177 22.6%
SAFEGUARDS AND SECURITY 9,079 10,566 9,630 9,908 7,641 -1,438 -15.8%
LOGISTICS SUPPORT 5,665 5,679 5,849 5,355 4,298 -1,367 -24.1%
QUALITY ASSURANCE 366 376 443 267 61 -305 -83.3%
LABORATORY/TECHNICAL SUPPORT 121 119 0 0 0 -121 -100.0%

TOTAL SITE SPECIFIC as% of TOTAL 4.0% 4.0% 4.1% 4.3% 4.4%

TOTAL SITE SPECIFIC 20,892 21,380 21,845 24,600 23,127 2,235 10.7%
MANAGEMENT/INCENTIVE FEE 5419 6,195 5,834 6,145 7,140 1,721 31.8%
TAXES 0 0 0 0 0 0 0.0%
LDRD / PDRD / SDRD 15,473 15,185 16,011 18,455 15,987 514 3.3%
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SITE PROFILE
Argonne National Lab/University of Chicago

SITE OVERVIEW AND CHARACTERISTIC
BACKGROUND

Argonne Nationd Laboratory isone of the U.S. Department of Energy's largest research centers. It is
aso the nation'sfirst nationa |aboratory, chartered in 1946.

Argonneis a direct descendant of the University of Chicago's Metdlurgica Laboratory, part of the
World War I Manhattan Project. It was at the Met Lab where, on Dec. 2, 1942, Enrico Fermi and
his band of about 50 colleagues created the world's first controlled nuclear chain reaction in a squash
court a the Univergity of Chicago. After the war, Argonne was given the misson of developing
nuclear reactors for peaceful purposes. Over the years, Argonne's research expanded to include
many other areas of science, engineering and technology.

At the end of FY 2005, the |aboratory employed about 2,600 regular employees, including about
1,200 scientists and engineers, of whom about 700 hold doctorate degrees. Argonne's annual
operating budget of about $450 million supports approximately 2,400 research projects, ranging from
studies of the atomic nucleusto globa climate change. Since 1990, Argonne has worked with more
than 600 companies and numerous federal agencies and other organizations. The 1,500 acre dteis
surrounded by forest preserve and is approximately 25 miles southwest of Chicago's Loop. The site
aso houses the U.S. Department of Energy's Chicago Operations Office.

Argonne research fals into five broad categories:

* Basic stience seeks solutions to awide variety of scientific chalenges. Thisincludes experimenta
and theoretical work in materids science, physics, chemigtry, biology, high-energy physics, and
mathematics and computer science, including high-performance computing. Argonne's exciting,
cutting-edge research brings vaue to society today by helping lay the foundation for tomorrow's
technologica breakthroughs.

 Scientific facilities like Argonne's Advanced Photon Source help advance Americas scientific
leadership and prepare the nation for the future. The laboratory designs, builds and operates
sophisticated research facilities that would be too expensive for a Sngle company or university to
build and operate. They are used by scientists from Argonne, industry, academia and other nationd
laboratories, and often by scientists from other nations. The Laboratory is aso home to the Intense
Pulsed Neutron Source, the Argonne Tandem Linear Accelerator System and other facilities.

* Energy resources programs help ensure a reliable supply of efficient and clean energy for the future.
Argonne scientists and engineers are devel oping advanced batteries and fuel cdls, aswell as
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advanced dectric power generation and storage systems. They are a'so working to improve the
safety and longevity of both American and Soviet-designed nuclear reactors.

* Environmental management includes work on managing and solving the netion's environmentd
problems and promoating environmental stewardship. Research in this area includes aternative energy
systems, environmenta risk and economic impact assessments, hazardous waste Ste analysis and
remediation planning; and eectrometdlurgica treatment to prepare spent nuclear fue for disposa.

« Nationa Security has increased in Sgnificance in recent years for the nation and for Argonne
research. Argonne capabilities developed over the years for other purposes are helping counter the
threats of terrorism. These cgpabiilitiesinclude expertise in the nuclear fuel cycle, biology, chemidry,
and systems andyss and modeling. This research is helping develop highly sensitive instruments and
technologies to detecting chemicadl, biologica and radioactive threats and identify their sources. Other
research is helping to detect and deter possible weapons proliferation or actual attacks.

Indugtrid technology development is an important activity in moving benefits of Argonné's publicly
funded research to industry to help strengthen the nation's technology base.

Argonne's Divison of Educationa Programs provides awide range of educationa opportunities for
faculty and students ranging from leading nationa universitiesto loca junior high schools. More
people attend educational programs a Argonne than a any other DOE nationa |aboratory.

Argonne is operated by the University of Chicago for the U.S. Department of Energy's Office of
Science.

[I. TRENDS

During FY 2005, Argonne experienced a Significant restructuring due to the trangtion of the Argonne
West ste to the new Idaho Nationd Laboratory effective January 31, 2005. The financid

information provided reflects twelve months of Argonne East with four months of Argonne West.

Argonne took severa stepsto maintain ardatively congtant retio of functiona costs as a percent of
total cost:

activity-based budgeting was implemented for al non-direct funded organizations,

activities were andyzed to determine the right size for the restructured Laboratory, and
al required reductions were implemented in atimely fashion.
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The actions resulted in @ 9.8% reduction in total functiona support cost compared with an 8.6%

reduction in Laboratory costs as compared to FY 2004.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

OTHER

Other (-$685K) decreased by $1,313K due primarily to the Argonne West transition.

ENVIRONMENTAL

($6,184K) decreased by $1,644K due to increased efficiencies in the waste management program.

SAFETY AND HEALTH
($12,437K) decreased by $3,463K due primarily to the Argonne West transition.

SAFEGUARDS AND SECURITY
($7,641K) decreased by $2,268K due primarily to the Argonne West transition.

QUALITY ASSURANCE
($61K) decreased by $206K due to the Argonne West transition.

COST SAVINGSINITIATIVES

This has resulted in significant cost savings/cost
avoidance each year. Savingsin FY 2005 totaled
$4,560K .

($in 000's)
INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR
($in 000's)
Subcontract 4,560 | Argonne takes an aggressive approach in contract Martin
Negotiations negotiations for subcontracts and purchase orders. Straka
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Fringe Bendfits

3,570

Argonne has taken numerous steps to reduce the
cogt of fringe benefits.  The changes resulted ina
direct savingsto the Laboratory by consolidating
codts, negotiating better terms, shifting expensesto
employees or by reducing the benefit. A detailed
list of the changesin FY 2005 is provided below:

Argonne coordinated 16 benefit plan changes
saving the Laboratory $2.9M: incressed retiree
contributions, increased out-of -pocket maximum
limits, decreased out-of-network coverage, etc.

Argonne implemented afully sdlf-insured medica
and dentd plan that maintained the same
coordination of benefits provison and avoided
additional claim cogts of over $485K plus saved
$259K in administration fees.

Argonne participated in the Midwest Business
Group on Hedlth, ahedth purchasing initiative.
Membership in this codition enabled Argonne to
take advantage of a negotiated reductionin a
planned fee increase. The annual membership fee
of $28K resulted in asavings of $411K in

FY 2005.

Martin
Straka

Travel Codts

200

By implementing anew on-line travel booking tool
with lower transaction fees, Argonne redized
savingsin excess of $200K

Martin
Straka

Service Station

375

The on-site Argonne service sation and swimming
pool were closed, which resulted in cost avoidance
of $353K for needed facility repairs and upgrades
plus an estimated $22K in annua maintenance
costs.

Martin
Straka

Power Usage

50

Argonne responded to arequest from
Commonwedlth Edison to curtail power usage to
help mitigate loca power shortage problems and
this action resulted in a savings in excess of $50K.

Martin
Straka
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Mail Ddivery

150

Argonne switched to mail stop service for
Ste-wide mail ddivery in lieu of door-to-door

delivery and redlized a savings of approximeately
$150K.

Martin
Straka
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Trendsin Total Support Cost by Functional Categories

Bettis Atomic Power Lab/Bechtel ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY2004 FY 2005 2001To  2001To
FY 2005 FY 2005

Total Costs 331,052 340,980 337,705 360,172 437,357 106,305 32.1%

Capital Construction 20,663 19,401 18,274 21,438 29,496 8,833 2.7%

Total CostsLess Construction 310,389 321,579 319,431 338,734 407,861 97,472 31.4%

Total Support Costs 69,871 76,278 78,263 84,558 92,299 22,428 32.1%

Mission Direct Operation 240,518 245,301 241,168 254,176 315,562 75,044 31.2%

Mission Direct Operation as % of Total Cost 72.7% 71.9% 71.4% 70.6% 72.2%

Capital Construction as% of Total Cost 6.2% 5.7% 5.4% 6.0% 6.7%

Total Support Cost as% of Total Cost 21.1% 22.4% 23.2% 23.5% 21.1%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as % of TOTAL COST 21.1% 22.4% 23.2% 23.5% 21.1%

TOTAL SUPPORT COST 69,871 76,278 78,263 84,558 92,299 22,428 32.1%

TOTAL GENERAL SUPPORT as% of TOTAL 6.8% 7.3% 8.2% 7.8% 7.1%

TOTAL GENERAL SUPPORT 22,636 24,754 27,852 28,121 31,050 8414 37.2%
EXECUTIVE DIRECTION 3,193 3,206 3,330 3,487 4,090 897 28.1%
HUMAN RESOURCES 3,640 3,825 4,143 4,503 5,913 2,273 62.4%
CFO 2,233 2,236 2,785 2,881 2,123 -110 -4.9%
PROCUREMENT 2,100 2,178 2,012 2,262 2,410 310 14.8%
LEGAL 122 137 157 199 229 107 87.7%
CENTRAL ADMIN SERVICES 1,229 1,427 1,324 1,481 1,247 18 1.5%
PROGRAM/PROJECT CONTROL 444 500 559 644 698 254 57.2%
INFORMATION OUTREACH 0 0 0 0 0 0 0.0%
INFORMATION SERVICES 9,675 11,245 13,542 12,664 14,139 4,464 46.1%
OTHER 0 0 0 0 201 201 100.0%

TOTAL MISSION SUPPORT as% of TOTAL 12.7% 13.7% 13.4% 14.2% 12.8%

TOTAL MISSION SUPPORT 41,902 46,557 45,173 51,097 55,911 14,009 33.4%
ENVIRONMENTAL 5,535 6,141 5,815 6,219 6,561 1,026 18.5%
SAFETY AND HEALTH 11,994 12,825 14,277 16,855 18,760 6,766 56.4%
FACILITIESMANAGEMENT 3,227 4,319 2,282 2,336 2,139 -1,088 -33.7%
MAINTENANCE 5,757 5,949 6,859 9,066 10,003 4,246 73.8%
UTILITIES 2,499 2,854 2,846 2,739 2,783 284 11.4%
SAFEGUARDS AND SECURITY 6,020 6,554 6,769 7,482 8,106 2,086 34.7%
LOGISTICS SUPPORT 2,459 2,950 2,423 2,026 2,038 -421 -17.1%
QUALITY ASSURANCE 4,411 4,965 3,902 4,374 5,521 1,110 25.2%
LABORATORY/TECHNICAL SUPPORT 0 0 0 0 0 0 0.0%

TOTAL SITE SPECIFIC as% of TOTAL 1.6% 1.5% 1.6% 1.5% 1.2%

TOTAL SITE SPECIFIC 5,333 4,967 5,238 5,340 5,338 5 0.1%
MANAGEMENT/INCENTIVE FEE 5,069 4,577 4,531 4,605 4,712 -357 -7.0%
TAXES 264 390 707 735 626 362 137.1%
LDRD / PDRD / SDRD 0 0 0 0 0 0 0.0%
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SITE OVERVIEW AND CHARACTERISTIC
BACKGROUND

The Bettis Laboratory is aresearch and development laboratory operated by Bechtdl Bettis, Inc.
(BBI), asubsidiary of Bechtd National, Inc. (BNI), for the Nava Nuclear Propulsion Program
(NNPP), ajoint United States Navy/Department of Energy (DOE) organization. Bettisis primarily
involved with the design, development, and operationd follow of nuclear propulsion plants for nava
vesss. Bettis Laboratory islocated in the Borough of West Mifflin, Pennsylvania, approximatdy 7.5
miles southeast of Pittsburgh, Pennsylvania. The Laboratory is Stuated on gpproximately 202 acres of
land. All land and buildings on the Site are the property of the Federa government.

The present Ste of the Bettis Laboratory was originaly developed as Pittsourgh's firgt arfied. The
Pittsburgh-M cK eesport Airdrome opened there in August of 1925. A year later, the Airdrome was
renamed Bettis Airfield in honor of Lieutenant Cyrus Bettis, afamous aviator who had died in aplane
crash in centra Pennsylvania. In 1940, most commercid traffic moved to the nearby Allegheny
County Airport because the Bettis Airfidld could not handle the increasingly larger, modern aircreft.
Private aviators used the field until 1948,

The newly-formed Westinghouse Atomic Power Divison bought the Airfield tract early in 1949 and
purchased adjacent propertiesin 1952. The land was acquired according to a contract between
Westinghouse and the Atomic Energy Commission (AEC), whereby Westinghouse was assgned
certain respongbilities for engineering, design, procurement, and construction work on the prototype
of the first nava nuclear propulsion plant. Later in 1957, the AEC (now DOE) exercised its
contractud option to purchase the site and has held title since then. BNI replaced Westinghouse
Electric Company as the operating contractor on February 1, 1999.

The Ste evolved into alarge-scale development, engineering, and design facility. The initid efforts of
Bettis led to the development of the power plant for USS NAUTILUS, the world's first
nucl ear-powered submarine.

Since USS NAUTILUS, Bettis has worked on many aspects of the development of the nuclear navy.
Advanced technology for submarine and surface ship nuclear propulsion plants has congtituted a
magjor portion of the work program. Bettis work on the prototype nuclear propulsion plant for a
surface ship, and successful operation of the prototype at the Nava Reactors Fecility (NRF) in Idaho
Fdls, Idaho, led to the development of the first nuclear-powered surface ship, the cruiser USS
LONG BEACH, and thefirst nuclear-powered aircraft carrier, USS ENTERPRISE. Bettis currently
provides design and engineering support for many of the Navy's operating propulsion plants including
the propulsion plantsin the NIMITZ Class aircraft carriers and in the SEAWOLF Class of attack
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submarines, and is developing new technologies and designs for the Navy's future ships including the
VIRGINIA Class of submarines and the CVN 21 Aircraft Carrier Program.

Bettis has dso played arole in the development of land-based nuclear reactor plants. Under DOE's
office of Navd Reactors (NR), Bettis worked on the design and development of the first United
States full-scale nuclear power plant for civilian use, the Shippingport Atomic Power Station.
Shippingport was aso the site of the firgt light Water Breeder Reactor (LWBR) which was placed
into operation in 1977 and operated until October 1982. This advanced reactor system was
developed to improve sgnificantly the utilization of fue in light water reactors. The technology
developed for the Shippingport program has been made available to industry for commercid
application.

The broad spectrum of Bettis activities has included work on core and component technology and
design, thermd and hydraulic systems, materias, nuclear physics design, and training of nava
personnel. Bettis currently employs approximately 3,400 people a dl of its Stes.

BBI dso operates the NRF located in Idaho Falls, Idaho. The NRF examines nava spent nuclear fuel
and irradiated test specimens. The information derived from these examinationsis used to develop
new technology and to improve the cogt-effectiveness of existing designs.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

EXECUTIVE DIRECTION
I ncentive Compensation included, which was not included in previous submittals.

HUMAN RESOURCES
Increases in manpower to support Human Resources Management System, Space Power program and
increased daffing gods. Increased cost for relocation and recruiting to support FY 05 hiring campaign.

CFO
Decrease reflects the completion of mgor programming initiatives in support of the Common Financia
System Project which was rolled into production in November 2004.

CENTRAL ADMIN SERVICES
Codts associated with mail services now shown under Information Services. Previous shown
incorrectly in this category.
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INFORMATION SERVICES

Increse related to cogts for super workstations as well as reglignment of maintenance contracts to
improve cost performance. Costs associated with mail service are now shown in this category instead
of Centrd Admin Services.

OTHER
Settlement with Eastern Idaho Meta Trades Council and employee clams,

MAINTENANCE

Increase in manpower for maintenance personnd, craft and custodians. Also, increase in procurement
of furniture and support materials for more rearrangement efforts and additional Personnel Carriers
needed for maintenance of the Ste.

SAFEGUARDSAND SECURITY
Increase in labor codts.

QUALITY ASSURANCE

Increase in Bettis-ldaho Facility manpower and adjustment of the workforce skill mix associated with
the implementation of radiologica safety procedures which resulted in the need for additional Nuclear
Inspectors.

TAXES
Reduction is due to an error in the FY 04 calculation. The FY 04 costs should have been $629,423.

CAPITAL CONSTRUCTION

Increase cost for equipment purhcased to support Advanced Concepts, Network Support and
Telecommunications, Bettis-1daho Fecility Operations, Acoustics and Materias Testing, and Andytical
Chemigtry Testing work efforts.

COST SAVINGSINITIATIVES
($in 000's)

PER YEAR

($in 000's)

INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
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Machine and
Fabrication Blanket
Order

55

In FY 2005, the use of a Machine and Fabrication
(M&F) blanket order with aloca supplier saved
adminigtrative support costs. The M&F blanket
order alows requisitioners to contract directly with
supplierswith minima procurement support. This
is due to the establishment of a blanket contract
that includes pre-negotiated terms and rates
coupled with procedures that are in line with the
approved Procurement manual. As such, the
requisitioner can directly solicit quotations for
intricate machining work and place the order
without any adminigtrative support. The contracts
are placed and paid using the Procurement Card
(P-Card).

John Drager

Core“Alpha
Contracting”

72

Through the use of “ Alpha Contacting”
methodologies, a one-month scheduler
improvement was redlized in the fisca year Core
negotiation process. The scheduler improvements
were gained through the dimination of redundant
negotiation cycles and the reduced need for
multiple proposal preparations. As such,
adminidrative cogts associated with the negotiation
process were eliminated.

John Drager

Multi-Y ear
Contracting for
Shipyard

30

During FY 2005, Bettis redlized cost savings
resulting from the placement of atwo-year funding
extenson (instead of an annud funding extenson)
of the Northrop Grumman Newport News
(NGNN) A1B Development contract last yesr.
Placement of the multi-year funding extenson
required anomind investment of additiona time,
and resulted in approximately 250 hours ($30,000)
of savings related to place the Contract Y ear 2006
funding extension as a separate procurement
action. These savings do not include the savings
reglized by the Government in conducting an audit
of the proposal and reviewing and gpproving

Bettis procurement recommendation.

John Drager
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Joint Procurements

29

Bettis has participated in 56 Multi-Prime
Procurementsin FY 2005. Of those actions,
another Prime handled dl the work associated with
24 actions. As such, the Bettis adminigtrative
effort to issue the inquiry, negotiate the pricing and
write the recommendation has been diminated.
This saved gpproximately 240 hours (10 hours per
action).

John Drager
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NRF Vendor
Stocking

96

Severd years ago, NRF implemented three vendor
stocking contracts that were designed to streamline
the way that certain materias are procured.
Contracts were implemented for the following
commodities:

o Janitorid Supplies
» Compressed Gases and Liquid Nitrogen
» Office Supplies and Paper

The concept of vendor stocking is based upon the
vendor managing the inventory replenishment
process. Specifically, the vendor is tasked with
functions of inventorying, requisitioning, buying,
delivering and stocking the products that are
supplied under his contract.

The main bendfit of vendor stocking is that NRF
personnel do not have to be involved in the
inventory replenishment process since the vendor
handles these functions. For example, the
requisitioner does not have to determine what
needs to be ordered and in what quantities, the
buyer does not have to place numerous purchase
orders, the receiving department does not have to
receive products or ddliver them to the end user.
All of thisis done by the vendor through the
vendor stocking contract.

Thistrandates into alabor savingsfor NRF.

For FY 2005, NRF has recognized the following
estimated labor savings through vendor stocking:

» Janitorid Supplies Vendor Stocking Contract
— Edtimated labor savings of $43,000

» Compressed Gas Vendor Stocking Contract
— Edtimated labor savings of $8,000

»  Office Supplies/Paper Vendor Stocking
Contract — Estimated labor savings of $45,000

John Drager
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Trendsin Total Support Cost by Functional Categories
Brookhaven National L ab/Brookhaven Science Assoc. ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 2001 To 2001 To
FY 2005 FY 2005

Total Costs 448,953 449,038 446,464 454,425 467,976 19,023 4.2%

Capital Construction 43,491 37,302 32,622 30,439 28,071 -15,420 -35.5%

Total Costs L ess Construction 405,462 411,736 413,842 423,986 439,905 34,443 8.5%

Total Support Costs 177,775 179,043 179,097 170,479 177,058 -717 -0.4%

Mission Direct Operation 227,687 232,693 234,745 253,507 262,847 35,160 15.4%

Mission Direct Operation as % of Total Cost 50.7% 51.8% 52.6% 55.8% 56.2%

Capital Construction as% of Total Cost 9.7% 8.3% 7.3% 6.7% 6.0%

Total Support Cost as % of Total Cost 39.6% 39.9% 40.1% 37.5% 37.8%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as % of TOTAL COST 39.6% 39.9% 40.1% 37.5% 37.8%

TOTAL SUPPORT COST 177,775 179,043 179,097 170,479 177,058 =717 -0.4%

TOTAL GENERAL SUPPORT as% of TOTAL 14.3% 14.6% 15.4% 11.9% 11.9%

TOTAL GENERAL SUPPORT 64,311 65,703 68,535 54,106 55,905 -8,406 -13.1%
EXECUTIVE DIRECTION 7,428 7,386 7,665 7,725 11,599 4,171 56.2%
HUMAN RESOURCES 3,974 3,827 3,856 3,927 4,028 54 1.4%
CFO 2,560 2,262 2,187 2,390 2,484 -76 -3.0%
PROCUREMENT 1,343 1,573 1,592 2,087 2,106 763 56.8%
LEGAL 912 1,354 1,063 1,090 1,606 694 76.1%
CENTRAL ADMIN SERVICES 5,367 5,647 5,944 6,209 6,270 903 16.8%
PROGRAM/PROJECT CONTROL 19,884 19,557 20,283 2,571 2,995 -16,889 -84.9%
INFORMATION OUTREACH 3,593 3,724 4,397 5,139 7,536 3,943 109.7%
INFORMATION SERVICES 16,052 17,030 16,852 16,712 17,019 967 6.0%
OTHER 3,198 3,343 4,696 6,256 262 -2,936 -91.8%

TOTAL MISSION SUPPORT as% of TOTAL 22.7% 22.3% 21.9% 22.2% 22.8%

TOTAL MISSION SUPPORT 101,923 100,303 97,712 101,082 106,911 4,988 4.9%
ENVIRONMENTAL 2,852 2,746 2,671 3,989 4,442 1,590 55.8%
SAFETY AND HEALTH 18,040 18,616 17,457 18,154 17,236 -804 -4.5%
FACILITIESMANAGEMENT 3,965 5,491 4,980 5,130 4,745 780 19.7%
MAINTENANCE 30,261 29,626 28,035 27,726 29,532 -729 -2.4%
UTILITIES 24,458 20,479 21,691 24,223 29,335 4,877 19.9%
SAFEGUARDS AND SECURITY 6,339 7,173 7,099 7,548 7,628 1,289 20.3%
LOGISTICS SUPPORT 3,233 3,220 3,190 3,304 3,487 254 7.9%
QUALITY ASSURANCE 485 620 731 739 1,044 559 115.3%
LABORATORY/TECHNICAL SUPPORT 12,290 12,332 11,858 10,269 9,462 -2,828 -23.0%

TOTAL SITE SPECIFIC as% of TOTAL 2.6% 2.9% 2.9% 3.4% 3.0%

TOTAL SITE SPECIFIC 11,541 13,037 12,850 15,291 14,242 2,701 23.4%
MANAGEMENT/INCENTIVE FEE 6,428 6,869 6,719 6,908 6,992 564 8.8%
TAXES 907 884 0 2,089 2 -905 -99.8%
LDRD / PDRD / SDRD 4,206 5,284 6,131 6,294 7,248 3,042 72.3%
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SITE OVERVIEW AND CHARACTERISTIC

Brookhaven Nationa Laboratory (BNL) isa multi-program Nationd Laboratory founded in 1947
and currently operated by Brookhaven Science Associates for the U.S. Department of Energy. Six
Nobel Prizes have been awarded for discoveries based on research conducted at the Lab.

The Laboratory's broad mission is to produce excellent science and advanced technology in a safe,
environmentaly benign manner with the cooperation, support and appropriate involvement of our
many communities.

Specificdly, the misson of BNL, which supports the U.S. Department of Energy’s strategic missons,
Isto:
Conceive, design, construct and operate complex, “leading edge’, user-oriented facilitiesin a
safe and environmentaly friendly manner that is respongve not only to the DOE, but dso to
the needs of the international community of users.
Carry out basic and gpplied research in long-term, high-risk programs at the frontier of
science that supports DOE missions and the needs of the Laboratory's user community
Devel op advanced technologies that address national needs and initiate their transfer to other
organizations and to the commercia sector.
Disseminate technica knowledge to educate new generations of scientists and engineers, to
maintain technica capatiilitiesin the nation’ s workforce, and to encourage scientific
awareness in the genera public.

L arge Resear ch Facilities located at BNL :
Alternating Gradient Synchrotron

Rdativigic Heavy lon Collider

National Synchrotron Light Source

BioM edical Facilitieslocated at BNL :
Brookhaven Center for Imaging and Neuroscience
High-Fdd MRI Fecility

Brookhaven Linear Isotope Production Facility
Medicd Thergpy Facility

Scanning Transmisson Electron Microscope
Transmission Electron Microscope

Positron Emission Tomography (PET)

Other Facilities and Centerslocated at BNL :

64



SITE PROFILE
Brookhaven National L ab/Brookhaven Science Assoc.

L aser-Electron Accderator Facility (LEAF)
Tandem Van De Grasif Facility

Accderator Test Facility

Center for Radiation Chemistry Research
NASA Space Radiation Laboratory (NSRL)
Center for Acceerator Physics
Computational Science Center

Center for Spectroscopy in Molecular Science
Environmental and Waste Technology Center
RIKEN BNL Research Center

Free Air Carbon Enrichment Facilities
National Nuclear Data Center

Facilities Under Construction at BNL :
Center for Functional Nanomaterids

Background

Brookhaven National Laboratory (BNL) isaU.S. Department of Energy (DOE) research facility
located on Long Idand, New Y ork (which is east of New Y ork City), on a 5,300-acre campus.
Approximately 30% of thetotd areaisdeveloped. BNL has approximately 2,650 employees. For
financia purposes, the laboratory categorizes sdary into Scientific, Professond, Technical,
Management and Union categories. For FY E 2005, the Laboratory reported 2,617 FTE's.

BNL is managed and operated for DOE by Brookhaven Science Associatesin partnership with the
Research Foundation of the State University of New Y ork and the Battelle Memorid Indtitute.

BNL specidizesin building and operating large research facilities thet are used by our own staff and
vigting scientists from academia, government and indudtry.

BNL has hundreds of research programs going on in fields such as high-energy and nuclear physics,
physics and chemigtry of materids, homeland security, environmental and energy research,
nonproliferation, structura biology and neurosciences and medica imaging. BNL contributes
sgnificantly to programs at other DOE laboratories, federal agencies, indtitutions, and industry. The
work done for other agencies derives from our unique facilities and our core competencies. In FY 05,
the Laboratory received $63.0m from Work for Others (WFO), which includes $11.0M from other
DOE laboratories/operations offices.

More than 4,500 visiting scientists come from al over the world each year to do scientific research at
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our research facilities and work with our staff. To support these researchers, there are 422 on-site
housing units. They are comprised of 66 family-style gpartments, 46 efficiency apartments, 265
dormitory rooms, 30 seasonal houses, 2 al year round private houses and 13 guest-house rooms. A
part time off-gte housing coordinator asssts vigtorsin finding accommodationsin the local area.
Residents may be housed for periods from one day to severd years. Many of the agpartment units are
over 50 years old, and it is anticipated that future replacements may be possible through third party
financing. Morning and evening scheduled transportation is provided to aloca railroad Sation. On
request, on-Ste transportation is provided during the workday. Subcontractors operate food service
facilities and provide on-gite food and snack services. A Quadlity of Life Office providesalink
between visitors and support services.

Safeguards & Security supports the basic scientific mission of DOE and the Laboratory by protecting
DOE'’s Specid Nuclear Materids, Classified Matter and property againg theft, diverson or
destruction, preventing the loss of information or sabotage of programs that could have sgnificant
financia impact and preventing radiologica or toxicologica sabotage that would endanger employees,
the public or the environment. Safeguards & Security staff establishes guidelines, plans and strategies
to protect sengtive or classified information, Cooperative Research and Development agreements,
protocol vists, and Work for Others. Employee\Visitor badges are required to gain access to the
gte.

Because of the nature of the Laboratory’s missons, BNL generates awide range of wastes. BNL
generates some of the same waste streams common to many business and industries, such as aerosol
cans, batteries, paint and oils; however, due to our scientific misson BNL aso generates waste
streams requiring more restrictions, such as competible radioactive waste, chemicals and solvents.
The Environmenta Services and Waste Management Division provides a variety of waste
management services to facilitate laboratory clean-outs by documenting, characterizing, and
segregating wastes in preparation for remova. They aso manage problem or non-routine wastes to
reduce management and disposal costs.

There are gpproximately 359 buildings and 269 portable structures in use with atota areaof 4.1
million square feet. Approximately 80% of BNL’s building space is over 30 years old, with 33%
over 50 years old (World War 11 Army base structures).

Ste-wide eectrical, steam, sanitary sewer, storm sewer, and potable water utility systems serve the
gte. There are limited digtribution chilled water and compressed air systems. The buildings served by
these utilities are disbursad through out the campus Site thereby requiring maintenance of an extensive
digribution network.

Maintenance and energy costs for the older, wood frame buildings are higher than those for structures
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that are consdered permanent. Retrofitting older facilities to comply with current ES&H standards is
extremely codlly.

The large research facilities consume extraordinary amounts of eectricity for their operation. Due to
unprecedented increases in fudl cogts, the Laboratory’s unit price is projected to increase
approximately 70% in FY 06 compared to FY 05. Over the years, the Laboratory has benefited
from an agreement between the New Y ork Power Authority (NY PA) and the loca dectrica utility.
This agreement, which expired in July 2005, provided power from upstate at a substantia savingsto
the Laboratory. However, BNL and DOE were successful in obtaining a three year extension of the
NY PA contract. And while éectricity costswill be greater then the previous contract, this contract
extenson is the least expensive option.

The costs reported on the functional cost report reflect the direct charges to DOE programs
(operating, capital equipment, AIP, GPP and lineitems), work for others (B& R 40XXXXXXX series),
non-federa agencies (B& Rsin the 60xxxxxxxX, 65xxxxxxx and WNXxxxxxx series), other DOE labs
(B&R YN19) and indirect and other intermediate cogts collected in B& R YN0100000 that are fully
distributed.

In addition, BNL’s reported Functional Costs does not include a Payment in lieu of Taxes (PILT).
The Chicago Operations Office has yet to prepare the payment.

I1. Highlights of Trendsfrom FY 2001 to FY 2005

BNL’s Percent of Functional Support Coststo Total Site Cost has declined from 39.4% to 37.8%.
BNL'’s support costs reflect Laboratory management actions to move the Laboratory in adirection
that provides excdllent science aong with excellent sandards for safety, hedlth, environment and
infrastructure.  Since FY 2001, the laboratory has made significant efforts to maintain sufficient
support activities while controlling support cogts. Increased support requirements, including increased
support for user activities have been accommodated without raising support budgets.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

EXECUTIVE DIRECTION
Increase caused by areclassfication of Program Development, Standards Based Management and
Labwide Planning per Peer Review Recommendetions.
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LEGAL

Legd fees vary from year to year depending on the number of cases being tried and/or actively litigated.
In FY 2005, the lab went through a jury trid in connection with one case and dedlt with summary
judgment motions that were extensvely briefed in severd other cases.

INFORMATION OUTREACH
Increase caused by a reclassification of Post Docs and PECASE per Peer Review Recommendations.

OTHER
The lower amount is due to reclassifications from executive direction and program planning and control.
The balance of $262,000 represents legal settlements.

UTILITIES
Increase caused by increasesin fud oil and eectric power expenses.

QUALITY ASSURANCE
Increase caused by areclassfication of Independent Oversight per Peer Review Recommendations.

TAXES
BNL paid PILT taxesfor FY's03 and 04 in FY 04. We have yet to pay the PILT tax for FY 05
athough the check was requested prior to the fiscal year end.

COST SAVINGSINITIATIVES

($in 000's)
INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR
($in 000's)
Utility Savings 2,016 | As gated in the Functional Cost Profile, over the Martin
years, Brookhaven National Laboratory (BNL) Straka

has benefited from an agreement between the New
Y ork Power Authority (NY PA) and the local
eectricd utility. Asaresult, the following energy
related cost savings were redized:

NY PA Load Curtailment Program saved $2.0M.
NY PA Power Contract Savings (compared to
LIPA) was $16.4M.
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Fringe Benefit
Savings

2,400

Over the years the Laboratory has experienced a
continuous increase in benefit costs. During FY 05,
the Laboratory modified its benefits program as
followswith atota projected savings of $2.4m:

» Life long-term disability, and accidentd degth
and dismemberment insurances were moved from
Cignato Prudentid, thus reducing the cost of
coverage

* Cignamedicd plan was moved from a
minimum premium insurance arrangement to a
sdf-insured arrangement, thus reducing the
adminidrative cogs of coverage

» CignaPPO medica plan was moved to an
OAP medica plan for non-IBEW employeesto
access deeper discounts with providers

»  Cigna prescription program was modified to
use an dliance with Aon to access deeper
discounts on prescription drugs

» Vytramedicd plan was moved from a
fully-insured HMO medical plan to a sdif-insured
PPO medicd plan for non-IBEW employeesto
access deeper discounts with providers

»  Stop loss insurance was implemented for the
sdf-insured medica planswith Cignaand Vytra,
thus providing a cap on extraordinary clams

Martin
Straka

Severance Pay
Savings

210

Lowering Severance Pay policy for non-union
employees from aformula of continuous years of
service with max of 39 weeks at an uncapped
amount to aformula of continuous years of service
with amax of 39 weeks at a capped amount of
$45K.

Martin
Straka

Vacation Carryover

1,200

Reduction of employee vacation carryover from 24
daysto 20 days.

Martin
Straka

Deday of non-union
sdary increase

1,700

Delay of Non-Union Salary increase from January
1, 2005 to April 1, 2005.

Martin
Straka

Hiring Freeze

1,000

Hiring Freeze

Martin
Straka
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Fud Oil Purchasng
Pan

1,900

Fud Qil grategic purchasing plan saved laboratory
AM. In addition, savingsin usng fud instead of
naturd gas saved 1.5M.

Martin
Straka
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Trendsin Total Support Cost by Functional Categories
Fermi National Accelerator Lab/University Research ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 2001 To 2001 To
FY 2005 FY 2005

Total Costs 312,709 323,866 302,734 318,041 318,468 5,759 1.8%

Capital Construction 79,669 69,658 54,529 59,326 45,132 -34,537 -43.4%

Total Costs L ess Construction 233,040 254,208 248,205 258,715 273,336 40,296 17.3%

Total Support Costs 85,151 93,781 90,954 92,826 100,970 15,819 18.6%

Mission Direct Operation 147,889 160,427 157,251 165,889 172,366 24,477 16.6%

Mission Direct Operation as % of Total Cost 47.3% 49.5% 51.9% 52.2% 54.1%

Capital Construction as% of Total Cost 25.5% 21.5% 18.0% 18.7% 14.2%

Total Support Cost as% of Total Cost 27.2% 29.0% 30.0% 29.2% 31.7%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 27.2% 29.0% 30.0% 29.2% 3L.7%

TOTAL SUPPORT COST 85,151 93,781 90,954 92,826 100,970 15,819 18.6%

TOTAL GENERAL SUPPORT as% of TOTAL 8.5% 9.3% 9.1% 9.5% 10.4%

TOTAL GENERAL SUPPORT 26,675 30,058 27,651 30,181 32,971 6,296 23.6%
EXECUTIVE DIRECTION 4,668 5,441 4,825 4,969 4,960 292 6.3%
HUMAN RESOURCES 2,880 3,202 3,484 3,468 3,567 687 23.9%
CFO 1,613 1,725 2,058 2,169 2,262 649 40.2%
PROCUREMENT 1,583 1,788 1,738 1,824 1,806 223 14.1%
LEGAL 451 1,080 1,994 2,175 715 264 58.5%
CENTRAL ADMIN SERVICES 2,090 2,455 1,734 1,923 1,800 -290 -13.9%
PROGRAM/PROJECT CONTROL 641 351 301 288 250 -391 -61.0%
INFORMATION OUTREACH 1,723 1,928 2,449 2,743 3,188 1,465 85.0%
INFORMATION SERVICES 10,991 12,023 9,051 10,603 14,402 3411 31.0%
OTHER 35 65 17 19 21 -14 -40.0%

TOTAL MISSION SUPPORT as% of TOTAL 17.8% 18.8% 19.9% 18.6% 20.3%

TOTAL MISSION SUPPORT 55,541 60,743 60,172 59,030 64,616 9,075 16.3%
ENVIRONMENTAL 2,137 1,869 1,466 1,265 1,040 -1,097 -51.3%
SAFETY AND HEALTH 8,726 8,951 9,341 10,080 10,732 2,006 23.0%
FACILITIESMANAGEMENT 1,466 2,247 2,275 2,706 1,897 431 29.4%
MAINTENANCE 17,063 18,246 18,319 19,517 22,391 5,328 31.2%
UTILITIES 15,915 17,517 17,196 16,078 19,429 3,514 22.1%
SAFEGUARDS AND SECURITY 2,420 2,712 2,835 2,984 3,305 885 36.6%
LOGISTICS SUPPORT 4,518 4,629 4,657 4,126 3,936 -582 -12.9%
QUALITY ASSURANCE 0 0 41 17 31 31 100.0%
LABORATORY/TECHNICAL SUPPORT 3,296 4,572 4,042 2,257 1,855 -1,441 -43.7%

TOTAL SITE SPECIFIC as% of TOTAL 0.9% 0.9% 1.0% 1.1% 1.1%

TOTAL SITE SPECIFIC 2,935 2,980 3,131 3,615 3,383 448 15.3%
MANAGEMENT/INCENTIVE FEE 2,935 2,980 3,131 3,615 3,383 448 15.3%
TAXES 0 0 0 0 0 0 0.0%
LDRD / PDRD / SDRD 0 0 0 0 0 0 0.0%
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SITE PROFILE
Fermi National Accelerator Lab/University Research

SITE OVERVIEW AND CHARACTERISTIC

Fermilab operates the world's highest-energy particle acceerator, the Tevatron. More than 2,600
scientists from 35 states and 30 countries use Fermilab's facilities to carry out research at the frontiers
of particle physics.

Fermilab is a 9ngle purpose Laboratory whose misson statement is as follows:

“Fermi Nationd Accderator Laboratory advances the understanding of the fundamenta
nature of matter and energy by providing leadership and resources for quaified
researchers to conduct basic research at the frontiers of high energy physics and related
disciplines.”

Groundbreaking for the origind linear accelerator was December 1968. The site is 6,800 acres, or a
little more than 10 square miles. Approximately 2,100 people are employed at the Lab. Fermilab
has an on-site housing operation to accommodate users and their families, and an on-dte cafeteriafor
employees, users and vigtors.

Fermilab is operated by Universities Research Association, Inc. (URA), a consortium of 90 research
universties. Theleve of non-DOE work at Fermilab isinggnificant to the operation of the
Laboratory.

TRENDS:
1. Trend in Functional Support Costs from fisca year 2001 to fiscal year 2005:

Generd Support codts are up 23% over five years. The mgor component of thisincreaseis
explained in Information Services below. Mission Support costs have increased gpproximately
14% from their steady State of $60 million over the past three years, explained in #2 below.

2. Trendin Functiona Support Costs as a percentage of Totd Site Costs from fisca year 2001 to
fisca year 2005:

Overdl support costs have increased to their highest leve in five years due to a complete andysis
of building maintenance costsin fisca year 2005 in order to meet the reporting requirements of
the Infrastructure Division of the Office of Science, resulting of the reclassification of
approximatdy $5 million from Misson Direct. In addition, the cessation of NuMI activities
reduced Capital/ Congtruction significantly. The higher rate when compared to the 2002 — 2004
period is dso due to increased power costs as explained below.
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DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

LEGAL
Costs decreased by 67% due to the settlement in FY 05 of legd clams related to construction of the
NuMI tunnd, resulting in the cessation of externa lega support cods.

INFORMATION SERVICES
The increase in costs was due to a one-time expense for Oracle licenses of $935,000, and
centraization of computing service by the Computing Divison.

FACILITIESMANAGEMENT
The decrease of 30% is primarily due to reclassification of some labor costs of the building
managers to the maintenance category.

UTILITIES

The increase of 21% resulted from increased running time of the accelerator complex in FY 05.
Also, due to competition as required by dectrica power deregulation in lllinois, the monthly power bill
increased by 35% in the last 4 months of the fiscd year.

QUALITY ASSURANCE
In fiscal year 2005, this category increased by 82% or $14K, due to an increase in salf-assessment
programs.

CAPITAL CONSTRUCTION
The 24% decrease resulted from completion of the NuMI construction project.

COST SAVINGSINITIATIVES

($in 000's)
INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR
($in 000's)

(None)
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Trendsin Total Support Cost by Functional Categories
Hanford/Fluor Daniel, Bechtel & CH2M Hill ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 2001 To 2001 To
FY 2005 FY 2005

Total Costs 1,026,383 1,094,351 1,069,009 1,167,697 1,222,861 196,478 19.1%

Capital Construction 73,694 58,732 56,468 58,847 41,523 -32,171 -43.7%

Total Costs Less Construction 952,689 1,035,619 1,012,541 1,108,850 1,181,338 228,649 24.0%

Total Support Costs 536,529 545,109 491,192 542,067 558,880 22,351 4.2%

Mission Direct Operation 416,160 490,510 521,349 566,783 622,458 206,298 49.6%

Mission Direct Operation as % of Total Cost 40.5% 44.8% 48.8% 48.5% 50.9%

Capital Construction as% of Total Cost 7.2% 5.4% 5.3% 5.0% 3.4%

Total Support Cost as% of Total Cost 52.3% 49.8% 45.9% 46.4% 45.7%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 52.3% 49.8% 45.9% 46.4% 45.7%

TOTAL SUPPORT COST 536,529 545,109 491,192 542,067 558,880 22,351 4.2%

TOTAL GENERAL SUPPORT as% of TOTAL 13.4% 12.4% 12.1% 11.6% 11.0%

TOTAL GENERAL SUPPORT 137,516 135,448 129,237 135,314 134,413 -3,103 -2.3%
EXECUTIVE DIRECTION 9,270 8,855 8,275 6,793 8,383 -887 -9.6%
HUMAN RESOURCES 15,790 14,574 14,630 17,329 15,136 -654 -4.1%
CFO 10,462 9,260 8,271 8,880 8,345 -2,117 -20.2%
PROCUREMENT 11,112 9,967 10,633 10,559 10,016 -1,096 -9.9%
LEGAL 3,647 4,866 4,780 4,227 5,518 1,871 51.3%
CENTRAL ADMIN SERVICES 10,407 10,689 10,001 10,290 11,039 632 6.1%
PROGRAM/PROJECT CONTROL 26,434 27,840 25,810 27,604 28,433 1,999 7.6%
INFORMATION OUTREACH 4,825 4,904 4,228 3,804 2,815 -2,010 -41.7%
INFORMATION SERVICES 43,614 40,563 40,913 41,826 40,341 -3,273 -7.5%
OTHER 1,955 3,930 1,696 4,002 4,387 2,432 124.4%

TOTAL MISSION SUPPORT as% of TOTAL 32.0% 30.5% 30.2% 30.1% 28.7%

TOTAL MISSION SUPPORT 328,115 333,728 323,217 350,948 351,287 23172 7.1%
ENVIRONMENTAL 31,417 23,906 21,693 25,868 27,845 -3,572 -11.4%
SAFETY AND HEALTH 70,632 75,905 73,126 77,562 84,092 13,460 19.1%
FACILITIESMANAGEMENT 44,127 42,673 40,183 40,257 40,088 -4,039 -9.2%
MAINTENANCE 83,920 90,036 84,682 81,221 77,272 -6,648 -7.9%
UTILITIES 10,488 10,133 10,869 10,120 10,642 154 1.5%
SAFEGUARDS AND SECURITY 28,311 31,750 33,980 41,198 41,576 13,265 46.9%
LOGISTICS SUPPORT 20,513 19,117 18,383 17,445 16,543 -3,970 -19.4%
QUALITY ASSURANCE 7,772 9,279 8,359 8,343 7,227 -545 -7.0%
LABORATORY/TECHNICAL SUPPORT 30,935 30,929 31,942 48,934 46,002 15,067 48.7%

TOTAL SITE SPECIFIC as% of TOTAL 6.9% 6.9% 3.6% 4.8% 6.0%

TOTAL SITE SPECIFIC 70,898 75,933 38,738 55,805 73,180 2,282 3.2%
MANAGEMENT/INCENTIVE FEE 59,262 63,746 27,384 46,246 61,191 1,929 3.3%
TAXES 11,636 12,187 11,354 9,559 11,989 353 3.0%
LDRD / PDRD / SDRD 0 0 0 0 0 0 0.0%
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SITE PROFILE
Hanford/Fluor Daniel, Bechtel & CH2M Hill

SITE OVERVIEW AND CHARACTERISTIC

The Hanford Site, a 586-square mile tract of land near Richland, Washington, was established during
World War 11 to produce plutonium for Americas nuclear weagpons arsenad. The Site reached peak
production in the 1960s when nine reactors were in operation at the Hanford Site. Department of
Energy (DOE) hated weapons materia production in the late 1980s and is now engaged in
environmental cleanup efforts to ded with the legacy of radioactive and hazardous wastes that
resulted from the plutonium production era.

The Hanford Site has two separate DOE offices. The DOE Office of River Protection (ORP)
manages the program to remove the waste from the tanks, vitrify the waste for long-term storage or
disposd, and close Hanford's tank farms. The prime DOE contract for these activitiesis held by
CH2M Hill Hanford Group, Inc.

The DOE Richland Operations Office (RL) overseesthe bulk of cleanup, including plutonium
stabilization, cleanup of contaminated soil and buildings, stabilization and storage of spent nuclear fud,
and waste treatment and disposal.  Fuor Hanford Inc. and Washington Closure Hanford complete
cleanup activities for RL.

The contractors manage and maintain over 2,000 facilities, many of which are 30 to 50 years old.
The fadilities include inactive nuclear reactors, adminidrative facilities, andytica laboratories, Sorage
facilities, mobile offices, and trailers. The Hanford Ste Struggles to maintain the older facilities with
current standards and actively seeks ways to minimize its facility maintenance and repair costs.

Because of the large Sze of the Hanford site, DOE has been attempting to "reduce the government
footprint" by acceerating cleanup efforts and transferring land to the Department of Interior. Three
counties border the Ste: Benton, Franklin, and Grant. All three counties are paid an annud totd of
over $3 millionin Paymentsin Lieu of Taxes (PILT). These PILT payments alow counties to recoup
some of the funds lost due to the property being owned by the government rather than tax-paying
landowners.

The sSite continues to progress on its three primary objectives:
Restore the River Corridor
Trangtion the Plateau
Prepare for the Future

The River Corridor encompasses gpproximately 210 square miles adjacent to the Columbia River. It

isdivided into three areas. the 100 Area, comprising nine shut-down plutonium production reactors
and support facilities; the 300 Area, comprising manufacturing and research facilities; and the 600

81



SITE PROFILE
Hanford/Fluor Daniel, Bechtel & CH2M Hill

Area, encompassing mostly vacant land between the 100 and 300 Areas. Multiyear efforts are
underway to remove sodium systems from Hanford production legacy.

The trangtion of the Plateau refers to an areain the center of the Hanford site, which includes the 200
Areaand 400 Areas and is the location of Hanford's longer-term missions of waste treatment, storage

and disposal operations.

Discusson of Maor Trends and Changes from Prior Y ear

The functiond support costs as a percentage of total cost have decreased since the FY 2001
basdline, but have been stable during the past three years.

The Site Specific category changed the most significantly, with a 30.8% increase. Thisincreaseis due
to increases in taxes and award fee, which are explained more fully below. Other variance analyss
for specific functiond categoriesis based upon the guidance of plusminus 20% change.

NOTE: Whileit should be noted that functiona support costs are not intended to be utilized to
compare Sites, there are some differences in the Hanford site that may distort Hanford data. The
FMSIC functiond cost guidance states that the contractor that originates the costs should report
functional cogts. With several mgjor contractors et Hanford the costs could appear “out of ling” with
smilar Stesin certain categories, due to the fact that some functions have been centralized from a site
perspective. In addition, the geographic location and Size of the Site requires the performance of
many fundamentd infrastructure support activities that may not be required at smadler Stes.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

LEGAL
Increase due to lawsuit settlements and additional legal costsin FY 2005.

INFORMATION OUTREACH
In FY 04 this category included "K Basins Hydrolasing Demondgtration” costs. Thiswas aonetime

activity with specific funding that did not continue for FY 05.

MANAGEMENT/INCENTIVE FEE
Additional fee paid to contractors, consistent with DOE approved fee plan.

TAXES
Increase due to additiond limitations placed on the Research & Development tax credit and how it is

cdculated.
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Hanford/Fluor Daniel, Bechtel & CH2M Hill

COST SAVINGSINITIATIVES

($in 000's)
INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR
($in 000's)

Commisson 76 | The commisson recapture program requests the Fuor

Recapture defined benefit pension plan investment managers Hanford
direct a percentage of their trading activitiesto
brokers who then in turn, refund the pension plan a
portion of the commisson.

Plan Merger 41 | The three defined benefit plans merged into one Fluor
plan. This merger resulted in areduction of Hanford
premiums required to be paid to the Penson
Benefit Guarantee Corporation (PBGC).

Fee Negotiation 255 | A renegatiation of fees with the defined benefit Fluor
custodia trustee and record keeper for the plans Hanford
resulted in an gpproximate annua cost avoidance
of $255K.

Truck and Pup 1,200 | Efficencies semmed from utilizing trucks and WCH

Operations trallersto haul alarge stockpile of non-radioactive
s0il from the B Reactor Areato ERDF.

100 Area 2,100 | Labor underruns throughout al remediation Stes WCH

Remediation and due to resource sharing/limitations; savings were

Backfill achieved during mohilization of the 100-B/C
Remaining Pipdines and Sewers and 118-K-1
burid ground remediation subcontractors; field
sampling and andytica anadysis savings.

Facility 4,100 | Efficiencies were achieved by revising the methods WCH

Characterization used for contamination characterization and

deectivating the large beryllium-contaminated 314
fadility. Rather than using paint as a contaminate
fixative, apecia spray bond materia was used
that significantly reduced the resources required,
reduced schedule time, and incressed safety.
Also, fewer samples and lab andysis were
required than planned.
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Sampling 1,100 | Efficiencies redized in performing peer review of WCH
Efficdencies human health risk scenarios, DQO devel opment,

reconnai ssance sampling, and work associated

with the Columbia River work plan and data

compilation.
Reduction to retiree 2,300 | Efficiencies were achieved by accomplishing tasks WCH
medica with fewer project support resources; costs for

legecy retiree medica plan were less than
anticipated; performance fee was reduced due to
award of the new Hanford River Corridor
Contract before fiscd year end.
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Trendsin Total Support Cost by Functional Categories

Idaho National L ab/Bechtel BWXT Idaho ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY2004 FY 2005 2001To  2001To
FY 2005 FY 2005

Total Costs 719,531 680,174 712,704 766,686 954,705 235,174 32.7%

Capital Construction 30,673 26,100 15,280 16,005 14,457 -16,216 -52.9%

Total CostsLess Construction 688,858 654,074 697,424 750,681 940,248 251,390 36.5%

Total Support Costs 380,656 358,002 386,271 377,513 480,274 99,618 26.2%

Mission Direct Operation 308,202 296,072 311,153 373,168 459,974 151,772 49.2%

Mission Direct Operation as % of Total Cost 42.8% 43.5% 43.7% 48.7% 48.2%

Capital Construction as% of Total Cost 4.3% 3.8% 2.1% 2.1% 1.5%

Total Support Cost as % of Total Cost 52.9% 52.6% 54.2% 49.2% 50.3%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as % of TOTAL COST 52.9% 52.6% 54.2% 49.2% 50.3%

TOTAL SUPPORT COST 380,656 358,002 386,271 377,513 480,274 99,618 26.2%

TOTAL GENERAL SUPPORT as% of TOTAL 17.0% 16.1% 17.2% 14.9% 15.4%

TOTAL GENERAL SUPPORT 122,327 109,316 122,257 113,929 146,599 24,272 19.8%
EXECUTIVE DIRECTION 10,924 12,715 13,272 13,071 15,978 5,054 46.3%
HUMAN RESOURCES 10,127 9,510 9,576 9,392 13,897 3,770 37.2%
CFO 9,438 5,918 6,281 7,008 11,322 1,884 20.0%
PROCUREMENT 5,975 5,867 6,382 8,656 9,941 3,966 66.4%
LEGAL 9,479 9,341 9,979 4,702 4,082 -5,397 -56.9%
CENTRAL ADMIN SERVICES 17,145 15,147 20,359 16,328 20,110 2,965 17.3%
PROGRAM/PROJECT CONTROL 13,650 12,033 13,805 12,502 15,072 1,422 10.4%
INFORMATION OUTREACH 11,922 9,591 9,103 6,809 8,539 -3,383 -28.4%
INFORMATION SERVICES 34,431 27,168 32,461 35,311 46,953 12,522 36.4%
OTHER -764 2,026 1,039 150 705 1,469 192.3%

TOTAL MISSION SUPPORT as% of TOTAL 28.3% 28.3% 28.8% 27.4% 27.5%

TOTAL MISSION SUPPORT 203,444 192,374 205,079 210,246 262,936 59,492 29.2%
ENVIRONMENTAL 10,107 8,740 9,333 2,420 6,000 -4,107 -40.6%
SAFETY AND HEALTH 46,354 47,705 49,189 58,985 66,995 20,641 44.5%
FACILITIESMANAGEMENT 18,927 18,516 31,115 25,759 29,560 10,633 56.2%
MAINTENANCE 63,443 53,315 49,239 52,181 67,937 4,494 7.1%
UTILITIES 8,413 10,964 15,932 15,185 20,722 12,309 146.3%
SAFEGUARDS AND SECURITY 21,693 21,514 25,442 30,067 35,937 14,244 65.7%
LOGISTICS SUPPORT 11,517 10,104 11,917 12,544 13,723 2,206 19.2%
QUALITY ASSURANCE 15,178 12,252 10,750 11,379 12,926 -2,252 -14.8%
LABORATORY/TECHNICAL SUPPORT 7,812 9,264 2,162 1,726 9,136 1,324 16.9%

TOTAL SITE SPECIFIC as% of TOTAL 7.6% 8.3% 8.3% 7.0% 7.4%

TOTAL SITE SPECIFIC 54,885 56,312 58,935 53,338 70,739 15,854 28.9%
MANAGEMENT/INCENTIVE FEE 30,891 33,778 37,109 38,109 51,655 20,764 67.2%
TAXES 3,375 3,237 3,264 4,350 3,371 -4 -0.1%
LDRD /PDRD / SDRD 20,619 19,297 18,562 10,879 15,713 -4,906 -23.8%
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SITE PROFILE
Idaho National Lab/Bechtel BWXT ldaho

SITE OVERVIEW AND CHARACTERISTIC
SITE BACKGROUND

In FY 2005 the Idaho Nationd Engineering and Environmentd Laboratory (INEEL) contract was
split into two separate contracts through competitive bids initiated by the DOE Idaho Operations
Office (DOE-ID). Thefirg solicitation was for the Management and Operations (M& O)
responsibilities of the new Idaho Nationa Laboratory (INL) which includes the Laboratory portion of
the INEEL, plus consolidating the former Argonne National Laboratory — West (ANL-W)
operated by the University of Chicago (UC) into the INL. The second solicitation was for the
management respongbilities related to the Site's clean-up activities.

On February 1, 2005 Battelle Energy Alliance, LLC (BEA) assumed management respongbilities of
the INL from predecessor contractors Bechted BWXT Idaho, LLC (BBWI) and UC. The stated
god of the INL contract isto “Work towards the crestion of aworld-class, multi-disciplinary
laboratory focused on nuclear energy and national security research and development.”

On May 1, 2005 CH2M-WG ldaho, LLC (CWI) assumed management responsibilities of the Idaho
Cleanup Project (ICP) from BBWI. The stated god of the Idaho Cleanup Project isto “Complete
the environmenta cleanup in a safe, cost effective manner, congstent with the principles of the EM
Closure Planning Guidance Document dated June 1, 2004.”

In addition, on May 1, 2005 BBWI took over the contract for the Advanced Mixed Waste
Treatment Project which previoudy was handled as a privatization contract with British Nuclear Fudls
Limited.

SITE CHARACTERISTICS

The INL/ICP functiona cost profile isaresult of the many factors and characteristics associated with
our operational missons. A comprehensive knowledge of site-specific characteristics (missions,
diversty and complexity of work, duration of effort, regulatory drivers, geography, etc.) is required to
fully understand and draw meaningful conclusions from thisdata. Some of the factors affecting
Idaho’s functiond cost profile include:

INL isamulti-program FFRDC laboratory with a diverse customer base.

The INL/ICP occupies 839 square miles with the associated logisticsinfrastructure,

There are 8 mgor “Ste’ operating complexes and 5 facilities in the City of 1daho Falls, which are
40 to 60 milesfrom the 5te. Approximately 2,100 employees work in town locations while
3,700 employees work in Site locations.
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INL/ICP provides support services of $17.3M to other “on-Ste’ government entities, e.g., the
Nava Reactors Facility (NRF) and DOE-ID.
Examplesof operationd missonsinclude:
Environmentd — The ICP isinvolved in the clean up of legacy environmentd problems. Life
cycle (estimated at 30 to 50 years) waste cleanup activities include the following items:
Transuranic Waste High-Level Waste
Low-Level Waste Mixed Low-Level Waste
Environmentad Media Contamination  Spent Nuclear Fuel
Research and Development — The INL isinvolved in scientific research and development
with afocus on nuclear energy and national security.
Nuclear Operations— The INL operates the Advanced Test Reactor (ATR) which provides
materia and fuel test results for the U.S. Navy and produces various i sotopes.
Manufacturing — The INL produces tank armor for the U.S. Army.
ICP environmenta operations are guided by the Idaho Settlement Agreement between the
Department, the Navy, and the State of Idaho.
INL/ICP is one of the largest employersin the state of 1daho.

HIGHLIGHTS OF TRENDS

FY 2001 Total Functional Support increased $23.4M due mainly to LDRD, fee, Strategic
Investment Funding, a Business Systemns Improvement Project, and litigation.

FY 2002 Tota Functional Support decreased $22.7M due mainly to work force
restructuring and mandatory cost reductions, decreased spending in the fina implementation
of apart of the Business Systems Improvement Project, reduced LDRD spending, and the
elimination of the desktop refresh initietive.

FY 2003 Tota Functiona Support increased $28.3M due mainly to labor escalation, fringe
benefit costs, and increased work scope.

FY 2004 Tota Functiona Support decreased by $8.8M due to work force restructuring
activitiesaswell asreductionsin LDRD codis.

FY 2005 Totd Functiond Support increased by $109.1M largely due to INEEL contract
restructuring and required increases in pension plan contributions.

ANALY SIS OF CHANGE IN SUPPORT COSTS FROM PRIOR YEAR

Compared to FY 2004, INL/ICP functiona support costs have increased $109.1M. Asexplainedin
the Background section, the INL/ICP experienced substantia changesin FY 2005. Many of the
changesin specific functiona support cost categories are due to these events. Since FY 2005
represents an anomaly and the specific category changes are due to the various contract trangitions,
there will be no analysis of changesin individua functiona support categories.
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COST SAVINGS INITIATIVES

The INL/ICP employs an integrated gpproach to cost management. Five processes are utilized to
achieve thisintegration:

1)
2)

3)
4)

5)

Deveop and implement innovative and effective contract structures and incentives.
Utilizeinterna expertise to review and control cost through cost sudies, analysis, and
research. For example: Six Sigma and Achieving the Competitive Edge (ACE),
which are proven systematic methods of applying step-by-step improvements to our
current work processes.

Employ outside experts to independently review and validate cost estimates.

Utilize performance measures and benchmarks to provide overal indicators of cost
efficency.

Utilize the ACE co4 efficiency and avoidance methodology and tools to identify and
pursue cost-saving improvements of management processes.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

OTHER

The Other category of $534K was composed of $67K for Genera Liability, $58K for D& O Insurance
and $409K for BEA Transition Contract.

COST SAVINGSINITIATIVES

($in 000's)
INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR
($in 000's)

(None)
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Trendsin Total Support Cost by Functional Categories

K ansas City Plant/Honeywell, FM& T ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY2004 FY 2005 2001To  2001To
FY 2005 FY 2005

Total Costs 406,112 452522 484,983 515,898 538,395 132,283 32.6%

Capital Construction 45,427 55,396 66,438 58,710 39,207 -6,220 -13.7%

Total Costs L ess Construction 360,685 397,126 418,545 457,188 499,188 138,503 38.4%

Total Support Costs 173,393 188,849 195,725 208,385 214,209 40,816 23.5%

Mission Direct Operation 187,292 208,277 222,820 248,803 284,979 97,687 52.2%

Mission Direct Operation as % of Total Cost 46.1% 46.0% 45.9% 48.2% 52.9%

Capital Construction as% of Total Cost 11.2% 12.2% 13.7% 11.4% 7.3%

Total Support Cost as% of Total Cost 42.7% 41.7% 40.4% 40.4% 39.8%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 42.7% 41.7% 40.4% 40.4% 39.8%

TOTAL SUPPORT COST 173,393 188,849 195,725 208,385 214,209 40,816 23.5%

TOTAL GENERAL SUPPORT as% of TOTAL 15.0% 14.9% 14.2% 13.7% 13.6%

TOTAL GENERAL SUPPORT 60,737 67,402 68,841 70,893 73,135 12,398 20.4%
EXECUTIVE DIRECTION 4,598 4,216 5,741 5,942 6,178 1,580 34.4%
HUMAN RESOURCES 4,947 4,467 3,896 3,625 3,734 -1,213 -24.5%
CFO 5,266 4,286 5,209 5,834 6,045 779 14.8%
PROCUREMENT 6,108 6,299 6,453 6,769 6,483 375 6.1%
LEGAL 1,238 2,053 2,096 1,040 1,135 -103 -8.3%
CENTRAL ADMIN SERVICES 209 430 220 268 274 65 31.1%
PROGRAM/PROJECT CONTROL 6,410 7,172 8,207 8,581 8,786 2,376 37.1%
INFORMATION OUTREACH 3,163 3,888 2,812 3,494 4,399 1,236 39.1%
INFORMATION SERVICES 29,926 33,391 34,207 35,340 35,690 5,764 19.3%
OTHER -1,128 1,200 0 0 411 1,539 136.4%

TOTAL MISSION SUPPORT as% of TOTAL 22.5% 21.2% 20.9% 21.5% 21.0%

TOTAL MISSION SUPPORT 91,366 95,841 101,175 110,680 113,319 21,953 24.0%
ENVIRONMENTAL 5131 5,355 5,296 5,311 4,855 -276 -5.4%
SAFETY AND HEALTH 4,344 5,007 4,926 5,645 5,427 1,083 24.9%
FACILITIESMANAGEMENT 6,727 8,143 10,071 10,014 11,715 4,988 74.1%
MAINTENANCE 36,135 35,189 36,923 43,477 43,158 7,023 19.4%
UTILITIES 12,898 13,458 12,824 13,127 14,347 1,449 11.2%
SAFEGUARDS AND SECURITY 8,721 10,071 11,247 11,592 11,331 2,610 29.9%
LOGISTICS SUPPORT 6,270 6,399 6,795 7,726 7,951 1,681 26.8%
QUALITY ASSURANCE 7,450 8,203 9,165 9,450 9,463 2,013 27.0%
LABORATORY/TECHNICAL SUPPORT 3,690 4,016 3,928 4,338 5,072 1,382 37.5%

TOTAL SITE SPECIFIC as% of TOTAL 5.2% 5.7% 5.3% 5.2% 5.2%

TOTAL SITE SPECIFIC 21,290 25,606 25,709 26,812 27,755 6,465 30.4%
MANAGEMENT/INCENTIVE FEE 19,837 22,556 22,445 23,458 23,866 4,029 20.3%
TAXES 1,453 1,706 1,602 1,228 2,206 753 51.8%
LDRD / PDRD / SDRD 0 1,344 1,662 2,126 1,683 1,683 100.0%
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SITE PROFILE
Kansas City Plant/Honeywell, FM& T

SITE OVERVIEW AND CHARACTERISTIC

The Kansas City Plant (KCP) is operated by Honeywell, Federd Manufacturing & Technologies
(FM&T). Our broad array of products and capabilities are closdly linked with current and future
efforts to ensure the safety and reliability of the stockpile. The plant produces over 85% of the
components that congtitute a nuclear wegporn—more than 1,000 active ship entities for over 40
product families. Approximately 60,000 ship entity pieces are shipped annudly. Engineers are
regponsible for the full spectrum of products and technologies that perform wegpon functions from
access authorization to delivery of energy to the nuclear explosives package. These products include
items such as radars, programmers, reservoirs, joint test assemblies, trgjectory sensang sgnd
generators, firesets, and mechanica cases. Other mgor initiatives the plant supports are: fabrication
of telemetry systems to eva uate wegpon systems, fabrication of Safeguards Transporters and
program activities for the Office of Secure Trangportation, warehousing and shipment of hardware for
the Air Force's ongoing maintenance programs, and centraized procurement of Directed Stockpile
Work production material.

The KCP includes property, assets and people located in Missouri, New Mexico and Arkansas.
Current employment is gpproximately 2,950 people. The Kansas City facility resides on 141 acres
including grounds and parking lots and currently utilizes gpproximately 2.9 million square feet of
building space (primarily within one manufacturing building). The plant provides utility servicesto the
South Kansas City Federd Complex which includes the plant and Generd Services Adminidration
(GSA) space leased to other federal agencies. The plant bills GSA for their utilities. In October
1994, the FM& T divison assumed respongbility for Kirtland Operations previoudy operated by
EG&G. Kirtland Operations is Situated on four separate sites in Albuquerque, New Mexico: 20.2
fenced acres owned by the U.S. Air Force and occupied under permit to the DOE, the Craddock
Facility, the Air Park Facility, and the Coyote Canyon Facility. The Kirtland Operation also provides
facility support and training for Fort Chaffee, Arkansas, which supports the Office of Secure
Trangportation, and engineering and technical support for Los Alamaos, New Mexico. There are
gpproximately 30,000 items of equipment at the combined facilities.

Functiona Support Cost Trends

The plant cost profileisinfluenced by program requirements and funding trends associated with
Defense Programs workload and complementary work. Tota operating codts (total costs less
capital/congtruction) have increased steadily each year from

FY 2001 through FY 2005. During the five year period, direct mission cogts increased by 52%, while
total functional support costs only increased by 24%. General Support functions have decreased
from 17% to 15% of operating costs, while Mission Support functions have decreased from 25% to
23% during thistime frame. A plant pension contribution requirement in FY 2003 through FY 2005
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was driven by the drop in equity markets over the prior three-year period and low treasury rates
(note: the last required contribution was prior to the five-year functional cost period). The pension
contributions ($10.5M in FY 2003, $24.2M in FY 2004 and $22.3M in FY 2005) impacted all
categories through sdlaried and hourly labor pricing.

Genera Support

FY 2005 Genera Support represents a$2.2M (3.2%) increase over FY2004. The primary e ements
for thisincrease are Information Outreach ($0.9M), Information Services ($.4M), and Other ($.4M)
with the remaining dements al less than $.3M. Information Outreach reflects continued growth in the
Business Development organization established to grow complementary work offsetting Misson
Direct costs through higher asset utilization. Information Services reflects DigitalWorks projects
(projects designed to automate workflow), including PeopleSoft Time and Labor, Order
Management Improvements and Factory Work Ingtruction Pilot, and a PC Refresh investment. The
increase in Other is associated with the cost of organizationa restructuring that occurred during

FY 2005.

FY 2005 Genera Support costs represent a $13.4 million increase from the FY 2001 level. Element
trends within the category reflect increases in Executive Direction ($1.6M), Chief Financid Officer
($.8M), Program/Project Planning & Control ($3.4M), Information Outreach ($1.2M), Information
Sarvices ($5.8M) and Other ($1.4M). The remaining four ements result in anet offset of -$0.8M,
of which Human Resources is the largest contributor, primarily due to areduction of €even associates
during the period.

Executive Direction reflects the addition of seven associates in the Six Sigmaand Business Excdllence
organization and the addition of four senior management staff over the five-year period. The change
in Chief Financid Officer isinfluenced by an increase of eight asociates primarily in inventory and
cost accounting. Program/Project Planning & Control reflects an increase in labor costs for 24
associates and the additiona travel and expenses related to supporting additiona campaigns and
increased direct mission work, which has increased 52% over the same period. Information
Ouitreach reflects growth in the Business Deve opment organization with the addition of five
associaes. The Information Services trend is driven by software procurements including
DigitalWorks projects, software/hardware maintenance contracts (ASAP-Microsoft Enterprise
license, PeopleSoft ERP systems, Oracle licenses, Xerox contract etc.), communication Services,
contract support services, and an additional 26 associatesin the organization addressing critica skill
initiatives during this period. Other isinfluenced by bid and proposal and contract transition labor
charges that were identified as peculiar to FY 2001 and organizationa restructuring costs that were
identified in FY 2005.

The Genera Support - Other category conssts of:
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($in 000s)

FY 2005 $411 Codsassociated with organizationd restructuring

FY 2004 $0

FY 2003 $0

FY 2002 $1,200 Legd Settlement(s)

FY 2001 (1,128)Bid & Proposa and Contract Transition Labor Costs Charged to Honeywell

Mission Support

Mission Support reflects a $2.6M (2.4%) increase in FY 2005 when compared to FY2004. This
increase is primarily atributed to Facilities Management ($1.7M) and Utilities ($1.2M) and

L aboratory/Technica Support ($.7M), offset by reductions in the remaining elements al under
$0.5M. Theincrease in Fecilities Management is due to increase contracted facilities engineering
support and earned-val ue management services leading to certification initiative in FY'2006. Utility
costsincressed primarily due to the increase cost of natural gas during FY 2005.
Laboratory/Technica Support reflects an increase due the addition of five associates for engineering
support in addition to norma escalation and the pension contribution impact.

The $22.0 million increase in Misson Support costs from FY 2001 to FY 2005 is primarily attributed
to increases in Safety & Hedth ($1.1M), Facilities Management ($5.0M), Maintenance ($7.0M),
Utilities ($1.4M), Safeguards & Security ($2.6M), Logistics Support ($1.8M), Quality Assurance
($2.0M) and Laboratory/Technical Support ($1.3M).

Safety and Hedlth reflects an increase of two associates and expenses related to contract medica
sarvices and plant-wide ergonomic improvements. Facility Management, Maintenance, and Utility
cogts continue to be a driver of the Mission Support cost category. Multiple re-organizations through
the fiscd yearsin the Facilities Management and Maintenance functions have impacted trends;
therefore, these functiona cost categories have been consolidated to address those trends. The
variancesin expenses are

primarily atributed to increased contracted facilities engineering efforts including pre-Title | designs
and contract labor services supporting activities such as roof refurbishment, asbestos abatement, and
infrastructure refurbishment. Since Maintenance and Utilities are largely comprised of hourly
associates, labor costs have been influenced by pension expenses during the last three years. The
Safeguards & Security cost increase reflects heightened security measures put into place since
September 11, 2001 and cyber security initiatives. Security costs reflect the hiring of additiond
Security Police Officers since the second half of FY2002. Logistics Support and Quality Assurance
labor cogts reflect the increase in pension expense and escaation.  Laboratory/Technical Support
reflects an increase of thirteen associates for engineering support during this period.
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Site Specific

The change in Site Specific costs between FY 2001 and FY 2005 is attributed to an increase in
management/award incentive fees and the support of Program Directed Research and Devel opment
(PDRD) activitieswhich were initiated in FY2001. In FY 2005, PDRD activities were reduced
sgnificantly over FY2004 levels. The $1M year-over-year increase in Taxesis caused by a
non-recurring Missouri tax refund received in FY 2004.

Globa Cogt DriversAnomadies

Workload and funding reductions have required early and regular retirements and have created a
disproportionate amount of retirees to current associates (the plant census has been reduced by 53%
snce 1990). Retiree Insurance is a significant fixed expense ($11.3M) for the plant and is alocated
to al cost categories.

Cog Savings Inititives

Kansas City Plant/Honeywe | FM&T is migrating to the Honeywell Operating System (HOS) with the
balance of Honeywell International. HOS is about applying “lean” principles to the entire enterprise
removing waste in every process. HOS is a holigtic gpproach to drive improvements in safety,
quality, ddivery, and cogt; through full integration of Sx Sigma. HOS is not about working harder,
but it is about synergidticaly integrating processes, skills, and technology, to reduce cycle time and
cog, while improving qudity. HOS isthe next step in the pursuit operationa excdllence and

responsi veness.

Some of the many Six Sigma Projects for 2005 that yielded part of over $13.8M in Long Term
Productivity efficiency gains are detailed below.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

INFORMATION OUTREACH
Information Outreach reflects continued growth in the business devel opment organi zation established to
grow complementary work offsetting mission direct costs through higher asset utilization.

OTHER
Theincrese in other is associated with the cost of organizationd restructuring that occured during
FY 2005

TAXES
The $1M year over year increase in taxes is caused by anon-recurring Missouri tax refund recieved in
FY 2004
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LDRD / PDRD / SDRD

In FY 2005 PDRD activities were reduced significantly over FY 2004 levels

CAPITAL CONSTRUCTION
FY 05 had no new congtruction projects when compared to FY04. SMRI is nearing completion and

accounted for over $25M in FY 2004 compared to just over $4M in FY 2005. FY 2004 had a

completed project for boilers and controls with costs of $600K that wasn't in FY 2005.

COST SAVINGSINITIATIVES

($in 000's)
INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR
($in 000's)
Reduction of Active 338 | A plant-wide effort to reduce the active
Cdibrated Items cdibrations by 15% from a basdline number of

38,151 Ingpection Measuring and Test Equipment
was implemented and executed from November
2004 through approximately September 2005.
The equipment removed from the active schedule
would have continued to be part of the reoccurring
workload for the test equipment organization.

Prior to thisinitiative, there was no clear processin
place for identifying requirements based on
production schedule, recent usage or ultimately
meaking digposition of the need of the calibrated
item. Thereisan anticipated increase of caibrated
items based on the W76 and W80 LEPs.
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Wdl Maintenance
Contract Cost
Savings

396

K CP well maintenance has been provided by the
same group of consultants since December 2002.
The work performed has aways been a or above
expectations based on the contract and scope of
work, however the pricing was considered
excessve by the Environmental Protection
Specidigt (EPS) overseeing thework. Based on
severd vigts at the KCP, the contractor and the
EPS andyzed the tasks performed, the working
environment, the security requirements and a
strong relaionship with the Missouri State
regulatory authorities. It was determined thet a
more cogt efficient aternatives could be employed
and thereby convinced the contractor to reduce the
price. These monies were not spent for this
activity and were reallocated to fund another
project that had been submitted in the budget.

Relocation Tiered
Agreements

459

Three options, depending on the type of hire, will
<t limits on cost dlowances for relocation
expenses that are easer to estimate and control.
Previoudy, there was only one relocation
agreement with maximum benefits for al new hires
and tranders, resulting in high cogts to
departmenta overhead and expensesthat were
difficult to manage or predict.

Purchasing
non-refundable
tickets

1,200

Honeywdl| began purchasing non-refundable
tickets for associate travel in FY 2002; thisinitiative
reflects the utilization of an approach that was
being applied at some other sites. During FY 2005
the plant experienced a cost savings of $1.2M for
non-refundable tickets. FY 2005 travel costs,
excluding Work for Others activities, anounted to
$5.8M for the plant
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Trendsin Total Support Cost by Functional Categories

Knolls Atomic Power Lab/L ockheed Martin ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 2001 To 2001 To
FY 2005 FY 2005

Total Costs 275,700 271,600 296,500 304,300 347,700 72,000 26.1%

Capital Construction 22,900 15,900 27,300 17,300 19,300 -3,600 -15.7%

Total Costs Less Construction 252,800 255,700 269,200 287,000 328,400 75,600 29.9%

Total Support Costs 74,100 75,300 79,700 85,900 97,600 23,500 31.7%

Mission Direct Operation 178,700 180,400 189,500 201,100 230,800 52,100 29.2%

Mission Direct Operation as % of Total Cost 64.8% 66.4% 63.9% 66.1% 66.4%

Capital Construction as% of Total Cost 8.3% 5.9% 9.2% 5.7% 5.6%

Total Support Cost as% of Total Cost 26.9% 27.7% 26.9% 28.2% 28.1%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 26.9% 27.7% 26.9% 28.2% 28.1%

TOTAL SUPPORT COST 74,100 75,300 79,700 85,900 97,600 23,500 31.7%

TOTAL GENERAL SUPPORT as% of TOTAL 7.5% 8.4% 8.8% 9.1% 10.2%

TOTAL GENERAL SUPPORT 20,700 22,900 26,100 27,800 35,600 14,900 72.0%
EXECUTIVE DIRECTION 3,100 2,800 3,000 3,200 3,000 -100 -3.2%
HUMAN RESOURCES 2,800 3,400 3,900 4,300 6,100 3,300 117.9%
CFO 2,900 2,500 3,100 4,000 3,300 400 13.8%
PROCUREMENT 2,000 1,700 2,000 1,900 2,400 400 20.0%
LEGAL 400 200 500 200 300 -100 -25.0%
CENTRAL ADMIN SERVICES 1,200 1,300 1,400 1,600 1,500 300 25.0%
PROGRAM/PROJECT CONTROL 300 400 400 500 700 400 133.3%
INFORMATION OUTREACH 0 0 0 0 0 0 0.0%
INFORMATION SERVICES 8,000 10,600 11,800 12,100 13,800 5,800 72.5%
OTHER 0 0 0 0 4,500 4,500 100.0%

TOTAL MISSION SUPPORT as% of TOTAL 17.4% 17.2% 16.2% 17.2% 15.8%

TOTAL MISSION SUPPORT 48,000 46,700 48,100 52,300 55,100 7,100 14.8%
ENVIRONMENTAL 5,000 4,600 5,300 5,900 7,600 2,600 52.0%
SAFETY AND HEALTH 11,300 11,000 11,200 11,600 12,000 700 6.2%
FACILITIESMANAGEMENT 5,300 2,600 4,300 5,500 5,200 -100 -1.9%
MAINTENANCE 11,500 12,900 10,600 12,700 13,100 1,600 13.9%
UTILITIES 3,200 2,600 3,000 2,900 3,000 -200 -6.3%
SAFEGUARDS AND SECURITY 6,000 7,200 8,400 8,400 9,100 3,100 51.7%
LOGISTICS SUPPORT 2,500 2,800 2,200 2,200 2,900 400 16.0%
QUALITY ASSURANCE 3,200 3,000 3,100 3,100 2,200 -1,000 -31.3%
LABORATORY/TECHNICAL SUPPORT 0 0 0 0 0 0 0.0%

TOTAL SITE SPECIFIC as% of TOTAL 2.0% 2.1% 1.9% 1.9% 2.0%

TOTAL SITE SPECIFIC 5,400 5,700 5,500 5,800 6,900 1,500 27.8%
MANAGEMENT/INCENTIVE FEE 5,100 5,000 5,000 5,200 5,400 300 5.9%
TAXES 300 700 500 600 1,500 1,200 400.0%
LDRD / PDRD / SDRD 0 0 0 0 0 0 0.0%
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SITE PROFILE
Knolls Atomic Power Lab/Lockheed Martin

SITE OVERVIEW AND CHARACTERISTIC
BACKGROUND

The Knolls Atomic Power Laboratory (KAPL) is operated for the Department of Energy by KAPL,
Inc., aLockheed Martin company. Itis KAPL’s sole function to support the United States Naval
Nuclear Propulsion Program through development of advanced reector plant designs, while providing
design agency support of the operating fleet and training to nuclear propulsion plant operating
personnd.

KAPL currently employs more than 2,700 people a two maor sites, in Niskayuna, NY and in West
Milton, NY. The Knolls Site in Niskayuna and the Kessdring Site in West Milton are Situated on
gpproximately 170 and 3,900 acres of land, respectively. KAPL fied personnd aso operate out of
shipyards and vendor plantsin Maine/New Hampshire, Connecticut, Virginia, Hawaii, Georgia,
Cdifornia, Washington State, Tennessee and at the Nava Reactors Facility Sitein Idaho.

KAPL was origindly operated by the Generad Electric (GE) Company. GE received itsinitia
contract to establish KAPL from the Manhattan Engineering Didtrict in May of 1946. KAPL's
mission was shifted completely to Naval nuclear propulson by the mid-1950s. KAPL'sinitid efforts
for the Navy were spent developing a nuclear reactor smal enough to operate insgde a submarine.
The ex-SeaWolf (SSN 575) which was launched in 1955, represented the first KAPL-designed
reactor plant. Subsequently, KAPL designed reactors for TRITON (SSN 586), NARWHAL (SSN
671) and the research submarine NR-1. KAPL has also designed reactors for BAINBRIDGE
(CGN 25) and TRUXTON (CGN 35) cruisers, the LLOS ANGLES Classand VIRGINIA Class
attack submarines and OHIO Class balistic missle submarines.

KAPL currently maintains, supports and enhances the misson cagpability of LOS ANGELES and
VIRGINIA Class attack submarines and OHIO Class ballistic missle submarines. KAPL dso
supports Electric Boat and Northrop Grumman Newport News in the test and construction of
additiona VIRGINIA Class submarines and provides design and engineering support for the future
CVN 21 Class aircraft carriers.

KAPL’ s efforts focus on designing the world’s most technologically advanced nuclear reactor plants
for the U.S. Nava Nuclear Propulsion Program. Fundamental research is conducted to develop
improved materias and components for nava nuclear propulsion technology.

KAPL usesitstheoretica knowledge, sophisticated testing capabilities and computationa power to

design new reactor and propulsion systems and components that will be used on existing and future
Navy surface ships and submarines. Some additional areas KAPL focuses on are direct energy
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converson, dectric drive propulsion and advanced composite materials.

In addition, KAPL operates two prototype plants located at the Kessdring Site in West Milton, NY.
The MARF and S8G prototypes commenced operation in 1976 and 1979, respectively, and are
used to test reactors, reactor plant systems, and steam and electric plant components. The MARF
and S8G prototypes are aso used for training of U.S. Navy personnd as Nava nuclear propulsion
plant operators. Two other prototypes located at the site, the S3G and D1G prototypes, are
currently undergoing inactivation. S3G and D1G, which started operation in 1958 and 1962,
respectively, were operated for training and testing until their missons were completed in the 1990s.
At that time, the plants were shut down and inactivation was started as part of Naval Reactors
continuing commitment to ensure proper dismantlement and environmenta remediation of formerly
used facilities.

KAPL operated a second prototype site in Windsor, CT from 1972 until1993. This Site, which was
originaly congtructed by Combustion Engineering in 1957, contained the single S1C prototype.
Operationa cognizance was transferred to KAPL (GE) in 1972. Today, al site structures and
utilities have been removed; the Site is now green grass and isin the find stages of decommissioning
for unredtricted use.

KAPL's FY04 estimate for dl taxes applicable to DOE Operations, with the exception of sdles and
usetaxes, is$472K. These taxes are accounted for in the tax category of the FY 04 Functiond
Support Cost Report. Total sales and use tax, applicable to DOE Operations, for FY 04 is estimated
to be $900K.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

HUMAN RESOURCES
Incresses are primarily due to HR rdated staffing functions including recruiment and relocation
associated with Space Program.

PROCUREMENT
Strong hiring in the procurement area due to Space Program and facilities support contributed to an
increase in the total labor cost associated with this category.

LEGAL
Increasesin outside legd service fees and related court codts contribute to the rise in the legal category.
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INFORMATION SERVICES

Higher cogts are primarily the result of increased MP and associated Materials and Subcontractsin
suppor the Space Program.  Also purchases of Automatic Data Processing equipment, including super
work stations, were advanced into FY 05 from FY 06.

OTHER
Status of pending lega case settlement changed from contigent to probable and thus by accouting

practice the ligbility was recognized.

ENVIRONMENTAL
Review of the category prompted the incluson of Radiological Waste costs.

SAFEGUARDS AND SECURITY
Increases in this category are due to increased labor cogts.

LOGISTICS SUPPORT
Purchase of respiratory equipment for emergency personnel primarily contributed to theincreasein this

category.

QUALITY ASSURANCE
Due to the ttrition of multiple senior employees within QA.

TAXES
Asaresult of aNew York State Tax Audit additiona tax payments were required in FY 05.

COST SAVINGSINITIATIVES

($in 000')
INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR
($in 000's)
Intern Interviewing 19 | During FY05 KAPL changed its intern interview Michdle
Process process from bringing intern candidates to the local Morgan

areafor interviews to conducting the intern
interviews by phone. KAPL conducted 71 intern
interviews for FY 05 at a DOE savings of $272in
interviewee travel costs per interview. This
reduced travel resulted in a cost savings of
approximately $19,312.
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Remote Drug
Screening

26

KAPL dso implemented aremote drug screen
process for candidates that accepted positions and
who did not need a complete physica prior to
sarting at KAPL. Previoudy candidates traveled
to the area, after accepting an offer, to complete a
physica on site. The new process alowed some
of the candidates (96) to have a drug screen
conducted at their location in lieu of traveling and
coming ongte for the physca. The physicd was
then conducted in conjunction with their Sart dete,
therefore reducing the number of trave tripsto the
area. Total DOE savings related to remote drug
screening equals $26,112.

Michdle
Morgan

Operations,
Environmentd and
Hedth

1,200

In FY 2004, KAPL entered into afixed price
agreement for dectricity costs through the Defense
Energy Support Center. In FY 2005, the cost
savings are estimated at approximately $1.2M
based on a comparison of contract to market
rates.

Michdle
Morgan
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Trendsin Total Support Cost by Functional Categories

L. Berkeley National Lab/University of California ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY2004 FY 2005 2001To  2001To
FY 2005 FY 2005

Total Costs 432,025 478,705 456,430 503,724 523,738 91,713 21.2%

Capital Construction 46,568 65,282 52,427 59,006 82,227 35,659 76.6%

Total Costs L ess Construction 385,457 413,423 404,003 444,718 441,511 56,054 14.5%

Total Support Costs 120,203 135,219 135,776 142,877 146,151 25,948 21.6%

Mission Direct Operation 265,254 278,204 268,227 301,841 295,360 30,106 11.3%

Mission Direct Operation as % of Total Cost 61.4% 58.1% 58.8% 59.9% 56.4%

Capital Construction as% of Total Cost 10.8% 13.6% 11.5% 11.7% 15.7%

Total Support Cost as% of Total Cost 27.8% 28.2% 29.7% 28.4% 27.9%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as % of TOTAL COST 27.8% 28.2% 29.7% 28.4% 27.9%

TOTAL SUPPORT COST 120,203 135,219 135,776 142,877 146,151 25,948 21.6%

TOTAL GENERAL SUPPORT as% of TOTAL 10.4% 11.4% 11.9% 11.8% 11.6%

TOTAL GENERAL SUPPORT 44,872 54,803 54,179 59,236 60,715 15,843 35.3%
EXECUTIVE DIRECTION 4,199 8,192 8,613 9,409 8,658 4,459 106.2%
HUMAN RESOURCES 3,610 3,676 4,466 5,278 5,178 1,568 43.4%
CFO 4,743 4,890 4,209 6,622 7,625 2,882 60.8%
PROCUREMENT 3,506 4,284 3,745 6,035 6,004 2,498 71.2%
LEGAL 1,646 1,503 1,428 1,763 2,407 761 46.2%
CENTRAL ADMIN SERVICES 6,069 5,847 5,494 5,066 4,341 -1,728 -28.5%
PROGRAM/PROJECT CONTROL 0 0 0 0 0 0 0.0%
INFORMATION OUTREACH 3,004 3,454 3,511 3,393 3,288 284 9.5%
INFORMATION SERVICES 19,270 20,916 21,449 20,871 21,605 2,335 12.1%
OTHER -1,175 2,041 1,264 799 1,609 2,784  236.9%

TOTAL MISSION SUPPORT as% of TOTAL 14.8% 14.0% 15.2% 14.0% 13.5%

TOTAL MISSION SUPPORT 64,047 67,225 69,526 70,611 70,585 6,538 10.2%
ENVIRONMENTAL 5,127 2,159 4,508 4,658 4,724 -403 -7.9%
SAFETY AND HEALTH 7,068 9,254 8,693 7,734 7,970 902 12.8%
FACILITIESMANAGEMENT 14,556 16,125 16,767 16,534 18,225 3,669 25.2%
MAINTENANCE 15,527 16,322 17,004 19,443 17,351 1,824 11.7%
UTILITIES 5,918 7,947 6,724 6,817 6,422 504 8.5%
SAFEGUARDS AND SECURITY 2,590 3,259 3,165 3,652 3,486 896 34.6%
LOGISTICS SUPPORT 4,228 4,006 4,288 4,304 4,282 54 1.3%
QUALITY ASSURANCE 25 56 81 93 368 343  1,372.0%
LABORATORY/TECHNICAL SUPPORT 9,008 8,097 8,296 7,376 7,757 -1,251 -13.9%

TOTAL SITE SPECIFIC as% of TOTAL 2.6% 2.8% 2.6% 2.6% 2.8%

TOTAL SITE SPECIFIC 11,284 13,191 12,071 13,030 14,851 3,567 31.6%
MANAGEMENT/INCENTIVE FEE 2,950 3,107 3,071 2,947 3,695 745 25.3%
TAXES 349 271 342 484 313 -36 -10.3%
LDRD / PDRD / SDRD 7,985 9,813 8,658 9,599 10,843 2,858 35.8%
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SITE PROFILE
L. Berkeley National Lab/University of California

SITE OVERVIEW AND CHARACTERISTIC

Lawrence Berkeley National Laboratory (LBNL) isamulti-program lab engaged in basic research
in awide variety of scientific disciplines. Mgor scientific achievements include 10 winners of the
Nobel Prize and other world-class, competitive prizes. The Lab's core competenciesarein
Computationa Science and Engineering; Particle and Photon Beams; Bioscience and
Biotechnology; the Characterization, Synthesis, and Theory of Materids, Advanced Technologies
for Energy Supply and Energy Efficiency; Chemica Dynamics, Catalys's, and Surface Science;
Advanced Detector Systems,; and Environmental Assessment and Remediation. The Berkeley Lab
provides saverd unique nationd experimenta user facilities for qudified investigators. the
Advanced Light Source (ALS); the National Energy Research Scientific Computing Center
(NERSC); Energy Sciences Network (ESnet); and the National Center for Electron Microscopy.

LBNL is managed by the Univergity of Cdiforniaand islocated in Berkdey, Cdifornia. LBNL
occupies 160 buildings and trailers on 200 acres. It dso shares severd buildings on the UC
Berkdey campus. Additiond facilities are located in the following places due to space limitations
on ste: downtown Berkeley, Oakland for the NERSC facility, and Walnut Creek for the Joint
Genome Indtitute. In FY 2005, the workforce was approximately 3,600 people, conssting of 61%
Career employees, 14% Graduate Student Research Assistants & Student Assistants, 9%
Postdoctoral Fellows & Researchers, 6% Faculty, and 10% other. LBNL's mgjor DOE customer
is Office of Science (SC), which accounted for 60% of Mission Direct codts, followed by work for
other Agencies (Federd and Non-Federd). Other DOE programsinclude Energy Efficiency (EE),
Foss| Energy (FE), Electric Transmission (TD), Assstant Secretary for Environmental Management
(EM), and Adminigtrator for National Nuclear Security Adminigtration (NA).

LBNL conducts its unclassfied research mission asa Tier |11 laboratory (no classified research or
information on-9te). Berkeley Lab's cyber security program addresses the needs of al computer
and networking systems and is fully appropriate for systlems that contain no classified information.
The Laboratory’s cyber security software is a powerful system for detecting network intruders and
has served as amodel for other |aboratories.

Il. Trends:

LBNL’s Functiona Support Costs (FSC) as a percentage of total Site Costs have fluctuated
between 27.8% and 29.7% with an average of 28.4% between FY01 and FY05. From FY04 to
FY 05, total Site costsincreased by 4.0% while the total Functiona Support Costsincreased only
by 2.3%. Explanation for functiona support cost categories with mgor change (increase/decrease
> + 20%) is detailed below.

114



SITE PROFILE
L. Berkeley National Lab/University of California

*Pease note that Mission Direct costsin this report reflect costs without distributed costs;
therefore, it will not reconcile to the funding appropriated by DOE Programs.

Major changes from FY 01 to FY 05:

In FY 02, Divison Directors salaries were moved from Organization Burden into G& A, which
increased the Executive Direction category. In FY 04, the CFO organization went through a
rebuilding effort by increasing saffing to a more appropriate level to enhance financid integrity and
sarvicesa LBNL. Alsoin FY 04, anew Didtributed Procurement Unit (DPU) was formed to
manage the procurement card process. In FY 05, the Assurance Office was created to increase
functiondity and scope relating to Indtitutiona activities and compliance with the new UC-Contract
with DOE.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

LEGAL

Magor costs include activities related to the counsdl/patents office and external patent attorney fees.
Cost increased by $644K due to increased use of outside attorneys and a reduction in credits from
Royalties on FY 04 patents.

OTHER
Legd settlements have returned to levels more in line with historical trends with FY 04 having fewer

Settlement expenses.

QUALITY ASSURANCE
The Assurance Office was expanded in scope and functiondity to include more Indtitutiona activities,
specifically compliance with the UC-Contract with DOE

MANAGEMENT/INCENTIVE FEE
Increased by $748K primarily due to a higher management fee with the new University of Cdifornia

Contract with DOE effective June 1, 2005.

TAXES
Decreased by $171K primarily because purchases subject to salestax have returned to historicd levels,

whereas FY 04 had a higher amount of these purchases.
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CAPITAL CONSTRUCTION
Capita/Congtruction increased by 39.4%, or $23,221K, primarily due to the increased activity on the
Molecular Foundry construction project.

COST SAVINGSINITIATIVES
($in 000's)

INITIATIVE
TITLE

AMOUNT
SAVED
PER YEAR

($in 000's)

DESCRIPTION OF EFFORT

POINT OF
CONTACT

Reorganization of
ES&H

1,000

In FY 05, the Environmental Hedlth and Safety
Divison (EH& S) consolidated its activities and
underwent further reorganization in order to absorb
higher-than inflation cost increases and unfunded
scope/mandates, which resulted in anumber of
gaff reductions and other saving initiatives
throughout the EH& S organization totaing ~$1M.
Specific initiatives included: on-site clinicd
|aboratory operated in Health Services since the
1950's was closed; in Waste Management, the
Compliance Team Leader position and the
Operations Team Leader position were combined
into one, the Data Vdidetion position was
eliminated reducing QA/QC efforts, waste
trangportation, trestment and disposal costs were
reduced by using different vendors; Travel and
Training expenditures were reduced by 50%;
eliminated 1 Management Information System
programmer.

Martin
Straka

New Travel Agency

300

In FY 05, the Travel Office aggressvely negotiated
lower fees with the Carlson Travel Agency. Use
of the Carlson Agency resulted in a cost savings of
approximately $300K on airfare, international
travel and other travel related codis.

Martin
Straka
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Fadilities Divison
reductions

2,000

In FY 05, Fcilities Division returned over $2
Million from theinitid inditutiona budget
dlocation. These savingswerein three main aress.
Design and Congtruction, Planning and Non
Capitd Alterations. The Design and Congdtruction
department management reorganized the
department and the graduad reduction in staff and
associated activities reduced costs. There was
aso areduction in the future project planning
scope resulting from a stretched out schedule for
DOE and third party funded mgjor building
projects. The LBNL long range plan schedule was
extended reducing costsin FY 06. The alocation
for non capita projects was reduced and some
cost savings from the project plan redized on the
move to the new West Berkeley Biocenter (Potter
Building).

Martin
Straka
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Trendsin Total Support Cost by Functional Categories
L. Livermore National Lab/University of California ($000)
FY 2005

$Change % Change
FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 2001 To 2001 To
FY 2005 FY 2005

Total Costs 1,373,045 1,527,088 1,576,453 1,629,678 1,625,780 252,735 18.4%

Capital Construction 213,526 242,488 222,413 121,369 116,104 -97,422 -45.6%

Total Costs L ess Construction 1,159,519 1,284,600 1,354,040 1,508,309 1,509,676 350,157 30.2%

Total Support Costs 444,646 506,510 551,518 573,185 590,685 146,039 32.8%

Mission Direct Operation 714,873 778,090 802,522 935,124 918,991 204,118 28.6%

Mission Direct Operation as % of Total Cost 52.1% 51.0% 50.9% 57.4% 56.5%

Capital Construction as% of Total Cost 15.6% 15.9% 14.1% 7.4% 7.1%

Total Support Cost as % of Total Cost 32.4% 33.2% 35.0% 35.2% 36.3%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 32.4% 33.2% 35.0% 35.2% 36.3%

TOTAL SUPPORT COST 444,646 506,510 551,518 573,185 590,685 146,039 32.8%

TOTAL GENERAL SUPPORT as% of TOTAL 10.2% 11.1% 12.4% 12.3% 12.0%

TOTAL GENERAL SUPPORT 139,760 169,910 196,214 199,725 194,613 54,853 39.2%
EXECUTIVE DIRECTION 15,557 19,977 20,022 19,320 17,658 2,101 13.5%
HUMAN RESOURCES 17,093 18,993 19,546 19,685 19,382 2,289 13.4%
CFO 7,030 7,231 6,920 7,315 7,714 684 9.7%
PROCUREMENT 13,015 15,850 17,045 16,145 16,628 3,613 27.8%
LEGAL 3,280 3,060 3,194 3,221 3,166 -114 -3.5%
CENTRAL ADMIN SERVICES 18,834 21,644 22,746 21,071 22,646 3,812 20.2%
PROGRAM/PROJECT CONTROL 2,064 2,506 3,207 3,254 3,320 1,256 60.9%
INFORMATION OUTREACH 14,433 18,400 19,697 18,912 18,178 3,745 25.9%
INFORMATION SERVICES 38,090 56,726 70,597 74,373 80,708 42,618 111.9%
OTHER 10,364 5,523 13,240 16,429 5,213 -5,151 -49.7%

TOTAL MISSION SUPPORT as% of TOTAL 18.1% 18.0% 18.5% 18.9% 20.3%

TOTAL MISSION SUPPORT 249,009 274,828 292,313 307,599 329,657 80,648 32.4%
ENVIRONMENTAL 17,598 24,197 25,839 24,612 23,572 5,974 33.9%
SAFETY AND HEALTH 31,284 44,328 47,993 48,923 50,255 18,971 60.6%
FACILITIESMANAGEMENT 39,382 51,540 53,764 60,131 61,882 22,500 57.1%
MAINTENANCE 71,642 43,512 55,419 65,484 73,564 1,922 2.7%
UTILITIES 15,173 22,277 15,076 16,030 21,403 6,230 41.1%
SAFEGUARDS AND SECURITY 44,648 55,237 63,306 60,026 62,551 17,903 40.1%
LOGISTICS SUPPORT 10,831 12,874 10,441 9,835 9,815 -1,016 -9.4%
QUALITY ASSURANCE 5,866 4,613 4,675 4,930 5,912 46 0.8%
LABORATORY/TECHNICAL SUPPORT 12,585 16,250 15,800 17,628 20,703 8118 64.5%

TOTAL SITE SPECIFIC as% of TOTAL 4.1% 4.0% 4.0% 4.0% 4.1%

TOTAL SITE SPECIFIC 55,877 61,772 62,991 65,861 66,415 10,538 18.9%
MANAGEMENT/INCENTIVE FEE 13,929 14,632 14,925 13,419 13,701 -228 -1.6%
TAXES 212 310 199 314 414 202 95.3%
LDRD / PDRD / SDRD 41,736 46,830 47,867 52,128 52,300 10,564 25.3%
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SITE OVERVIEW AND CHARACTERISTIC

Background

Egtablished in 1952, Lawrence Livermore Nationa Laboratory (LLNL) is a government-owned,
contractor-operated Research and Development facility managed and operated by the University of
Cdiforniafor the National Nuclear Security Adminigtration (NNSA) within the United States
Department of Energy (DOE). LLNL isresponsible for ensuring that the nation’s nuclear wegpons
remain safe, secure, and religble. In addition, the Laboratory also has aprimary rolein NNSA's
mission in the prevention of the spread and use of nuclear weapons, aswell as other weapons of mass
destruction.

Technologies and assessment tools developed at Livermore are contributing to homeland security and
thewar againg terrorism. With its specid capabilities, the Laboratory is dso able to meet enduring
nationa needsin conventional defense, energy, environment, biosciences, and basic science.

LLNL has a diverse customer base with mgor efforts for DOE and NNSA program offices (Defense
Programs, Defense Nuclear Nonproliferation, Science, and Environmental Restoration and Waste
Management), as well as considerable work for other federal and non-federal agencies.

LLNL isaworld-class leader in technica research and development. The Laboratory is home to
severd of the world' s fastest supercomputers. BlueGene/L (the first supercomputer to exceed 100
trillion operations per second [teraflops] and capable of performing 280teraflops or more), the
23-teraflops Thunder machine (which was put into production in December 2004), and 100-teraflops
ASC Purple system (which isingtaled and being tested).

In support of Stockpile Stewardship, the first series of hohlraum experiments were completed &t the
Nationa Ignition Facility (NIF); the second “quad” of NIF lasers was commissioned making NIF (at
153 kilojoules) the world's most energetic laser with only 8 of its 192 beams in operation; and the
1,000th line replacesble unit was ingtdled, which was an important milestone achieved ahead of
schedule.

LLNL’s contributions to nonproliferation and homeland security include the development of sensors
to detect proliferation activities as well as fast, portable sensors for biological agent detection. For
the third year in arow, LLNL received an “R&D 100 Award” for an important advance in biologica
agent detector technology. Laboratory researchers have earned 106 “R&D 100 Awards’ since
1978 (including four in 2005), which isindicative of LLNL’s many other technical accomplishments.

Other recent LLNL breakthroughs in science and technology include: the use of supercomputer
smulaionsto find the cause of sress hardening of metas, the discovery of the role “gene desarts’ in
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DNA have in regulaing gene activity, and reconciliation of observationa data of temperaturesin the
tropica troposphere and computer smulation of globa warming. For the globa warming work,
LLNL scientist Ben Santer received a DOE Digtinguished Scientist Award.

LLNL has approximately 8,646 University of California employees, which includes dl workforce
categories except contractors. LLNL’s highly educated workforce includes approximately 1,753
doctorates, 1,211 masters, and 1,932 bachelor degrees. The primary LLNL site islocated on one
sguare mile, 40 miles southeast of San Francisco.

Trends

LLNL’stotal functional support costs have increased approximately $146.2M, from $444.5M in
Fiscd Year (FY) 2001 to $590.7M in FY 2005 (see the table above). During the same period,

functional support costs as a percentage of tota Laboratory costs have increased from 32.4% to
36.3%.

This growth in support codisis atributable to increases in Information Services,
Maintenance/Facilities Management, Safeguards & Security, and Safety & Hedlth.
Codgsin the Information Services category have risen due to internd reinvestments such as
increased software sSite licenses, Automated Software Digtribution, the Enterprise Project
Accounting and Reporting (EPAR) project, and the People Information Project (PIP).
LLNL’sfacility investments such as the Facilities and Infrastructure Reinvestment Program
(FIRP) and LLNL’s Maintenance Reinvestment Program, both designed to address maintenance
deficiencies and reduce the ongoing deferred maintenance backlog throughout the Laboratory,
have driven the Maintenance/Facilities Management categories higher.
Therisein Safeguards & Security cogtsis mainly attributable to an increase in security
requirements and activities as aresult of the September 11, 2001, incident.
Safety & Hedlth increases have been mainly the result of additional compliance requirements.

The following paragraphs highlight the DOE functiona support categories where a significant change
occurred in raw costs from FY 2004 to FY 2005. Each paragraph annotates the total raw costs for
the functiond area, the net change from the prior year, and a brief explanation of the change. A
concise description of the costs in each category has aso been included.

Please note that the Mission Direct Cogts reflect “raw costs’ (i.e., costs without distributed charges)
and will not tie back to the costs incurred by Assstant Secretary.

The“Other” category in FY 2005 totaled $5,213K and consisted of:
Accounting adjustments ($175K), Sdf Insurance/Reserve (5,287K), Bad Debt Allowance (23K)
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and specia items (-273K).

Cost Saving Initiatives

LLNL continues to pursue ingtitutional cost savings and efficiencies and launched a Process
Improvement Initiative in FY 2004 to foster a systematic Laboratory-wide effort to examine and
improve key work processes. As of November 2005, over 100 Laboratory managers will have
either completed one or more forma process-focused training courses or participated in active
learning sessonsin preparation for leadership of a Process Improvement (PI) project. Thegod isto
train 400 managers by the fal of 2006.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

EXECUTIVE DIRECTION

The DoD Program Office was removed and is no longer captured in the Executive Direction functiond
category Snceit is now more gppropriately categorized as a program management function. This
category includes costs associated with the Laboratory Director, Associate Directors, and various
drategic planning.

CFO
Increased due to aone-time increment to prepare for the Enterprise Project Accounting and Reporting

(EPAR) project.

CENTRAL ADMIN SERVICES

Increased due to increased demand and equipment purchases associated with the Technica Information
Department and Laboratory Services Associate Director’s Office. Codts associated with travel-related
support, printing and publication services, and the cafeterias are dso included in this category.

INFORMATION OUTREACH
Decreased due to adecline in Public Affairs and Ingtitutiond Tours, excluson of DOE Tech Transfer

activities based on the FY 2004 Peer Review recommendations, and funding cuts associated with the
Critica Skills Internship Program. Codtsin this category dso consst of Industrid Partnerships,
University of Cdifornia (UC) rdations, Student Trainees/Post-Docs, and various fellowships.

INFORMATION SERVICES

Increase is attributed to requirement workshops and gpplication configurations associated with the
Enterprise Project Accounting and Reporting (EPAR) project; and costs for configuration management
and system infrastructure associated with the People Information Project (PIP).

124



SITE PROFILE
L. Livermore National Lab/University of California

OTHER
In FY 2004 there were substantial Salf-1nsurance costs that did not recur in FY 2005.

ENVIRONMENTAL

Contract support costs for the Environmental Impact Statement (EIS) declined as the project neared
completion in FY 2005. In this category, codts primarily stem from Environmental Protection and
Pollution Prevention, and Medica Waste Processing.

SAFETY AND HEALTH

Increased due to additional compliance requirements for emergency preparedness plans, aFire Alam
project, 10CFR851 worker safety compliance, and OA40 Correction Action Plan. Activitiesin this
category include Hazards Control, Health Services, and the Document Manager.

FACILITIESMANAGEMENT

Dueto an increase in Plant Engineering (PE) jobs resulting from increased funding for Inditutional
Genera Plant Projects (IGPP) and various facility revitaization projects. Costs associated with the
Ingtitutiona Facility Manager (IFM) and avariety of facilities-related projects are dso captured in this

category.

MAINTENANCE

Due mainly to an increase in maintenance-related Facilities and Infrastructure Revitalization Projects
(FIRP) in FY 2005 to further reduce the maintenance backlog per the Ten Y ear Comprehensive Site
Plan (TYCSP). This category conssts primarily of the Laboratory Facility Charge (LFC) recharge and
FIRP, but aso includes other maintenance-related support projects.

UTILITIES
Increased by $5,373K due mainly to an increase in eectricity costs. Expensesin this category include
electricity costs and mechanical uitilities costs for weter, gas, and sawage.

SAFEGUARDS AND SECURITY

Increased primarily due to additiona costsin B& R FSfor the Barrier Project. This category mainly
consgts of Safeguards & Security Program activities and includes costs related to the Superblock, a
defense plutonium research and development facility.

QUALITY ASSURANCE

Increase due to additiona support costs for Software Quality Assurance (SQA) and Biogovernance
activities. This category is primarily comprised of various assurance offices and Engineering
Compliance.
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LABORATORY/TECHNICAL SUPPORT
Increased mainly due to an increase in funding for the Materia's Computation Andyss & Process

(MCAP) laboratories.

TAXES

Increased by $100K, for sdes taxes paid on the purchase of TESA locks.

COST SAVINGSINITIATIVES

will save $300K per year.

($in 000's)
INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR
($in 000's)
Decontamination 1,671 | Buildings 230, 854B, 854D, 854E, 854J, and Virginia
and Demoalition trailers 1830, 4180, 4440, 5926, and 3629 were Oviedo
demolished in FY 2005. The project opened up
haf an acre of valuable space, diminated over
$1,157K of deferred maintenance and nearly
$514K per year in annua maintenance.
Improvement 2,000 | Using Process Improvement mechanisms, the Virginia
Mechanism Process People Information Project team identified the Oviedo
opportunity to transform the Personndl Action
Form process from 157 steps on average to 36
and sgnatures/approvas from 25 to 13. Estimated
savingsis $2M.
Safeguards & 300 | Standardized the operating hours of the perimeter Virginia
Security security gates, and the closure of redundant gates Oviedo
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Trendsin Total Support Cost by Functional Categories
L os Alamos National L ab/University of California ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY2004 FY 2005 2001To  2001To
FY 2005 FY 2005

Total Costs 1,721,019 1,996,416 2,108,937 1,989,615 2,104,479 383,460 22.3%

Capital Construction 239,245 232,949 217,249 155,439 192,522 -46,723 -19.5%

Total CostsLess Construction 1,481,774 1,763,467 1,891,688 1,834,176 1,911,957 430,183 29.0%

Total Support Costs 670,929 795,450 849,513 889,083 922,656 251,727 37.5%

Mission Direct Operation 810,845 968,017 1,042,175 945,093 989,301 178,456 22.0%

Mission Direct Operation as % of Total Cost 47.1% 48.5% 49.4% 47.5% 47.0%

Capital Construction as% of Total Cost 13.9% 11.7% 10.3% 7.8% 9.1%

Total Support Cost as% of Total Cost 39.0% 39.8% 40.3% 44.7% 43.8%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as % of TOTAL COST 39.0% 39.8% 40.3% 44.7% 43.8%

TOTAL SUPPORT COST 670,929 795,450 849,513 889,083 922,656 251,727 37.5%

TOTAL GENERAL SUPPORT as% of TOTAL 13.7% 12.8% 13.3% 15.1% 15.0%

TOTAL GENERAL SUPPORT 234,962 256,484 279,694 300,813 315,966 81,004 34.5%
EXECUTIVE DIRECTION 14,443 22,708 24,063 26,984 19,489 5,046 34.9%
HUMAN RESOURCES 20,831 21,793 23,248 20,669 22,250 1,419 6.8%
CFO 8,401 9,708 11,268 11,636 14,614 6,213 74.0%
PROCUREMENT 12,501 12,935 17,438 20,831 22,353 9,852 78.8%
LEGAL 10,040 8,776 9,784 9,161 10,857 817 8.1%
CENTRAL ADMIN SERVICES 26,572 28,110 27,601 26,261 25,967 -605 -2.3%
PROGRAM/PROJECT CONTROL 22,810 18,872 15,043 15,627 17,544 -5,266 -23.1%
INFORMATION OUTREACH 22,890 20,607 20,620 19,653 18,781 -4,109 -18.0%
INFORMATION SERVICES 82,755 108,088 124,248 141,741 148,165 65,410 79.0%
OTHER 13,719 4,887 6,381 8,250 15,946 2,227 16.2%

TOTAL MISSION SUPPORT as% of TOTAL 20.4% 22.0% 22.0% 24.0% 23.7%

TOTAL MISSION SUPPORT 350,280 440,047 463,681 477,570 497,897 147,617 42.1%
ENVIRONMENTAL 20,638 24,461 17,663 21,873 27,373 6,735 32.6%
SAFETY AND HEALTH 62,574 71,974 87,621 79,530 93,009 30,435 48.6%
FACILITIESMANAGEMENT 71,082 103,706 100,559 105,828 96,693 25,611 36.0%
MAINTENANCE 56,486 62,111 63,717 57,124 56,184 -302 -0.5%
UTILITIES 58,613 68,293 60,013 65,869 63,632 5,019 8.6%
SAFEGUARDS AND SECURITY 63,247 88,642 101,450 102,620 118,199 54,952 86.9%
LOGISTICS SUPPORT 6,934 8,823 10,872 13,476 11,747 4,813 69.4%
QUALITY ASSURANCE 8,602 9,530 17,941 26,457 24,974 16,372 190.3%
LABORATORY/TECHNICAL SUPPORT 2,104 2,507 3,845 4,793 6,086 3,982 189.3%

TOTAL SITE SPECIFIC as% of TOTAL 5.0% 5.0% 5.0% 5.6% 5.2%

TOTAL SITE SPECIFIC 85,687 98,919 106,138 110,700 108,793 23,106 27.0%
MANAGEMENT/INCENTIVE FEE 19,356 19,455 19,031 22,790 19,448 92 0.5%
TAXES 0 0 0 0 0 0 0.0%
LDRD / PDRD / SDRD 66,331 79,464 87,107 87,910 89,345 23,014 34.7%
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SITE OVERVIEW AND CHARACTERISTIC

On Jduly 15, 1945, a L os Alamos physicist threw the switch that detonated the world's first atomic
bomb. The resultant explosion ushered in the Atomic Age and established Los Alamos Nationa

L aboratory as aworld-class research ingtitution. Today, the Laboratory is operated by the University
of Cdiforniafor the Nationad Nuclear Security Adminigtration of the U.S. Department of Energy.

L aboratory personnel work on advanced technologies to meet the needs of the twenty-first century,
such as hydrogen fud cell development, supercomputing, and applied environmenta research. Y €,
snceits cregtion, the primary responghility of the Laboratory has been to maintain the effectiveness
of the nation’s nuclear deterrent, including stewardship of the existing nuclear wegpons stockpile,
managing nuclear maerids, and semming the proliferation of weapons of mass destruction. Recently,
Laboratory scientists developed a detector that is far more sengtive than x-rays and can see through
lead or other heavy shielding in truck trailers or cargo containers to detect uranium, plutonium or other
dense materids. The detectors are currently being used at US borders.

The Laboratory is one of the world' s largest multidisciplinary inditutions. It works in partnership with
industry and education to conduct research in non-nuclear defense programs and a broad array of
non-defense programs, including research in energy, biomedical science, computationd science,
environmenta science, and materiads science. The Laboratory is home to the “Q Maching’
supercompuiter, one of the world's most powerful computers. This computer alows scientists to
visuaize and predict red phenomena, from the inner workings of nuclear wegpons to the course of
wildfires, global weather patterns and epidemics. In 2005, Laboratory researchers set anew world's
record by performing the first million-atom computer smulation in biology using the"Q Maching'
supercompute.

A Univergty of Cdifornia scientist working at the Laboratory with collaborators from the University
of Cambridge (England) and the World Hedlth Organization Nationd Influenza Center at Erasmus
Medica Center, (Rotterdam, Netherlands) have developed a computer modeling method for
mapping the evolution of the influenza virus. The method could soon help medicd researchers
worldwide develop a better understanding of certain mutations in influenza and other viruses that
alow diseases to dodge the human immune system.

In 2005, scientists at the Laboratory captured four of R& D Magazine's 2005 R& D 100
Awards-bringing the Laboratory tota to 87 over the past 18 years. The outstanding achievements of
more than 300 Laboratory employees were recognized by DOE and NNSA with 2005 Defense
Programs Awards of Excellence. The Laboratory received seven, or more than haf, of the 2005
Pollution Prevention (P2) Environmental Stewardship Awards given naiondly by the Nationd
Nuclear Security Administration.
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The Laboratory is located in northern New Mexico, agpproximately 35 miles northwest of Santa Fe,
on 38 square miles (gpproximately 27,800 acres) of mesas and canyons. Twenty of these square
miles are consdered secure areas with limited access. The Site consists of 47 separate technical
aress, alarge centra adminigtrative area and many outlying research sites scattered across the mesas
and canyons. Nuclear facilities are located at 13 of the 47 technica areas. The Laboratory maintains
atota of 2,224 individud facilities. The Laboratory isthe largest employer in northern New Mexico
employing 9,580 fulltime UC employees, conssting of 3,410 technicd staff members, 1,957
technicians, 2,583 adminidrative staff, 675 management employees, 367 post doctoral employees,
and 588 students.

Number of contractors on site: The Laboratory employs 2,947 contractor personnel in the capacity
of a security force (606), a site support workforce (1,629), and technica and non-technical
contractor employees employed throughout the Laboratory (712).

The Laboratory supports one main cafeteria, two satdllite cafeterias and a vending truck service for
the 38 square miles of Laboratory facilities. The Laboratory aso provides economica housing to
students on short-term assignments and maintains a shuttle service for traveling from work-ste to
work-site and to carry employees to and from outlying parking aress.

Of the Laboratory’ stotal expenditures of $2,104M, the Laboratory spent $975M on subcontracted
activities. This subcontracted work fdlsinto the following categories:

Materids .............. $172M
Services . ...l $437M
Equipment ............ $39M

Capitd/Congruction ... .. $135M
Site Support Services. . . .. $146M
Trave/Miscellaneous. . . . .. . $46M

The following three types of customers sponsor Laboratory activities:
National Nuclear Security Adminigiration (NNSA) ... 72%
Department of Energy (DOE) (non-NNSA) ......... . 14%
Non-DOE Work for Others (WFO) . ................. 14%

The non-DOE Work for Others portion of the Laboratory’ s sponsorship is composed of the
following categories.

Depatmentof Defense ..................... 25%

Other Defense-Related .. ................... 31%
Department of Health and Human Services . . ... 10%
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Department of Homeland Security ............ 17%
National Aeronautics and Space Adminigtration. .. 5%
Non-federa funding Universities and Indtitutions . .10%
Other . ..o 3%

The Laboratory pays an estimated $33 million in gross receipts tax on New Mexico services of
approximately $535 million. The Laboratory pays no gross receipts tax on the servicesit providesits
customers.

[1. HIGHLIGHTS OF TRENDS — LANL'stota functional support costs for FY01 - FY 05 have
increased by $251.7M while the percentage of total functiona support coststo total Site costs has
increased from 39.0% to 43.8

Cogtsfor safety and hedlth, maintenance, utilities, and safeguards and security may agppear to be out
of linewith “amilar” stes. As described in the site profile above, the Los Alamos Nationa Laboratory
isavery large research and development facility housing specid nucdear materid facilities, plutonium
facilities and acceerator facilities which contribute to total functiona support codts.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

EXECUTIVE DIRECTION

The variance in this category is due primarily to an accounting change. Cogts to support offices of
Associate Directors had been captured in G&A. The costs associated with these administrative offices
are now captured in organizational support. Using the standard work breakdown structure in place of
organizationa support programs, it is now practica to distribute these costs among other functiona cost
categories.

CFO

This increase reflects the increased gtaffing in two CFO Divison Groups. CFO-1 (Accounting) and
CFO-4 (Internd Controls and Compliance). The increased staffing represents an investment in better
performance in the accounting department and a more robust system of financid interna controls.

INFORMATION SERVICES
During FY 05, there were increases in the costs associated with Quwest telecommunication services,
computer data storage costs, and desktop software licenses.

OTHER
The variance reflects an accrud for anticipated legal settlement, decreasein other legd settlements and

increase in Indtitutional Program Development.
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ENVIRONMENTAL

Theincrease is due primarily to the Ste-wide environmenta impact study and monitoring wells
necessary to monitor compiance with sate regulations. Waste shipments to WIPP site in Carlsbad,
NM resumed in FY 05 and 600 drums were sent.

LABORATORY/TECHNICAL SUPPORT

This category includes costs that were classfied in category 21 Other Technical Support. Although
there was a decrease in analytica chemistry services, the demand for technica support services
increased during FY 05.

CAPITAL CONSTRUCTION

Overdl, FY 05 was an outstanding year for the Laboratory’s mgor lineitem projects. The Chemistry
and Metalurgy Research Facility Replacement (CMRR) project received CD-1 gpprova in the Q3 of
FY05; The Nuclear Materia's Safeguards and Security Upgrade Project Phase One (NM SSUP Phase
I) was completed and received Critica Decision 4 (CD-4); The Nationd Security Sciences Building
(NSSB) line item construction project continued its solid performance in FY 05. The project is currently
expected to be completed ahead of schedule; The TA-55 Reinvestment line item construction project
received CD-0 inthe Q2 of FY05. The project is actively working conceptua design activitieswith
two of the project’ s sub-dements having had their 90% design review in September; Critical Decison O
(CD-0) approvas were received for the Radioactive Liquid Waste Treatment Facility Project and the
TA-55 Radiography Project; Critical Decison 2aand 3a (CD-2a/3a) approva was achieved for the
Critical Experiments Facility (CEF) Project; Critica Decison 2/3 (CD-2/3) gpprova was achieved for
the Power Grid Infrastructure upgrade project; Critica Decison 1, 2aand 3a (CD-2a/3a) approva
was achieved on the DARHT-II project; Critical Decision 2/3 (CD-2/3) approva was achieved on the
Security Perimeter Project.

COST SAVINGSINITIATIVES
($in 000's)

PER YEAR

($in 000's)

INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
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KSL Taxi Service

423

The Laboratory conducted a traffic and usage
study to determine how to reduce the costs of the
KSL taxi service and make it more economicaly
feasible. The study indicated that traffic into and
out of Technica Area 3 was the principle use for
the taxi service, followed by tripsto and from the
town site and up and down the Pgjarito Road
corridor. The new service plan established regular
routes for these high-dengity areas, with dispatch
sarvice continuing for remote aress. The study,
using GPS mapping technology linked up with
drivers logson rider usage, pickup locations and
degtinations, revealed peak usage times and key
fedlities vigted. This data provided ingght for
designing a more efficient service modd.

The FY 05 cost savings were redized after the new
service modd was implemented in early duly. Itis
estimated that FY 06 cost savings will be $770,000
for the entire year (assuming FY 04 costs asthe
base). This$770,000 in savingsis net after the
additional investment required to operate under the
new service modd (lease cods for vehicles will
increase as larger capacity buses will be required).

Brendon
Sehorn

Furniture Re-Use
Program

533

In FY 05, afurniture re-use program was
developed to track available furniture for interna
cusomers. Thisalowed re-use of the furniture
and reduced the purchases of new furniture
resulting in documented savings for FY 05 of
$533,100.

Brendon
Sehorn
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Trendsin Total Support Cost by Functional Categories
National Renewable Energy L ab/Midwest Resear ch ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY2004 FY 2005 2001To  2001To
FY 2005 FY 2005

Total Costs 207,507 198,306 222,231 226,879 209,985 2,478 1.2%

Capital Construction 5,361 7,599 6,628 11,563 14,314 8,953 167.0%

Total Costs L ess Construction 202,146 190,707 215,603 215,316 195,671 -6,475 -3.2%

Total Support Costs 50,343 58,309 58,014 59,950 59,824 9,481 18.8%

Mission Direct Operation 151,803 132,398 157,589 155,366 135,847 -15,956 -10.5%

Mission Direct Operation as % of Total Cost 73.2% 66.8% 70.9% 68.5% 64.7%

Capital Construction as% of Total Cost 2.6% 3.8% 3.0% 5.1% 6.8%

Total Support Cost as% of Total Cost 24.3% 29.4% 26.1% 26.4% 28.5%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 24.3% 29.4% 26.1% 26.4% 28.5%

TOTAL SUPPORT COST 50,343 58,309 58,014 59,950 59,824 9,481 18.8%

TOTAL GENERAL SUPPORT as% of TOTAL 15.4% 19.6% 16.9% 17.6% 18.5%

TOTAL GENERAL SUPPORT 31,943 38,803 37,574 39,837 38,797 6,854 21.5%
EXECUTIVE DIRECTION 3,051 3,667 3,896 4,055 4,495 1,444 47.3%
HUMAN RESOURCES 1,418 1,651 1,546 1,895 1,969 551 38.9%
CFO 1,659 1,962 2,171 2,225 2,380 721 43.5%
PROCUREMENT 2,166 2,381 2,499 2,754 2,892 726 33.5%
LEGAL 1,323 1,916 1,442 1,435 1,513 190 14.4%
CENTRAL ADMIN SERVICES 2,184 2,553 2,486 2,599 2,551 367 16.8%
PROGRAM/PROJECT CONTROL 1,840 1,061 1,198 1,455 1,380 -460 -25.0%
INFORMATION OUTREACH 9,589 12,834 11,644 11,656 11,290 1,701 17.7%
INFORMATION SERVICES 6,794 8,652 8,751 9,419 8,226 1,432 21.1%
OTHER 1,919 2,126 1,941 2,344 2,101 182 9.5%

TOTAL MISSION SUPPORT as% of TOTAL 6.6% 7.2% 6.8% 6.5% 7.4%

TOTAL MISSION SUPPORT 13,734 14,342 15,031 14,683 15,567 1,833 13.3%
ENVIRONMENTAL 0 0 0 0 41 41 100.0%
SAFETY AND HEALTH 931 1,029 1,190 1,157 1,230 299 32.1%
FACILITIESMANAGEMENT 6,692 6,783 6,797 6,852 6,980 288 4.3%
MAINTENANCE 2,816 2,980 2,824 2,971 3,047 231 8.2%
UTILITIES 1,130 967 1,155 1,222 1,524 394 34.9%
SAFEGUARDS AND SECURITY 906 1,197 1,349 1,164 1,246 340 37.5%
LOGISTICS SUPPORT 408 406 789 524 538 130 31.9%
QUALITY ASSURANCE 579 719 641 508 715 136 23.5%
LABORATORY/TECHNICAL SUPPORT 272 261 286 285 246 -26 -9.6%

TOTAL SITE SPECIFIC as% of TOTAL 2.2% 2.6% 2.4% 2.4% 2.6%

TOTAL SITE SPECIFIC 4,666 5,164 5,409 5,430 5,460 794 17.0%
MANAGEMENT/INCENTIVE FEE 4,666 5,164 5,409 5,430 5,460 794 17.0%
TAXES 0 0 0 0 0 0 0.0%
LDRD / PDRD / SDRD 0 0 0 0 0 0 0.0%

136




28'65 056'65 ¥10'8S 60€'8S ErE'0S 1loddns feuoound fe1o |
S00C A4 ¥00Z A4 €002 Ad 2002 Ad T00C A
(5,000 u1$) 1ioddns feuonound [el0 L I
S00Z A ¥00Z A £00Z A 200z M LO0Z M

T8

056°65

e ol 11

U0 Jeasay 1sompl /e 1 AB Jou a|qemeusy [euolieN
1Joddns peuoiound [e10 1
AB JBu3 Jo uswirededsn

00001

00002

000°0E

000°0F

00005

000°09

137



%5'8¢ %92 %1'9¢ %t'6¢ %EVC
S00C Ad ¥00C Ad €00C Ad 2002 Ad T00Z A4

1Joddns reuoioun4 1o |

1ioddng euoiound 1o | I

S00g A4 roog A4 £00E M <00< M LooZ M

G

i T

U0 Jessay 1sompl /e 1 AB Jou a|qemeusy [euolieN
SIS0 [e101 JO % e se 1ioddns [euolounS [e10 L
AB JBuU3 Jo uswlrededsn

T

bl ¥

E LN

£ LAY

T0ral

W00

¥ E

b0 8e

LA

138



%9°'C %' %'
%L %S9 %89
%G'8T %9°LT %6'9T
S00C Ad ¥00C Ad €00C Ad

%9'C %c'C
%cC’L %99
%9°6T %'ST

2¢00C Ad T0OC Ad

01410905 3115
dnssiiy
dns ue9

5002 Ad

oyedsars [N drssin [N

FO0E Ad £00E Ad C00E Ad

dns ueo

HOOE Ad

U0 Jessay 1sompl /e 1 AB Jeug a|qemeusy [euolieN
S150) [e10] 01 AJoBare) 11oddng Jo 1Usd Jod
AB JBu3 Jo wswlrededsn

Y00

Yol

Y08

o L

Y09k

Yl 0e

YlFE

Yol"gE

0L

139



SITE PROFILE
National Renewable Energy Lab/Midwest Resear ch

SITE OVERVIEW AND CHARACTERISTIC

The Nationd Renewable Energy Laboratory isthe only “single program” laboratory in the federa
complex of laboratories dedicated to supporting renewable energy and energy efficiency technologies.
NREL operatesin Sx separate locations, five are near Golden, Colorado, 8 miles west of Denver,
and one in Washington, D.C. The Golden arealocations consst of the DOE-owned South Table
Mountain (STM) and Nationad Wind technology Center (NWTC) Stes incorporating 327 acres of
land at the STM site and 305 acres at the NWTC site, 20 miles north of the STM site. Of the 327
acres of land at the STM dgite, only about 136 acres can be devel oped; the balance isredtricted via
easements. The other locations near Golden are leased facilities.

NREL activities occupy about 640,000 sf of space. Of this, 380,000 & isin DOE-owned buildings,

and the balanceisleased. Mogt of the research is conducted in DOE-owned buildings, while most of
the adminigtrative and support activities are conducted in leased buildings. The cost of leased space

isasgnificant contributor to NREL’s reported cost of fecilities, adding about $4.2 million per year to
this category of cogt.

NREL had 927 employees on 09/30/05 and 1228 persons on Ste at dl itslocations. The mgority of
NREL’ s funding comes from the Office of Energy Efficiency and Renewable Energy, with lesser
amounts provided by Energy Research and other DOE and non-DOE sources. NREL’s programs
include:
- Solar Energy

Wind Energy

Biomass

Hydrogen, Fud Cdls, & Infrastructure

Building Technologies

Federd Energy Management Program

Geothermd Energy

FreedomCAR & Vehicle Technologies

Didributed Energy & Electricity Relighility

Wesgtherization and Intergovernmental Activities

Cost Trends

The data indicate that support costs as a percentage of tota costs (excluding capita and construction)
have risen over the period FY 2001 — FY 2005 from 33.2% to 44.0%. Over this period, the
Laboratory has seen funding decline in congtant dollar terms, and has been performing more research
in-house rather than subcontracting the work. The percentage of work subcontracted in FY 2001

140



SITE PROFILE
National Renewable Energy Lab/Midwest Resear ch

was gpproximately 47%, but this dropped to about 35.5% in FY 2005, with in-house work requiring
more reported support costs than work performed by subcontractors. The Laboratory believesthis
to be asignificant distortion of the data, snce ALL subcontracted research cost — both direct and
indirect — are included in the Mission Direct category for the purposes of this report.

Other mgor drivers of this trend include increases in the category of Information Outreach. This
category includes the cogts of direct funded activities at NREL in furtherance of the DOE mission to
bring the benefits of renewable energy research to the marketplace, and al technology transfer
activities of the Laboratory. Although these costs are shown as Generd Support costsin this report, it
isthe Laboratory’s position that getting the results of the Laboratory’ s research effortsinto the public
arena are as much a part of the DOE misson as the research itsdlf.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

ENVIRONMENTAL
Environmenta costs were $41K in FY 2005 (versus $0 in FY2004). This represented the cost of an
environmenta survey of the South Table Mountain ste

UTILITIES

Utilities Costsrose by 24.71%. Electricity usage added $84K, of which $69K was dueto an
additiona 1 million kwh used to power the dynamometer a the Wind Site, with most of the remainder
due to an average rate increase of about 2%. Gas costs rose by $75K, due primarily to arate increase
which averaged about 14% ($41K), with the remainder due to increased volume,

QUALITY ASSURANCE

Qudity Assurance costs showed an increase of 40.75%, or $207K. Thiswas due to areclassification
of $142K of expenses previoudy classfied as Executive Direction and $57 K previoudy classified as
Program/Project Contral.

CAPITAL CONSTRUCTION
The Laboratory is congtructing a new Science and Technology Facility scheduled for completion in
2006.

COST SAVINGSINITIATIVES
($in 000's)
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INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR
($in 000's)
Solid Bank 30 | Solid bank performance isimportant to effectively Dick Sinning
Performance manage federa funds. The Laboratory’ s banking
recompetition in FY 04, which resulted in a 50%
reduction of banking costs, continued to yield cost
savingsin FY 05 ($30K) while eectronic controls
to prevent fraudulent activities were fully
implemented.
Persond Time Off 850 |NREL’s Persond Time Off (PTO) Bendfit Dick Snning
Benefit Program Program, implemented in FY 04, resulted in an

increase in productive labor to projects and
decreased use of unplanned sick time and
absences. Largdly due to the new PTO Program,
NREL’ s fringe costs dropped $850 thousand. At
the same time, the program provides increased
flexibility to gaff by giving them more control over
how they use ther time off.
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Trendsin Total Support Cost by Functional Categories

Nevada/Bechtel Nevada ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 2001 To 2001 To
FY 2005 FY 2005

Total Costs 482,055 504,990 586,903 579,641 617,831 135,776 28.2%

Capital Construction 31,866 19,276 23,569 33,186 23,944 -7,922 -24.9%

Total Costs Less Construction 450,189 485,714 563,334 546,455 593,887 143,698 31.9%

Total Support Costs 176,752 192,202 215,374 223,738 238,792 62,040 35.1%

Mission Direct Operation 273,437 293,512 347,960 322,717 355,095 81,658 29.9%

Mission Direct Operation as % of Total Cost 56.7% 58.1% 59.3% 55.7% 57.5%

Capital Construction as% of Total Cost 6.6% 3.8% 4.0% 5.7% 3.9%

Total Support Cost as % of Total Cost 36.7% 38.1% 36.7% 38.6% 38.7%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 36.7% 38.1% 36.7% 38.6% 38.7%

TOTAL SUPPORT COST 176,752 192,202 215,374 223,738 238,792 62,040 35.1%

TOTAL GENERAL SUPPORT as% of TOTAL 10.1% 10.7% 10.7% 10.7% 10.5%

TOTAL GENERAL SUPPORT 48,904 53,978 62,866 61,883 64,719 15,815 32.3%
EXECUTIVE DIRECTION 10,409 6,607 6,359 4,489 4,594 -5,815 -55.9%
HUMAN RESOURCES 3,302 3,656 3,919 3,553 4,357 1,055 32.0%
CFO 3,561 3,991 4,047 4,678 4,851 1,290 36.2%
PROCUREMENT 1,863 2,306 3,094 3,331 4,297 2,434 130.6%
LEGAL 865 1,012 1,352 1,272 982 117 13.5%
CENTRAL ADMIN SERVICES 8,114 9,566 11,391 9,332 9,517 1,403 17.3%
PROGRAM/PROJECT CONTROL 1,151 1,719 2,329 5,127 5,998 4,847 421.1%
INFORMATION OUTREACH 1,240 1,920 2,353 2,667 2,593 1,353 109.1%
INFORMATION SERVICES 17,378 21,177 25,135 24,916 24,062 6,684 38.5%
OTHER 1,021 2,024 2,887 2,518 3,468 2,447 239.7%

TOTAL MISSION SUPPORT as% of TOTAL 21.9% 21.7% 20.5% 21.5% 22.8%

TOTAL MISSION SUPPORT 105,419 109,529 120,128 124,846 140,689 35,270 33.5%
ENVIRONMENTAL 930 950 1,062 1,097 1,380 450 48.4%
SAFETY AND HEALTH 14,956 16,936 20,822 20,489 22,158 7,202 48.2%
FACILITIESMANAGEMENT 6,815 7,716 9,932 11,898 11,470 4,655 68.3%
MAINTENANCE 23,013 22,672 23,710 23,528 24,422 1,409 6.1%
UTILITIES 10,499 11,877 11,821 11,989 13,316 2,817 26.8%
SAFEGUARDS AND SECURITY 24,995 27,523 28,162 30,356 41,818 16,823 67.3%
LOGISTICS SUPPORT 10,408 11,174 12,153 12,359 12,721 2,313 22.2%
QUALITY ASSURANCE 5,576 3,548 3,737 4,879 5,436 -140 -2.5%
LABORATORY/TECHNICAL SUPPORT 8,227 7,133 8,729 8,251 7,968 -259 -3.1%

TOTAL SITE SPECIFIC as% of TOTAL 4.7% 5.7% 5.5% 6.4% 5.4%

TOTAL SITE SPECIFIC 22,429 28,695 32,380 37,009 33,384 10,955 48.8%
MANAGEMENT/INCENTIVE FEE 17,530 19,613 23,213 25,539 21,321 3,791 21.6%
TAXES 4,899 5,822 5,452 6,872 7,182 2,283 46.6%
LDRD /PDRD / SDRD 0 3,260 3,715 4,598 4,881 4,881 100.0%
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SITE OVERVIEW AND CHARACTERISTIC

Bechtel Nevada (BN) is composed of Bechtel Nevada Corporation and Lockheed Martin Nevada
Technologies, Inc. In FY 2005 BN employed gpproximately 3,100 full time employees.

BN is the Management and Operating contractor that manages operations at the Nevada Test Site
(NTS) and itsrelated facilities and laboratories. The primary mission isto maintain the NTS for
testing. Located 65 miles north of Las Vegas, the NTS isamassive outdoor laboratory and national
experimenta center. It isone of the largest restricted access areas in the United States covering
approximately 1,375 square miles. There are 400 miles of paved roads and 300 miles of unpaved
roads, two airgtrips, 10 heliports, severd active water wells, and an electric power transmisson
system. Also located within the boundaries of the Nevada Test Site is the base camp of Mercury with
many of the amenities found in asmal town. Housing, medica services, fire protection, law
enforcement, security, and a cafeteriaare dl on Ste. There are 535 support buildings including offices,
laboratories, warehouses, training facilities, a hospita, post office, fire Sation, sheriff's subgtation; and
alarge motor pool complete with repair facilities. The dlimate isthat of a high desert basn with an
esimated rainfall of less than seven inches and 310 days of sunshine each year. The arid desert
climate alows year-round operation.

Most of the mission direct work performed at the NTS is contracted directly with the Nevada Site
Office. Therefore, support costs for BN may appear higher than other integrated contractors. In
prior years mission direct work for the Nevada Site Office was included in BN’ s functiond cost
report. In FY 2004 only the integrated contractor’s costs were included in the functional costs report.
In FY 2005 the NSO cogts are included in BN’ s functional cost report, at Headquarter’ s request.
However, the dollar magnitude of NSO’ s codt isidentified in the narrative. Besides the Department
of Energy/National Nuclear Security Administration Nevada Site Office, Bechtel Nevada partners
with the Lawrence Livermore Nationd Laboratory, Los Alamos Nationa Laboratory, and Sandia
Nationa Laboratories on many projects. Bechtel Nevada aso works on projects for other federa
agencies such as the Defense Threat Reduction Agency, NASA, the Nuclear Regulatory
Commisson, and the U.S. Air Force, Army, and Navy.

Bechtd Nevadais organized into three mgjor areas of work: Stockpile Stewardship, National
Security Response, and Programs and Operations Support Services.

Stockpile Stewardship provides experimentd capabilities necessary to maintain confidence in the

safety and performance of weaponsin the U.S. nuclear wegpons stockpile. Stockpile Stewardship is
aso respongble for maintaining the ability to resume underground nuclear testing.
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National Security Response includes Environmental Programs, Emergency Response and
Nonproliferation Programs, activities conducted at the Remote Sensing and Specia Technologies
L aboratories, Combating Terrorism Programs, and Homeland Security and Technology Programs.
This area provides high-hazard test and eva uation, applied engineering and technology, and the
development of supporting facilities and infrastructure; as well as nationa weapons of mass
destruction training for first responders.

Programs and Operations Support Services providessupport services to the Stockpile Stewardship
and Nationa Security Response Programs. In addition, Programs and Operations Support Services
provides Commercial Management and Adminigtration, Financid, Management and Systems, Human
Programs and Communications, and Project Management and Control Systems.

More than haf of Bechtel Nevada's employees work in the Las Vegas area or a the nearby Nevada
Test Site. The company has satdllite officesin Livermore, Cdifornia (Livermore Operations) Los
Alamaos, New Mexico (Los Alamos Operations) as well as the Specid Technologies Laboratory in
Santa Barbara, Cdifornia. Bechtel Nevada aso operates the Remote Sensing Laboratory in Nevada
and its sster group located near Washington, D.C

Other

Details of costsincluded in the Other category, totaling $3,468K in FY 2005 are:

Generd Insurance ($305K), Housing ($647K), Legd Settlements ($510K), Elk Hills Retirement
($590K), Excess Property Sale (-$142K), Retro Worker's Comp. ($762K) and Other Adjustments
($796K).

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

HUMAN RESOURCES
The increase is due to an increase of employees and a manager for the HR Department.

PROCUREMENT
Theincreaseis due to an increase of scope by adding supply chain.

LEGAL
The decrease is due to Generad Counsdl decreasing their use of outside counsd for FY 2005.

PROGRAM/PROJECT CONTROL
The increase is due to system improvements for a more accurate collection of project control costs.
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INFORMATION SERVICES
The decrease is due to a decrease in employeesin the IS Departments.

OTHER

Theincreaseis primarily due to increased workman's compensation claims. In 2001 legd costs for
Workman's Comp wereincluded in Legd. BN fedsit ismore appropriate in "Other" becauseit isnot a
recurring legd codt.

ENVIRONMENTAL
The increase is due to an increase in employees and implementation of arecycle program.

SAFETY AND HEALTH
Theincrease is due to an increase in subcontracts for RAD OPS divison.

MAINTENANCE
The increase is due to maintainence of the building that houses BN personnel and the Nevada Site
Office.

UTILITIES
Theincrease is dueto the risng costs for natural gas and dectricity.

SAFEGUARDS AND SECURITY

S& Sisprovided by the Site Office. S& S cogts are included in FY 05 and not included in FY04. The
contract to provide S& S services for BN and the NTS resides with the Nevada Site Office and not
with the M& O contractor. S& S services provided by NSO in FY 2004 were $ 28,605,256 and in FY
2005 were $ 38,255,395.

QUALITY ASSURANCE

Theincrease is due to the increased work scope that was driven primarily by the downsizing of NSO.
CAC isnow responsble for Contractor Assurance System and aviation safety oversaght which were
functions previoudy performed primarily by NSO personnd.

COST SAVINGSINITIATIVES
($in 000's)

PER YEAR

($in 000's)

INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
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Sx Sgma

5,424

In FY 2005, the Six Sigma program resulted in
cost savings in the areas of Krakatau experiment
scoping, Radiation/Nuclear Technologies, D&D in
Area 25, Disposa cell design, Property Asset
Management system, U1A Preventative
Maintenance, and NTS commuter busing.
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Trendsin Total Support Cost by Functional Categories

Oak Ridge National L ab/UT-Battelle ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 2001 To 2001 To
FY 2005 FY 2005

Total Costs 624,394 745,577 856,308 940,216 990,268 365,874 58.6%

Capital Construction 75,479 141,642 174,228 168,729 103,512 28,033 37.1%

Total Costs L ess Construction 548,915 603,935 682,080 771,487 886,756 337,841 61.5%

Total Support Costs 199,218 221,313 261,873 292,939 301,547 102,329 51.4%

Mission Direct Operation 349,697 382,622 420,207 478,548 585,209 235,512 67.3%

Mission Direct Operation as % of Total Cost 56.0% 51.3% 49.1% 50.9% 59.1%

Capital Construction as% of Total Cost 12.1% 19.0% 20.3% 17.9% 10.5%

Total Support Cost as% of Total Cost 31.9% 29.7% 30.6% 31.2% 30.5%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as % of TOTAL COST 31.9% 29.7% 30.6% 31.2% 30.5%

TOTAL SUPPORT COST 199,218 221,313 261,873 292,939 301,547 102,329 51.4%

TOTAL GENERAL SUPPORT as% of TOTAL 9.5% 8.4% 9.4% 9.1% 9.0%

TOTAL GENERAL SUPPORT 59,342 62,495 80,907 85,217 89,423 30,081 50.7%
EXECUTIVE DIRECTION 5,681 5,537 12,581 12,801 13,906 8,225 144.8%
HUMAN RESOURCES 4,511 5,260 6,627 6,981 7,662 3,151 69.9%
CFO 5,087 5,057 11,232 10,731 12,016 6,929 136.2%
PROCUREMENT 3,078 2,752 4,853 5,320 5,658 2,580 83.8%
LEGAL 1,669 1,875 2,172 1,894 1,568 -101 -6.1%
CENTRAL ADMIN SERVICES 5,616 4,432 5,230 5,663 11,060 5,444 96.9%
PROGRAM/PROJECT CONTROL 1,084 1,057 2,192 1,354 1,136 52 4.8%
INFORMATION OUTREACH 7,643 7,247 8,604 9,935 9,228 1,585 20.7%
INFORMATION SERVICES 20,059 24,116 22,713 23,913 21,737 1,678 8.4%
OTHER 4,914 5,162 4,703 6,625 5,452 538 10.9%

TOTAL MISSION SUPPORT as% of TOTAL 20.2% 18.9% 19.0% 19.6% 18.7%

TOTAL MISSION SUPPORT 125,890 140,691 162,545 184,725 184,932 59,042 46.9%
ENVIRONMENTAL 5,440 5,400 10,862 10,449 9,888 4,448 81.8%
SAFETY AND HEALTH 22,684 21,358 27,414 30,172 25,971 3,287 14.5%
FACILITIESMANAGEMENT 14,039 17,436 27,711 33,889 30,136 16,097 114.7%
MAINTENANCE 50,201 58,928 47,556 51,137 57,405 7,204 14.4%
UTILITIES 13,423 12,338 19,269 20,510 22,929 9,506 70.8%
SAFEGUARDS AND SECURITY 9,108 13,947 15,266 16,985 17,196 8,088 88.8%
LOGISTICS SUPPORT 4,109 5,597 6,067 7,421 6,572 2,463 59.9%
QUALITY ASSURANCE 4,401 3,587 5,029 4,949 4,662 261 5.9%
LABORATORY/TECHNICAL SUPPORT 2,485 2,100 3,371 9,213 10,173 7,688 309.4%

TOTAL SITE SPECIFIC as% of TOTAL 2.2% 2.4% 2.2% 2.4% 2.7%

TOTAL SITE SPECIFIC 13,986 18,127 18,421 22,997 27,192 13,206 94.4%
MANAGEMENT/INCENTIVE FEE 6,450 6,959 7,056 7,043 8,184 1,734 26.9%
TAXES 287 301 308 1,353 1,822 1,535 534.8%
LDRD / PDRD / SDRD 7,249 10,867 11,057 14,601 17,186 9,937 137.1%
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Oak Ridge National Lab/UT-Battelle

SITE OVERVIEW AND CHARACTERISTIC

Background

ORNL isamultiprogram science and technology |aboratory managed for the U.S. Department of
Energy (DOE) by UT-Battelle, LLC. ORNL was established in 1943 as part of the Manhattan
Project to pioneer amethod for producing and separating plutonium for use in the development of the
atomic bomb. The Graphite Reactor served as a pilot-scae plutonium production facility for much
larger reactors built in Hanford, Washington. After World War |1, materid irradiation research was
conducted at the Graphite Reactor. During the 1950s and 1960s, ORNL conducted research in
severd fiddsrelated to nuclear energy and built and operated severa nuclear research reactors, in
addition to performing important life sciences research. With the energy crises of the early 1970s and
1980s, ORNL s activities expanded to include multiprogram research and devel opment in support of
nationad DOE missons.

Maor programs a ORNL include materiads science and engineering, andytica and separations
chemistry and chemica sciences, environmenta sciences, fusion science and technology,
ingdrumentation science and technology, nuclear physics and astrophysics with radioactive ion beams,
neutron science, life sciences, high-performance computing, socia sciences, energy-efficient
technologies for buildings, biomass energy, fossl energy, nuclear technology and safety, environmenta
management science, environmenta technology development, life-cycle anadyss and hedth and
environmenta risk assessment.

ORNL has agtaff of over 4,000 contractor employees. The ORNL main Site encompasses
gpproximately 1,100 acres in the Bethd and Mdton valleys, gpproximately 10 miles southwest of the
center of the city of Oak Ridge, Tennessee, with additiona facilities located on the adjacent Copper
Ridge. ORNL aso occupies space at the Oak Ridge Y-12 Plant and |eases some space off-gite.
The ORNL main site currently has 344 active buildings, 63 active trailers, with gpproximately 3.9
million square feet of building space.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

CENTRAL ADMIN SERVICES

Although there was no officia documentation, through discussonswith UT Béttelle personnd, we
determined that Central Administrative Services increased because the system for capturing these costs
was refined which resulted in the increase.
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TAXES
Taxesincreased by $469,000 (25 percent) in FY 2005 due to the inclusion of cost dement 44000722
(Tennessee sate use tax) and afull year of the third party facilities.

COST SAVINGSINITIATIVES

($in 000's)
INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTAGT
PER YEAR
($in 000's)

(None)
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Trendsin Total Support Cost by Functional Categories

OREM EF/Bechtel Jacobs ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 2001 To 2001 To
FY 2005 FY 2005

Total Costs 456,011 501,221 537,019 654,843 769,055 313,044 68.6%

Capital Construction 21,369 35,273 11,242 33,306 43,948 22,579 105.7%

Total Costs L ess Construction 434,642 465,948 525,777 621,537 725,107 290,465 66.8%

Total Support Costs 179,056 191,048 201,708 228,016 223,338 44,282 24.7%

Mission Direct Operation 255,586 274,900 324,069 393,521 501,769 246,183 96.3%

Mission Direct Operation as % of Total Cost 56.0% 54.8% 60.3% 60.1% 65.2%

Capital Construction as% of Total Cost 4.7% 7.0% 2.1% 5.1% 5.7%

Total Support Cost as % of Total Cost 39.3% 38.1% 37.6% 34.8% 29.0%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as % of TOTAL COST 39.3% 38.1% 37.6% 34.8% 29.0%

TOTAL SUPPORT COST 179,056 191,048 201,708 228,016 223,338 44,282 24.7%

TOTAL GENERAL SUPPORT as% of TOTAL 13.5% 12.9% 11.7% 8.8% 7.6%

TOTAL GENERAL SUPPORT 61,525 64,709 63,095 57,659 58,157 -3,368 -5.5%
EXECUTIVE DIRECTION 2,502 3,626 3,366 3,971 3,187 685 27.4%
HUMAN RESOURCES 7,318 9,916 11,020 7,661 9,327 2,009 27.5%
CFO 4,917 4,472 4,366 4,225 4,071 -846 -17.2%
PROCUREMENT 5,184 5,558 6,398 6,923 6,769 1,585 30.6%
LEGAL 1,325 1,136 1,288 1,318 1,572 247 18.6%
CENTRAL ADMIN SERVICES 6,466 6,883 7,527 7,299 7,684 1,218 18.8%
PROGRAM/PROJECT CONTROL 11,809 11,526 9,259 8,891 9,685 2,124 -18.0%
INFORMATION OUTREACH 2,195 1,982 1,575 1,303 875 -1,320 -60.1%
INFORMATION SERVICES 19,515 19,535 18,248 16,062 14,985 -4,530 -23.2%
OTHER 294 75 48 6 2 -292 -99.3%

TOTAL MISSION SUPPORT as% of TOTAL 21.3% 21.1% 22.3% 21.7% 19.3%

TOTAL MISSION SUPPORT 96,960 105,958 119,865 141,921 148,299 51,339 52.9%
ENVIRONMENTAL 6,753 6,761 7,572 7,323 4,686 -2,067 -30.6%
SAFETY AND HEALTH 42,065 43,913 51,722 56,040 63,749 21,684 51.5%
FACILITIESMANAGEMENT 1,159 1,783 2,533 3,046 6,532 5,373 463.6%
MAINTENANCE 12,333 12,294 16,004 13,400 10,610 -1,723 -14.0%
UTILITIES 15,332 17,642 15,815 17,602 19,956 4,624 30.2%
SAFEGUARDS AND SECURITY 11,175 15,440 19,105 37,674 34,332 23,157 207.2%
LOGISTICS SUPPORT 3,019 3,193 1,453 1,757 2,075 -944 -31.3%
QUALITY ASSURANCE 4,723 4,513 4,911 4,770 5,298 575 12.2%
LABORATORY/TECHNICAL SUPPORT 401 419 750 309 1,061 660 164.6%

TOTAL SITE SPECIFIC as% of TOTAL 4.5% 4.1% 3.5% 4.3% 2.2%

TOTAL SITE SPECIFIC 20,571 20,381 18,748 28,436 16,882 -3,689 -17.9%
MANAGEMENT/INCENTIVE FEE 19,933 19,324 17,914 27,651 15,877 -4,056 -20.3%
TAXES 638 1,057 834 785 1,005 367 57.5%
LDRD / PDRD / SDRD 0 0 0 0 0 0 0.0%
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SITE PROFILE
OREMEF/Bechtel Jacobs

SITE OVERVIEW AND CHARACTERISTIC

l. Background

Functiona support cogts for the Oak Ridge Environmental Management Enrichment Facility
(OREMEF) site represent a compilation of the support costs at the Paducah, Kentucky gSite; the
Portsmouth, Ohio site; and the East Tennessee Technology Park (ETTP) located in Oak Ridge,
Tennessee. The mission is three-fold: environmenta cleanup and waste management, management of
depleted uranium hexafluoride, and reindudtridization of the ETTP. Physica characterigtics of each
Steare asfollows.

ETTP. Approximately 360 buildings covering 14 million square feet of space. Mogt buildings are
over 30 years old and non-operationa. Approximately 1319 Bechtd Jacobs Company employees
resde a the ste with an additiona 1,950 subcontractors and Community Reuse Organization of East
Tennessee (CROET) tenants also physicaly located on the Site.

Portsmouth: DOE is responsible for the maintenance and upkeep on gpproximately 72 buildings on
the Portsmouth site. Bechtel Jacobs Company has 121 employees at the Site and approximately 298
subcontractors. As of June 27, 2005, this scope of work trangitioned in its entirety to two new prime
contractors and is no longer part of the OREMEF submission. BJC supported 3 people at the Site
after the trangtion.

Paducah: Approximately 135 buildings on 3,556 acres of land with 748 acres inside the security
fence. Bechtdl Jacobs Company has 171 employees a the Site as well and 299 additional
subcontractors. As of June 27, 2005, the Paducah Infrastructure scope of work trangitioned to a
new prime contractor and is no longer part of the OREMEF submisson. BJC currently supports 147
employees and 576 post trangtion.

On April 1, 1998, Bechtel Jacobs Company LLC, aManaging and Integrating (M&1) contractor,
replaced Lockheed Martin Energy Systems as the managing contractor for the ET TP, Paducah, and
Portsmouth sites. As of the end of FY 2000, gpproximately 85% of the total Bechtel Jacobs work
scope had been subcontracted. The subcontractors may support the missions functiondly, which
would be reflected in the gppropriate functiond category, or fixed price subcontracts may be utilized
for specific scopes of work and would be reflected in the mission direct category. Approximately 6%
of the Bechtel Jacobs subcontracted work scope continues to be performed by BWXT Y-12
(formerly Lockheed Martin Energy Systems, Inc.) and UT-Battelle (formerly Lockheed Martin
Energy Research Corporation). Other than utilities, these cogts are not reflected in the BJC functiona
report, but are reflected in the BWXT Y-12 and UT-Battelle reports. The United States Enrichment
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Corporation performs approximately 16% of the work scope a Paducah and Portsmouth.

Beginning October 1, 2003, the Oak Ridge contract became an Accelerated Cleanup Contract
utilizing a cost-plus-incentive fee contract sructure. Performance incentives provide the motivation to
achieve accelerated cleanup at the lowest cost to the DOE. Schedule incentives include disposa of
legacy low level waste and legacy mixed low level waste by September 30, 2005; closure of the
Melton Valey Site at ORNL by September 30, 2006; and closure of the ETTP site by September
30, 2008. Mesting these objectives will require innovetive gpproaches to achieve these gods as well
as streamlining processes and eiminating non-val ue-added requirements. The outcome of these
efforts should be reflected in the functional cost trends over the next few years. Thefirst milestone
(disposa of legacy low level waste and legacy mixed low level waste) was completed as scheduled.

Il. Trends

After atwo-year decrease, functional support cost increased beginning in FY 2001 to FY 2004
primarily due to increased ES&H support required by the projects, information technology, support
for network separation, worker’ s compensation, and safeguards and security. The trend of Tota
Support Cogts as a percentage of Total Site Costs fluctuated within 1% over the last three years,
indicating that mission direct cost and support cost are changing proportionately. In FY 2004, the
percentage of Support Costs decreased due to the change in the Oak Ridge contract to an
Accderated Cleanup contract, which requires more field work to be performed in order to meet the
contract and DOE milestones.

The Bechtel Jacobs Company contract with DOE contains requirements that may cause the Ste's
cogts to gppear out of line with other costs. While Bechtdl Jacobs Company is committed to
subcontracting a sgnificant portion of the scope of work, the employees inherited from the previous
contractor were trangitioned to these subcontractors with substantialy equivaent benefits as they had
recelved prior to trangtion. This necessitates sgnificant efforts of the part of the Human Resources,
Procurement, Executive Management, Legd, and Chief Financia Officer functions. The Human
Resource function spent agreat ded of time negotiating new benefits packages with new carriers
because the exiting carrier could not handle the requirements, which aso resulted in buying out the
contract with the old carrier. 1n addition, the Procurement Function has been required to add specid
clauses to each subcontract to ensure that these personne requirements are met. The Chief Financid
Officer function has been involved in setting up a separate payroll system in order to pay the
subcontractors so that accurate labor data can be maintained for benefits purposes. Therefore, due
to the above- mentioned circumstances, the FY 1999 functiona costs may not compare favorably
with those of other Sites. Note that the FY 2000 functional costs have improved as the Managing and
Integrating (M&1) Contractor process matured. As mentioned earlier, FY 2001 through FY 2003
support cost as a percentage of total cost stayed fairly constant and reduced in FY 2004. The
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support cost percentage continued to reduce in FY 2005 even though tota cost increased, indicating
that BJC support cost do not fluctuate with cost.

"I, Mgor Cost Saving Initiatives

In FY 2001, Bechtd Jacobs Company (BJC) began implementing the Sx Sigma program. Six Sgma
is a problem-solving methodology that uses a systemeatic gpproach to dlow an organization to
improve quality quickly and effectively. It utilizes arigorous set of satigtical tools and methodologies
designed to improve work quality, profitability, customer and employee satisfaction and leadership of
business enterprises. BJC has combined the Sx Sigma methodologies with behaviord-oriented
Performance Based Leadership tools to improve the way we do business; tackle the issues that can
hinder performance and drive us toward our goa of meeting business objectives and DOE
expectations.

BJC cdculates and tracks the cost savings derived from the Six Sigma Process Improvement
Projects (PIPs) on a caendar year basis. The following is a brief description of the results and cost
savings associated with PIPs that generated cost savings in 2005. Cost savings are unburdened and
are net of any implementation (investment) cos.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

EXECUTIVE DIRECTION

FY 2001 reduction was due to organization changes that combined organizationa eements and
reduced the number of managers. Theincreasein FY 2002 was due to the addition of three Six Sigma
Black Belts. The FY 2004 increase ($600K) was due to the addition of senior management positions
to support the Acceerated Cleanup Plan. The FY 2005 decrease was due to the trangitioning of Black
Bdtsto fied positions ($300K).

HUMAN RESOURCES

Theincreasein FY 2005 was due to Worker’s Compensation cost ($800K), an additional employeein
Labor Relations ($100K), accrua of the variable pay plan earned in FY 2005 ($300K), anincreasein
the benefits service center in support of WFT employees ($500K), and an increase in Human Resource
management ($160K).

CFO
Thereduction in FY 2005 reflectsthe loss of 1.5 FTES ($200K) of which .5 FTE transtioned with the
Paducah/Portsmouth scopes of work.

LEGAL
The FY 2005 increase was due to additiona support required from outside counsel ($250K) aswell as
increased risk management support.
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CENTRAL ADMIN SERVICES
The FY 2004 decrease ($200K) was due to the reduction of 11 FTESs during the year.

PROGRAM/PROJECT CONTROL
Project Control cost increased in FY 2005 due to a comprehensive basgline support (5 FTES, $550K)
and additional support required to facilitate the EVMS review ($200K).

INFORMATION OUTREACH
Significant decrease in Information Outreach Activities.

INFORMATION SERVICES

FY 2005 decreases due to reduction in application maintenance costs ($1M) and PC maintenance and
asset management ($1.3M). Some of these decreases were due to the transition of Paducah and
Portsmouth scopes of work.

ENVIRONMENTAL
Significant decrease in Environmental costs were due to the restructuring of the sampling and andysis
subcontract and reduction of FTE'sin environmental services.

SAFETY AND HEALTH
Additiona Radcon support caused theincrease in S&H cost in FY 2005 including the cost of 7
additional FTEs.

FACILITIESMANAGEMENT

Increasein FY 2005 were due to the leasing of four buildings from CROET and increasesin field
services and engineering management. Additiond increases were due to moves due to reorganizations
and repostioning employees from buildings scheduled for demoalition to other aress.

MAINTENANCE

Decreasein FY 2005 was due to leasing of four buildings from CROET, which transferred the cost
from the maintenance category to Facilities Management (1.6 million). In addition, demolished facilites
contributed to the further reduction in manintenance cos.

SAFEGUARDS AND SECURITY

Safeguards and Security costs went down in FY 2005 due to the transition of contractors at Paducah
and Portsmouth in which the security support became Government Furnished Services and Infomation
(GF9)).

LOGISTICS SUPPORT
Increasesin FY 2005 were due to the implementation of a Central Recaiving Facility.
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LABORATORY/TECHNICAL SUPPORT
Increased costs in FY 2005 were due to the higher number of samples required to support project

activities.
MANAGEMENT/INCENTIVE FEE

The decrease in FY 2005 was due to the accrual of fee on a percentage of target fee basis as gpproved
by DOE.

TAXES
The FY 2005 increase reflects the taxes paid on earnings which increased during the period.

COST SAVINGSINITIATIVES
($in 000's)

INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR

($in 000's)
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Subcontract
Initiation to Payment
Process

86

Prior to initiation of this PIP, the process for
managing subcontract funding and vendor
payments involved re-work, duplicate data entry,
and incidences of data not matching between the
Bechtel Procurement System (BPS) and the
Accounts Payable (AP) systems. Implementation
of an dectronic interface between these systems
resulted in areduction of job hoursin AP and
eliminated re-work. Key actions included
establishing a team to function as a project (with a
defined scope, schedule, and budget). The team
prepared the life cycle basdline guidance,
established congstent business rules that were
issued as adesk ingtruction, assgned respongbility
for project/function BPS/AP to a designated
person, ingtituted el ectronic controls, and
performed training on the revised process. The
improvements identified by the Team alowed BJIC
to proceed with implementing an eectronic
interface. Potential areas for data disconnects were
identified, and by utilizing the planned controls and
mistake proofing techniques, defects have been
kept to an absolute minimum.

Reduce Banking
Costs

231

During Cadendar Y ear 2001, there were 29 Benefit
Accounting Bank Accounts that were maintained.
Each of these accounts accrues monthly
maintenance fees from the bank. The amount of the
bank fee is dependent on the services provided for
each account. Improvements identified by this PIP
alowed BJC to consolidate and reduce the
number of Bank Accounts from 29 to 12, with a
corresponding reduction in banking fees.
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Workforce
Trangtion
Subcontractor
Bendfits

173

Bechtdl Jacobs Company (BJC) manages
Multi-Employer Penson Plans (MEPPs) and
Multi-Employer Hedth and Welfare Act (MEWA)
benefits for both BJC and transitioned
subcontractor employees. The plan administrator
requires consolidated monthly contribution reports
and payments. This requires invoicesto and
collection from the subcontractors to facilitate
consolidated data and payments. The entire
processis manud, and hasarisk for error. An
invoice to the subcontractorsis created which they
use to deposit the employee/employer
contributions in the bank. This processis entirdy
manua and includes multiple data reviews intended
to reduce risk of errors. Late transmittal of invoices
to subcontractors may prohibit timely deposit of
funds, thereby requiring use of BJC funds. The
god of this PIP was to reduce the multiple
vaidations and to automate the invoice

devel opment process to reduce the effort required,
risk of error, and facilitate timely deposits.

Improve Hedlth
Physics Survey

153

The purpose of this PIP was to evauate the scope
and cogt of conducting health physics surveys
during surveillance and maintenance of ORNL
buildings awaiting decontamination and
decommissoning. Data analyss indicated that
measurements were being made in severd facilities
where no results had been found over limitsfor Six
months. Reduction in non value-added surveys
reduced cost and diminated the potential exposure
of technicians conducting such surveys. Other
improvements included web-based reporting of
survey results and ongoing, regularly scheduled
reviews of survey results.
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Wadte Information 2,340 | This PIP was undertaken to help meet a chalenge

Management to reduce the FY 2003 budget for the Waste

System Information Management system. The goa wasto
eliminate unneeded functiondity of the waste
tracking database, while retaining those e ements
necessary to maintain compliance with gpplicable
requirements and regulations. The team identified
features that were not requirements-based and
could be diminated.

Improve the 230 | This PIP evaluated the Human Resources and

Process for Benefit Finance organizations' processes for collecting and

Trangmittals capturing data associated with benefits

adminigtration and accounting. The team identified
Improvements to decrease cycle time reduce
manual rework, reduce database discrepancies,
and improve systems used to generate benefits
invoices for subcontractors.

Survellance and
Maintenance

259

The purpose of this PIP was to evauate the scope
and cost of conducting inspections during
aurveillance and maintenance of ORNL buildings
awaiting decontamination and decommissioning.
Data andyss indicated that the mgority of systems
being inspected were very stable and were
conggtently within specification limits for the period
reviewed. The team developed a satigtica

protocol to evauate the ingpection performance
data, modified inspection check sheets, and
changed inspection roles and responghilities.
Inspection datawill be monitored and anayzed on
an ongoing basis. The PIP alowed adjusments to
ingpection frequencies and therefore reduced
ingpection codts.
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Médton Valey
Hydrologic Isolation
Project

1,590

This project involves the operation of borrow
areasto provide contour fill for the capping of
approximately 100 acresin Meton Vdley. The
purpose of this PIP was to evaluate and improve
the proposed borrow area operation to meet
aggressve cost and schedule targets. Andlysis
indicated that two variables — the capacity of dump
trucks and the speed of trucks from borrow area
to capping Site —were the most important factors
in meeting cost and schedule targets. The execution
plan addressed these requirements by specifying a
minimum dump truck cgpacity in subcontract
documents and upgrading the haul road to safely
accommodate a 25 mph speed limit. Contingency
plans were aso devel oped to recover/accel erate
the work schedule.

Shipping UF6
Cylinders

1,317

BJC' swork scope includes the safe storage and
offste shipment of over 6,000 cylinders containing
depleted uranium hexafluoride by the end of FY
2006. The purpose of this PIP was to optimize the
process for offsite shipment to meet or beat
contractua cost and schedule targets. Smulation
modeling identified severa opportunitiesto
accderate the shipment process, including the use
of an dternative cylinder loading process,
reconfiguration of staging areas, improved access
to the loading site, providing a covered areafor
ingpections and continued operations during
inclement wesather, and additiona equipment and
operators. These improvements are anticipated to
alow the project team to ship 10 cylinders per
day, compared to a historical average of 4.7 per
day, reducing estimated life cycle costs by $5.6
million.
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Medicd Space
Utilization &
Operations

325

The BJC Hedlth Center facility was scheduled for
deactivation and demolition beginning in
December, 2003. Relocetion of this function to
another factility was needed to support the D&D
schedule. The purpose of this PIP was to
streamline facility space needs and reduce the
costs associated with relocating the BJC Hedlth
Center facility. Data associated with specific
day-to-day volume of traffic was collected and
andyzed and a smulation modd was developed to
evauate the facility resource needs to support both
current activity and potentia near-term increases.
Improvements were identified for the scheduling of
sarvices provide by the Hedlth Center, aswell as
addition communication on the hours of operation
and the process for obtaining services. Asaresult,
facility space needs were reduced and an existing
facility location was identified.

Equipment
Cdibration and
Maintenance

36

The purpose of this PIP wasto find ways to
reduce calibration activities by 20%. Dataandyss
indicated that many cdibrations were not needed
as currently scheduled as there was no changein
performance from the origind check. The process
of calibration requirement and completion was
formaized to include the facility owner and
required evauation of each piece of equipment to
identify abasisfor the calibration schedule,
Ultimately this process improvement reduced the
number of cdibration activities resulting in cost
savings.
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Technica Sarvice
Agreements

180

Theinvoicing process for Technicd Service
Agreements (TSA) required review and revison
due to recent organization changes within
Procurement and Field Services. A new process
was designed that addressed the organi zationa
changes and eliminated non-value added steps to
reduce the current cycletime. Therevised
invoicing process provided eectronic submittal of
performance thereby diminating the manua input
into STAR. The direct benefit was a reduced
number of labor hours to process performance
summaries dong with dimination of input errors.
Dua approva cycle of performance summaries
was d 0 diminated dong with the dimination of
the invoice concurrence sheet. The cycle time of
the process was reduced from 72 to 47 days.

Maintenance and
Software Licenang
Costs

144

The Information Technology (IT) Department
initiated this PIP to determine the optima venue to
reduce cogts by 10% without reducing service.
The process involves an intricate network of data
sharing for accurate reporting of saary, taxes,
benefits, charitable giving, workforce trangtion
employees, retirees, COBRA ben€ficiaries,
accounts receivable, accounts payable, union
contract requirements, prime contract
requirements, and others. The software
gpplications supporting these functions are the
Human Resource Information System (HRIS),
Cyborg, and Payroll, Absence, and Labor System
(PALYS), dl of which feed Oracle Financids, the
single piece of BJC misson-critical software. Key
customers include Human Resource, employees,
Chief Finance Officer, insurance companies, IRS,
United Way, pension accruals, and subcontractors
with workforce trangtion employees. The team
concluded that direct-hire of current subcontracted
expertise would be the only suitable option.
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Trendsin Total Support Cost by Functional Categories

Pacific Northwest National L ab/Battelle Memorial ($000)
FY 2005

$Change % Change

FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 2001 To 2001 To
FY 2005 FY 2005

Total Costs 517,078 530,413 564,955 614,443 719,778 202,700 39.2%

Capital Construction 12,715 10,066 12,843 11,563 17,901 5,186 40.8%

Total CostsLess Construction 504,363 520,347 552,112 602,880 701,877 197,514 39.2%

Total Support Costs 190,755 198,115 199,554 218,256 243,067 52,312 27.4%

Mission Direct Operation 313,608 322,232 352,558 384,624 458,810 145,202 46.3%

Mission Direct Operation as % of Total Cost 60.7% 60.8% 62.4% 62.6% 63.7%

Capital Construction as% of Total Cost 2.5% 1.9% 2.3% 1.9% 2.5%

Total Support Cost as % of Total Cost 36.9% 37.4% 35.3% 35.5% 33.8%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as % of TOTAL COST 36.9% 37.4% 35.3% 35.5% 33.8%

TOTAL SUPPORT COST 190,755 198,115 199,554 218,256 243,067 52,312 27.4%

TOTAL GENERAL SUPPORT as% of TOTAL 16.6% 16.8% 16.4% 15.3% 14.0%

TOTAL GENERAL SUPPORT 85,802 89,026 92,896 93,904 100,486 14,684 17.1%
EXECUTIVE DIRECTION 2,803 3,905 3,887 4,697 7,288 4,485 160.0%
HUMAN RESOURCES 4,815 4,740 4,935 4,887 5,353 538 11.2%
CFO 10,417 11,814 11,452 11,510 11,849 1,432 13.7%
PROCUREMENT 6,056 5,639 5,713 6,194 6,710 654 10.8%
LEGAL 1,843 1,393 941 890 955 -888 -48.2%
CENTRAL ADMIN SERVICES 3,553 3,919 4,808 6,193 5,747 2,194 61.8%
PROGRAM/PROJECT CONTROL 3,012 3,798 2,976 3,096 3,617 605 20.1%
INFORMATION OUTREACH 9,597 11,132 12,762 36,777 41,162 31,565 328.9%
INFORMATION SERVICES 23,215 21,524 22,765 19,660 17,805 -5,410 -23.3%
OTHER 20,491 21,162 22,657 0 0 -20,491 -100.0%

TOTAL MISSION SUPPORT as% of TOTAL 15.9% 15.7% 14.4% 15.6% 15.7%

TOTAL MISSION SUPPORT 82,041 83,422 81,113 95,827 113,029 30,988 37.8%
ENVIRONMENTAL 2,970 3,245 4,161 4,176 3,949 979 33.0%
SAFETY AND HEALTH 20,718 18,710 16,497 19,385 21,936 1,218 5.9%
FACILITIESMANAGEMENT 18,116 19,882 20,273 26,851 31,403 13,287 73.3%
MAINTENANCE 7,313 9,020 9,801 11,842 13,194 5,881 80.4%
UTILITIES 9,027 9,939 8,527 6,986 6,073 -2,954 -32.7%
SAFEGUARDS AND SECURITY 9,583 8,938 10,061 11,108 17,983 8,400 87.7%
LOGISTICS SUPPORT 1,287 1,558 1,538 2,056 2,579 1,292 100.4%
QUALITY ASSURANCE 6,638 3,969 4,319 4,128 3,982 -2,656 -40.0%
LABORATORY/TECHNICAL SUPPORT 6,389 8,161 5,936 9,295 11,930 5,541 86.7%

TOTAL SITE SPECIFIC as% of TOTAL 4.4% 4.8% 4.5% 4.6% 4.1%

TOTAL SITE SPECIFIC 22,912 25,667 25,545 28,525 29,552 6,640 29.0%
MANAGEMENT/INCENTIVE FEE 11,756 11,186 10,648 12,492 12,487 731 6.2%
TAXES 669 2,192 928 2,630 2,840 2,171 324.5%
LDRD /PDRD / SDRD 10,487 12,289 13,969 13,403 14,225 3,738 35.6%
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SITE PROFILE
Pacific Northwest National L ab/Battelle Memorial

SITE OVERVIEW AND CHARACTERISTIC

History:

Battelle Memorid Ingtitute operates the Pacific Northwest National Laboratory (PNNL) for DOE.
In 1965, Battelle Memorid Ingtitute assumed management and operation of the federd government’s
Hanford Laboratories in southeastern Washington State. At the same time, the research facility was
separated from Hanford site operations and renamed the Pacific Northwest Laboratory.

Mission:

Pecific Northwest National Laboratory isamulti-program nationa [aboratory that creates new
knowledge and delivers solutions to science and technology challenges across the U.S. Department of
Energy’s science, nationd security, environmenta quality, and energy resources missons.  PNNL
performs basic and gpplied research to deliver energy, environmenta, and nationd security for our
Nation. The Laboratory is an outgrowth of the R&D component of the Manhattan Project Hanford
Works that focused on materias science, nuclear technology, and hedlth sudies. Strengthsin
chemical and molecular science, process science and engineering, computationa and information
science, environmental and climate science, energy systems science and engineering, materids science
and engineering, and nuclear science and engineering underpin our research programs. We operate
the Environmental Molecular Sciences Laboratory, a nationd scientific user facility with advanced
resources for fundamenta research on the physica, chemica and biologica processes. Our
biological science research focuses on the bio-molecular basis of hedlth effects from environmenta
pollutants. We solve legacy environmenta problems with cogt-effective cleanup solutions and
technologies that prevent pollution and minimize waste. Our scientists identify technology to
characterize and mitigate the consequences of pollution, climate change, and other environmenta
impacts as the bas's for sound policy decisons. We develop clean energy and industrial processes,
lightweight materials and advanced power systems for transportation, and efficient building
technologies for DOE's energy misson. We provide impactful and innovative solutions to prevent the
proliferation of weapons of mass destruction, combat terrorism, promote nuclear safety, and protect
criticd infragtructure and information for DOE's nationa security misson. The Laboratory drives for
excellence in management and safe operations, thereby enabling efficient and cost-effective research
while protecting our workers, the public, and the environment. Our staff is broadly engaged in loca
economic development, education, and other community programs.

Consgtent with our misson, a significant portion of the Laboratory’ swork isin environmentd
science, environmental technology, or for the Department of Homeland Security. Further, our
projects in support of DOE’ s nationd security and energy missions often draw heavily upon
capabilities we have developed in support of our environmental misson.
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SITE PROFILE
Pacific Northwest National L ab/Battelle Memorial

PNNL isamulti-program laboratory with adiverse customer base: Defense Programs, Energy
Efficiency and Renewable Energy, Environment, Safety and Hedlth, Environmental Management,
Foss| Energy, Nuclear Energy, Science and Technology, Civilian Radioactive Waste Management
and Work for Others. Specid provisons of Battelle' s contract with DOE dlow for saunique
agreement called a Use Permit. This agreement combines Battelle and government-owned facilitiesin
a consolidated |aboratory where Battelle can conduct work for DOE as well as other government
agencies and private businesses. In FY 2005, PNNL actively occupied 90 buildings with ayearend
headcount of 3,919.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

EXECUTIVE DIRECTION

Increased due to campus planning and devel opment costs associated with the relocation of 1,000 staff
presently located in DOE-owned facilities scheduled for demolition and a reorganization that created
two new research directorates.

HUMAN RESOURCES
Increased due to lab growth.

PROCUREMENT
The increase is due to growth and fewer cost being alocated to direct mission aress.

PROGRAM/PROJECT CONTROL
Higher levels of projects requiring project management support were started in this year.

INFORMATION OUTREACH
Theincreaseis primarily associated with program office, management and devel opment activities.

ENVIRONMENTAL
The main component of the decrease is continued efficiencies in effluent management.

SAFETY AND HEALTH

The change was driven by continuation of safety awareness programs throughout the lab, volume
increases in the dosmetry and waste disposal service centers and moving control room cogsto this
category from Facilities Management.
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Pacific Northwest National L ab/Battelle Memorial

FACILITIESMANAGEMENT
The increase isthe result of lab growth and leased facilities taking the place of DOE-owned facilities
scheduled for demoalition.

SAFEGUARDS AND SECURITY

Safeguards and Security costsincreased $6,875,000 (62 percent). This increase was mainly
attributable to the transfer of costs related to cyber security activities from Mission Direct to the
Safeguards and Security category. In addition, a one-time investment of $1,500,000 was madein
computing security.

LOGISTICS SUPPORT

Logisitics Support costs increased $523,000 (25 percent). This increase was caused by two main
factors. 1) asmadl restructuring of Facilites Management and  2) relocation costs associated with
newly leased buildings and space utilization practices.

LABORATORY/TECHNICAL SUPPORT

Laboratory/Technical Support costs increased by $2,635,000 (28 percent). Thisincreaseisrelated to
the Radiologica Processing Laboratory (RPL). The RPL isin the middle of athree-year phased
gpproach to move the operations of running this laboratory from Mission Direct funded to a service
center where the "user pays' method is used to dlocate costs. The transfer started in FY 2004 and will
continue through FY 2006.

CAPITAL CONSTRUCTION

Data provided by PNNL this year showed Capital Construction costs of $17,901,000. Thisis
consistent with FY 2004 costs shown which were $18,781,000. However, the amount shown in the
system for FY 2004 Capita Construction was only $11,563,000. Therefore, | believe we need to go
back into the system and updated the FY 2004 costs to $18,781,000 to agree with PNNL's most
current submission. However, | was unable to update the FY 2004 cogtsto reflect the required
change.

COST SAVINGSINITIATIVES
($in 000's)

PER YEAR

($in 000's)

INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
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Pacific Northwest National L ab/Battelle Memorial

Leveraging cost
savings agreements

2,000

Battelle continues to leverage cost savings by
negotiating broad agreements that benefit al of the
labs managed by Battelle. Thisresultsinan
estimated annual savingsto PNNL in excess of
$2M for airline agreements, travel services
contracts, P-Card agreements, rental car
agreements, joint systems, and joint software
purchases. These savings and reductions have
been redlized and reinvested.

Cod effectiveness
pace review

Resulted in addition of 33 workstations in current
space. Also, developed a space Utilization
performance metric score card.
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Trendsin Total Support Cost by Functional Categories
Pantex/BWXT ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 2001 To 2001 To
FY 2005 FY 2005

Total Costs 317,858 396,586 401,110 464,429 491,626 173,768 54.7%

Capital Construction 14,021 23,355 17,008 25,635 31,469 17,448 124.4%

Total Costs L ess Construction 303,837 373,231 384,102 438,794 460,157 156,320 51.4%

Total Support Costs 199,040 242,933 247,127 301,439 318,358 119,318 59.9%

Mission Direct Operation 104,797 130,298 136,975 137,355 141,799 37,002 35.3%

Mission Direct Operation as % of Total Cost 33.0% 32.9% 34.1% 29.6% 28.8%

Capital Construction as% of Total Cost 4.4% 5.9% 4.2% 5.5% 6.4%

Total Support Cost as % of Total Cost 62.6% 61.3% 61.6% 64.9% 64.8%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as % of TOTAL COST 62.6% 61.3% 61.6% 64.9% 64.8%

TOTAL SUPPORT COST 199,040 242,933 247,127 301,439 318,358 119,318 59.9%

TOTAL GENERAL SUPPORT as% of TOTAL 9.8% 9.4% 9.1% 10.7% 10.9%

TOTAL GENERAL SUPPORT 31,287 37,166 36,560 49,619 53,552 22,265 71.2%
EXECUTIVE DIRECTION 1,015 1,186 1,163 1,259 1,243 228 22.5%
HUMAN RESOURCES 4,525 5,847 6,034 6,251 7,325 2,800 61.9%
CFO 2,763 3,342 4,061 5,276 5,526 2,763 100.0%
PROCUREMENT 2,745 3,432 3,014 4,682 4,594 1,849 67.4%
LEGAL 1,014 1,033 1,120 1,194 1,036 22 2.2%
CENTRAL ADMIN SERVICES 2,848 3,452 3,136 7,963 8,784 5,936 208.4%
PROGRAM/PROJECT CONTROL 1,521 3,986 4,003 5,911 7,996 6,475 425.7%
INFORMATION OUTREACH 444 468 542 1,632 1,526 1,082 243.7%
INFORMATION SERVICES 8,819 13,080 12,609 15,336 15,430 6,611 75.0%
OTHER 5,593 1,340 878 115 92 -5,501 -98.4%

TOTAL MISSION SUPPORT as% of TOTAL 48.2% 45.2% 45.8% 48.5% 48.1%

TOTAL MISSION SUPPORT 153,248 179,125 183,552 225,266 236,683 83,435 54.4%
ENVIRONMENTAL 9,576 9,976 9,799 9,517 11,589 2,013 21.0%
SAFETY AND HEALTH 30,681 41,234 40,776 42,388 45,485 14,804 48.3%
FACILITIESMANAGEMENT 12,206 16,313 17,227 35,700 33,435 21,229 173.9%
MAINTENANCE 37,621 39,355 38,894 43,554 43,820 6,199 16.5%
UTILITIES 9,516 7,724 8,538 9,227 10,704 1,188 12.5%
SAFEGUARDS AND SECURITY 43,940 54,738 58,922 67,571 74,572 30,632 69.7%
LOGISTICS SUPPORT 7,188 6,591 5,934 7,151 7,884 696 9.7%
QUALITY ASSURANCE 2,520 3,194 3,462 6,235 6,333 3,813 151.3%
LABORATORY/TECHNICAL SUPPORT 0 0 0 3,923 2,861 2,861 100.0%

TOTAL SITE SPECIFIC as% of TOTAL 4.6% 6.7% 6.7% 5.7% 5.7%

TOTAL SITE SPECIFIC 14,505 26,642 27,015 26,554 28,123 13,618 93.9%
MANAGEMENT/INCENTIVE FEE 13,898 21,674 21,250 23,940 25,644 11,746 84.5%
TAXES 607 961 621 391 1,091 484 79.7%
LDRD / PDRD / SDRD 0 4,007 5,144 2,223 1,388 1,388 100.0%
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SITE PROFILE
Pantex/BWXT

SITE OVERVIEW AND CHARACTERISTIC

l. SITE BACKGROUND:

Pantex Plant is operated for the Department of Energy/Nationd Nuclear Security Adminigiration by
BWXT Pantex. The steislocated on 16,000 acres in Carson County northeast of Amarillo, Texas.
It houses 641 buildings containing gpproximeately 2.9 million square feet and employs gpproximately
3,850 people. Constructed by the U.S. Army in 1942 as a conventiona bomb plant, Pantex was
decommissioned after World War 11 and sold to Texas Tech University as excess government
property. In 1951, the Atomic Energy Commission reclaimed 10,000 acres of the Site for nuclear
weapons work. The remaining 6,000 acres were reclaimed by 1989 and are leased from Texas
Tech.

Pantex assumed respongbility for wegpons maintenance and modification in the mid-1960s when
plants that had been performing those tasks closed. With the closure of the AEC Burlington Plant in
lowain 1975, Pantex became the nation’s only assembly and disassembly point for nuclear wegpons.

The misson of BWXT Pantex is to support nuclear wegpons stockpile stewardship while
continuoudy improving levels of safety and productivity. Mgor activitiesinclude:

1. Evduating, retrofitting, and repairing wegpons in support of both life extension programs and
certification of wegpon safety and reliability

Dismantling wegpons that are surplus to the stockpile

Sanitizing components from dismantled wegpons

Devedoping, testing, and fabricating chemica and explosve components

Providing interim storage and survelllance of plutonium components.

(SIS SN

Pantex has unique stockpile stewardship responsbilities for U.S. nuclear weapons. Modern
technologies and capabilities are essentia for supporting these mission requirements. The Engineering
Campaign, the Readiness Campaign and the Plant Directed Research & Development (PDRD)
program are focused on ensuring that Pantex has the capability and capacity to meet wegpon
requirements associated with defined workloads. Similar challenges are placed on the Readinessin
Technica Base and Facilities (RTBF) program to provides facilities and infrastructure utilizing
advanced scientific and technica tools in support of the NNSA nuclear weapons stockpile
operationa and mission requirements.

All work at Pantex is carried out under these overarching priorities: the security of wegpons and
information, the safety and health of workers and the public, and the protection of the environment.
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Pantex/BWXT

. TRENDS:

Tota Functiona Support Costs continue to rise each year with inflation, rising utility costs, and
increased work scope in areas such as Infrastructure modifications, increased Security requirements
and the compliance requirements associated with Safety and Health. Functiona Support Codsasa
percentage of total Ste costs have stayed relatively stable over the past five years despite the
increased challenges and requirements surrounding support efforts such as infrastructure, safety and
Security.

Comparison of FY 2004 to FY 2005:

The overdl increasein Tota Plant cost from FY 2004 to FY 2005 is areflection of heightened
Security efforts driven by DBT requirements, Infrastructure improvements funded by FIRP and
Operations of Facilities Congressiona plus-up dollars, and acceerated Environmental M anagement
efforts.

Major Cost Drivers:
When comparing Pantex with other Sites, it isimportant to note that we are a unique facility with a
work scope unlike any other.

Mission requirements have not varied substantially since FY' 2001, but increases in support costs have
been driven by increased security requirements to meet DBT, infrastructure replacement and
revitalization and technology improvements aimed at improving cagpability and capacity.

Explanation of the“ Other” Category

InFY 2005, the “Other” category totaled $92K and consisted of Beryllium ($63K), SandialTri-Lab
($17K), and PXSO Miscellaneous Expenses ($12K).

Sandia/Tri-Lab — Personnd from other Sites are housed on-site in an oversight/support capecity.
The cogts associated with them are for miscellaneous supplies provided by Pantex.

PXSO Miscdlaneous Expenses — cost incurred by USDOE, Pantex Site Operations through the
contractor’ s financial system for miscellaneous items such as supplies.
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[, COST SAVINGSINITIATIVES

BWXT Pantex continuesto use avariety of initiatives to achieve productivity improvementsin

FY 2005. Productivity Improvement included EPIC projects and numerous other process
improvement initiatives. One hundred and sixty (160) cost savings and/or cost avoidance vaidations
were completed in FY 2005 resulting in an estimated annua impact of $13.2 million. The following are
some improvement examples that asssted BWXT Pantex in achieving significant productivity
Improvements.

All cogt savings reported here were initiated at our Ste. The detailed validations of these initiatives, as
well as others are on-file at Pantex. The vaidation process will continue as new cost savings are
submitted for vaidation.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

HUMAN RESOURCES

Theincrease in HR spending is due in part to new management development initiatives. Approximately
300 managers a BWXT Pantex have been involved in this new program designed to improve their
management skills, increase their leadership awareness, better deal with employee issues, and enhance
communications with their peersmanagers’employees. As aresult of thisinitiative, resources have been
put into a new process that improves the way the company selects new managersinterndly. In
addition, anew Training Division was created in February of FY 2005, making the isolation of training
efforts easier to track for purposes of this report.

LEGAL
This smal decrease was areflection of a settlement that skewed FY 04 data and a portion of the legal

effort being shifted to Environmentd in an effort to ensure that personnd involved in the procurement
process are aware of Environmenta Leadership and Fud Efficiency Executive Orders and the required
solicitation and contract clauses.

CENTRAL ADMIN SERVICES

Increase due to the assgnment of three additiona personnel in Document Control to assst with
Interactive Electronic Procedures (IEP), Authorization Basis Documentation and Configuration
Management efforts. In addition, Cafeteria/\VVending costs are up based on the decision to outsource
this effort, garting in FY 2004.
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PROGRAM/PROJECT CONTROL
Increase in Staff Augmentation contracts in direct support of the infrastructure improvements going on at
the plant.

ENVIRONMENTAL

A large part of the increase ins the result of correcting the title of a charge code in the Sampling &
Andysis effort. A charge code wastitled wrong in FY 04, causing $769K to be misclassified as
Lab/Tech when it should have been Environmentd. In addition, D&D efforts reported as Mission work
in FY 0-4 were moved to Mission support for fY 05 and Agreement in Principle cost paid by the Site
Office was added to BWXT'stotal cost beginning in FY 05 and split between Environmenta and
Safety/Hedth categories.

SAFETY AND HEALTH

The primary cause of theincreaseis aresult of increased support in Authorization Basis for nuclear
facilities, including Integrated Implementation Plan for Technical Safety Requirements. [n addition,
Nuclear Safety Officers were previoudy reported under Facilities Management based on the work
breakdown structure, but have been moved to Safety for the FY 05 report. A third factor involves
Agreement in Principle cost paid by the Site Office. Beginning in FY 05 this cost has been added in to
BWXT’ stotd cost and split between Environmenta and Safety/Hedlth categories.

FACILITIESMANAGEMENT

The focus for FY 2005 has been more on new construction projects and upgrades versus the expense
projects that were reflected in this category in FY2004. The decrease reflected hereis offset by smilar
increases in Capital/Congtruction.

SAFEGUARDS AND SECURITY

Increased functiond costs for Security are primarily attributable to the purchase of additiona protective
force equipment required to implement the 03 Design Basis Threat (DBT); technology deployment, as
directed by headquarters; and continued support of the complex-wide Integrated Cyber Security
Initiative (ICSl). Asdtated in last year's report, it isimportant to note that the Security functiond costs,
as defined by this report, are not indicative of the Safeguards & Security Program.

LABORATORY/TECHNICAL SUPPORT

A portion of this decrease was due to Metrology nonlabor funding beting diverted to support Tooling
Re-dat activities. The remaining perceived decrease is the result of correcting thetitle of acharge
code in the Sampling & Anaysseffort. A charge code wastitled wrong in FY 04, causing $769K to
be misclassfied as Lau/Tech when it should have been environmentd.
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TAXES

The percelved increase to taxesis Smply areturn to norma spending. A refund was received from the
State of Texas for franchise tax in FY 2004 for overpayment of taxes in years 2000 through 2002,
skewing the datafor FY 2004.

LDRD / PDRD / SDRD
Funding reductions and scope increases in the programs funding PDRD in FY 05 necessitated a

reduction in the PDRD amount. Based on current funding projections, this lower rate will also be

gppied to future years.

CAPITAL CONSTRUCTION
Additiona scope was added for facility improvements in Y2005 and capita equipment purchases were
up as aresult of Security DBT requirements.

COST SAVINGSINITIATIVES

in lieu of dedicated fire watch. Engineering revised
the compensatory requirements to having a
temporary fire pand monitor the water flow and
UV detectorsin the cdls.

($in 000's)
INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR
($in 000's)
Eliminated project 997 | Evauation of the “Hush and Flow” requirement for Angie Viner
toingdl drainers HE facilities determined thet ingdlation of the
Srainers was not required. Thisresulted in the
elimination of the project to ingdl srainersfor the
HE fadlities
Fire Watch 466 | Implemented temporary fire pands and fire patrols Angie Viner
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Trendsin Total Support Cost by Functional Categories
Princeton Plasma Physics L ab/Princeton Univer sity ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY2004 FY 2005 2001To  2001To
FY 2005 FY 2005

Total Costs 76,097 73,904 66,456 75,117 81,158 5,061 6.7%

Capital Construction 5,729 5,220 5,398 12,297 16,671 10,942 191.0%

Total CostsLess Construction 70,368 68,684 61,058 62,820 64,487 -5,881 -8.4%

Total Support Costs 34,371 33,957 31,970 32,766 35,367 996 2.9%

Mission Direct Operation 35,997 34,727 29,088 30,054 29,120 -6,877 -19.1%

Mission Direct Operation as % of Total Cost 47.3% 47.0% 43.8% 40.0% 35.9%

Capital Construction as% of Total Cost 7.5% 7.1% 8.1% 16.4% 20.5%

Total Support Cost as% of Total Cost 45.2% 45.9% 48.1% 43.6% 43.6%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 45.2% 45.9% 48.1% 43.6% 43.6%

TOTAL SUPPORT COST 34,371 33,957 31,970 32,766 35,367 996 2.9%

TOTAL GENERAL SUPPORT as% of TOTAL 14.3% 14.9% 16.9% 14.1% 15.8%

TOTAL GENERAL SUPPORT 10,866 11,016 11,205 10,595 12,847 1,981 18.2%
EXECUTIVE DIRECTION 757 786 817 809 808 51 6.7%
HUMAN RESOURCES 1,037 958 1,036 960 790 -247 -23.8%
CFO 1,225 1,294 1,333 1,405 1,307 82 6.7%
PROCUREMENT 601 655 555 635 648 47 7.8%
LEGAL 35 -78 0 0 0 -35 -100.0%
CENTRAL ADMIN SERVICES 232 173 214 203 204 -28 -12.1%
PROGRAM/PROJECT CONTROL 692 677 739 705 664 -28 -4.0%
INFORMATION OUTREACH 2,908 3,142 3,125 2,925 2,982 74 2.5%
INFORMATION SERVICES 3,155 3,322 2,981 2,890 2,391 -764 -24.2%
OTHER 224 87 405 63 3,053 2829 1,262.9%

TOTAL MISSION SUPPORT as% of TOTAL 27.7% 27.5% 27.2% 25.7% 24.2%

TOTAL MISSION SUPPORT 21,095 20,331 18,065 19,271 19,620 -1,475 -7.0%
ENVIRONMENTAL 1,214 1,107 0 0 0 -1,214 -100.0%
SAFETY AND HEALTH 2,711 2,580 1,555 1,852 1,798 -913 -33.7%
FACILITIESMANAGEMENT 2,580 3,280 3,334 3,387 3,473 893 34.6%
MAINTENANCE 7,100 6,215 7,144 6,461 6,699 -401 -5.6%
UTILITIES 3,899 3,273 2,348 3,554 3,788 -111 -2.8%
SAFEGUARDS AND SECURITY 1,055 1,409 1,346 1,598 1,485 430 40.8%
LOGISTICS SUPPORT 760 844 872 797 732 -28 -3.7%
QUALITY ASSURANCE 518 497 454 626 657 139 26.8%
LABORATORY/TECHNICAL SUPPORT 1,258 1,126 1,012 996 988 -270 -21.5%

TOTAL SITE SPECIFIC as% of TOTAL 3.2% 3.5% 4.1% 3.9% 3.6%

TOTAL SITE SPECIFIC 2,410 2,610 2,700 2,900 2,900 490 20.3%
MANAGEMENT/INCENTIVE FEE 2,410 2,610 2,700 2,900 2,900 490 20.3%
TAXES 0 0 0 0 0 0.0%
LDRD / PDRD / SDRD 0 0 0 0 0 0.0%
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SITE PROFILE
Princeton Plasma Physics L ab/Princeton University

SITE OVERVIEW AND CHARACTERISTIC
BACKGROUND

The Princeton Plasma Physics Laboratory (PPPL) is a Collaborative Nationa Center for plasmaand
fuson science. Its primary mission isto develop the scientific understanding and key innovations
which will lead to an attractive fuson energy source. Thisresearch program is carried out in close
collaboration with other nationa and internationa indtitutions. Associated missons a PPPL include
conducting world-class research along the broad frontier of plasma science and providing the highest
qudlity of scientific education.

PPPL is managed by Princeton University. The Laboratory is Sited on 88 acres of Princeton
University’s James Forrestal Campus, about four miles from the main campus. There are two Stes at
the Laboratory: C-Site that houses most of the Laboratory’ s workforce and the smaller experimental
devices, and D-Site which is the Ste of the National Spherica Torus Experiment (NSTX) that began
operationsin FY1999. D-Sitewasinitidly constructed for the Tokamak Fusion Test Reactor
(TFTR) that ceased operationsin FY1997. TFTR was decommissioned between FY 2000 and

FY 2002, on schedule and under budget. Design and fabrication of anew fusion device, the Nationa
Compact Stellarator Experiment, commenced in FY 2003 with first plasma planned for FY 2008.

PPPL’s FY 2005 funding was gpproximately $81 million, of which approximately $75.3 million was
provided from the Office of Fusion Energy Sciences, approximately $3.3 million from other DOE
programs, and approximately $2.4 million from other federal agencies, non-federal sponsors and
other DOE laboratories. The Laboratory costed gpproximately $82 million during FY 2005. As of
September 30, 2005, the number of regular employees at PPPL was gpproximately 395, not
including approximately 20 subcontractors and limited duration employees, 40 graduate students, and
vigting research deff.

ANALY SIS OF CHANGE IN SUPPORT COSTS FROM PRIOR YEARS

Although PPPL’s Totd Costsincreased by $8.6 million in FY 2004 as aresult of an increasein
funding for anumber of PPPL’sfusion projects, there was not a significant increase in Tota
Functiona Support Costs ($.8 million increase from FY 2003). For FY 2005, Tota Functiond
Support Costs were $35.4 million, an increase of $2.6 million over FY2004. However, PPPL
conducted a VVoluntary Separation Program (V SP) in FY 2005 and the $2.9M in severance costs
associated with this program was included in the “ Other” General Support category. Excluding these
saverance costs, the Total Functiona Support Costs for FY 2005 were $.3 million less the FY 2004.

In FY 2005, the “Other” category totaed $3,053K and consisted of Serverance/Termination
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SITE PROFILE
Princeton Plasma Physics L ab/Princeton University

($2,911K), Labor Rate Variance ($11K) and Miscellaneous ($131K).

Tota Functiona cogtsincreased by approximately $2.6 million from FY 2004 to FY2005. This
increase consists of a$2.3 million increase in Generd Support costs and an increase of $.3 millionin
Mission Support costs.

Mission Support Costs include both infrastructure costs and costs thet are determined by PPPL’s
experimenta program, such as eectricity costs for operating experimental devices. Therefore, the
percentage of Misson Support Coststo tota costs may fluctuate from one fisca year to the next
primarily as aresult of the nature of the research program being conducted in each fisca year.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

HUMAN RESOURCES

The decrease in Human Resources costs in FY 2005 is due to lower sdary codts resulting from staffing
changes. Two employees were replaced with lower compensated staff. A third employee who
terminated in late FY 2004 was not replaced.

OTHER
PPPL conducted a Voluntary Separation Program (VSP) in FY 2005 and the $2.9M in severance costs
associated with this program was included in the “ Other” Generd Support category.

COST SAVINGSINITIATIVES
($in 000's)

INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT

PER YEAR

($in 000's)
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Princeton Plasma Physics L ab/Princeton University

Ealy Retirement

900

Staff Regtructuring:

PPPL invested in aSgnificant restructuring initiative
during FY 2005 by offering Laboratory staff having
aminimum of 10 years of service and being in
excess of 55 years old the opportunity to retire and
receive the standard severance benfit included in
the PPPL Personnel Practices Manud. The
intention of thisinitiative was to offer highly
compensated gtaff the opportunity to retire early, in
order that the Laboratory would be able to hire
less costly replacements or cover the workload of
the pogition being vacated by alocating the
workload to other, exigting positions.

Twenty-nine staff accepted the Laboratory’s
offer and retired early. Most of these staff
terminated on 1 June 2005; the mgority of the
remaning staff terminated on or before 30
September 2005. Laboratory management
expects to replace approximately 18 of these
positions with lower compensated steff; therefore,
gpproximately 11 of the affected postions will not
be replaced. PPPL expectsto redize recurring
annua savings of gpproximately $2.5 million,
commencing in FY 2006. PPPL redized
approximately $.9 million of savingsin FY2005. It
is expected that these savings will be achieved
without a Significant corresponding adverse impact
on the Laboratory’ s operations. The total
Sseverance payment made, including statutory
benefits, was approximatey $2.9 million. Thus, the
payback period for the investment made for this
program will be approximatdy 1.15 years.

Martin
Straka
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Princeton Plasma Physics L ab/Princeton University

Home Data 48 | Reimbursement of Home Data Communication Martin
Communication Lines Straka
Lines In FY 2005 PPPL changed its policy on the

reimbursement of home data communication lines.
PPPL no longer reimburses employees for home
datalines. The estimated annud savings from this
changeis approximately $48 thousand.
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Trendsin Total Support Cost by Functional Categories

Rocky Flats/K aiser-Hill ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY2004 FY 2005 2001To  2001To
FY 2005 FY 2005

Total Costs 633,337 631,083 703,999 649,696 667,960 34,623 5.5%

Capital Construction 2,173 2,214 0 0 3 -2,170 -99.9%

Total Costs L ess Construction 631,164 628,869 703,999 649,696 667,957 36,793 5.8%

Total Support Costs 289,423 245,188 239,536 162,624 191,343 -98,080 -33.9%

Mission Direct Operation 341,741 383,681 464,463 487,072 476,614 134,873 39.5%

Mission Direct Operation as % of Total Cost 54.0% 60.8% 66.0% 75.0% 71.4%

Capital Construction as% of Total Cost 0.3% 0.4% 0.0% 0.0% 0.0%

Total Support Cost as % of Total Cost 45.7% 38.9% 34.0% 25.0% 28.6%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 45.7% 38.9% 34.0% 25.0% 28.6%

TOTAL SUPPORT COST 289,423 245,188 239,536 162,624 191,343 -98,080 -33.9%

TOTAL GENERAL SUPPORT as% of TOTAL 9.4% 7.4% 6.8% 7.4% 8.3%

TOTAL GENERAL SUPPORT 59,513 46,497 47,792 48,050 55,413 -4,100 -6.9%
EXECUTIVE DIRECTION 3,910 915 520 1,472 1,307 -2,603 -66.6%
HUMAN RESOURCES 3,493 1,674 1,697 3,531 3,291 -202 -5.8%
CFO 9,935 4,474 4,130 3,498 2,810 -7,125 -71.7%
PROCUREMENT 3,291 2,372 2,279 2,674 1,674 -1,617 -49.1%
LEGAL 1,160 1,336 1,795 1,110 1,174 14 1.2%
CENTRAL ADMIN SERVICES 3,397 5,277 5,010 2,641 3,923 526 15.5%
PROGRAM/PROJECT CONTROL 6,562 4,329 4,092 6,334 5,103 -1,459 -22.2%
INFORMATION OUTREACH 1,618 2,189 2,108 888 770 -848 -52.4%
INFORMATION SERVICES 15,830 13,785 11,563 10,259 7,422 -8,408 -53.1%
OTHER 10,317 10,146 14,598 15,643 27,939 17,622 170.8%

TOTAL MISSION SUPPORT as% of TOTAL 32.5% 27.5% 20.6% 14.4% 8.8%

TOTAL MISSION SUPPORT 205,944 173,834 144,744 93,677 58,561 -147,383 -71.6%
ENVIRONMENTAL 14,902 13,740 12,786 9,671 12,043 -2,859 -19.2%
SAFETY AND HEALTH 47,149 42,207 33,350 16,566 13,145 -34,004 -72.1%
FACILITIESMANAGEMENT 32,462 15,420 9,979 15,927 5,408 -27,054 -83.3%
MAINTENANCE 33,587 32,712 22,092 9,762 6,713 -26,874 -80.0%
UTILITIES 9,840 10,289 8,846 1,615 1,862 -7,978 -81.1%
SAFEGUARDS AND SECURITY 44,055 42,845 43,835 29,621 11,694 -32,361 -73.5%
LOGISTICS SUPPORT 9,118 5,043 3,167 3,607 2,456 -6,662 -73.1%
QUALITY ASSURANCE 1,455 2,035 1,998 665 241 -1,214 -83.4%
LABORATORY/TECHNICAL SUPPORT 13,376 9,543 8,691 6,243 4,999 -8,377 -62.6%

TOTAL SITE SPECIFIC as% of TOTAL 3.8% 3.9% 6.7% 3.2% 11.6%

TOTAL SITE SPECIFIC 23,966 24,857 47,000 20,897 77,369 53,403 222.8%
MANAGEMENT/INCENTIVE FEE 23,966 24,857 47,000 20,897 77,369 53,403 222.8%
TAXES 0 0 0 0 0 0 0.0%
LDRD / PDRD / SDRD 0 0 0 0 0 0 0.0%
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SITE PROFILE
Rocky Flats/K aiser-Hill

SITE OVERVIEW AND CHARACTERISTIC

The Rocky Hats Environmenta Technology Site is aformer nuclear weapons production sSte. The
6300-acre ste, 15 miles from downtown Denver, was originaly constructed in the 1950’ s to
manufacture nuclear wegpons components. Plutonium manufacturing operations were suspended in
1989 due to safety and environmental concerns, and then terminated in early 1992.

The Rocky Fats Site continued to accelerate Site closure in FY 2005.  During FY 2005, there was
areduction in costsin nearly dl of the Generad Support and Misson Support categories primarily due
to staff reductions as buildings were physically closed and removed and final waste shipments were
made. There was an increase in severance costs as aresult of the staff reductions. Fee payments to
the contractor aso increased as the Site neared completion. Under the provisions of the Site Closure
Contract, gpproximately 50% of provisona fee earnings were held back againg find physica
completion of the project.

The Decontamination and Decommissioning of more than 3.4 million square feet of Stefacilitiesis
now complete. The Rocky Hats Site facility contractor declared Physical Completion of the closure
project on October 13, 2005. The scope of work under the Rocky Fats Closure Project Basdline
was achieved with no fatdities and no life-threatening injuries. Physicd completion is more than one
year ahead of schedule and more than half abillion dollars under cogt.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

CFO
Staff reductions were madein al organizations. There was aso an over-recovery of fringe pool (credit
to cost) in FY 05.

PROCUREMENT
Staff reductions were made due to remova of buildings and completion of procedure updates.

CENTRAL ADMIN SERVICES
There was an increase to DOE-RFPO support for records management,Independent Verification &
Vdudion, ste radiation survey (hdicopter flyover and andysis).

INFORMATION SERVICES
Computer hardware and software were upgraded in FY04. In FY 05 there were staff reductionsin
applications management and customer service.

OTHER
In FY 05 there was an increase in severance costs due to staff reductions.
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ENVIRONMENTAL
Waste certification costs increased in FY 05 due to increased waste volumes.

SAFETY AND HEALTH
There were numerous completions of assessmentsin FY04. Staff reductions were dso made in these
departments due to a smdler site workforce.

FACILITIESMANAGEMENT
A reduction in the gte footprint (Sgnificant reduction in the number of Ste buildings and utilities)caused
the reduction in facility management coss.

MAINTENANCE
A reduction in the Site footprint (Sgnificant reduction in the number of Ste buildings, building/ste darm
systems, and vehicle/equipment fleet)caused the reduction in Site maintenance costs.

SAFEGUARDS AND SECURITY
Once SNM removal was completed and the Protective Areawas closed, there was areduction in early

FY 05 of the security force and operations.

LOGISTICS SUPPORT
The Building 551 warehouse was physicaly closed in FY 05 which resulted in staff reductions.

QUALITY ASSURANCE
In early FY 05, the shipment of TRU waste was completed which resulted in the reduction of qudity
assurance cogsts.

LABORATORY/TECHNICAL SUPPORT
Building 559 and Building 881 laboratories were physicaly closed and removed in FY 05 which resulted
in g&ff reductions.

MANAGEMENT/INCENTIVE FEE

Under the provisions of the Site Closure Contract, approximately 50% of provisiona fee earnings were
held back againgt final physical completion of the project. Asthe contractor neared completionin
2005, fee paymentsincreased. On 12 December 2005, Kaser-Hill submitted their invoice for the
balance of the performance incentive fee based upon a physica completion date of 13 October 2005.

COST SAVINGSINITIATIVES
($in 000's)
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INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR
($in 000's)
(None)
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Trendsin Total Support Cost by Functional Categories
Sandia National L ab/L ockheed Martin ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 2001 To 2001 To
FY 2005 FY 2005

Total Costs 1,492,505 1,698,646 1,944,556 2,193,341 2,273,769 781,264 52.3%

Capital Construction 75,723 94,291 192,109 264,797 219,298 143,575 189.6%

Total CostsLess Construction 1,416,782 1,604,355 1,752,447 1,928,544 2,054,471 637,689 45.0%

Total Support Costs 507,152 552,719 651,575 718,044 755,103 247,951 48.9%

Mission Direct Operation 909,630 1,051,636 1,100,872 1,210,500 1,299,368 389,738 42.8%

Mission Direct Operation as % of Total Cost 60.9% 61.9% 56.6% 55.2% 57.1%

Capital Construction as% of Total Cost 5.1% 5.6% 9.9% 12.1% 9.6%

Total Support Cost as % of Total Cost 34.0% 32.5% 33.5% 32.7% 33.2%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as % of TOTAL COST 34.0% 32.5% 33.5% 32.7% 33.2%

TOTAL SUPPORT COST 507,152 552,719 651,575 718,044 755,103 247,951 48.9%

TOTAL GENERAL SUPPORT as% of TOTAL 12.7% 12.1% 13.0% 12.4% 12.4%

TOTAL GENERAL SUPPORT 189,621 205,004 253,663 272,516 282,871 93,250 49.2%
EXECUTIVE DIRECTION 19,759 24,464 25,817 23,574 24,124 4,365 22.1%
HUMAN RESOURCES 24,356 27,061 28,780 28,412 29,143 4,787 19.7%
CFO 10,384 12,388 9,223 10,431 11,006 622 6.0%
PROCUREMENT 11,650 10,096 14,223 14,728 15,638 3,988 34.2%
LEGAL 5,385 5,640 5,501 5,315 6,043 658 12.2%
CENTRAL ADMIN SERVICES 13,997 14,208 14,942 15,745 15,953 1,956 14.0%
PROGRAM/PROJECT CONTROL 6,788 2,320 35,904 46,087 55,332 48,544 715.1%
INFORMATION OUTREACH 13,359 13,209 14,762 15,215 15,697 2,338 17.5%
INFORMATION SERVICES 81,025 94,905 103,679 113,066 105,703 24,678 30.5%
OTHER 2,918 713 832 -57 4,232 1,314 45.0%

TOTAL MISSION SUPPORT as% of TOTAL 12.7% 12.0% 11.9% 12.1% 12.2%

TOTAL MISSION SUPPORT 189,055 203,969 230,616 266,071 276,616 87,561 46.3%
ENVIRONMENTAL 1,014 1,362 1,022 1,585 1,707 693 68.3%
SAFETY AND HEALTH 29,772 32,040 33,805 32,944 39,140 9,368 31.5%
FACILITIESMANAGEMENT 60,077 71,259 88,261 95,093 102,712 42,635 71.0%
MAINTENANCE 30,605 32,406 30,530 37,278 37,511 6,906 22.6%
UTILITIES 21,793 21,157 20,875 19,036 21,180 -613 -2.8%
SAFEGUARDSAND SECURITY 33,111 31,564 43,143 67,242 61,118 28,007 84.6%
LOGISTICS SUPPORT 12,683 14,181 12,342 12,063 12,523 -160 -1.3%
QUALITY ASSURANCE 0 0 638 830 725 725 100.0%
LABORATORY/TECHNICAL SUPPORT 0 0 0 0 0 0 0.0%

TOTAL SITE SPECIFIC as% of TOTAL 8.6% 8.5% 8.6% 8.2% 8.6%

TOTAL SITE SPECIFIC 128,476 143,746 167,296 179,457 195,616 67,140 52.3%
MANAGEMENT/INCENTIVE FEE 16,788 18,367 23,143 24,288 24,726 7,938 47.3%
TAXES 51,168 53,958 57,128 63,575 68,883 17,715 34.6%
LDRD /PDRD / SDRD 60,520 71,421 87,025 91,594 102,007 41,487 68.6%
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SITE PROFILE
Sandia National L ab/Lockheed Martin

SITE OVERVIEW AND CHARACTERISTIC

SandiaisaNational Security Laboratory operated for the U.S. Department of Energy by the Sandia
Corporation, a Lockheed Martin Company. We design dl non-nuclear components for the nation's
nuclear weapons, perform awide variety of energy research and development projects, and work on
assignments that respond to national security threats -- both military and economic. We encourage
and seek partnerships with gppropriate U.S. industry and government groups to collaborate on
emerging technologies that support our misson.

Misson Statement

Sandia Nationd Laboratories provides scientific and engineering solutions to meet nationa needsin
nuclear wegpons and related defense systems, energy security, and environmentd integrity, and to
address emerging nationd challenges for both government and industry. As a Department of Energy
National Laboratory, Sandiaworks in partnership with universities and industry to enhance the
Security, prosperity, and well being of the nation.

Attributes of SNL — FY 04 approximations

4 mgjor sites (Albuquerque, NM; Livermore, CA; Tonopah Test Range, NV; Kauai Test Range, HI)
Acresof land — 188,327

Number of buildings— 1,287

Building square footage — 6,452,000

Number of buildings leased — 46

Leased building square footage — 329,000

Employees— 8,586

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

EXECUTIVE DIRECTION
The $550K increase from FY 2004 to FY 2005 is due primarily to the implementation of the contractor
assurance system, arequirement of the prime contract

HUMAN RESOURCES

The $731K increase from FY 2004 to FY 2005 was due primarily to an increase in costs for the " Get
and Respply Peopl€’ program which is designed to create more operating space for savera human
resource aress.
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CFO
The $576K increase from FY 2004 to FY 2005 is due to increased cost in the controller's organization

PROCUREMENT
The increase in procurement costs from FY 2004 to FY 2005 was due to an increased budget used to

full buyer postions vacant in FY 2004.

LEGAL
The $729K increase from FY 2004 to FY 2005 is primarily aresult of increased outside cousel costs
caused by alarger volume of litigation.

PROGRAM/PROJECT CONTROL

The $9.2 Million increase is due to increases in Program Management in our Nuclear Wesgpons (NW),
and Military Technologies & Applications (MTA) strategic management units. These increases
bolstered severd programmiatic areas including but not limited to Department of Defense Systems
Anayss Center, Operations and Compliance, and Industrial Relations.

INFORMATION SERVICES

The $7.3 Million decrease from FY 2004 to FY 2005 was due to contract labor costs previoudy being
charged to the Specid Projects area of the facilities service center were moved to a holding project to
more accurately capture these costs causing in large part the $7.3 drop in costs.

OTHER

Two eements made up the $4.2 Million increase in Other. Firgt, in response to an FY 05 potentia audit
finding by KPMG, Sandia accrued $3.68M in procurement card costs in order to comply with Cost
Accounting Standards and Generdly Accepted Accounting Principles. Additiondly, accounts
receivable wrote off $1.3 Million in receivables.

ENVIRONMENTAL
The increase from FY 2004 to FY 2005 was due to an increase in costs due to a priority of facilities
cogsincurred in the latter half of FY 2005

SAFETY AND HEALTH

Theincrease of $6.1 Million from FY 2004 to FY 2005 was due to severa eements. Firg, extra
expenditures went toward full-time staffing of emergency personne for emergency management, as well
asfor corrective action related to the DOE/OA audit. Next, an ES&H Assurance System and adata
warehouse were implemented. Findly, amost $3 Million went to program improvements in the Safety
Bassarea
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FACILITIESMANAGEMENT
The $10.7 Million increase from FY 2004 to FY 2005 was due to an increase in capital construction,
renovation, and demoalition projects.

UTILITIES
The $2.1 Million increase from FY 2004 to FY 2005 was due to an increase in fuel costs coupled with
acolder winter during the firgt half of FY 2005.

SAFEGUARDS AND SECURITY

The $6.1 Million decrease in costs was due to mgjor purchases, capital expenditures, and labor costs
which were needed in FY 2004 to meet the '03 Design Basis Threet requirements. These activities
were reduced in FY 2005 and many other activities were reclassified from S& Sto IES as aresult of
the new cogting principles and guiddines.

QUALITY ASSURANCE
The decrease in cogts from FY 2004 to FY 2005 was due to methodology change in quality assurance
data gathering.

TAXES
The $5,307K increase from FY 2004 to FY 2005 is due to an increase in the New Mexico Gross
Receipts Tax which isaresult of an increasein totd lab costs

LDRD / PDRD / SDRD
The $10,413K from FY 2004 to FY 2005 in LDRD isdueto an increase in lab total costs.

CAPITAL CONSTRUCTION

The decrease in capital equipment between FY 2004 and FY 2005 was the result of completion of the
acquisition of Sandias new Red Storm Computer in FY 2004. The decrease in congtruction revenueis
due to the completion of several construction projectsin FY 2004. These include: the Distributed
Information Systemn Lab in Sandia Cdifornia; the modernization of communications infrastructure; and
the first phase of arevitalization of test capabilities at Sandia New Mexico. In Amarillo, Texas, at the
Pantex Facility, Sandia dso completed congtruction of the Wegpons Evaluation Test Lab.

COST SAVINGSINITIATIVES

($in 000's)
INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR
($in 000's)
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Disease Risk Mgmt 113 | The Disease Risk Management Clinic, apilot John Valdez
Clinic--Preventive program in which afocus on preventive medicine
Medicine with services being provided by the clinic rather
through traditiona providers, resulted in a savings
of $112,520. This represents cost savings over
the same services provided through Sandia's hedlth
plan.
Leadership Series 59 | Trangtiond |ES Leadership Seriesto video John Valdez
Sreaming resulting in a$59K savings. The SNL
documentation shows that $59K in costs was not
incurred in FY 2005.
Reduction of 150 |Reduction in Strip Account Users-Anaysis based John Vadez
Personndl to on the June figures show areductionin T& T
Manage Trave Strip workload of 1320 hours per year. Another
Acct assessment will be done in October to provide
further savings detalls. It was anticipated that a
savings of two personnel ($150K) would be
achieved with dimination of most account users
from 5000 to about 300.
Contract for Cisco 350 | Contract modified to partialy sdf-insure resulting John Vadez
Network equipment in Savings of $350K. Documentation shows
modified origind contract amount by line itemswhich
amounts to $349,203 versus the same contract
amount by line items with items being dropped
from contract at $499,178, resulting in a cost
savings of $350K ($849,203-$499,178).
Closure of 900 | SNL closed the Coronado Club at the start of FY John Vddez
Coronado Club 2005 resulting in a cost savings of $900,000
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Trendsin Total Support Cost by Functional Categories
Savannah River/Westinghouse & Wackenhut ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY2004 FY 2005 2001 To  2001To
FY 2005 FY 2005

Total Costs 1,477,045 1,503,323 1,593,028 1,531,255 1,597,448 120,403 8.2%

Capital Construction 196,684 183,300 161,509 104,796 68,871 -127,813 -65.0%

Total Costs L essConstruction 1,280,361 1,320,023 1431519 1426459 1,528,577 248,216 19.4%

Total Support Costs 690,810 740,484 786,185 802,684 870,063 179,253 25.9%

Mission Direct Operation 589,551 579,539 645,334 623,775 658,514 68,963 11.7%

Mission Direct Operation as % of Total Cost 39.9% 38.6% 40.5% 40.7% 41.2%

Capital Construction as% of Total Cost 13.3% 12.2% 10.1% 6.8% 4.3%

Total Support Cost as% of Total Cost 46.8% 49.3% 49.4% 52.4% 54.5%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 46.8% 49.3% 49.4% 52.4% 54.5%

TOTAL SUPPORT COST 690,810 740,484 786,185 802,684 870,063 179,253 25.9%

TOTAL GENERAL SUPPORT as% of TOTAL 11.3% 11.5% 11.4% 11.0% 13.5%

TOTAL GENERAL SUPPORT 167,112 172,990 181,502 168,899 215,593 48,481 29.0%
EXECUTIVE DIRECTION 7,039 8,186 7,133 7,095 7,361 322 4.6%
HUMAN RESOURCES 13,096 13,051 13,462 13,778 13,669 573 4.4%
CFO 13,306 13,379 14,180 13,205 13,353 a7 0.4%
PROCUREMENT 13,299 13,719 14,861 11,711 15,158 1,859 14.0%
LEGAL 5,742 4,205 6,089 4,222 3,626 -2,116 -36.9%
CENTRAL ADMIN SERVICES 17,793 18,334 20,417 18,799 19,123 1,330 7.5%
PROGRAM/PROJECT CONTROL 35,743 37,681 37,366 37,819 41,920 6,177 17.3%
INFORMATION OUTREACH 5,344 5,381 4,072 5,073 5,607 263 4.9%
INFORMATION SERVICES 55,758 56,040 59,190 48,312 47,256 -8,502 -15.2%
OTHER -8 3,014 4,732 8,885 48,520 48,528 606,600.0%

TOTAL MISSION SUPPORT as% of TOTAL 31.3% 32.5% 32.0% 33.2% 33.7%

TOTAL MISSION SUPPORT 461,833 489,303 509,105 508,494 538,724 76,891 16.6%
ENVIRONMENTAL 26,126 26,430 27,340 24,972 21,673 -4,453 -17.0%
SAFETY AND HEALTH 116,805 125,613 114,215 110,972 126,978 10,173 8.7%
FACILITIESMANAGEMENT 33,894 35,288 45,227 41,137 39,318 5,424 16.0%
MAINTENANCE 105,434 109,168 120,135 123,801 133,417 27,983 26.5%
UTILITIES 42,828 43,359 45,700 45,437 46,521 3,693 8.6%
SAFEGUARDS AND SECURITY 64,791 74,830 81,536 86,495 87,924 23,133 35.7%
LOGISTICS SUPPORT 19,665 21,957 23,602 21,828 28,307 8,642 43.9%
QUALITY ASSURANCE 27,658 25,788 21,719 24,552 24,182 -3,476 -12.6%
LABORATORY/TECHNICAL SUPPORT 24,632 26,870 29,631 29,300 30,404 5,772 23.4%

TOTAL SITE SPECIFIC as% of TOTAL 4.2% 5.2% 6.0% 8.2% 7.2%

TOTAL SITE SPECIFIC 61,865 78,191 95,578 125,291 115,746 53,881 87.1%
MANAGEMENT/INCENTIVE FEE 61,894 78,191 95,505 124,870 115,746 53,852 87.0%
TAXES -29 0 73 421 0 29 100.0%
LDRD / PDRD / SDRD 0 0 0 0 0 0 0.0%
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Savannah River/Westinghouse & Wackenhut

SITE OVERVIEW AND CHARACTERISTIC

The Savannah River Site (SRS) is a unique ste comprised of blended and interdependent missions
critically linked to both Department of Energy (DOE) and Nationd Nuclear Security Administration
(NNSA) drategic gods. The office of Environmenta Management (EM) missions currently comprise
approximately 80% of the gte' s efforts and involve:

- Stabilization and consolidation of legacy nuclear materids
- Long term stewardship and protection of stabilized and packaged nuclear materids
- Closure and dleanup of dl remaining EM facilities

Severd EM fadilities, such asthe H Canyon Complex and Site wadte trestment facilities are dso
processng NNSA legacy nuclear materids including highly enriched uranium and waste from the
tritium facilities. Other NNSA missons are being evauated or planned such as the Mixed Oxide Fuel
(MOX) and the Ait Disassembly and Conversion Fecility.

Common infrastructure and waste handling and trestment facilities serve these and other smdler
entities such as the United States Forestry Service and the University of Georgia Ecology Laboratory,
adso located a SRS, At present, the landlord infrastructure of the Site is provided by the Office of
Environmenta Management.

During the past three years, the DOE Office of Environmenta Management has prioritized misson
activities and provided contractor incentives to accelerate closure and cleanup goals. Emphasisis
placed on:
- consolidation of materials and operations,
elimination of hazards with high control codts,
reduction of “hotel loads’ associated with maintaining the operationa status of nuclear facilities
with redundant cgpabilities, and
reduction of landlord infrastructure not needed to support current or future Ste missions.

The complex covers 198,344 acres, or 310 square milesin three countiesin South Caroling,
bordering the Savannah River. The site was congtructed during the early 1950s to produce basic
materials used in nuclear wegpons, primarily tritium and plutonium-239.

At FY 05 year-end, 11,199 full time equivaent (FTES) personnel were employed on site. This
included 9,707 FTEs for WSRC (includes the four mgjor contractors) and 854 WSl FTEs.

Current Line Item activity indudes the following:
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Tritium Extraction Facility (TEF) — will provide for extraction capabilities for both the
Commercid Light Water Reactor and Accelerated Production of Tritium concepts (LI
98-D-125).

Pit Disassembly and Conversion Facility - provides support to LANL A/E on
Government Furnished Design for infrastructure design, congtruction planning, and
acquisition planning support for the project (LI 99-D-141).

Mixed Oxide Fud Fabrication Facility (MOX FFF) — will 1) mix surplus wegponsgrade
plutonium oxide from the pit disassembly and conversion process with depleted uranium
oxide, 2) form MOX fud pellets, 3) fabricate MOX fud assemblies (MOX fud), and 4)
ship completed fud assemblies to existing domestic commercia nuclear reactors for
irradiation (99-D-143).

Glass Waste Storage Building #2 — provides a structure containing four safety class
underground vaults and facilities for the storage of high level waste canisters. The Glass
Waste Storage Building vaults and canister supports are safety class and the vaults are
aso safety sgnificant as defined by DOE nuclear design requirements. Thisisa DOE
managed project with the Krog Company as the prime contractor. WSRC provides
support to this Line Item such as engineering, operationd tie-ins, readiness, etc.

3013 Container Surveillance and Storage Capability - provides long-term capability for
survelllance of 3013 containers in accordance with the DOESTD-3013, including the
ability to re-stabilize and re-package any off-normal materias detected during
surveillance,

[I. HIGHLIGHTS OF TRENDS

The SRS Functiona Support Cost Report combines costs for Westinghouse Savannah River
Company (WSRC) and Wackenhut Services, Incorporated (WSl) into an integrated report. Tota
Functiona Support Costs for WSRC from FY 01 to FY 05 increased by $157.3M or 25.3%.

WSRC entered into a Workforce Restructuring program during FY 05, required to realign and reduce
the workforce due to EM mission changes. The Workforce Restructuring program reflected an
anticipated reduction of up to 2,000 Full Service Employees over FY05 and FY06. Of thistotd,
approximately 1,200 reductions occurred in FY 05. This had asignificant effect on the Genera
Support category, since Workforce Restructuring costs are reflected in this area under “Other”. The
total impact for FY 05 due to this action aone was approximately $47M, with additiona coststo be
reflected in this category in FY 06 for the find phase of the Workforce Restructuring plan.
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Mission Support cost increases occurred in two primary areas — Maintenance and Safeguards &
Security. In FY 04, a change was implemented based on recommendations by DOE and approved
by Congress to fund EM projects providing extension of life expectancy until cleanup was completed
from operating rather than capita. This resulted in many activities being categorized as maintenance
when funded with operating funds rather than Mission Direct when previoudy funded from capital. In
addition, the emphasis on Safeguards & Security as aresult of 9/11 has resulted in Sgnificant
increases in this functiond cost category.

Since FY 01, WSRC' s required pension contributions have risen steadily. FY 01 required no
contribution, FY 02, FY 03, FY 04 and FY 05 contributions were $16M, $68M, $84M and $110M
respectively. The FY 06 pension contribution forecast is $141M. Thiscog isincluded in dl
functiona cost categories and results in increases across the board from FY 01 to FY05. Findly, a
new contract, negotiated in FY 03, has resulted in WSRC taking on significant risk with accelerated
cleanup activities which is reflected in the revised fee structure.

After adjusting for the extraordinary costs of Work Force Restructuring, required pension
contributions, changesin fee structure, and other noted changes, WSRC' s core Functiona Support
Costs held steady from FY 01 to FY05. This compares to an increase in the consumer price index of
14.3% over the same period. With WSl included, the Total Functiona Support Costs reflected an
increase of $179.3M or 25.9%.

During FY 03, WSRC underwent a mgjor reorganization to focus emphasis on accelerated cleanup
and projectized ste activities. WSRC worked closdly with the customer to eliminate and/or reduce
requirements to streamline and improve operations. Thisis evident by the postive trend for Misson
Direct which increased by $69M (11.7%).

Overdl, the FY 05 actud costs (excluding Workforce Restructuring) are within 3% of plan. The trend
andyssfollows

Generd Support

The overdl change from FY 01 to FY 05 was an increase of $48M (29%). This net increase reflects
the issues discussed above and a combination of other increases and decreases with significant

changes highlighted.
1. Other ($48.5M) FY01-FY 05 trends show the significant increase in cost associated with

workforce restructuring increased inventory write-offs associated with the Decontamination &
Decommissioning (D& D) Program.
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2. Program/Project Planning & Control ($6M) shows the impact of classification changes
recommended by the FY 05 Peer Review and costs associated with Waste Incidentd to
Reprocessng (WIR) and the Sdt Program. Due to the WIR and Waste Determination process,
a planning organization was established to ensure the effective coordination of these activities,
increasing this category of Functional Cost.

Mission Support

This areareflected an upward trend from FY 01 to FY 05 of $76.9M (16.6%). There were major
decreases in severd categories that partidly offset the overal increase. The following information
explains the sgnificant changes for the trend period.

1. Maintenance ($28M) reflected a 26.5% increase caused primarily by achangein the
requirements for capital projects. In FY 04, Congress and DOE agreed that certain capital
projectsin Closure were only providing extensons of life expectancy for buildings/facilities until
cleanup could be completed and should be changed to operating projects. Some Closure
projects that were formerly capital are now categorized as operating. Some of the effort that was
once considered and captured in the Capital/Congtruction category has now been identified as
Maintenance. This change evolved as projects initiated under the old rules were completed and
new projects were started. In addition some increases were caused by classification changes
recommended by the FY 05 Peer Review

2. Intotal Safeguards & Security ($23.1M) reflected a 35.7% increase. The WSI increase was
$19.2M and the WSRC increase was $3.9M. These increases are primarily due to increased
saffing associated with K Area Materid Storage (KAMYS), Heightened Security, FB-Line, and
PU Stabilization. In addition to the increased saffing, WSI-SRS entered into a new Collective
Bargaining Unit Agreement with the Union in FY 02.

3. Logidtics ($8.6M) reflected an increase of 44.0%. The primary driver for theincreasein logistics
support is related to WSRC' s efforts to reduce the site footprint and accelerate clean up. Costs
for this category include transportation costs for ongte relocation of displaced workers and
support space. As F-Area and other Site areas prepare for deactivation and demoalition,
equipment excess activities have increased dso. Additionally Logigtics shows the impact of
classfication changes recommended by the FY 05 Peer Review.

4. Laboratory/Technical Support ($5.8M) reflected a significant increase of 23.4% due to incresses
in analytical services, sampling andyses and technical support services for acceerated cleanup
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and mission activities.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

PROCUREMENT

In FY 05, GAO requested a Peer Review of functiona cost to ensure consistency across the complex
for reporting of fucntiona cost. The procurment increase of $3.5M or 29.4% reflects the impact of
classfication changes of : contract admin accountability from executive cogt to procurement; strategic
sourcing groups from logistic to procurement; procurement engineering management to procurement.

OTHER

The mgority of the 39.6M increase or 446.1% was caused by SR had a workforce restructure that
occurred in May and Sep of FY 05. Additional costs were incurred for inventory write-offs that was
asociated with Decontamination and Decommissioning during the yesr.

LOGISTICS SUPPORT

In FY 05, GAO requested a Peer Review of functiona cost to ensure consistency across the complex
for reporting of fucntional cost. Increase of 3.5M or 5.9%

Fue from Safety & Hedlth or Misson Direct to Logidtics.

MANAGEMENT/INCENTIVE FEE

WSRC's contract has gone through a significant evolution snce FY01. The most recent changes,
completed in FY 03, resulted in increased fee opportunities as aresult of the contractor accepting
ggnificantly increased risk associated with clean up activities.

COST SAVINGSINITIATIVES
($in 000's)

INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT

PER YEAR

($in 000's)
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Admingtration

1,600

» Automate the Remote Scanning Notification,
Routing and Approva Process Streamline Nuclear
Material Management (NMM) Procedure
Revison Process

» Streamline Site Fire Protection (SFP)
Procedure Revision Process

» Dedgn Services Required Reading Process

» Reduce Training Documentation

* Automate the WSRC Number |ssuance
Database (5-FILE)

»  Six Sigma Program Performance Tracking

» Consolidated Assessment Process (CAP) -
Standardization of Objectives

» Proactive Reduction of Classfied Removable
Electronic Media

o  Adminigration of Written Exams— Defense
Waste Processing Facility (DWPF)

*  Reduce DWPF Schedule change
Implementation Form (SCIF) Review and
Approvd Time

o Streamlining the Substance Abuse Testing with
DOE Orders and Federd Regulations

»  Optimize Oracle ingances

» Cugomer Response Center Staffing Analyss
o Streamline the Laboratory Department
Training and Procedure Process

* Reduce Information Technology (1T) Support
of PassPort

» Reducethe Cycle Timefor the Scientific &
Technicad Information Process

* Reduction of Mircrogtation Software licenses
* Improve Defense Programs (DP) Operations
Procedure Quality

» Adminigration of Operationd Evauations

* Right-szing DP Sdf Assessment Program

» Liquid Wadgte Dispogtion (LWD) Sdf -
Assessment |mprovement

Dave Cook
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Construction

6,000

*  Reduce Component Location Identifier (CLI)
Processng Cycle Time

» Condgruction-Design Interface (CDI) Process,
Construction

* Reduce Cost of Radiography

* PipeBendsvs Fittings

» Improve Process for Managing & Staging
Condruction Fidld Materids

* Improve Shop Order process efficiency

»  Jumper Fabrication Process Improvement

* Reducethe Radiologicad Adjustment Factors
for Congtruction Work Activities

» Condruction Preventive Maintenance (PM)
Program Cost Reduction

» Reduce the Percentage of Solvent-Based
Coatings

* Reducethe Cost of Ice/Water Services

Dave Cook

Desgn

4,000

* Reduce Totd Ingtdled Costs (TIC) of Hanger
Supports

*  Wadte Salidification Design Optimization

» Congruction-Design Interface (CDI) Process,
Dedgn

* Incresse Divison-Managed Modification
(DMM) Design Amendments Incorporated using
Computer Aided Drawing Design (CADD) Files
e Jumper Design Process Improvement

*  Operations Busness Unit (OBU) Design
Optimization #01

» Desgn Optimization — Actinide Remova
Process (ARP) Enhancement at 241-96H

» Desgn Optimization - Waste Remova
Projects

» Desgn Optimization — Modular Caustic Side
Solvent Extraction Unit (MCU) Organic Solvents
* DWPF Actinide Sudge Receipt Tank (ASRT)
Project Design Optimization

Dave Cook
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Closure &
Environmentd
Restoration

13,800

e Decommissioning End Points for Aits,
Basements, and Basins

* F Closure Deactivation Environmenta Process
* AreaCompletion

* Improvements to the Map Production Process
for the Resource Conservation and Recovery Act
(RCRA) Corrective Action Reports

* Reducing the Remediation Cost of the X-001
Outfdl Drainage Ditch

» Soil & Groundwater Engineering
Reorganization

» Evauation of RCRA-"Liged" Statuson
Monitoring Wells a the Mixed Waste
Management Facility (MWMF)

» Reducing the Remediation Cost of the TNX
Outfdl Ddta

* Soil and Groundwater Closure Project
(SGCP) Functiond & Support Restructuring

* L-Area Southern Groundwater
Characterization

* Reduction of P Reactor Groundwater
Andyticd Data Verification and Vaidation

*  Process Improvementsin the RCRA
Permitting Process - GSA Projects

e Optimization of Site D&D and SGCP Work
Scope

» Reduce Costs of Fecility & Project Specific
Environmentd Compliance Support

Dave Cook

Radiologica Control
(RadCOn), Safety &
Hedlth

400

*  Reduce RadCon Hahitibility surveysin L-Area
» Safety Documentation Streamlining

» Preventive Maintenance (PM) Reduction to
Safety Lights/Exit Signs based on observed
reliability

» Contamination Area Roll Back

» Glovebox Glove changeout

Dave Cook
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Operations

7,800

o Competitive Services Study — Laboratory
Services Department (L SD) Non-Nuclear
Operations & Maintenance

* Reduce Cycle Timefor Oxide Processng in
the F Button (FB) Line

* Reduce High-Efficiency Particulate Air
(HEPA) Filter Monthly Surveillance

» DWPF Request for Engineering Assistance
(REA) Process

» Liquid Waste Evaporator Overheads Pulse
Height Andyzer (PHA) Sampling Reduction

» Cog Reduction and Production Improvements
for the Genera Separations Area (GSA)
Corrective Action Reports (CARS)

*  Optimize Productivity in Tank Farmsto Meet
Sdt Min Gate Schedule

» High Liquid Leve Conductivity Probe
(HLLCP) Alarm Setpoints Process Improvement
* Liquid Waste Digposition Project (LWDP)
Instrument Scaling and Setpoint Control Program
* Desgn Transuranic (TRU) Waste drum liquid
dispogition process— Design For Sx Sgma
(DFSS)

» Stack Monitoring PM Reductions

»  Optimize the process and resources for
Shidded Cdlls Operations

Dave Cook

Procurement

3,800

»  Streamlining and Improving the Externa
Supplier Audit Process

* Reduce the Number of Supplier Survelllance
Representative Trips

Portable Equipment Commodity Management
Center (PECMC) Excessing Process

* Right-szing PECMC Forklifts Pool

*  Optimize 234-H Noncommercia Packaging &
Shipping Process

* Red Property Asset Management
Implementation — Design For Six Sigma (DFSS)

Dave Cook
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Trendsin Total Support Cost by Functional Categories
Stanford Linear Accelerator Center/Stanford Univ. ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY2004 FY 2005 2001To  2001To
FY 2005 FY 2005

Total Costs 209,673 235,352 238,531 263,766 269,840 60,167 28.7%

Capital Construction 41,414 46,418 55,195 63,028 65,295 23,881 57.7%

Total Costs L ess Construction 168,259 188,934 183,336 200,738 204,545 36,286 21.6%

Total Support Costs 51,937 57,159 56,268 59,434 67,257 15,320 29.5%

Mission Direct Operation 116,322 131,775 127,068 141,304 137,288 20,966 18.0%

Mission Direct Operation as % of Total Cost 55.5% 56.0% 53.3% 53.6% 50.9%

Capital Construction as% of Total Cost 19.8% 19.7% 23.1% 23.9% 24.2%

Total Support Cost as % of Total Cost 24.8% 24.3% 23.6% 22.5% 24.9%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 24.8% 24.3% 23.6% 22.5% 24.9%

TOTAL SUPPORT COST 51,937 57,159 56,268 59,434 67,257 15,320 29.5%

TOTAL GENERAL SUPPORT as% of TOTAL 11.4% 10.9% 10.7% 10.1% 10.2%

TOTAL GENERAL SUPPORT 23,968 25,735 25,590 26,693 27,626 3,658 15.3%
EXECUTIVE DIRECTION 2,955 2,910 2,759 2,898 3,013 58 2.0%
HUMAN RESOURCES 1,982 2,330 2,168 2,455 2,555 573 28.9%
CFO 3,503 3,555 4,205 4,565 5,057 1,554 44.4%
PROCUREMENT 1,918 2,053 1,974 1,802 1,980 62 3.2%
LEGAL 94 98 99 102 104 10 10.6%
CENTRAL ADMIN SERVICES 736 927 619 730 768 32 4.3%
PROGRAM/PROJECT CONTROL 1171 1,293 1,284 1,259 1,075 -96 -8.2%
INFORMATION OUTREACH 2,082 2,841 2,793 3,123 3,147 1,065 51.2%
INFORMATION SERVICES 6,702 6,773 6,414 6,404 6,289 -413 -6.2%
OTHER 2,825 2,955 3,275 3,355 3,638 813 28.8%

TOTAL MISSION SUPPORT as% of TOTAL 13.3% 13.4% 12.9% 12.4% 14.7%

TOTAL MISSION SUPPORT 27,969 31,424 30,678 32,741 39,631 11,662 41.7%
ENVIRONMENTAL 2,718 2,163 2,235 3,559 2,876 158 5.8%
SAFETY AND HEALTH 5,205 5,802 5,330 5,775 7,609 2,404 46.2%
FACILITIESMANAGEMENT 2,134 2,312 1,980 2,182 2,334 200 9.4%
MAINTENANCE 5,976 6,374 6,346 7,040 7,097 1,121 18.8%
UTILITIES 8,189 10,619 10,533 8,964 14,641 6,452 78.8%
SAFEGUARDSAND SECURITY 1,690 1,859 1,922 2,023 2,121 431 25.5%
LOGISTICS SUPPORT 1,895 2,086 2,153 3,005 2,759 864 45.6%
QUALITY ASSURANCE 162 209 179 193 194 32 19.8%
LABORATORY/TECHNICAL SUPPORT 0 0 0 0 0 0 0.0%

TOTAL SITE SPECIFIC as% of TOTAL 0.0% 0.0% 0.0% 0.0% 0.0%

TOTAL SITE SPECIFIC 0 0 0 0 0 0 0.0%
MANAGEMENT/INCENTIVE FEE 0.0%
TAXES 0.0%
LDRD / PDRD / SDRD 0.0%
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SITE PROFILE
Stanford Linear Accelerator Center/Stanford Univ.

SITE OVERVIEW AND CHARACTERISTIC

|. Background
The Stanford Linear Accderator Center was founded in 1962 as anationa user facility for high
energy physics using eectron beamsin atwo-mile linear accderator. SLAC is dedicated to research
in photon science, particle physics and particle astrophysics. About 3000 scientists from universities,
industry, and other research ingdtitutions around the world are active in the using the research facilities
a SLAC. The DOE Office of Science provides dmogt al of SLAC sfunding. SLAC isoperated
for the DOE by Stanford University under a Management and Operating Contract.
SLAC islocated on the San Francisco Peninsulain Menlo Park, Cdifornia, west of the main Stanford
campus. The SLAC dte occupies 426 acres leased by DOE from Stanford University at no fee.
There are about 150 buildings and structures on site. At the end of FY 2005, gtaffing level a SLAC
was about 1,550.
SLAC smgor facilities are world-class and include:
Theworld slargest linear accelerator (Linac), ddivering 50 billion volts (50 GeV) eectron
(including polarized eectron) and positron beams;
The PEP-1I B Factory, a state-of-the-art asymmetric eectron-positron collider and
associated particle detector for the production and research of B mesons,
A 3 GeV dectron storage ring (SPEARS), recently upgraded to a third-generation light
source, for the production of ultraviolet and x-ray for use in synchrotron radiation research;
A large concrete shielded building for experiments with Sationary targets;
Two mgor accderator physics R& D facilities testing subsystems and features for future
accelerators.
The Sub-Picosecond Pulse Source (SPPS) producing <100 femtosecond pul ses of
Spontaneous x-ray radiation
Under congtruction: the world' sfirst x-ray free eectron laser, the Linac Coherent Light
Source (LCLS), to be operationa in 2009.
Mission: Discovery, Training, Sefety

Photon Science Discoveries
To make discoveriesin photon science at the frontiers of the ultrasmall and ultrafast in awide
spectrum of physicd and life sciences

Particle and Particle Astrophysics Discoveries
To make discoveriesin particle and astroparticle physics to redefine humanity’ s understanding of
what the universe is made of and the forces that control it

Operate Safely; Train the Best
To operate a safe laboratory that employs and trains the best and brightest, hel ping to ensure the
future economic strength and security of the nation
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SITE PROFILE
Stanford Linear Accelerator Center/Stanford Univ.

. Trends

Functional Support Costs increased 30% between FY 2001 and FY 2005 and 13% between FY
2004 and FY 2005. Theratio of Functiona Support Cost to Total Site Cost was decreasing
annually from FY 2000 through FY 2004, but increased from 22.5% in FY 2004 to 24.9%in
FY2005. The primary cause of the higher ratio was asignificant (71%) increase in the cost of
electrical power, from $8.1M in FY 2004 to $13.8M in FY 2005, without acommensurate increase in
funding from the Office of Science programs. As aresult, to maintain operations of the research
fedilities, there had to be an involuntary layoff of about 70 staff in 2005, primarily in the High Energy
Physics program area.

Although power rates have steadily increased over the years, the expiration of favorable long term
electrica power contracts at the end of calendar year 2004 caused the FY 2005 power ratesto be
more than double those of FY2004. The average power rate for SLAC in FY 2006 is expected to
be higher by another 15%. DOE procures power for the 3-Lab consortium (SLAC, LBNL, LLNL)
through competitive bids. More than 90% of the eectrical power consumption at SLAC is
“process’ power for the operation of the experimenta facilities for scientific research. Annud
electrical power consumption is heavily dependent on the experimentad facilities that are in operation
and the duration of experimentd runs during the fiscal year. Asaresult of the SPEARS upgrade with
operation at higher current and the PEP-11 B-Factory luminosity upgrade, electrica power
consumption will continue to increase during the next few years. Based on the current experimenta
program plans, the FY 2006 power costs are estimated to be $22M, 60% higher than FY 2005.
Therefore, the “ Utilities’ Functiona Cost will continue to increase sgnificantly and it will have an
adverse impact on the ratio of Functional Support Cost to Total Site Cost.

Another Functiond Cogt areawith an increasing trend at SLAC is Safety and Hedth. SLAC isin the
midst of completing the corrective actions associated with the OSHA Audit of February 2004. In
addition, other items to enhance worker safety are continualy being identified and implemented.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

SAFETY AND HEALTH

In FY 2005, Safety and Hesalth costs have risen $1,832K or 32% from FY 2004. The increase was
associated with OSHA Audit corrections and other worker safety enhancements (+$600K), the new
chemica management services subcontract ($330K), increased training, development of a corrective
action tracking system, and recategorization of safety and health cogts from the Executive Direction and
Program/Project Planning and Control categories.

230



SITE PROFILE
Stanford Linear Accelerator Center/Stanford Univ.

UTILITIES

The Utilities cogt in FY 2005 was $5,677K or 63% higher than in FY 2004. The dominant component
(94%) is dectrica power used to run the accel erators and associated facilities for the experimental
research programs. Natura gas, water, sewer and sanitary waste disposal costs are aso included.
Power costsincreased $5,695K. Details are discussed in Section 11, Trends.

COST SAVINGSINITIATIVES

($in 000's)
INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR
($in 000's)

(None)
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Trendsin Total Support Cost by Functional Categories
Strategic Petroleum Reserve/DynM cDer mott Petroleum ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY2004 FY 2005 2001To  2001To
FY 2005 FY 2005

Total Costs 125,370 135,079 138,423 114,956 105,331 -20,039 -16.0%

Capital Construction 0 0 0 0 0 0 0.0%

Total Costs L ess Construction 125,370 135,079 138,423 114,956 105,331 -20,039 -16.0%

Total Support Costs 88,330 91,116 87,550 79,510 80,957 -7,373 -8.3%

Mission Direct Operation 37,040 43,963 50,873 35,446 24,374 -12,666 -34.2%

Mission Direct Operation as % of Total Cost 29.5% 32.5% 36.8% 30.8% 23.1%

Capital Construction as% of Total Cost 0.0% 0.0% 0.0% 0.0% 0.0%

Total Support Cost as % of Total Cost 70.5% 67.5% 63.2% 69.2% 76.9%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 70.5% 67.5% 63.2% 69.2% 76.9%

TOTAL SUPPORT COST 88,330 91,116 87,550 79,510 80,957 -7,373 -8.3%

TOTAL GENERAL SUPPORT as% of TOTAL 20.5% 17.1% 16.9% 19.6% 18.8%

TOTAL GENERAL SUPPORT 25,731 23,113 23,372 22,496 19,803 -5,928 -23.0%
EXECUTIVE DIRECTION 294 260 434 357 325 31 10.5%
HUMAN RESOURCES 1,336 1,259 1,196 1,159 1,657 321 24.0%
CFO 1,969 1,797 1,922 1,737 1,811 -158 -8.0%
PROCUREMENT 1,918 1,957 1,945 1,495 1,503 -415 -21.6%
LEGAL 754 532 611 657 418 -336 -44.6%
CENTRAL ADMIN SERVICES 993 698 760 610 572 -421 -42.4%
PROGRAM/PROJECT CONTROL 4,748 4,930 5,072 4,516 4,040 -708 -14.9%
INFORMATION OUTREACH 2,362 1,852 2,467 1,927 842 -1,520 -64.4%
INFORMATION SERVICES 11,357 9,828 8,965 10,038 8,599 -2,758 -24.3%
OTHER 0 0 0 0 36 36 100.0%

TOTAL MISSION SUPPORT as% of TOTAL 44.3% 44.8% 40.5% 43.1% 51.9%

TOTAL MISSION SUPPORT 55,596 60,539 55,998 49,516 54,654 -942 -1.7%
ENVIRONMENTAL 2,213 2,350 2,410 2,203 2,386 173 7.8%
SAFETY AND HEALTH 3,138 2,500 2,694 2,499 2,915 -223 -7.1%
FACILITIESMANAGEMENT 716 1,015 1,437 1,158 728 12 1.7%
MAINTENANCE 29,464 27,410 25,106 20,473 22,012 -7,452 -25.3%
UTILITIES 2,903 2,600 2,159 2,975 5,416 2,513 86.6%
SAFEGUARDS AND SECURITY 11,824 19,988 18,288 16,904 17,928 6,104 51.6%
LOGISTICS SUPPORT 3,679 2,955 2,294 2,197 2,171 -1,508 -41.0%
QUALITY ASSURANCE 1,659 1,721 1,610 1,107 1,098 -561 -33.8%
LABORATORY/TECHNICAL SUPPORT 0 0 0 0 0 0 0.0%

TOTAL SITE SPECIFIC as% of TOTAL 5.6% 5.5% 5.9% 6.5% 6.2%

TOTAL SITE SPECIFIC 7,003 7,464 8,180 7,498 6,500 -503 -7.2%
MANAGEMENT/INCENTIVE FEE 7,003 7,316 7,970 7,295 6,203 -800 -11.4%
TAXES 0 148 210 203 297 297 100.0%
LDRD / PDRD / SDRD 0 0 0 0 0 0 0.0%
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SITE PROFILE
Strategic Petroleum Reser ve/DynM cDer mott Petroleum

SITE OVERVIEW AND CHARACTERISTIC
Background

The Strategic Petroleum Reserve (PSR) was established in 1975 in response to the 1973 Arab ail
embargo. Itisauthorized by the Energy Policy and Conservation Act (EPCA) (Public Law 94-463),
and by the comprehensive energy plans of dl Adminigtrations since 1975, in recognition of the
long-term dependence of the United States on imported crude oil and petroleum products.

The United States (U.S.) isamember of the Internationa Energy Agency (IEA), which requires
member nations to maintain stocks of crude oil in the public and private sectors. TheU. S. rdiesona
combination of ail in the SPR and private socks to meet its oil storage obligations to the IEA.

Our mission isto maintain a state of readiness to respond to a Presidentia order to drawdown the
SPR emergency crude oil stockpile. The SPR maintainsagod of being drawdown ready within 13
days of natification. The most important accomplishments during FY 2005 were reaching the 700
million barrdl mark and surviving severa hurricanes. The SPR has stockpiled 700.7 million barrels of
oil and is currently filling the SPR with Roydty-in-Kind ail, which is being diverted to increase the
inventory. Additiondly, due to recent hurricanes 7.0 million barrels of the current inventory has been
lent to oil companies (carried as accounts receivables on SPR books) and will be repaid with interest
over the next saverd months.

The SPR’s Operating and Maintenance contractor has one project management office and four
operation and maintenance sites. The operation and maintenance sites are listed below.

Bryan Mound located in east Texas near the city of Freeport.

254 million barrels of crude oil can be stored in the Site's 20 caverns.

73 people are employed at the Site as of September 2005.

The gite contains 232.1 million barrels of oil in storage as of September 30, 2005.
The ste congsts of 54 buildings.

Big Hill islocated in east Texas near the city of Beaumont.

170 million barrels of crude oil can be stored in the Site€'s 14 caverns.

85 people are employed at the Site as of September 2005.

The gite contains 168.9 million barrels of oil in storage as of September 30, 2005.
The ste conssts of 43 buildings.

Bayou Choctaw is located in centrd Louisananear the city of Baton Rouge.
76 million barrels of crude oil can be stored in the St€'s 6 caverns.
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SITE PROFILE
Strategic Petroleum Reser ve/DynM cDer mott Petroleum

48 people are employed at the Site as of September 2005.
The ste contains 70.2 million barrels of oil in storage as of September 30, 2005.
The ste congsts of 30 buildings.

West Hackberry isin Southwest Louisiana near the city of Lake Charles.

227 million barrels of crude il can be stored in the Ste's 22 caverns.

86 people are employed at the Site as of September 2005 including atraveling workover crew.
The ste contains 222.6 million barrels of oil in storage as of September 30, 2005.

The ste congsts of 30 buildings.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

HUMAN RESOURCES
The FY 2004 Peer Review moved training activities from Information Outreach to Human Resources.

LEGAL
The FY 2004 Peer Review moved workers compensation contained in legal in 2004, but distributed to

graight time labor for FY 2005.

INFORMATION OUTREACH

The FY 2004 Peer Review moved Higtoricaly Black Colleges and Universities (HBCU) from Human
Resources to Information Outreach. Additiondly, HBCU activity was Sgnificantly reduced from the
FY 2004 activity.

OTHER
The FY 2004 Peer Review moved auto ligbility insurance and liability insurance for the BC parking lot
contained in lega in 2004, but moved to Generd Support - Other in FY 2005.

FACILITIESMANAGEMENT
The NO warehouse was moved to Stennis at a Sgnificant reduction in renta cost.

UTILITIES
The FY 2004 Peer Review identified Bryan Mound power paid by DOE as a cost that should be
included in the DM Functional Cost Report, which was donein FY 2005.

TAXES
DM has received unearned revenue and is paying state income and franchise taxes for the multi-year

cost reduction.

COST SAVINGSINITIATIVES
($in 000's)
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Strategic Petroleum Reser ve/DynM cDer mott Petroleum

INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR
($in 000's)
Guard Force 973 | The guard force contract was re-competed in FY Sheron Lee
2005 at alower rate.
Eliminate Mall 41 | It was determined that the effort required to man Sheron Lee
Room Contractor the mail room could be provided within the current
headcount while sill providing the same services.
SO Lead Auditor 41 |An approved DM ingtructor will provide the ISO Sheron Lee
Traning Lead Auditor Training usng Stetraining fadilities
and the test will be graded and monitored by an
authorized vendor. Oncethe DM employee
becomes certified, there will be no need to send
employees to vendor provided training. This
eliminates the need for related travel and
associated expenses.
Eliminate Ste 57 | Achieve alighting upgrade and regp benefits of Sheron Lee
Mercury Bulbs reduced energy consumption, reduced waste and

sgnificant cost avoidance. Thisinnovative
pollution prevention/energy efficient project
significantly reduced a waste stream, increased
mercury-containing product recycling,
incorporated “reuse”, afforded cost avoidance,
and benefited our community outreach program.
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Trendsin Total Support Cost by Functional Categories
West Valley/West Valley Nuclear Services ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY2004 FY 2005 2001To  2001To
FY 2005 FY 2005

Total Costs 112,039 81,817 103,616 103,586 70,786 -41,253 -36.8%

Capital Construction 0 0 0 0 0 0 0.0%

Total Costs L ess Construction 112,039 81,817 103,616 103,586 70,786 -41,253 -36.8%

Total Support Costs 53,239 38,836 43,170 44,455 31,486 -21,753 -40.9%

Mission Direct Operation 58,800 42,981 60,446 59,131 39,300 -19,500 -33.2%

Mission Direct Operation as % of Total Cost 52.5% 52.5% 58.3% 57.1% 55.5%

Capital Construction as% of Total Cost 0.0% 0.0% 0.0% 0.0% 0.0%

Total Support Cost as% of Total Cost 47.5% 47.5% 41.7% 42.9% 44.5%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 47.5% 47.5% 41.7% 42.9% 44.5%

TOTAL SUPPORT COST 53,239 38,836 43,170 44,455 31,486 -21,753 -40.9%

TOTAL GENERAL SUPPORT as% of TOTAL 17.1% 13.9% 11.4% 9.7% 10.3%

TOTAL GENERAL SUPPORT 19,198 11,352 11,809 10,060 7,296 -11,902 -62.0%
EXECUTIVE DIRECTION 723 536 497 468 371 -352 -48.7%
HUMAN RESOURCES 2,029 1,867 2,035 1,538 952 -1,077 -53.1%
CFO 1,274 1,290 1,436 1,193 934 -340 -26.7%
PROCUREMENT 1,276 1,167 1,009 1,002 834 -442 -34.6%
LEGAL 328 192 299 244 162 -166 -50.6%
CENTRAL ADMIN SERVICES 1,189 628 624 653 604 -585 -49.2%
PROGRAM/PROJECT CONTROL 1,157 1,388 1,678 1,237 766 -391 -33.8%
INFORMATION OUTREACH 1,143 1,221 1,563 1,453 955 -188 -16.4%
INFORMATION SERVICES 4,683 3,063 2,668 2,272 1,718 -2,965 -63.3%
OTHER 5,396 0 0 0 0 -5,396 -100.0%

TOTAL MISSION SUPPORT as% of TOTAL 21.2% 25.0% 22.9% 22.1% 24.5%

TOTAL MISSION SUPPORT 23,796 20,493 23,677 22,903 17,331 -6,465 -27.2%
ENVIRONMENTAL 1,851 1,679 1,328 1,485 1,047 -804 -43.4%
SAFETY AND HEALTH 7,181 6,490 7,552 7,621 5,620 -1,561 -21.7%
FACILITIESMANAGEMENT 1,786 1,605 2,260 1,353 1,110 -676 -37.8%
MAINTENANCE 4,025 4,011 4,773 4,717 3,703 -322 -8.0%
UTILITIES 3,037 2,011 2,340 2,074 2,052 -985 -32.4%
SAFEGUARDS AND SECURITY 1,484 1,293 1,666 1,591 1,104 -380 -25.6%
LOGISTICS SUPPORT 1,031 942 952 1,177 730 -301 -29.2%
QUALITY ASSURANCE 1,646 916 936 895 709 -937 -56.9%
LABORATORY/TECHNICAL SUPPORT 1,755 1,546 1,870 1,990 1,256 -499 -28.4%

TOTAL SITE SPECIFIC as% of TOTAL 9.1% 8.5% 7.4% 11.1% 9.7%

TOTAL SITE SPECIFIC 10,245 6,991 7,684 11,492 6,859 -3,386 -33.1%
MANAGEMENT/INCENTIVE FEE 10,026 6,780 7,571 11,478 6,859 -3,167 -31.6%
TAXES 219 211 113 14 0 -219 -100.0%
LDRD / PDRD / SDRD 0 0 0 0 0 0 0.0%
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SITE PROFILE
West Valley/West Valley Nuclear Services

SITE OVERVIEW AND CHARACTERISTIC
|. SteCharacteristics

The West Vdley Demongtration Project (WVDP) Act chartered the Department of Energy (DOE)
with, among other mandates, the task of solidifying the liquid high level waste (HLW) at the Western
New Y ork Nuclear Service Center (WNYNSC). The steisowned by New York State (NY S) and
administered through its agency, the New Y ork State Energy Research and Devel opment Authority
(NYSERDA). The WNYNSC isa 3,300 acre Ste located approximately 35 miles south of Buffalo,
New York. A commercid spent nuclear fuel reprocessing facility operated at the Ste from 1966 until
1972. Thisreprocessing facility occupied about 165 acres of the larger 3,300 acre tract. During its
operationd years, the facility was used to reprocess uranium and plutonium from spent nuclear fuel
(SNF), 60% of which originated from defense facilities. Spent Fuel reprocessing operations resulted
in gpproximately 600,000 galons of liquid HLW stored in underground tanks, which required
trestment, interim solidified waste storage and ultimate disposdl.

In 1980, the United States Congress passed the West Valey Demonstration Project Act (Public Law
96368), which authorized DOE to conduct a technology demonstration project to solidify the liquid
HLW. A subsequent decison was made by DOE to deveop vitrification technology as the process
to solidify the liquid HLW. In accordance with WVDP Act requirements, DOE aso has
respongbility for: 1) developing containers suitable for the permanent disposa of the solidified HLW
a an appropriate Federa repoditory; 2) transporting the HLW containers to the Federa repository;
3) disposing of low level waste (LLW) and transuranic (TRU) waste resulting from HLW
solidification; and 4) the decontamination and decommissioning of the tanks, hardware and facilities
used for HLW solidification. Under a separate agreement, the DOE aso had respongbility for 125
spent nuclear fud (SNF) assemblies Stored at the site. These assemblies have been removed from a
“wet” storage facility, placed into certified trangportation casks, and transferred to the then Idaho
Nationa Environmental and Engineering Laboratory (INEEL) site.

HLW solidification was performed in consultation with the U.S. Nuclear Regulatory Commission
(NRC) per aMemorandum of Understanding between the DOE and NRC, and consistent with a
Cooperative Agreement between DOE and NY SERDA. NY SERDA holdstitle to the WNYNSC
and the NRC license to operate the site. The NRC license was placed in abeyance while DOE
conducts the Project. DOE has exclusive use and possession of the WVDP premises (i.e.,230 acres)
and is respongble for maintaining these premises, managing environmenta risk, ensuring ste worker
and public safety, and accomplishing the scope of the WVDP Act as mandated by its implementing
agreements. Per the WVDP Act, NY SERDA is responghble for ten percent of WVDP costs.
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Mission

The prime management and operating contractor for the WVDP isthe West Valey Nuclear Services
Company (WVNSCO), which manages the facility according to a performance based contract.
During the time period encompassed by the Functiona Cost Report (FY 2001 to FY 2005), the
Project will have evolved from HLW waste processing engineering and find HLW
treatment/vitrification processing, through system deectivation, to the current decontamination,
dismantlement and waste management phase. There are Sgnificant chalenges being managed in order
to assure the Project has the required disciplines to support this evolutionary risk reduction process.

[I. Highlightsof Trends

The actua current year dollars spent for functiond costs decreased by approximately 41% from
$53,240K in FY 2001 to $31,490K in FY2005. Asthe work scope has evolved during the
functional cost reporting period from HLW processing to post-processing decontamination,
dismantlement, and waste management scopes, the Site has experienced sgnificant fluctuationsin
non-labor Mission related expenditures. In addition, direct employment levels have decreased from
695 full time equivadents (FTES) in FY 2001 to 352 FTESs by the end of FY 2005 as |abor resource
requirements evolved with the changing misson. Tota Project expenditures decreased 37% from
$112,040K in FY2001 to $78,780K in FY2005. This decrease reflects the overall trend and the
evolution to the Project’s current facility decontamination, dismantlement, and waste management
misson.

During FY 2005, the Project continued the evolution to a decontamination / waste management
oriented mission as evidenced by continued waste processing in the Remote Handled Waste Facility,
the remova of contaminated equipment from the vitrification facility and contaminated cdlsin the
former spent fuel process building, and a significant increase in processing, shipping and disposing of
legecy low level radioactive waste.

In FY2005, $1,420K of New York State Sales and Use tax was included as a part of the respective
functional cost categories, a decrease of $880K from the FY 2004 total of $2,300K which included
the settlement of the New Y ork State Department of Taxation and Finance tax audit finding regarding
the Remote Handled Waste Facility construction contract for $700K.

The FY 2005 WV DP tota functional cost decreased from $44,460K in FY 2004 to $31,490K, a
29% reduction.

[11. Analyssof Changein Support Costsfrom Prior Years

WVNSCO management has focused on safety during the trangition of the Project’s mission,
maintaining Voluntary Protection Program status throughout. From afunctiond cost reporting
perspective, WVNSCO comparesto Tota DOE EM functiona cost data. The DOE EM mission
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direct expenditure percentage is 57.0% as compared to 55.5% for WV DP Mission direct
expenditures. While the Genera and Mission Support Categories percentages are dightly higher than
last year, the project was experiencing a 32% reduction in funding prior to receiving approva for
workforce reduction actions.

Commensurate with the overdl ste funding reduction as the work-scope resource requirements have
evolved, WVNSCO has proactively been able to significantly reduce cogts through re-organization,
direct and subcontractor workforce restructuring, and consolidation, while maintaining safe
compliance with DOE Orders and operationa parameters.

V. Cost SavingsInitiatives

In addition to the overdl reductions due to the evolution of the misson and subsequent restructuring,
in FY 2005, the WV NSCO Project Control system recognized approximately $1,440K of cost
savings through budget management documentation. The cost savings were primarily associated with
planned activities detailed below.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

COST SAVINGSINITIATIVES

($in 000's)
INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR
($in 000's)
Sodium Bearing 340 | Operations labor savings redized by modifying
Waste Treatment design parameters of skid mounted waste
System trestment system utilized to solidify radioactive
sodium bearing liquid waste.
Environmenta 403 | Proactive negotiations with DOE and Subcontract
Compliance and environmenta services contractor (URS)
Laboratory Andysis eliminated $403K of expected expenditures.
Waste Containers 350 | Returned $200K of budget for procurement of
and Characterization new waste containers as repackaging efforts
generated containers which could be reused for
new waste sreams. Re-engineering of in-house
waste characterization methodology €iminated
$150K of planned subcontract characterization
labor.
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Safeguard and
Security

345

Elimination of inspection sations and ingalation of
video survelllance capability alowed subcontract
guard force restructuring for a reduction of $345K.
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Trendsin Total Support Cost by Functional Categories

WIPP/W estinghouse ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY2004 FY 2005 2001To  2001To
FY 2005 FY 2005

Total Costs 112,935 116,634 130,941 148,344 153,927 40,992 36.3%

Capital Construction 7,018 2,366 918 419 2,293 -4,725 -67.3%

Total CostsLess Construction 105,917 114,268 130,023 147,925 151,634 45,717 43.2%

Total Support Costs 55,314 54,793 55,424 53,882 58,802 3,488 6.3%

Mission Direct Operation 50,603 59,475 74,599 94,043 92,832 42,229 83.5%

Mission Direct Operation as % of Total Cost 44.8% 51.0% 57.0% 63.4% 60.3%

Capital Construction as% of Total Cost 6.2% 2.0% 0.7% 0.3% 1.5%

Total Support Cost as% of Total Cost 49.0% 47.0% 42.3% 36.3% 38.2%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as % of TOTAL COST 49.0% 47.0% 42.3% 36.3% 38.2%

TOTAL SUPPORT COST 55,314 54,793 55,424 53,882 58,802 3,488 6.3%

TOTAL GENERAL SUPPORT as% of TOTAL 20.1% 19.6% 16.7% 11.5% 9.3%

TOTAL GENERAL SUPPORT 22,672 22,845 21,871 17,102 14,354 -8,318 -36.7%
EXECUTIVE DIRECTION 939 1,340 531 679 476 -463 -49.3%
HUMAN RESOURCES 4,121 3,661 3,666 2,940 2,668 -1,453 -35.3%
CFO 2,648 1,747 1,886 1,970 1,456 -1,192 -45.0%
PROCUREMENT 1,421 1,289 1,376 1,005 1,079 -342 -24.1%
LEGAL 1,084 1,137 1,002 909 915 -169 -15.6%
CENTRAL ADMIN SERVICES 3,303 3,211 3,113 2,561 1,772 -1,531 -46.4%
PROGRAM/PROJECT CONTROL 2,118 1,829 1,828 2,149 1,661 -457 -21.6%
INFORMATION OUTREACH 2,911 2,593 2,036 1,271 1,133 -1,778 -61.1%
INFORMATION SERVICES 4,127 6,038 6,433 3,398 3,194 -933 -22.6%
OTHER 0 0 0 220 0 0 0.0%

TOTAL MISSION SUPPORT as% of TOTAL 18.1% 18.4% 17.8% 15.1% 16.1%

TOTAL MISSION SUPPORT 20,417 21,471 23,334 22,357 24,801 4,384 21.5%
ENVIRONMENTAL 2,075 2,201 1,883 1,645 1,686 -389 -18.7%
SAFETY AND HEALTH 3,711 3,442 5177 5,363 5,308 1,597 43.0%
FACILITIESMANAGEMENT 1,487 1,637 1,792 1,245 1,315 -172 -11.6%
MAINTENANCE 6,457 7,260 7,543 6,612 8,054 1,597 24.7%
UTILITIES 195 11 -21 730 1,207 1,012 519.0%
SAFEGUARDS AND SECURITY 2,571 2,892 3,150 3,007 3,532 961 37.4%
LOGISTICS SUPPORT 1,413 1,443 1,312 1,046 1,198 -215 -15.2%
QUALITY ASSURANCE 1,990 1,770 2,498 2,709 2,501 511 25.7%
LABORATORY/TECHNICAL SUPPORT 518 815 0 0 0 -518 -100.0%

TOTAL SITE SPECIFIC as% of TOTAL 10.8% 9.0% 7.8% 9.7% 12.8%

TOTAL SITE SPECIFIC 12,225 10,477 10,219 14,423 19,647 7,422 60.7%
MANAGEMENT/INCENTIVE FEE 6,679 5,256 6,215 8,871 14,315 7,636 114.3%
TAXES 5,546 5,221 4,004 5,552 5,332 -214 -3.9%
LDRD / PDRD / SDRD 0 0 0 0 0 0 0.0%
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SITE PROFILE
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SITE OVERVIEW AND CHARACTERISTIC

The Wadte |solation Pilot Plant, or WIPP, isthe world' s first underground repository licensed to
safely and permanently dispose of transuranic radioactive waste left from the research and production
of nuclear wegpons. After more than 20 years of scientific study, public input, and regulatory
struggles, WIPP began operations on March 26, 1999.

L ocated in the remote Chihuahuan Desert of Southeastern New Mexico, project facilities include
disposa rooms mined 2,150 feet underground in a 2,000-foot thick salt formation that has been
stable for more than 200 million years. Transuranic wasteis currently stored at Sites nationwide.
From these sites wagte is transported in NRC approved containersto the WIPP steswhere it is
unloaded, processed and disposed of in the mine.

Washington TRU Solutions, as the M& O contractor, is responsible for operations a the Waste
Isolation Pilot Plant (WIPP) and for integration, characterization, and disposa of legacy defense
transuranic (TRU) waste for the Nationd TRU Waste Program. WTS participates in a coordinated
approach to waste retrieval, characterization, transportation, and disposal activities at the associated
generator stes throughout the Department of Energy (DOE) complex. WTS employs the Central
Characterization Project (CCP) throughout the complex to assist in the efficient characterization,
certification, and trangportation of legacy TRU to WIPP.

At the end of Fisca Year 2005, WIPP has been in operation for 6 ¥2 years since March 1999.
Nearly 4000 shipments have been received with 31,726 m3 or 70,651 containers of TRU waste
emplaced in the facility. More than 4 million miles have been traveled safdly transporting waste
throughout the United States. Twelve DOE sites have been cleaned up of legacy TRU waste.

WTS recognizes that there are objectives associated with the DOE vision that will be consdered in
the management, integration, and operation of WIPP and in conducting legacy defense TRU waste
activities. These objectives are:

(i) Safety and Environmental Management Excellence — Protection of
the employees, the public and the environment;

(ii) Operationa Efficiencies— Pursue efficiencies in waste retrievd,
characterization, trangportation and disposdl;

(iii) Support to Small Quantity Sites (SQS) — Support the remova and
disposal of TRU waste from each SQS;
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(v)  Standardization Efficiencies— Develop astandardized and certified
characterization approach;

Through these objectives, the WTS contract god is to ship and dispose of 70% or 54,300 m3 of the
legacy TRU waste in the DOE complex by 2010.

Trends

WTStotal costs for FY 05 in support of the above mission were $154M. WTS spent 61.8% or
$95.1M in misson-direct activities. Mission-support activities represented 16.11% or $24.8M. An
increase in mission support activities percentage from FY 04 is due to higher safeguards and security
costs as WIPP began classified waste disposal and due to increased maintenance and utility costs as
wadte digposa throughputs increased. WTS continued to reduce Generd Support costs which
represented 9.32% or $14.35M. Site Specific Support represented the remaining 12.76% or
$19.6M which increased due to a change to an incentive based contract which rewarded increased
throughput. Therefore, total support costs were 38.2% of the total costs.

Cod Savings Initiatives.
Cog savings have resulted from WTS aggressively reducing adminigirative support costs which
resulted in 2.2% or $2.7M reduction in genera support costs.

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

COST SAVINGSINITIATIVES

($in 000's)
INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR
($in 000's)

(None)
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Trendsin Total Support Cost by Functional Categories

Y-12/BWXT ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY2004 FY 2005 2001To  2001To
FY 2005 FY 2005

Total Costs 612,775 639,618 725,690 739,880 823,985 211,210 34.5%

Capital Construction 9,945 22,194 83,199 75,863 97,529 87,584 880.7%

Total Costs L ess Construction 602,830 617,424 642,491 664,017 726,456 123,626 20.5%

Total Support Costs 311,388 357,497 425,704 441,438 498,083 186,695 60.0%

Mission Direct Operation 291,442 259,927 216,787 222,579 228,373 -63,069 -21.6%

Mission Direct Operation as % of Total Cost 47.6% 40.6% 29.9% 30.1% 27.7%

Capital Construction as% of Total Cost 1.6% 3.5% 11.5% 10.3% 11.8%

Total Support Cost as % of Total Cost 50.8% 55.9% 58.7% 59.7% 60.4%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as % of TOTAL COST 50.8% 55.9% 58.7% 59.7% 60.4%

TOTAL SUPPORT COST 311,388 357,497 425,704 441,438 498,083 186,695 60.0%

TOTAL GENERAL SUPPORT as% of TOTAL 11.9% 12.0% 12.4% 13.1% 15.2%

TOTAL GENERAL SUPPORT 72,655 76,904 89,909 96,766 125,423 52,768 72.6%
EXECUTIVE DIRECTION 4,636 1,950 2,424 2,437 6,493 1,857 40.1%
HUMAN RESOURCES 6,784 5,772 13,503 16,787 23,907 17,123 252.4%
CFO 10,152 9,530 9,704 9,543 9,331 -821 -8.1%
PROCUREMENT 3,146 3,524 4,550 5,613 7,428 4,282 136.1%
LEGAL 1,982 2,489 3,393 2,901 3,801 1,819 91.8%
CENTRAL ADMIN SERVICES 7,299 8,724 12,661 12,977 11,581 4,282 58.7%
PROGRAM/PROJECT CONTROL 5,996 12,389 16,538 19,657 21,265 15,269 254.7%
INFORMATION OUTREACH 1,461 1,717 2,223 2,463 3,447 1,986 135.9%
INFORMATION SERVICES 29,092 28,747 23,727 24,752 37,005 7,913 27.2%
OTHER 2,107 2,062 1,186 -364 1,165 -942 -44.7%

TOTAL MISSION SUPPORT as% of TOTAL 36.1% 40.1% 42.3% 43.2% 40.8%

TOTAL MISSION SUPPORT 221,164 256,386 307,095 319,970 335,843 114,679 51.9%
ENVIRONMENTAL 8,547 6,072 8,381 7,191 9,743 1,196 14.0%
SAFETY AND HEALTH 42,543 43,139 49,487 52,232 44,860 2,317 5.4%
FACILITIESMANAGEMENT 6,140 8,759 14,367 16,963 20,970 14,830 241.5%
MAINTENANCE 49,797 62,211 85,061 83,915 82,168 32,371 65.0%
UTILITIES 38,129 39,654 40,321 41,918 41,981 3,852 10.1%
SAFEGUARDS AND SECURITY 48,981 64,945 75,049 85,050 98,509 49,528 101.1%
LOGISTICS SUPPORT 3,064 4,211 7,340 5,562 7,266 4,202 137.1%
QUALITY ASSURANCE 10,263 14,040 12,334 12,227 11,195 932 9.1%
LABORATORY/TECHNICAL SUPPORT 13,700 13,355 14,755 14,912 19,151 5,451 39.8%

TOTAL SITE SPECIFIC as% of TOTAL 2.9% 3.8% 4.0% 3.3% 4.5%

TOTAL SITE SPECIFIC 17,569 24,207 28,700 24,702 36,817 19,248 109.6%
MANAGEMENT/INCENTIVE FEE 16,346 18,102 24,000 20,691 29,450 13,104 80.2%
TAXES 1,223 4,690 2,069 10 2,263 1,040 85.0%
LDRD /PDRD / SDRD 0 1,415 2,631 4,001 5,104 5,104 100.0%
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SITE OVERVIEW AND CHARACTERISTIC
BACKGROUND

The Y-12 Nationa Security Complex performs missonsthat are vitd to the U. S. Department of
Energy (DOE) Nationa Nuclear Security Administration (NNSA). These missonsare:

Manufacturing and assessing nuclear weapons secondaries, cases, and other weapons
components,

Safeguarding specid nuclear materias, and

Preventing the proliferation of wegpons of mass destruction.

The Y-12 Complex covers approximately 811 acres, nearly 600 acres of which are enclosed by
perimeter security fences. Security and emergency management buffer areas exist outsde the main
site but within the Oak Ridge Reservation. Red property includes gpproximately 700 buildings and
other structures with floor area of approximately 7.6 million square feet

A BWXT Y-12 workforce of approximately 4,500 people support NNSA-related activities and rely
upon adiverse infrastructure to perform assigned tasksin support of Y-12 missons. Buildings and
facility types include large production, light and heavy laboratory, sophisticated and standard
warehousng, and amix of new and World War 11-vintage technicd and administrative office
sructures. The mgjority of the floor space at Y-12 was constructed prior to 1950 as part of the
Manhattan Project.

TRENDS

The trend from FY 2004 to FY 2005 shows adight increase in the vaue of functiona costs as
percent of total costs from 59.7% to 60.4%. If the increase in Safeguards and Security, after
accounting for escalation, were eiminated then the value of functiona costs as a percent of total cost
would have decreased to 58.8%. Thefollowing isan andyss of change in support costs from the
prior year.

In looking at raw data, the functional cost at the Y-12 plant has increased by approximately $186.7
million since 2001. After factoring escadation into the equation, the cost increases are primarily driven
by externd events, evolving requirements and ongoing efforts to provide a modern, recapitalized and
efficient operation a Y-12. The more sgnificant of these changes are:

Fiscd Years 2001 through 2005 have seen significant changes in the area of Safeguards and
Security. The unfortunate events of September 11, 2001 and the country’ s response to these
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events continue to drive Safeguards and Security costs higher than in previous years.
Safeguards and Security requirements have taken on a new dimension, increased focus and
are consuming greater resources. The Safeguards and Security costs have increased by
approximately $50 million from FY 2001 to FY 2005 or gpproximately 27% of the total
incresse.

Consgtent with the NNSA overdl gods, efforts are underway a Y-12 to Sabilize the
deferred maintenance backlog. Increases over the last four yearsin maintenance and facility
management have been consstent with this NNSA and Y -12 deferred mai ntenance backlog
dabilization god. The increase in maintenance and facility management expenditures have
grown by approximately $47 million or gpproximatey 25% of the total incresse.

The $17.1 million increase, or approximately 9% of the total increases, in Human Resources
is primarily associated with the cost incurred to support the disposition of legacy workers
compensation clams as well asthe actud claim payments.

In order to provide for efficient management of the Y-12 Ste operations and a growing

capital construction program BWXT Y-12 has created a strong planning and integration
function. Over the last four years the capita congtruction program aone has increased dmost
fivefold as part of the Y-12 modernization efforts. At the beginning of FY 2001, prior to
BWXT Y-12 assuming the operation of the  Y-12 complex for the NNSA the
Program/Prgject Planning & Control (PPPC) function was virtudly non-existent. The
increase in the PPPC function has contributed to the successful revitaization of the Y-12
complex over the last four years. The PPPC functiond category has increased by

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS
EXECUTIVE DIRECTION

HUMAN RESOURCES
The $7,100,000 increase in Human Resources is primarily associated with the costs incurred to support
the digposition of legacy workers compensation clams as well asthe actua clam payments.

LEGAL
Significant increasein Legd attributable to supporting the disposition of legacy workers compensation
dams

INFORMATION SERVICES
Significant increase in Information Services associated with upgrades to the Wide Area Radio System.
The upgrades were regulatory driven.
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OTHER
FY 2005 costs for Other were consstent with FY 2003. However, an adjustment was required in FY
2004 and this category showed a negative cost in FY 2004.

MANAGEMENT/INCENTIVE FEE
Theincrease in feeis directly proportionate to the increase in total cogts.

TAXES
Theincrease in Taxes s attributable to Total Sdes and Use Taxes paid in FY 2005. These costs were
incurred as a part of materia cogts.

CAPITAL CONSTRUCTION

The sgnificant increase in Capital Congtruction was driven by externd events, evolving requirements
and ongoing efforts to provide a modern, recapitaized and efficient operation a Y-12. Over thelast 4
years, the Capital Congtruction program hasincreased dmost fivefold as part of the Y-12
modernization efforts.

COST SAVINGSINITIATIVES
($in 000's)

INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT

PER YEAR

($in 000's)

Reduction of 671 |A Six Sigma Black Belt PIP was executed to
Protected Area reduce the number of vehicle entriesinto the
Vehide Treffic Protected Area by 50% to meet a business
imperative. A ticket process was implemented
with an assgned numbers of tickets dlocated to
esch divison. The reduction in entries so served
to reduce the amount of non-productive time
people spend waiting in line for access.

Enhanced Work 234 | A Six Sigma Black Belt PIP was executed to
Planning @ Work improve theinitid quaity of maintenance work
Mgmt Centers packages and to reduce rework on packages
processed by the Work Management Center. The
god wasto increase the first time success rate
from 60% to 85%. Improvements included
improved scope planning, Sandardization in
packages, and relocation of critical supplies.
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AMHA Cycle Time
Reduction
-Maintenance/Oper
ation

561

A Six SigmaBlack Belt PIP was executed to
reduce the cycle time required to issue
Maintenance/Operations AJHA’ s for improved
responsiveness. A goa was st to reduce cycle
time to five business days from a current median of
9 business days. Trends show an increasein
number of completed AJHA’s concurrent with a
decrease in cycletime.

Increase Efficiency
of Kathabar
Systemsin 1 Area

281

A Six SigmaBlack Belt PIP was executed to
improve the efficiency of Kathabarsin a
Production Area. The project targeted reduction of
downtime as a means to increase equipment
availability for planned increases in production
needs. Improvements established a schedule and
criteriafor refurbishment of the Kathabars and a
plan for scheduled maintenance.

Graphite Part
Manufacturing
Regect Reduction

145

A Six SigmaBlack Belt PIP was executed to
reduce the number of regjected graphite parts
obtained from Dimengona Inspection. A god was
established to reduce the number of defects per
unit (DPUs) by approximately 50% from the
origina defect rate of 0.57 DPUs. Implementation
of recommendations included modification to an
ingpection process and an improved process for
design to fabrication to ingpection communications.
Results are projected to reduce the number of
defects by approximately 65%.

AMHA Cycle Time
Reduction -
Construction

211

A Six Sigma Black Belt PIP was executed to
reduce the cycle time required to issue an AJHA
for congtruction/project activities. A goa was set
to reduce cycle timeto 15 business days from the
origina average of 52 busnessdays. Initid trends
show asignificant reduction in cycle time.

260




SITE PROFILE
Y-12/BWXT

Reduce Cycle Time
for Processing AIS
Plans

A Six SigmaBlack Belt PIP was executed to
reduce the cycle time for processing AIS Plans for
stelevel computing projects. Since there was no
hard data, this was a Business Imperative PIP to
establish a data collection/tracking system and
establish aprocess for pre-planning AlS projects
that contributes to timdy completion of the plans.

Packing and Ship 247 | A Six Sigma Black Bdlt PIP was executed to

Process-Lab reduce the cycle time of the laboratory sample

Sample process by 65% to meet schedule requirements
and without increasing required storage space.
The primary change involved obtaining
authorization to utilize dternate andyss methods to
eliminate asingle point failure in the process and to
reduce cycletime.

Packing and Ship 419 A Sx SgmaBlack Bet PIP was executed to

Process: improve materia flow through a process area. The

Production god was established to reduce the number of
material movesto storage areas by 60%. The
major change involved moving the laboratory
sample collection point upstream to another facility
and implementing lean work techniques. The
resultant process permitted the targeted reduction
in sorage movements.

Reducing Alpha-5E 40 |A Six Sigma Black Belt PIP was executed to

Maintenance Cycle improve the qudity and efficiency of creating

Time maintenance work packages created for the

9201-5E machine shop. The god wasto maintain
an average of 2.5 grinders available a any given
time. Improvements included integrating into the
planning through the appropriate Work
Management Center, and cresting a critical
goplicationsitemslist and stocking them in aWest
End Stores.
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Reduction of
Technica Procedure
Review Time

11

A Six SigmaBlack Belt PIP was executed to
reduce the amount of time necessary to review
technical procedures. Thisimprovement will
improve the overdl efficiency of manufacturing &
Y-12. The god was to reduce the median number
of review daysfrom 17 to 10. Suggested
improvements included: creating accountability for
reviewers to complete their reviews in the
requested time frame; using smaller review teams
to eiminate unnecessary comment resolution;
suggesting coordinated technical reviewsfor al
new and revised PMRs.

QE Glovebox
Down- Time
Reduction

11

A Six SigmaBlack Bt PIP was executed to
increase the average % equipment availability time
for the QE Glovebox (DB-402) to 80%. Magjor
changes to the processinclude: 1) development
and implementation of modd work packages, 2)
identification and purchase of critica spare parts,
3) preventative maintenance enhancements, 4)
upgrades to the lathe power supplies, and 5)
ingdlation of scroll pumps for purifiers. The
expected primary results are increased optimization
of equipment availability to meet critica production
milestones.

CydeTime
Reduction of
EEOICPA Office
Records

68

A Six SigmaBlack Bdlt PIP was executed to
improve therecord processng cycletime for the
Energy Employees Occupationd [lIness
Compensation Program Act (EEOICPA) office
(EO) and five different supporting record centers.
Maor changes to the processincluded prioritizing
EEOICPA requests, updating the database
program, and establishing an EEOICPA database
users group. The expectation isto provide
responsive, timely processing of requests for
records.
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Reduce
Construction Cost

1,631

A Six SigmaBlack Belt PIP was executed to
reduce construction costs incurred during
ingalation of capital equipment. Improvements
identified included measures to improve timey and
accurate communication of congtruction
requirements, appropriate development of required
congtruction documentation, and reduction in the
number of field changes. Changes implemented
were gpplied to dl congtruction projects aswell as
capita equipment projects.

Reduce
Maintenance Cost

272

A Six SigmaBlack Bt PIP was executed to
reduce maintenance costs incurred during
ingalation of capital equipment. Improvements
identified included measures to improve timely
communication of maintenance requirements,
improved qudity of information in maintenance
requests, and gppropriate use of maintenance
request systems.

Increase throughput
for CMMs

1,150

A Six SigmaBlack Belt PIP was executed to
increase the throughput to Coordinate
Measurement Machines in a production areato
reduce the number of required machines needed
for projected production schedules. Improvements
included implementation of lean manufacturing
controls for continuous throughput. Results of the
project indicate that one less CMM will be
required than was origindly planned.

Reduce
Procurement Cycle
Time

53

A Six Sigma Black Belt PIP was executed to
reduce the number of procured items not meeting
technica specification from entering into the Y-12
Site. A goa was established of no more than 10
items per month not meeting technical
specifications from an average of 39 per month.
This reduction of introduced ingppropriate vendor
materiasinto the Y-12 Site allows for decrease of
re-work in the activity of having to repackage
materia and re-ship back to vendor.
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Improve HRP
Candidate
processing

117

A Six SigmaBlack Belt PIP was executed to
improve the process for HRP Candidate process.
The expected primary results are reducing trips to
Occupation Hedlth Services by 50% and the time
from one month to one day by performing analysis
inhouse. Itisaso expected that there will bea
reduced processing time for the distribution and
return of the polygraph letter and reduced number
of physicals required for HRP Candidates by 50%.

HIMS Cycle Time
Reduction

A Six Sigma Black Belt PIP was executed to
improve subcontractor reporting on the use/storage
of hazardous materids at the BWXT Y-12
Nationa Security Complex. Based on the basdine
of lessthan 10% of subcontractors reporting, the
god of the PIP was to increase subcontractor
reporting to near 100% while reducing the required
time for HMIS personne to track down the
information by &t least 50%. Feedback from
HMIS personnd indicate that significant
improvement in subcontractor reporting has been
obtained and time required to track down
information has been reduced by gpproximately
50%.

Reduce backlog for
combination
changes

A Six Sigma Black Belt PIP was executed to
reduce the backlog for combination changes for
classified repositories. The expected results
include the reduction of the backlog to a specified
target and closures targets for each different type
of classified combination. It isaso expected that
the backlog will be monitored and maintained at or
below the expected limits. The execution of the
associated actions alowed for the closure of a
finding.
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Improving the LEU
Production Process

37

A Black Bdt PIP was executed to improve the
Low Enriched Uranium (LEU) production process
by removing the non-vaue step of break and shear
aswell asthe handling associated with these steps.
The target of the project was to reduce the cost of
LEU production overdl by 10%. The mgor
improvement suggested was the design of anew
mold which would cast small shgpes which would
not require break and shear. The customer also
redlizes the additiona benefit of less oxide cregtion
during their subsequent processng.

Engineering Cost
Reduction

2,000

A Black Bdt PIP wasinitiated to reduce the
Engineering Costs associated with Stockpile
Readiness & Campaigns (SRC) projects by a
minimum of 15% (Engineering cos).
Improvements identified by the team included
limiting A/E oversight support to an average of
15% per project., establishing a set leve of
deliverables for 60% review gatus, Improving the
subcontractor feedback program to ensure
expectations are adequately communicated, and
limiting as-congtructed drawings to only those
projects that require them for Configuration
Management (CM). The results of the PIP will be
amore codt effective way to execute SRC Capita
Equipment Projects which will result in cost savings
to the customer.

265




Trendsin Total Support Cost by Functional Categories

Y ucca Mountain/Bechtel-SAI C ($000)

FY 2005
$Change % Change
FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 2001 To 2001 To
FY 2005 FY 2005

Total Costs 208,091 220,588 238,599 283,928 266,446 58,355 28.0%

Capital Construction 861 2,800 2,015 2,022 162 -699 -81.2%

Total Costs L ess Construction 207,230 217,788 236,584 281,906 266,284 59,054 28.5%

Total Support Costs 88,834 104,786 111,086 118,982 125,167 36,333 40.9%

Mission Direct Operation 118,396 113,002 125,498 162,924 141,117 22,721 19.2%

Mission Direct Operation as % of Total Cost 56.9% 51.2% 52.6% 57.4% 53.0%

Capital Construction as% of Total Cost 0.4% 1.3% 0.8% 0.7% 0.1%

Total Support Cost as% of Total Cost 42.7% 47.5% 46.6% 41.9% 47.0%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

TOTAL SUPPORT COST as% of TOTAL COST 42.7% 47.5% 46.6% 41.9% 47.0%

TOTAL SUPPORT COST 88,834 104,786 111,086 118,982 125,167 36,333 40.9%

TOTAL GENERAL SUPPORT as% of TOTAL 22.9% 22.9% 25.3% 22.3% 22.7%

TOTAL GENERAL SUPPORT 47,706 50,581 60,271 63,290 60,550 12,844 26.9%
EXECUTIVE DIRECTION 2,440 2,963 5,241 7,069 7,000 4,560 186.9%
HUMAN RESOURCES 4,494 5,105 6,549 5,784 5,374 880 19.6%
CFO 3,392 3,619 3,102 3,138 2,895 -497 -14.7%
PROCUREMENT 2,305 2,515 2,715 2,789 2,698 393 17.0%
LEGAL 192 248 361 1,592 6,411 6,219 3,239.1%
CENTRAL ADMIN SERVICES 7,976 11,866 10,859 12,445 9,926 1,950 24.4%
PROGRAM/PROJECT CONTROL 4,818 6,016 5,741 5,284 3,986 -832 -17.3%
INFORMATION OUTREACH 2,181 3,788 2,442 3,586 3,178 997 45.7%
INFORMATION SERVICES 11,453 14,841 21,146 20,651 16,738 5,285 46.1%
OTHER 8,455 -380 2,115 952 2,344 -6,111 -72.3%

TOTAL MISSION SUPPORT as% of TOTAL 12.5% 13.0% 14.6% 13.5% 14.7%

TOTAL MISSION SUPPORT 25,931 28,642 34,894 38,444 39,267 13,336 51.4%
ENVIRONMENTAL 4,738 4,769 3,697 3,900 3,312 -1,426 -30.1%
SAFETY AND HEALTH 3,180 2,160 4,387 4,903 5,310 2,130 67.0%
FACILITIESMANAGEMENT 8,372 9,250 9,822 11,456 9,333 961 11.5%
MAINTENANCE 2,314 2,353 5,393 5,281 6,729 4,415 190.8%
UTILITIES 17 407 399 690 697 680  4,000.0%
SAFEGUARDS AND SECURITY 217 689 1,375 694 2,172 1,955 900.9%
LOGISTICS SUPPORT 2,451 2,525 1,991 2,210 2,803 352 14.4%
QUALITY ASSURANCE 4,642 6,489 7,830 9,310 8,911 4,269 92.0%
LABORATORY/TECHNICAL SUPPORT 0 0 0 0 0 0 0.0%

TOTAL SITE SPECIFIC as% of TOTAL 7.3% 11.6% 6.7% 6.1% 9.5%

TOTAL SITE SPECIFIC 15,197 25,563 15,921 17,248 25,350 10,153 66.8%
MANAGEMENT/INCENTIVE FEE 15,068 25,381 15,681 17,102 25,248 10,180 67.6%
TAXES 129 182 240 146 102 -27 -20.9%
LDRD / PDRD / SDRD 0 0 0 0 0 0 0.0%
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SITE OVERVIEW AND CHARACTERISTIC

In 2002, the Department of Energy (DOE) received congressiona and presidentia approval to seek
alicense from the Nuclear Regulatory Commission (NRC) for the proposed Y ucca Mountain
repository for spent nuclear fuel and high-leve radioactive waste. The agency within DOE responsible
for gting, designing, operating, monitoring, and closing the repository, if licensed, is the Office of
Civilian Radioactive Waste Management (OCRWM). Since February 12, 2001, the management

and operating contractor for OCRWM and its Office of Repository Development (ORD) has been
Bechtel SAIC Company, LLC (BSC). During FY 2003, FY 2004, and FY 2005, OCRWM and
BSC have focused on repository design and licensing activities.

On July 26, 2004, BSC submitted a draft License Application for DOE acceptance review. The draft
comprised nearly 5,000 pages of scientific and technica information collected over aperiod of years.
This document is a consolidation of the enormous and high-qudity scientific efforts of the program,
which has been trandated into the safety bas's of the geologic repository. Refinements to the draft
License Application are continuing.

The draft License Application did not address the D.C. Circuit Court of Appeals July 9, 2004,
decison regarding the U.S. Environmenta Protection Agency (EPA) standard.  The Court vacated
the 10,000-year compliance period portion of the EPA standard because it found that period not to
be based upon and cons stent with the findings and recommendation of the National Academy of
Sciences. Consequently, the EPA is revising the Y ucca Mountain standard to extend the compliance
period to cover the time of peak dose, the point in the future when an individual would be at the
highest risk from radiation from waste disposed of at Y ucca Mountain. The proposed standards
retain the protections for the first 10,000 years and add new protections out to 1 million years. EPA’s
proposed changes were issued in the Federa Register on August 22, 2005 (70 FR 49014). EPA is
accepting public comments on the approach until November 21, 2005, and will consider the
comments in developing the find revised standards.

DOE isreviewing potentia changesto itslicensing case based on the draft language in the EPA
standards and will make the necessary adjustments once the standard is findized. DOE has put a
temporary hold on findizing its license gpplication until the potential changes to the design, findization
of the EPA standard, and other issues are addressed.

On October 25, 2005, DOE announced its plan to operate the repogitory as a primarily
non-contaminated facility. The change in direction in design means that spent nuclear fuel would be
sent to the repository in a standardized canister that would not require repetitive handling of fud prior
to disposal. Asaresult of this changein direction, the Department directed BSC to stop work
associated with activities that support primarily bare fud handling a the repository, other than that
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required for limited bare fud and off-norma operations. BSC was directed to develop acritical
decison package that would reflect the new design direction. The preliminary report is due 30 days
from the date of the letter, and the overall revised CD-1 package within 90 days.

For more than 20 years, scientists have extensvely studied Y ucca Mountain's geology, hydrology,
geochemidry, biota, and climate. Scientists and engineers have mapped geologic structures, including
rock units, faults, fractures, and volcanic features, excavated more than 200 pits and trenches to
remove rocks and other material for direct observetion; drilled more than 450 boreholes; collected
over 75,000 feet of core, and some 18,000 geologic and hydrologic samples, constructed six and
one-haf miles of tunnelsto provide direct access for studying the rock that would house the
repository; conducted the largest known test in history to smulate and andyze above-ambient thermdl
effects on rock, heating some million cubic feet of rock above the boiling point of weter; tested
mechanical, chemical, and hydrologic properties of rock samples; and andyzed over 13,000
engineered material samples to determine their corroson resstance in avariety of environments.
Scientific sudies continue a Y ucca Mountain. Internationaly recognized expertsin the fieds of
volcanology, geophysics, and geochemidtry are evaluating the likelihood of future volcanic activity in
the area. Data gathered through aeromagnetic surveying, drilling, and geochemica anayses are being
andyzed to reassess the probability of avolcanic event occurring at Y ucca Mountain.

L ocated about 100 miles northwest of Las Vegas, Y ucca Mountain sits on land owned or controlled
by three federa agencies. a corner of DOE’s Nevada Test Site, some Bureau of Land Management
acreage, and asmall portion of the Air Force's Nevada Test and Training Range. The mountain
comprises layers of volcanic tuff, rock created by volcanic ash, melted or compressed together, after
major eruptions from a now-defunct volcano that was active about 12 to 15 million years ago.

In the current climate, Y ucca Mountain averages about 7.5 inches of precipitation per year. Partly as
aresult, the water table is extremely deep. The proposed repository would be located in unsaturated
rock about 1,000 feet beneath the mountain’s surface and about 1,000 feet above the water table.

The Nuclear Waste Policy Act, as amended, provides that consumers who use nuclear power pay for
the disposal of commercia spent nuclear fud. For this purpose, the federa government collects afee
of one mill (one-tenth of a cent) per kilowatt-hour of nuclear-generated dectricity. This money goes
into the Nuclear Waste Fund to pay for geologic disposa of the commercid spent nuclear fud. In
addition, the federd government will use generd tax revenues for the co-disposa of high-level
radioactive waste generated by Department of Defense programs.

Additiona information about OCRWM, ORD, and the Y ucca Mountain Project can be found on the
OCRWM Web site: ocrwm.doe.gov
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Analysis of Changein Support Costsfrom Prior Fiscal Year

Between FY 2002 and FY 2003, the focus of the Y ucca Mountain Project shifted considerably.
Science activities continue, but when Congress and President George W. Bush legally designated

Y ucca Mountain as an appropriate site, DOE was authorized to prepare and submit a License
Application to the NRC. The legal designation ended the formal Site characterization period and
shifted the focus during FY 2003 and FY 2004 to design and licensing activities. During FY 2004 and
FY 2005, OCRWM and BSC have focused on repository design and licensing activities.

Major Cost Driversthat May Cause Our Coststo Appear Out of Linewith Similar Sites

In 1987, Congress amended the Nuclear Waste Policy Act and directed DOE to study only Y ucca
Mountain. As aresult, Yucca Mountain's activities are unique within the Department’ s complex.
Moreover, annua funding for the Y ucca Mountain Project has historically been unpredictable, which
has impacted schedules and milestones. The OCRWM and ORD managers frequently have had to
change focus and shift gears to respond to the limitations imposed by ongoing funding congraints. For
example, asaresult of funding reductions, a RIF was implemented in FY 2005 which reduced the
work force by approximately 450 employees.

Other

Details of costsincluded in the FY 2004 Other category consists of:

Severance Pay ($93K), All-Hands Mestings ($915K) and Prior Y ear Subcontractor Closeout Cost
(-$56K).

Details of costsincluded in the FY 2005 Other category consists of:
Severance Pay ($2,166K), All-Hands Meetings ($408K) and Prior Y ear Subcontractor Closeout
Cost (-$230K).

DISCUSSION OF MAJOR TRENDS AND CHANGES FROM PRIOR YEAR TRENDS

HUMAN RESOURCES
The decrease in Human Resources reflects a decrease in labor due to areduction in force (RIF), dong
with reduced subcontract support and materials purchases.

CFO
The decrease in Chief Financid Officer results from areduced labor force due to aRIF and from
curtailed spending for travel and professond training.
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LEGAL
Theincreaseisdueto increased lega ciunsd in support of slicoss litigation defense.

CENTRAL ADMIN SERVICES
The decrease is the result of a RIF, which decreased support to activities such as records management,
document control, and administrative and technica support

PROGRAM/PROJECT CONTROL
The decresase is due to a RIF and re-categoriting the Earned Vaue Management System process from
Project Controlsto Civilian and Radioactive Wagte.

INFORMATION OUTREACH
The decrease in Information/Outreach Activities comes from a RIF that affected support activities such
as Stetours, educationd programs, and public exhibits.

INFORMATION SERVICES
The decrease in Information Services resulted from budget reductions which affected staffing and use of

daff augmentation support services.

OTHER
Theincrease is primarily due to severance paid in connection with aRIF

ENVIRONMENTAL
The decrease in Environmentd is due to budget reductions and a RIF resulting in a reduced |abor force.

SAFETY AND HEALTH
The increase in the Safety and Hedlth category reflects increased oversght and compliance activitiesin
support of Site safety upgrades.

FACILITIESMANAGEMENT

The decrease in Facility Management is due to the re-negotiation of the Summerlin facilities lease rate,
resulting in less cost over the life of the lease. In addition, there were no new renovations or major
furniture acquistionsin FY 2005.

MAINTENANCE
The increase is due to increased corrective maintenance efforts in accordance with DOE direction to

begin resolving deficiency backlog items.

SAFEGUARDS AND SECURITY
The increase results from new work scope for physical security and safeguards associated with the
Trangportation project and an overdl heightened awareness at BSC facilities.

273



SITE PROFILE
Y ucca Mountain/Bechtel-SAIC

LOGISTICS SUPPORT
The increase results from re-classfying Government Services Adminigtration (GSA) fleet as part of

Logistics Support.

MANAGEMENT/INCENTIVE FEE
The increase is based on arenegotiated contract and change in fee structure

TAXES
The decrease is primarily due to decreased sdes and use taxes resulting from decreased procurements

aong with timing differences of tax remittances between fiscal and calebndar years

COST SAVINGSINITIATIVES
($in 000's)

INITIATIVE AMOUNT DESCRIPTION OF EFFORT POINT OF
TITLE SAVED CONTACT
PER YEAR

($in 000's)
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Mechanical Handing
Design Process

1,416

A Six Sigma Process Improvement Plan (PIP) was
recently implemented thet streamlined the
Mechanica Handling design process which is part
of the Misson Direct, Civilian and Radioactive
Waste (RW) activities. For example, development
of the schedule logic for inputs to the Plant Design
model identified potentid redundanciesin the
inputs from Mechanical Handling. Mechanica
Handling was producing multiple process defining
documents, i.e., Block Flow Diagrams (BFD) and
Mechanica Flow Diagrams (MFD). Also, with
two different documents being produced
presenting the same informetion in different
formats, the potential existed for discrepancies
between the two documents.

The PIP diminated the redundancy of these inputs
to the Plan Design Modd.

Asaresult, the quantity of documents was reduced
by consolidating the best features from both
documents into the BFD, thus diminating further
work scheduled and budgeted for the MFD.
Associated work hours removed from the budget
by diminating this redundant information resulted in
aFY 2005 cost savings of $1,416,276.

Karl Tobler
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APPENDIX A
U.S. DEPARTMENT OF ENERGY
FY 2005 SUPPORT COST BY FUNCTIONAL ACTIVITY
DEFINITIONS

A. General Terms

1. Support Cost: Cost incurred by 28 of our major operating contractors
in support of direct mission efforts. These costs do not have asingle
Departmental sponsor. Support cost includes General Support, Mission
Support and Site Specific costs.

2. Total Cost: Includes Mission Direct, Construction and Support Costs
and is equal to total program costs.

B. General Support: Represents cost categories which would exist
regardless of the specific mission.

1. Executive Direction- Includes costs normally associated with the executive level
of management. Examples of activities in this account may be the Laboratory
Director, President and other top level management and immediate staff
(Secretary, Specia Assistants, etc.), Science Advisors and Deputy Directors, Vice
Presidents, etc. This category aso includes total quality (TQM) type activities
such as the development and administration of Total Quality Improvement Plans,
cost savings and reengineering programs administration, etc.;
ingtitutional/strategic planning, including development and control, and any site
specific development. All other management/supervisor activities, including
related incidental costs, should be reported in the appropriate support/mission
category.

2. Human Resour ces- Includes costs associated with recruiting, wage and salary
administration, equal employment opportunity and diversity activities, benefits
administration, employee concerns programs, central training development
services (job specific training development curriculum should be included in the
specific category to which it applies), industrial relations, personnel records,
employee claims, adjudications, grievances, arbitration, educational programs
providing for undergraduate and graduate course work and other personnel
services

3. Chief Financial Officer - Includes costs associated with activities of afinancial
nature, such as general accounting, payroll, travel accounting, funds control, cost
accounting, financial systems management and nonproject/program specific
budget coordination and control, such as indirects and internal audit.

276



4. Procurement - Includes costs associated with activities related to make/buy
decisions, contracting, purchasing, contract administration (including prime) and
acquisition of resources to conduct activities, as well as to conduct audit and
cost/price analysis activities.

5. Legal - Includes costs associated with legal counsel support and litigation
support. Includes outside legal support and ethics functions.

6. Central Administrative Services- Includes costs associated with clerical
support pools, travel reservation support, food service, printing and graphic
support services, records management and all library-related activities. Also
includes cost-per-copy contracts (convenience copiers). Does not include
secretarial and clerical costs; these are in the respective category they support.

7. Program/Project Planning & Control - Includes cost associated with support
and execution of program/project budgeting, funding requests, baseline control
and preparation (including planning, scheduling, coordination, change control,
reporting and analysis which is program specific). Also includes master
scheduling, project management system administration and baseline pricing and
validation efforts. Does not include actual program/project management
functions. These costs should be reported in the specific mission or support
categories they relate to.

8. Information/Outreach Activities- Costs associated with media communicatiort
public relations; technology transfer; technical information management;
educational programs; employee outreach prograns; stakeholder-related outreach;
activities contributing to the development of the local/regional economy; other
information or outreach activities such as HBCU (Historically Black Colleges and
Universities) and other university-related activities, including stakeholder
agencies and Washington, DC, liaison activities. This category includes:

Public Relations/l nfor mation - Includes all costs associated with activities
which provide norttechnical information about the M& O Contractor and its
activities to the general public, news media, etc.

Technology Transfer - Includes all costs associated with activities that
encourage the further development of promising technologies; disseminate
information to appropriate researchers, organizations, industry, governmental
bodies and other institutions; and other activities that assist in effecting the
introduction of technologies into the marketplace.

Technical Information Management - Includes al costs associated with
activities to develop and make available technical information.

Employee Outreach Programs - Includes all costs associated with activities
by employees utilizing their technical expertise for the benefit of externa
stakeholders.

Other Information Outreach Activities - Includes all costs associated with
other outreach activities that are not defined above.

277



Stakeholder-Related Outreach - Community relations and education programs
to promote enhanced understanding of the site by local and state stakeholders.

9. Information Services - Costs associated with Automated Data Processing (ADP)
services (central computer facilities and service organizations including business
and scientific), communications (mail, both electronic and hard copy including
postage, subcontracted delivery services, etc.), networking (groups of computers
that communicate with each other, share peripherals and access remote hosts or
other networks) and telecommunications services (communication by electronic
submission of impulses over telephone/optic lines including cell phones).
Includes pagers and related systems, but not the maintenance of these systems.
Also includes computer leases. Does not include computer bill-out rates in any
other functional category. This category includes systems anaysts/programmers,
however, specific systems management and administrative costs for various
business and scientific systems should be included in their respective functiona
categories. (Note: Dedicated scientific activities, experiments, analysis, etc.,
should be included in the appropriate category. Also computer hardware
maintenance activities are to be reported within the maintenance category.)

10. Other - Costs which are not identified in another functional cost category. This
includes legal settlements, workforce restructuring activities (severance, benefits,
and outplacement services) and general company liability insurance expenditures.
Specifically identify significant cost activities and provide footnotes.

C. Mission Support: Represents cost categories that exist solely due to the
unique mission being accomplished.

11. Environmental - Includes costs associated with the development,
implementation, and maintenance of effluent controls, environmental monitoring
and surveillance, permitting, auditing and evaluation to assure environmental
compliance and pollution prevention. These activities, performed on aroutine
basis, are necessary to maintain compliance with Federal, sate and local
regulations, as well as applicable DOE Orders and directives. This category does
not include actual waste storage or cleanup activities. The category includes:

Effluent and Environmental Monitoring and Surveillance - Monitoring
activities include data base monitoring as required by DOE directive or
compliance monitoring as required by the environmental regul atory
authorities, such as air and water monitoring. (Note: Actua sample anaysis
should be included in Laboratory Support or Other Technical Support
Activities)

Permitting - Includes those activities involved in reporting the results of

environmental monitoring, analysis and evaluation. These activities are
necessary to obtain permits from regulatory agencies regarding plant releases
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and/or discharges. (Note: Environmental impact statement costs and related
activities are to be included in the appropriate category they support.)

Auditing and Evaluation - These audits are done as a routine mechanism to
ensure environmental compliance with internal and external directives,
including the National Environmental Policy Act (NEPA). Encompasses
costs associated with implementation of the Environmental, Safety and Health
Compliance Assessment activities (such as related "Tiger Team” activities).
Also includes the devel opment of performance objectives and environmental
auditing procedures.

Non-Environmental M anagement Waste M anagement - The NonEM
Waste Management functional area includes those activities addressing the
treatment, storage, and disposal of wastes. Activities include characterization
and certification of waste to ensure its proper treatment or disposal; waste
handling and temporary storage activities, such as operation of 90-day satellite
accumulation areas for the storage of hazardous waste; operation and
management of all waste treatment and disposal systems; and final disposal of
all wastes.

12. Safety & Health - Costs associated with safety and health programs, such as
emergency preparedness, fire protection, industrial hygiene, industrial safety,
occupational medical services, nuclear safety, work smart programs, radiation
protection, transportation safety (does not include traffic management functions -
include this item in logistics) and management oversight. Further definitions are
as follows:

Emer gency Preparedness- Emergency Preparedness includes all those
activities that are intended to provide personnel with a special capability to
respond to incidents and accidents. Activities in this area include maintenance
inspection of emergency facilities and equipment; emergency response team
personnel training, drills, and exercises, maintaining and updating of current
emergency plans based on site specific safety analyses; and coordination with
State and local authorities and Federal Agencies. Plant and equipment that are
part of safety systems relied upon to prevert or mitigate accidents (heating
ventilation air conditioning process monitors, etc.) are not included in this
area, but are addressed in Industrial Safety or Nuclear Safety. The physical
plant and equipment provided for normal and emergency egress are addressed
in Industrial Safety.

Fire Protection - Fire Protection includes al those activities that are intended
to prevent, detect, alert, and suppress fires. Activitiesin this areainclude fire
prevention; fire detection; fire suppression systems; related inspections and
testing; fire fighting and emergency response; |oss prevention; operation of
ambulances and fire fighting equipment; testing and inspection of fire
protection equipment and alarm systems; flammable and explosive material
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control; training certification to National Fire Protection Association, state and
local requirements; review of construction and design plans for fire hazards,
and mutual aid agreements with local authorities. This area excludes those
fire protection activities and/or systems that are solely for the benefit or
protection of nuclear systems, storage areas, and/or processes (e.g., glove box
inerting systems). These excluded activities are to be included in Nuclear

Safety.

Industrial Hygiene - Industrial Hygiene includes all those activities that are
intended to provide protection to workers from physical and physiological
hazards. Activitiesin this area include engineered/redesign of tasks,
ventilation, substitution of less hazardous materials (such as asbestos
abatement program administration, but not removal), written and verbal
communication of real and perceived hazards, personnel protection,
radiological and nontradiological laundry services, laser protection and
physiological stress. This area does not include medical surveillance,
employee medical records and exposure of workers to radioactivity (note that
non-ionizing radiation is included).

Industrial Safety - Industrial Safety includes all those activities that are
intended for the protection of workers from physical trauma. Activitiesin this
area include electrical safety; machinery and machine guarding; personnel
protection; accident investigation; compressed gas and pressure system safety;
hoisting, rigging, and material handling; lockout/tag-out; confined space
controls; platform, manlift and scaffolding usage; safe surfaces for walling
and working; cutting, welding and boring safety; hand and portable power tool
safety; explosives and hazardous material handling, storage and use;
construction safety; firearms safety; and facility egress.

Occupational Medical Services- Occupational Medical Services includes al
those activities that are intended to provide a comprehensive occupational
medical program, including employee health examinations such as pre-
placement and qualification, periodic, return to work, fitness for duty and
termination examinations; diagnosis and treatment of occupational illnesses
and injuries, employee health counseling (employee assistance program and
wellness); maintenance of medical records, emergency medical treatment and
triage; specialized medical equipment; and immunization programs.

Nuclear Safety - Nuclear Safety includes activities that are intended to
maintain criticality safety and nuclear operations safety. Activitiesin this area
include control of systems and parameters within subcritical limits, and use of
systems, procedures, equipment, analyses, programs, and personnel to ensure
safe nuclear reactor and nuclear non-reactor operations.

Radiation Protection- The Radiation Protection includes all those activities
that are intended to control exposures of workers and the public to
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radioactivity. Activitiesin this area include control equipment and procedures
for radiation sources; interlocks, instrumentation, and shielding for radiation
generating devices, equipment and procedures used to minimize or mitigate
external exposure; personnel dosimetry, bioassay program, and ALARA (As
Low As Reasonably Achievable) programs; control of paths for inhalation or
ingestion of radiation; radiation exposure records; fixed and portable
instrumentation for radiation detection and measurement; contamination
control; effluent monitoring and release; and environmental monitoring and
remediation.

Transportation Safety - Transportation Safety includes all those activities
that are intended to ensure safe packaging and transportation. Activitiesin
this area include packaging certification; coordination of intra-building and
on-site movements and transfers; off-site and international shipments;
trangportation (including marking and labeling) of material; maintenance
inspection of transportation equipment; testing and technology of
transportation operators; aviation safety; motor vehicle safety; water craft
safety and rail safety.

Management and Over sight - Management and Oversight includes all those
activities that are intended to coordinate, direct, integrate, and control Safety
and Health (S& H) activities across multiple areas. Activitiesin this area
include S& H documentation and document control activities; configuration
management; S&H performance trending, analyses, and lessons |earned
feedback; corrective action tracking; S& H self-assessment activities,
dedicated internal S&H personnel; coordination and communication with
DOE, State, and local authorities; internal audits and surveillance; external
S& H program reviews; operational readiness reviews; and performance and
documentation of comprehensive safety analyses. Nuclear safety analyses are
included in Nuclear Safety. Program elements such as quality assurance,
management systems, oversight, and physical infrastructure are inherent to all
areas and are intended to be accounted for in the specific aress.

13. FacilitiesM anagement - Costs associated with facilities and their ability to
function effectively, such as plant and maintenance engineering, facilities
remodeling (if it does not meet the capitalization criteria), facilities utilization
analysis, modification and upgrade analysis, facilities planning and condition
determinations, rental of buildings/land. Facilities Management includes:

Engineering - Activities including facility engineering such as HVAC
systems, facility electrical/mechanical activities and repair and maintenance
anaysis.

Rental of Buildings/Land - Activitiesincluding leases, rental and any real
property third party financing agreements. Lease costs should be footnoted
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since they materially affect year to year trends. (Note: Include trailer leases
in this category; but include set- up and tear down in maintenance.)

Other - Includes al other activities involving facilities management/plant
engineering not defined above.

(Note: Leases for facilities and land are to be included, al other leases should
be reported in the appropriate category.)

14. Maintenance - Costs associated with day-to-day work that is required to sustain
property, plant and equipment in a condition suitable for it to be used for its
designated purpose and includes preventive, predictive and corrective
maintenance. This category includes all maintenance activities regardless of
source of funds. (Note: All maintenance is included even though it is recognized
these costs are incurred in support of other support and mission categories.)
Maintenance Activities include:

Preventive Maintenance - Includes all those systematically planned and
scheduled actions performed for the purpose of preventing equipment, system
or facility failure.

Predictive Maintenance - Includes actions necessary to monitor, find trends,
and analyze parameters associated with equipment, systems or facilities that
are indicative of decreasing performance or impending failure.

Corrective Maintenance - The repair of failed or malfunctioning equipment,
system or facility to restore the intended function or design condition. This
maintenance does not result in a significant extension of the expected useful
life. Includes asbestos removal and material replacement.

Maintenance - Functions include supervision; planning and scheduling
storage and staging of materials and supplies; calibration, care, repair, and
storage of equipment used in monitoring or for the performance of
maintenance work; and similar activities.

General Maintenance - Includes roads and grounds activities; regularly
scheduled custodial services, such as cleaning and preserving facilities and
equipment and pest control.

(Note: Also includes computer hardware maintenance, vehicle maintenance
and utility maintenance. Cost for relocation of personnel isincluded in the
respective category they support.)

15. Utilities - Costs include utility-related engineering associated with labor,

operating plants and equipment, contract services for fuel, water treatment
chemicals, or support needed to provide electric power, heat, steam, chilled water,
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16.

potable water, process gases and sanitary waste disposal to support business and
research. This element includes all costs associated with contract servicesin
support of utilities, such as fuel, water treatment chemicals, and control systems
(adso include energy management related activities). Utilities include:

Central Steam Facility - Includes the fuel handling and storage facilities, al
assigned personnel and the main steam distribution system.

Central Chilled Water Facility - Includes all assigned personnel and the
main chilled water distribution system.

Water Supply System- Includes wells, treatment facilities, storage tanks, the
main distribution system and all assigned personnel.

Sanitary Waste Disposal System - Includes the main collection system,
refuse collection (internal as well as contracted services), treatment facilities
and all assigned personnel.

Electrical Power - Distribution system including main substations and high-
voltage distribution systems, and all assigned personnel, as well as all
electricity purchases.

Safeguar ds and Security - Includes all costs associated with the devel opment
and implementation of a Safeguards and Security Program to protect nuclear
materials, nuclear weapons, classified information, and government property
from theft, sabotage, espionage, or other acts that may cause adverse impacts
on national security or to the health and safety of the public and the
employees. Specifically includes the following:

Program Direction - Includes all persons and operating costs for program
management, vulnerability assessment, safeguards and security alarming
process, professional development and training, inspections, surveys,
assessments, facility approval (including Foreign Ownership, Control or
Influence), tests and evaluations, policy oversight and administrationand
technology development oversight and program management, associated
with the Safeguards and Security Program.

Protective Forces - Includes all personnel and operating costs asociated
with Protective Forces. Thisincludes such things as salaries, overtime,
benefits, travel, materials and supplies, uniforms, equipment, facilities,
vehicles, helicopters, training, communications, federal and contractor
management and oversight of protective forces.

Physical Security Protection Systems - Includes al personnel and
operating costs associated with designing, installing, performance testing,
contraband detection, alarm communications and control, intrusion
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17.

detection and assessment, barriers and access denial, entry and egress
control, and vital components tampering, and monitoring.

Transportation- All security-related transportation costs for
transport of specia nuclear materials, weapons, and other classified
material. Includes such costs as personnel, equipment, facilities security
upgrades to vehiclesand communications. Transportation costs associated
with off- site shipment of wastes should be included in the Mission
Category.

| nformation Security - Includes all personnel and operating costs
associated with classified documents and material, classification,
unclassified controlled nuclear information, security infractions, computer
security, technical surveillance countermeasures and operations security.

Material Control and Accountability (MC&A) - Includes all personnel
and operating costs associated with control and accountability of special
nuclear materials (SNM), nuclear weapons, test devices and weapons
components. Includes MC& A access areas, surveillance, containmert,
detection, assessment, testing, transfers, verifications and measurements,
inventories, reconciliation and statistical analyses.

Research & Development - Includes all personnel and operating costs
associated with research and development of physical security,
information security, personnel security, material control and
accountability, integrated systems, vulnerability assessment methods,
technology application and tests and technology transfer to users or
potential vendors.

Personnel Security - Includes initial investigations, reinvestigations,
adjudication, security education, personnel security assurance program,
visitor control, national agency checks and administrative review
activities.

Cyber Security - Includes management of unclassified and classified
data, information technology security assets, cyber information systems,
including information technical utilities which include grid research, threat
assessments, wireless networks, performance measures, risk management,
configuration management, certification/accreditation, training, network
monitoring and intrusion detection systems.

L ogistics Support - Costs associated with shipping, receiving, transportation

(excluding maintenance which is included in the Maintenance category),
warehousing, motor pools, office equipment pools, property management and
excessing activities; routine inventory write-offs and other logistic support
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activities. (Note: Final disposal costs for radiol ogical/hazardous waste
shipments are a Mission Direct cost.)

18. Quality Assurance - Costs associated with all quality assurance, reliability and
regulatory activities. Included in this category are costs for quality engineering
and inspection services, quality assurance audits, occurrence reporting (such as
the Occurrence Reporting and Processing System), development of quality
program plans, operational readiness review coordination and other activities
related to ensuring the quality assurance of site operations and facilities. This
does not include costs incurred for weapons stockpile certification.

19. Laboratory/Tech Support - Measurement and testing conducted within the
context of sampling, field investigations, analytical chemistry, and other similar
studies. Includes the cost of other technical support services/activities, such as
non-destructive assay, electronics services, machine shops, etc.

D. Site Specific: Represents cost categories not defined as general support,
mission support or construction.

20. Management/Award Fee/l ncentive Fee - The management allowance is an
amount paid to not- for-profit educational institutions for the equivalent of home
or corporate office G& A expenses. The award and incentive feeisafeethat is
paid to a contractor based on performance and includes shared savings incentive
payments (such as cost savings incentives).

21. Taxes- Includes state and municipal taxes, as well as "paymentsin lieu of taxes."
Does not include taxes that are payroll related.

22. Laboratory Directed Research and Development (L DRD), Plant Dir ected
Resear ch, Development and Demonstration Program (PDRD), and Site
Directed Resear ch, Development and Demonstration Program (SDRD) —
LDRD portion reflects costs incurred in accordance with DOE Order 413.2A for
the purpose of pursuing new and innovative scientific concepts of benefit to the
DOE. Excludes alocations of overhead. The PDRD and SDRD portiors reflect
costs incurred in accordance with the legidative authority for these activities.
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E. Mission Direct: Represents costs not identified as support cost or
construction. These are costs associated with directly accomplishing the
mission.

23. Mission Direct - All costs not included in General Support, Mission Support or
Site Specific categories. This section captures program activities which include
scientific, engineering, production operations, decommissioning,
decontamination, remediation, etc.

24. Capital/construction - Prime capital and construction costs related to line items.
Capita equipment (CE) and General Plant Projects (GPP). Does not include
costs that more appropriately belong in a genera support, mission support or site
specific categories.
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APPENDIX B

U.S. DEPARTMENT OF ENERGY
FY 2005 SUPPORT COST BY FUNCTIONAL ACTIVITY DATA

All 28 Submitting Sites & Contractors

Ames Laboratory/lowa State University

Argonne National Laboratory/University of Chicago

Bettis Atomic Power Laboratory/Bechtel

Brookhaven National Laboratory/Brookhaven Science Associates
Fermi National Accelerator Laboratory/University Research Associates
Hanford/Fluor Daniel, Bechtel & CH2M Hill

Idaho National Lab/Bechtel BWXT Idaho, LLC

Kansas City Plant/Honeywell, FM& T

Knolls Atomic Power Laboratory/Lockheed Martin

Lawrence Berkeley National Laboratory/University of California
Lawrence Livermore National Laboratory/University of California
Los Alamos National Laboratory/University of California

National Renewable Energy Laboratory/Midwest Research Institute
Nevada/Bechtel Nevada

Oak Ridge National Laboratory/UT-Battelle, LLC

Oak Ridge Environmental Management & Enrichment Facility/Bechtel Jacobs
Pacific Northwest National Laboratory/Battelle Memoria Institute
Pantex/BWXT

Princeton Plasma Physics Laboratory/Princeton University

Rocky Flats/Kaiser-Hill

Sandia National Laboratory/L ockheed Martin

Savannah River/Westinghouse & Wackenhut

Stanford Linear Accelerator Center/Stanford University

Strategic Petroleum Reserve/DynMcDermott Petroleum Operations
West Valley/West Valley Nuclear Services

WIPP/Westinghouse

Y 12/BWXT

Y ucca Mountain/Bechtel-SAIC

Thisreport and additional functional support cost details from the 28 contributing sites
are available online at: http://www.mbe.doe.gov/progliaison/scfa.htm
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