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Fiessaed it TiE SECBTIARY

The Clinton Administration is committed o increasing government
accountability to the American faxpayer. This report, the
Depariment of Energy's first Accougtability Repogt, is part of our
effort to better measure how we at the Department of Energy are
serving the American taxpayers; the results we’ve achieved; and the
cost-effectiveness of our work. By integrating the Department’s
FY 1998 performance resulis, financial status, and management
controls, this report is a useful tool and provides a status report on
the Department’s performance in FY 1998, It presents a clearer
picture of the return on the investment of the resources entrusted to
this agency.

After thorough review by the Office of the Inspector General, with one exception, our financial
statements have been found to present fairly the financial position of the Department in
conformity with Federal accounting standards. Overall, the Department has reasonable assurapce
that we have management controls in place to ansure that our operational activities are efficient
and effective and comply with the law. We have identified ten challenges where management
controls can be strengthened.

The exception identified by the Inspector General 15 in the estimate of our environmental
liabilities. The Department’s work to address the environunental consequences of the nuclear
weapons mission is recognized as the largest remediation program of its kind ever undertaken.
With regard to our efforts to provide detailed estimaies and schedules for each of our 353
cleanup projects, the Office of Inspector General said “the Department deserves much credit for
its efforts; however, additional improvements are needad.” I take this finding serionsly and have
directed the Acting Assistant Secratary for Environmental Management to put a system in place
by June 30, 1999, o ¢nsure our environmental lability estimates are adenuately supported,
completed and updated. 1have also asked the Office of Inspector General to conduct a second
review in July of representative environmeatal projects to ensure the aceuracy and completeness
of the environmental remediation liability ¢stimates t¢ ensure that this problem gets correcied.
This will be conducted in addition to the andit of the Department’s FY 1999 financial statement.

The Clinton Administration continues to work to make a Federal government that works bettar
and costs less. This report will help guide our efforts to increase accourtability and parformance

in the coming year.

Bill Richardson
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Introduction
I

The Department of Energy (DOE) serves the Nation by
providing innovative science and technology solutions to
gome of the forcmest energy, national security,
environmental, and scientific challenges facing Amerca.

A successful comprehensive energy strategy ensures that
clean, secure, affordable energy supplies are available to
all Americans. Our Nation's economic prosperty
depends on the abundance of energy rescurces, and a
clean environment is dependent upon ensrgy efficiency
and clean production technologies. The Department”s
role in the ULS, energy outook is to facilitate the efficient
trangition to 2 Jong-tz=rm pattern of energy supply and use
that is consistent with the Nation's goals of national
security, environmenta! responsibility, and economic
progperity.

The Department of Energy and its predecessor agencies
have long playzd a critical role in the United States
patignal secority mission. From the cuting-edze atomic
energy research and developments of the eastiest days of
the Manhattan Praject 1o the stockpile stewardship and
intemational nonproliferation effonts, DOE's activities in
coordination with the Department of Defense and other
apencies with a national security mission have ensured
we live in a safe and secure world.

We have wimessed profound change in the United States
national security policies in the post-Cold War era, but
our commitment to a secure national defense remains as
strong as evet, The Department of Energy and its
predecessor agencies have played a key role over the past
50 years in supporting cur national security through
emphasis on a strong nuclear deterrent. Qur focus has
shifted dramatically in the Last decads, however, as new
and evalving peopolitical factors continue to change and
redefine the world in which we live. We no longer face
the threats we did during the Cold War. Instead, new
threats to our national security exist; threats that pose an
equal, and in some instances greater, level of danger 1o
globad security as those before,

Perhaps the greatest challenge that has faced the
Department of Energy this decade iz the monnmental
task of clzaning sites acroes the Mation that supported
the research, prodoction, and teeting of auclear weapons.
Our nuchear daterrent has proved successful, but at a

significant price to the environment While it is a
daunting challenge, minnmizing the environmental nsks
posed by more than 50 years of operating weapons-
melated facilities is also one of cur greatest commitinents.

Rcience and technology have svolved as the core of
virmally every mission-related activity the Department of
Energy undertzkes, froim the study of glebal climate
change to advancing nuclear nonproliferation workdwide.
Although the Cold War has left a legacy of
enviroomental risks and centinued threats to our national
security, i¢ has also produced a legacy of world-class
scientific and technological accomplishments.

The Department’s science and technology-related
endzavors have fostered much of our Nation's economic
prosperity over the past half cennery. We anticipate our
role in promoting economic growth will continue as
science and technology continue to be an mtegral

component of the plobal economy.
Our History

The Diepartment of Energy was created as a cabinet-level
agency in 1977; yet, its history can be traced hack to the
days of the Manhattan Project in 1942, when security
requirements led to the establishment of the Manhattan
Engineeniog District, vader the ULS. Army Corps of
Engineeys, (0 manage the development of the frst atomic
bomb. Aftes Warld War I, with atomic weapons a new
reality, Congress created the Atomic Energy Commission
{ABC) in 1946 to direct the design, development, and
production of nuclear weapons. The AEC's mission also
encompassed the development of nuclear reactors,
initiation of the commercialization of nuclear pawer, and
regulation of the prowing industry.

In 1975, Coagress replaced the AEC with two separate
agencies: the Nuclear Regulabory Corumission, which
was assigned the licensing and regulatory functions of
the abolished AEC, and the Energy Research and
Development Adminisiration, created 10 manage the
nuclear weapons, naval reactors, and energy development
programs, as well as to research the environmental and
safery aspacts of enargy tachnologies. Ducing this period,
the United Seates found itself faced with an energy crisis,
emphasizing the need for one cabinet-level department to
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coordinate all Federal energy policy and programs.
Congress passed legislation (o create the Depantment of
Energy in October 1977, bringing together many
impartant functions under one agency. Today, the
Department manages a vast array of energy programs
and a nationwide complex mcluding headquarters
arganizations, operations offices, field offices, national
laboratories, power marketing administrations, special
purpose offices, and sites now dedicared to
environmental cleannp.

Qur Mission and Vision
The Department of BEnergy mission is:

To fuster a secure and reliable energy sysiem that is

environmentatly and economically sustainable, to be a

responsible steward of the Natipn's nuclear weapons,
ro clean up owr own facilities and ro suppore continued
United States leadership in sclence and technology,

We aspire to achieve U following visien:

The Department of Energy, through its leadership in
science and technology, will continue to advance U5,

energy, enviranmental, economiv, and national security
by being:

« A key contributor to ensure that the United States
has a flexible, clean, efficient, and eguitable system
of energy supply and end-use with minimal
virinerability to disruption;

» A viral contriburor to reducing the global nuclear
danger through its natienal security, nuclear
safety, and wenproliferation activities;

o A world leader in anvironmental restoration,
nuclear matevials stabilizalion, waste management,
facilities decormmissioning, and pollution
prevention,

« A major pariner in world class science and
technology threagh its National Laborateries,
research cenlers, wniversity research, and iy
educatianal and information dissemination
programs; and

A safe and rewarding workpiace that is recognized
Jor business excellence, nurtures creativity, is

rricsted, and delivers results.

Major Department of Energy Field Facllities




Introduciton

Since the publication of the Depantment of Energy's first
Strategic Plan in April 1994, our activities have been
canducted within a framework and vision for
acgomiplishing our overall agency mission. In FY 1997,
the Departmant undencok a planping cifort to produce &
new Strategic Plan to take us into the 213 century, This
plan also mests the requirements of the Government
Performance and Results Act. The wpdated plan, released
on September 30, 1997, was significantly improved
through a very chose consultation process with Congress,
our customers, and our stakchelders. Based on the plan,
the Department bepan condncting its activities in 1998
within 2 new framework of four business lines and a
corporate mabagement function, each with a strategic

goal:

Energy Resources: BEncourage effickency and advance
alternative and renswable snergy technologies; increase
energy choices for all consnmers; ensure adequate
supplies of clean, conventional energy; and reduce UL,
volnerability to external events.

National Security: Support and maintain the safeiy and
reliability of the enduring nuclear stockpile without
nuclear testing; safely dismantle and dispose of xcass
weapons; and provide the technical leadershup for
naticnzl and global nonproliferation activities.

Environmenial Quality: Reduce the environmental,
safety, and health risks and threaes from DOE facilities
and develop the technologies and instittions required for
selving domestic and global environmental problems.

Science and Technology: Use the unique resources of
the inberaterias and the country's universities o
maintain U.S. leadership in basic research; increasingly
focus applied research to support the Department’s other
business lines; and maintain world technical leadership
through long-term, systemic reform of science and
mathematics education.

Mote: The costs shown in this report differ from budgetsd
amownts due o Jtems such as, epvironmenial cleanup costs that
are not included in current year because they were accrved in
prios years with the environmental liabilities; expendibares for
large acquisitions that are recorded as agests, not costs;
depeeciation and other costs that do not raquire funds: and the
allocation of averhand ro buginese Fines,

Our Resources

FY 1953 Bixigat by Businaes Line
{Dallars in MBlins)
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55324

FY 1958 Dperatlonal Net Coste
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FY 1958 Number of Federal Employees
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Total: 16,275
Mallonal Saouriy
248
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Menapangt
& Other Programs
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Corporate Management: We recognized, throngh our
strategic planning procsss, that a streamlined
Department required the key elements of successful
business practicas. Determining how we conduct our
business is as essential to onr success as determining the
missions themselves. These elements are critical to our
snccess and support every business kine: environment,
gafety and health; communication and trugt; and good
management praciices.,

Report Background

In the past few years, the President and the Congress
have enactad laws ankd policies to reform manageament
throughout the govermment. Paramoune among these is

the Government Performance and Results Act of 1993,
which reguires agencies to consider program HIcOmes,
establish measurable anmual performance goals that link
10 long-tamm goals, Jevelop budgets based on planned
performance, and report resulis. Other laws, such ag the
Chief Fivancial Officers Act of 1990, Government
Management Reform Act of 1994, and the Clinger-
Cohen Act of 1996, call for additional management
activities and reports. This document meets thegs new
reportng requirements as well as the previous reporting
requirements of the Department of Energy Organization
Act of 1977 and the Federzl Managers® Financial
Integrity Act of 1982.




Energy Resources
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FY 1998 Budget by Buginess Lina
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National Security
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FY 1993 Enargy Regources
Number of Federal Employees
{As Represenled by Full Tima Equivelents - FTEs)
Tatal: 16,275

A suecesstul compreiwnsive enerey strategy snsurss hat
clean, secure, affordable energy supplies are available to
all Americans. Qur Nation's economic prosperity
depends on the abuadance of energy msources, and a
clean envirenment is dependent upon snergy efficiency
and clean prodoction technologies. The Diepartment's role
in the 115, ensrgy sivategy ic to facilitate the afficiant
transition 1o 2 long-term pattern of energy supply and use
that 1s consistent with the Nation's goals of national
secaity, environmental respongibility, and economic
prosperity.

In 1997, the Department of Energy developed the

following strategic goal for its energy resources business
line 2z part of the Strategic Plan:

ER GOAL: The Departrmrent of Energy and ifs
Pariners promote secare, competifive, and
envirenmentoily responsible enorgy systems thai

serve the needs of the public,

The Strategic Plan also ontlined the following five
objectives o support the achievement of our strategic
goal described above:

ER1: Radure the vulnembility of the .S, economy:
o disteptions i energy sopplics,

ER2: Engure that a competitive electricity
geacration industry is in place that can
deliver adequate and affordable supplies with
reduced environmental impact.

ER3: Increasze the sfficiency and productivity of
encrgy usc, whils limiting environmental
HOpActs,

EER4:  Support U.S. eoergy, envirommental, and
econtmic interests in global markets.

ERS:  Carry out infowmation collection, anafysis,
and research that will facititate development
of informed positions on loag-term energy
supply and use slternatives.
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To meet the five objectives described above and to
accomplish the energy resources strategic goal, the
Department developed and executed a Performance
Agreement between the Secretary and the President for
FY 1998,

The Performance Agreement included 1% commitments
in support of the Energy Resovrces objectives of the
Strategic Plan and 46 measures associated with them.
The Department was folly successful in mesting nine of
these commitments and suceessful in 10 commitments,
Our performance in meating each objective, based on the
results against the Performance Agreement, follows.
More detailed data is contained in the supplemental
information at the back of this repost.

ER I: Reduce the velnerability of the U.S. economy to
disyuptions in energy supplies.

The Department is pursning several strategies to reduce
.5, valnerabilicy to enecgy supply disruptions. One is to
support research and development policies and improved
mpulatory practices that can lead to improved utilization
of our domestic petrolsum resources, and minimize otr
reliance on foreign supplies and potential disruptions doe
to economic and political factors. The Depariment took
many acticas in FY 1998 w0 boost the Nation's
praduction of damestic oil, which has been on the
decline. The goal is to #nd the decline in domestic oil
production before 2005 through research and
develapment, policy changes, and favorable segulatory

praclices.
In the technology area, DOE developed and transferred

six new characterization technclogies, as planned, ard
demonstrated five advanced preduction enhancement
technologies to the oil industry, adding 17 million barrels
of reserves in FY 1998 and we expected to reach the
planned goal of 27 million barrels by FY 2002,

In the regulatory area, the Department completed work in
four States 1o provide the capability to establish
vanances for cil and gas injection wells in areas of low
environmental rizk. In addition, risk-based data
management systams for improved regulatory dacision-
making were implermented in 12 States. These data
managemeni systermns will help reduce cemulative
industry complianca costz by $16 billion by 2010,

The Strategic Petrolenm Reserve continwed 10 serve as a
key component of our cnsrgy securty srategy. fn
FY [998, facing a gas-in-oi! impediment to the rated

drawdown capability, the Department degassed 13
millien barrels of oil that had higher-than-normal gas
content, two million mors than originably planned. This
action completed the year's ofl degassification effont
ahead of schedule, bringing the total amount degassed to
172 million barrels. In addition, in FY 1998, the plannad
wotk on the life sxtanzion program baseline was
completed, bringing total #xecution of the $320 million
program to 92 percent.

Declining il Import Protection

The United States is botnd by reaty to | J=We
maintain strategic inventories of

petroleam, either Government ar privately hveld,
equivalent te 90 days of Rei impores. In direct respotise
fo the QPEC oil embargo of 1973-74, we built the
Strategic Petroleum Reserve and acguired as much os
502 million barrels of oil. It is the only contingency
program, outside of mititary response, that the United
Stares hat to respond to interaational energy supply
disruptions. However, in recent years, the import
protection provided by the Reserve has dropped,
linports have risen, oif purchasas for the Reserve were
discontinued, and as part of budget- balancing efforts,
Congress directed us to sell oil in each of fiscal years
1996 and [997. At the end af 1997, the oil in the
Reserve equated 10 63 days of imports, and that is
projected to keep falling as imporis Increase and oif
sales from the Reserve occur. Moreover, the protection
affordsd by private industry inventories, while
substantial, is declining slgnificantly.

The continuing decling in the momber of days of net
imports held in the Reserve could jecpardize our
national energy security and the U8 ability to meeat its
ireaty obiigations. While the U.S. can rely an privately
held stocks to satisfy its treary obligation, the Reserve
iy the only direct detervent to politically motivated
disruprions. U5, international leadership in this area
and the daterrent effect of the Reserve depend ipon our
maintaining the Reserve of Government-held stocks at
the M)-day net import level.

In light of the cutrent market canditions of cheap,
plentiful ail, it appears that the LS. economy is in good
position e continue to grow. However, the nation is still
quite vitlnerable to energy supply dismaptions. The
Department made great steides in mitigating the petential
impacts of such disruptions. Management considers that
our efforts in meeting objective ER 1 were successful.
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ER 2. Ensure that & competitive electricity generation
industry iz in place that can deliver adeguaie and
affordable supplies with reduced environmental

impact.

The 11.5. is entering a tims of oemendous change in the
area of electricity generation. During the next decade, our
citizens will begin to experience a competifive electricity
genetation market, in parzllel with increased awareness
of environmental impacts of electricity generation, and
increased choice of altemative energy supplies such as
natoral gas. With all of these factors altering the business
environment for the glectricity generation market,
industry will mobilize many resonrces to educate
consumers on ail parts of this complex infrastruchrre.
These efforts will resnlt in increaged awareness by
eonsumers, and market forces will dictate the energy
options of choice. In this environment, "clean” ensrgy
generation such as natural gas, nuclear power, and
renewables may assume a higher profile role. The
Depastment is working (0 ensurz that the optans thas
benafit the nation, a5 a whole, are available for consumer
choice.

The Department believes promoting engrgy security
requires increased investments in a wide range of energy
technology developments, including renewable
iechnologies. One of the Depanmeant's strategiss is o
develop renewable tschnologies and support policies
capable of doubling non-hydroelectric ranswabile ensrgy
generating capacity by 2019,

The Fedaral government is leading the way in the vse of
ranswable energy tschpologies through the Faderal
Energy Management Program (FEMP). DOE has
increased the vse of thess tachnolegies through the
completion of government-wide solar technelogy Super-
Encrgy Savings Performance Contracts. Jn addition,
FEMPF completed assessments of renewable enetgy
potential at 13 sites and has in progress six model
delivery orders integrating cost-effactive solar
technology and energy efficiency.

DOE is atso promoting the use of renewable domestic
energy through the VLS. retail market. In FY 1998, two
118, manufaciuring Facitities, Solar Cells inc. of Tokedo,
Chio, and BP Solar of Fairfield, California, began the
process of introducing commercial cadmium telluride
largs area photovaltaie modules, The modules are

installed in several demonsmation projects, which is a
very important milesione in the use of photovoliaic
technology.

In FY 1998, the Department continued implemsntation,
in coordination with industry and other partners, of the
Fresident’s Million Solar Rocfs Initiative. The Federal
government alone has already committed to mstalling
20,000 solar energy systems on Faderzl buildings by
2010, In addition, DOE established nine Stats and
Community Parmerships as part of the initiative in

FY 1992, which have developed preliminary plans to
imstall over 500,000 solar energy systems.

Solar Systems Installed (cumulative)
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To promote the development of clean power planis to
supplerment the Nation's electrical capacity and reduce
costs, DOE continved saveral sncomsgbal elemants of the
Clean Coal Techinology Demonstration Program. The
Department initiated the construction of a cozl-fired
dizsel engine praject for small utility and indesteisd
applications, In addition, the operations of 2 processing
facility producing a coal product fuel with a selfur
content as low as (.3 percent and heating vaiue up to
12,000 Bou/lb was completed. The goal is to significantly
teduce emisgions from corrent and new fossil fel plants
by 20140.

In the nuelear area, the goal is to improve the operation
and extend the nseful life of existing nuclear power
plants and maintain nuclear power as a viable option for
the future. Through the use of advanced electronics, the
nuclear indusiry should see contineed improvement in
the availability of existing plants from the 1996 average
of 70 percent t0 85 percent over the next dacade. In

FY 1998, the Department worked with industry to
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facilitate Nuclear Regulatory Commission final approval
of the Westinghouss APG00 design for a passively safe
nuclear reactor

Management considers the Department successfuily on
track toward meeting this strategic objective,

ER 3: Increase the efficiency and produckivity of
energy use, while limiting enviroramental impacts,

The Depanment's activities 0 increase the efficiency and
productivity of energy use, with minimal impact to the
environmene, span a wide range of energy consumption,
including transportation, buildings. and manufacturing.

The “vehicles of the futwre" campaign is on rack to
develop and deploy vehicles, fuels, and systems (o
improve encrgy efficiency in the oransportation sector,
This program contributes oo the Adminisiration's
Partnesship for a Naw Generation of Vehicles to develop,
try KM, prototype mid-gized cars capable of 0 miles
per galkon of gasoline. These cars will rednce NOx, and
CO, emissions by two-thinds compared to today's naw
car averags without compromising safety, comfost or
cost. Other clean ransportation technologies include
fuel-cell powered vehicles. In FY 1998, the Depattment
achieved 50 percent fuel effickency ai full power in
laboratory validation vests on hydrogen-fueled full-scale
proton exchange membrane fuel cell propulsion systeems.

In the most energy intensive induostries, the goal is to
redoce industrial anergy nse par unit of cusput by 25
percent by 2010, Thess encrgy intensive industries
inelude aluzenum, chemical, forest preducts, glass,
meial- casting, and steel production. The Depariment’s
effonts involve industry’ govemment/academia
partnerships in research and development. In FY 1998,
DOE supported 20 Industrial Assessmnent Centers’ work
ae 30 participating universities. These Centers conducted
more than 725 combined energy, waste, and productivity
assessments, The Department also developed roadmaps
that will drive our research and developrnent portiolio for
five of the most energy intensive industries.

In the buildings sector, the goal is to improve the energy
efficiancy of the existing U.S. building stock and
mcrease the efficicney of new homes by 30 percent and
other new buildings by 20 percent, compared to 1996
averages. Jn FY 1998, DOE with its industrial parmners
completed construction of 300 energy efficient homes.

The homes were designed to save 50 percent of energy
vse for heating, cooling, and hot water at 10 incremental
COSIS.
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The Department added 55 new community partnerships
0 our Rebnild America program, which now has
community parmerships in 47 States and three U.5.
teritorias, Tha ENERGY STAFR. program was sxpanded
to include windows in the portdolio of energy efficient
producis. DOE signed three appliance manufeciurers and
20 window and glass manufacturers o label and promote
Energy Star products. The number of stores labeling
Energy Star appliances doubled in FY 1998, when DOE

signed 2 major retailer buyers group representing over
1.2{H} stores natconwide.

Based on the Department’s focused approach and the
increased public awareness of energy efficiency. the
Mation is moving forward ty becomdng an efffcient
energy user. The Department’s commitments in meeting
Objective BR 3 were successfully fulfilled in FY 1998,

ER 4: Support U.S, eneryy, environmentel, and
economic inferests in global markets.

The Depantment's efforts in FY 1998 to support ULS,
interests in global markets have proven successtul. To
plan for energy-relared greenhouse gas reductions, the
Department developed and assessed options for
implementing the new international agresment proposed
at the Kyato Confersnce of the Partes to the UM,
Frzmework Convention on Climate Change. The
Drepartment maintained partnerships with more than 650
electric utilities through the Climate Challenge program.
These utilities are now on target 1o deliver a total pladged
amount of 47 million metric tons of voluntary
grecnhouse gas reductions in the year 2000,

10
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In the international atena in FY 1998, the Department led
the efforts to cooperate with foreign govemimenis to
remave policy, regulatory, and fiscal barriers te TS,
companies in enetgy efficiency, renewables, oil and gas,
ckean coal, and nuclear snergy markets. The Department
also continved coordination of the Russian-Ametican
Fuel Cell Consortitm to opan the Russian markets to
(1.8, manufactored fuel cells.

Managemeant considers agency efforts to support energy.
environmental, and economic interests abroad were
suceessful in FY 1998,

ER 5: Carry out information collection, analysis, and
research that will facilitele developmnent of informed
positions an long-ferm energy supply and use
alternatives.

The most effective decision-making on long-term epergy
supply and use alternatives can only be performed with
approprats information. The Department’s ¢xpertise in
energy information must be shared with our stzkeholdars
o asgist in making decisions. As part of its continuing
effort to expand public access to enargy data, Forecasts,
analysis, and aducation material, the Department
promised to achieve an average of 835,200 unique
monthly uzers to its Encrgy Resources Board Web Sites.
FY 1998 results indicated this goal was exceeded by
nearly threefokd. In addition, the Department commitced
to continue to publish its “Annual Energy Cutlook™ in

December 1997, which presents midicrm forecasts of
energy supply, demand, and prices through 2020 basad
on regnits from oue National Energy Medeling System.

In addition, the Department completed several activities
for the production of the Comprehensive National
Energy Strategy (CNES). A Departmental group was
formed under the leadership of the Energy Resources
Board to create the CNES. This gronp was staffed by
representatives from the parficipatng programs.
Coemments were sought and received from the involved
programs and other Federal agencies to produce an
Administration-approved docurment for submission to
Congress. The team held public hearings in thres major
cities to collect comments which were used to shape the
Strategy. The final document was published in April
1998,

Given the changing landscape in energy production and
usage, the collection, storage, and distribution of
information has become even more critical than before.
In this envircnment, the Department must lead in the
effons to conperate, educate, and disseminate. Evary area
feom power produciion to market deregulation (o
international climate protaction will rise and fall based

on the quality and availability of information. In this
arena, the Departmeni has been successiul at leading the
national and international commonity.
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The Department of Energy and its predecessor agencies
have long played a critical role in the United States
national security misgion. From the cotting-edge atomic
energy rezearch and developments of the earliest days of
the Manhantan Praject to the stewardship of the Mation's
nuclear weapons stockpile and intemational
nonproliferation efforts, DOE's activitics in coordination
with the Department of Defense and other agencies with
a national security mission irave helped to ensure that we
iive in a safe and securs world.

We have witnessed profeund changes in the United
States national sacurity policies in the post-Cold War
era, but our commitment to a secure national defense
remains as strong as ever. The nuclear deterrent remains
a comerstone of cur national security policy. However,
the nuclear deterrent is represented by a smaller, aging
weapons stockpile maintained without nnderground
testing. Qur stockpile stewardship programs are vtilizing
advances in science and éechnolegy to ensure the safety
and reliability of the stockpile. Intemational cooperative
efforts improve the safety and minimize the risks of
aging puclear power plants m the nations of the former
Soviet Union.

In 1997, the Depanment of Energy developed the
foltewing strategic goal for its Natienal Security business
line as part of the Strategic Plan:

NS GOAL: Support national security, promofe
infernationai nuclear safety, and reduce the
global danger from weapons of mass
destraction.

The Strategic Plan also cutlined the following seven
objectives to suppont the achisvement of our sirategic
goal degeribed above:

12
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NSI1: Maintain confidence in the safety, reliability,
and performance of the nuclear weapons
stockpile without nuclear testing,

Replace nuclear testing with a science-based

Stockpile Stewardship and Manzgement

Program.

Enzure the vitality of DOE's national sacurity

enterprise.

N34: Reduce nuclear weapons stockpiles and the
prolifertion threat caused by the possible
diversion of nuclear materials.

NS85: Continue feadership in policy support and
technology development for intemational
arms conerol and nenprelifecation effors,

N56: Meet national security requirements for naval
nelear propulsion and for other advanced
nuclear power systems,

Improve intemnational nuclear safety.

N§2;

NST:

The Parformance Agreement included 16 commitments
in support of the seven National Security objectives of
the Strategic Plan and 44 measures associated with them.
The Department's performance was fully sacceseful in
meeting six of these commitments, successful in meeting
seveh commitments and partially successful in meeting
only theee commimmenes. Our performance in meetng
each objective, based on the resuits against the
Performance Agreement, follows. More detailed data is
contained in the supplemental information at the back of
this report.

NS I: Maintain Confidence in the Safely, Reliability,
and Performance af the Nuclear Weapons Stocigrile
Withoot Naclear Testing

In pursuit of the Camprehensive Test Ban Treary,
Pragident Clinton dirzcted the establishment of an annuoal
review and certification process of the salety, rehiability,
and performance of the nuclear weapons stockpile, In
FY 1998, the third annual certification process was
initiated. The nine active and inactive waapons systems
were reviewed by DOE's pational weapons Iaboratories
md joint Project Officers Groups lad by the Department
of Defanse. Pre-decisional draft Annual Certification
Technical Reports on cach system wers compleeed and

final repoits provided to the Secretaries of Ensrgy and
Defense in August 1998,

DOE's efforts in maintaining the nuclear stockpile
include the lteration, modification, and surveillance of
stockpile weapons. Surveillance is essential to assess the
safety and reliability of the Mation's stockpile and
includes tests on weapon components and ilight tests of
unarmed weapons to examine performance of the
delivery sysiems. Alterations and wmodifications are
conducted when surveillance activities indicate the need
for updating weapons to meet higher safety standards,
replace fauity components, or to mest changed military
requirements, In FY 1992, DOE conducted weapens
altsrations of elght weapons systems and a medification
of one system. We also conducted 40 flipht tests;
however, we are behind schedole on laboratory tests,
conducting only 82 of the 100 scheduled. As of the end
of the fiscal year, DOE was aggressively pursuing the
completion of these tests.

In order to maintain cenfidence in the nuckear weapons
stockpile, the Department of Eoergy has to address the
igsue of a reliable soorce of tritinm, a radicactive isotope
of hydrogen necessary for the proper function of all U.S.
nuclear weapens. Since tritiom decays at about five
percent per year, it roust be replaced in weapons to
snsure their reliability. The U.S. has not producad new
tritivm for the past ten years and has uwsed recycled
tritivm from dismantled weapons 1o meet stockpile
requirements. Three years ago, DOE announced it would
explore a dual wack scrategy ¢ meet pew mtam
production requirements, This strategy included the
possible purchase of an existing or parfially complete
cornmercial reactor or irmadiation services therefrom or
the construction of an accelerator. DOE completed a
numnber of significant milestone activities on both tracks
of the strategy and in December 1998 made a decision
selecting imradiation services from an existing light water
reactor ag the primary sonrce of titinm. Congistent with
out dual strategy, the accelerator option has been
designated a "backop™ technology.

Management considers that this objective was mat
successiully.
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NS 2: Replace Nuclear Testing with a Science-Based
Stockpile Stewardship and Management Program

Sice the United Siates stopped nuclear testing in 1992,
the Department of Energy has been working on replacing
underground testing with a science-based program of
stockpile stewardship. The Accelerated Strategic
Computing Initiative is a program being developed to
help maintain our axisting aging stockpile through
advanced simulation and modebing. In FY 1997, a major
milestone was achieved with the installation of a one-
trillion operations per sesond compuoier system. In 1993,
DOE developed a three-tnllion operations per second
computer systam whach will provide weapons
simulations that are larger and mare complex than sver
before. DOE’s objective is to have a L0 trillion
operations per second capability in place by 2004,

Tie Mationad Ignition Facility, an experimental physics
tacility, is now under construction at the Lawrence
Livermore National Laboratory in Californiz. This
facility will enable scientists to achi¢ve the highest
possible wemperatures and densities attainable in a
laboratory, simularing thoge that ocenr in the detonation
of a nuclear weapon. Completion of the new facility,
which was on schedule and on cost at the end of

FY 1998, is planned for October 2003 although the first
experiments an: expected to be conducted in the facility
key 2001, Project activities in FY' 1998 included final sits
preparation, the award of two building constrction
contracts, and the sstablishment of manufachming
capacity at optic vendors.

Suberitical experiments are providing an improved
woderstanding of certain dynamic material properties of
plutenium, she fissile maregial in most nuclear weapons
primaries, and are considered essential For assessing
nuclear warhead reliability and safety in the absence of
nuclear testing. These experdments also make a
significant contribution to maintaining nuclear testing
rzadiness. Only two experiments were conducted in FY
1998 although extensive preparatory work was
completed for additional expariments expected to be
executed eardy in FY 1999,

Managerment considers the Department successfully on
track toward meeting this strategic objective.

NS 3: Ensure the Vitzlity of DOE's Natlonal Security
Enterprise

Meeting national security quirsments in this post Cokl-
Whar era has required the Departroent to reevaluate its
muclear weapons complex. Downsizing and
modermization activities at several DOE sites will ensore
that the U.5. maintains an appropriately-sized, cost-
effeciive, safe, secure, and environmentally sound
national security entesprise. Two key activities were
wnderway in FY 1998, The first, the czestablishment of
the Fit Prodection Program at the Los Alamos National
Laboratory, is on schedule, and in Febroary 1993, the
first early development unit pit was successtully
produced. A certified war reserve W8 pit is scheduled

to be available in FY 2000 to meet Dol reguirements.
The second activity, the resumption of Enriched Uranium
Operations at the Y-12 Plant in Oak Ridge, began in FY
1997, Scheduled activities in FY 1998 were parhally
delayed until FY 1999 when the final phage of the
resumplion is axpected to be completed.

Counterintellipance

In 1998, President Clinton mandated
immediate and significant changes to the
Drepariment's Counterintelligence Program. This
mandate was the result of over half a dozen substantive
Studies eritical of the Depariment’s policies and
procedures for handling foreign nationa! presence at
the national Inboratories and aur measures to counier
the threats posed by these visitors. In response to the
President’s mandate, the Department created an
independent Qffice af Counterintelligence and
iqunched a major initiative to enhance the protection
of senzitive rechnologies againsi foreipn inmelligence

Ererping
Trnie
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and terrorist attempis to acquire nuclear secrets and
other sensitive information from DOE laboratories. A
90-Day study conducted in FY 1998 resulted in a

classified report with major findings and
recommendations focused on:

1) aceountability of loboratory directors for
counterintelligence activities at their locations;

2) orgenizaiion and management of the
counterintelligence program;

1) szcurity proprams thal support the
counlerintellipence mission;

4) weaknesses related to foreign visits and
Assigraneits;

5)  the counterintelligence-cyber threat; and

8) FBI and intelligence compunity relationships.

The Deparunent has delivered an action plan o the
Assistent to the President for National Security Affalrs
that corumits te achieving significant improvements in
its counterintetligence program by adopting viriually
alf af the report revcommendations.

Maintaining the capability to resume nuclear testing,
consistent with Presidential direction, requires DOE to
mantain tast facilitias and equipment at the Mevada Test
Site and the nuclear teseing skills of pexsonnel at both the
test site and the nuclear weapons laborataries. Suberitical
experiments, two of which were conducted this year at
the Navada Test Site, and specially designed teat
readiness exercises maintain test readiness skills, In
September 1998, a major exercise, that simulated a mass
venting of an underground nuclear west at the site,
exercised amergancy ragponge systems that could be
needed during a nuclear test. Hundreds of experiments
were conducted st weapons laboratory facilities during
the year which exercised testing related skills and
technologies,

The Depariment’s Emergency Response program
provides a national capability oo respond to any
radiological emergency or nuclear aceidant within the
United States and abroad. During FY 1998, DOE
radiclogical emergency response asssts panticipated in 32
113, and Qverseas exercises and 17 real-workd eveats.
Radiation accident management waining was provided to
399 health professionals, and there was response to 224
calls for medical assisiznca.

Management considers cur efforts in meeting objective
NS3 to be on track,

NS o> Reduce Nuclear Weapons Stockpiles and the
Profiferotion Threat Caused by the Possible Diversion
of Nuciear Muterials

The Department takes an active role in reducing the
global danger from weapons of mass destroction by
reducing inventories of surplus weapons-usable fissile
matenials worldwide. Such efforts entail reducing cur
own weapons stockpile as well as intemational
cooperation o dispose of surples fissile materials, place
excess materials under safeguards of the Intemationad
Atomic Energy Agency, and reduce the demand for
highly ennched vemivm in civilian programs.

Since 1993, the 1.5, has dismantled a total of 6,942
nuclear warheads that have been removed from the ULS.
nuclear weapons stockpile. During FY 1998, 1,062
nuclear warheads were dismantied, mesting our detailed
dismantlement schedules in a gafe and secure mannar.

{On the intemational front, DOE has bean working

closely with Rossia to dispose of surplus Russian
pleionium that is a potential threat to global secarity. In

Dismantlerment of Nuclear Warheads

Hunribon oF Whiawtwads Dlstnatifled
2l
[=]
1 1

T T T
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Achual Projeciad

FY 1998, 24 metric tons of Rossian highly enriched
uranium were convened to low enriched uraninm under
DCE monitoring. Monitoring irips to Russian facilites,
where 1.5, officials ohserved facility operations subject
10 cur agreement with Russia, have been successful.
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Surplus Fissile Materials
The United States and Russia have

extensive invenltories aof fissile nuclear

maierials that are no longer needed for defense
purpaszs due o the end of the Cold War. A danger
exisis in the porential giobal proliferation of nucitear
weapons and in the porential for enviranmenial, safery
and health consequences if surplus fissile nuclear
maierialy are not properly managed, The Department
could save storage, secirity, maintenatice, ard
handling costs associated with these assets.

Deparimental
Challengs

We are reducing our surpius fissife nuclear materials
through varicus priority actions. fn 1998, we made
available 1o the United States Enriclunent Corporation
the first installment on 50 metric tons of surplus highly
enriched wranium for down blending and subsequent
sale. With regard 1o surplus phutonium, we are
continuing to pursue a hybrid sraregy thar cails for
immobilization of some plutonivm in ceramic form and
burning of seme as mixed oxide fuel in existing,
domestic commercial reactors. We will decide on the
Fire(s) for disposition of our surplus plutoniem in 1599,
We are working with Russia to attain reciprocal
actions for the disposition of Russian plutoniim and
will ot construct new facilities for the disposition of
Uniied Staves pluionium unless there is significant
progress with Russia on plans for pluionium
disposition,

DOE succassivlly completed irradiation of the advanced
low enriched uranium fuel test assembly at the Advanced
Test Reactor. The development of alternative low
eariched uranium feels for research reacters and targets
for medical isotape prodoction will reduce the need for
highly enriched wraniwm and the potsntial for it 10 pose a
threat to national security.

Management is concerned with the danger that these
nuclear materials may fall inte the hands of 1errorists or
non-nuclear nations, but belisves adeqguats plans &re in
place o0 address the issoe.

N§ 5: Continue Leadership in Policy Support and
Technology Development for International Arms

Contro! and Nenproliferation Efforts

Ensuting our national seeurity requires much more than
mantaining a strong nuclear deterrent. ft also requires
that we work on an itternational scope e minimize the
threat of auclear weapon techoeclogy and materials falling

inte the wrong hands. Our objective is to strengihen he
nuclear nonproliferation regime and advance arms
comtrol through support of treaties and intemational
agreements. Since the end of the Cold War, an important
component of our nonprodifecation programs has been
our work wiih states of the former Soviet Union to
ininimize the risks of proliferation. We have compleied
many security upgrades at Russian reactor siteg and in
the Russian infrastructure that support the manviacture,
wanspartation, and storage of weapons-usable nuclear
materials. For example, in FY 1998, our nonpreliferation
and tzchnical experts successéully tested the operation of
a prototype rzilcar doring a five-day &rip over Ruossian
railroads. Upon completion of the test, the program
moved forward to upgrade 31 of the 35 railcars nged to
transport the nuclear matenals.

In Russia, Ukraine, and Kazalhstan, core technical
experts at technical instiiutes wers named {0 lead their
nations in support of neaproliferation activities. In FY
1998, the expernts conducted workshops in their countries
for government officials, technical experts, and exporters

to educate them on the importance of sxport controls,
including nagsional and international expoit continl

precedures. In Russis, these experts implemented a
comprer system to facilitate the reviews of nuclear
export applications and employed the Russian customs
personnel to assist them in preventing leakage of nuclear
materizls and other sensitive commodities.

The Department 2lso supported the Indemational Atomic
Energy Agency and the United Nations Special
Commission in performing monitoring and introsive
inspections in North Korea and Irag.

The Department is mesting its objective ko continpe
leadership in this area.

NS 6; Meet National Security Requirements for Naval
Nuclear Propulsion and for Other Advanced Nuclear

FPower Systems

e to its nuclear expertise and state-of-the-ant noclear
facilities, the Department of Energy is charged with
providing the U.S. Mavy with safe, milieartly-effective
nuclear propulsion plants and ensnnng their continped
safe and reliable operation in Navy warships. In

FY 1992, development of the next ganeration plant for
the Mavy's New Attack Submatine proceeded with the
testing and development of components and systems,
such as the mechanical test cell and control drive
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mechanism units, to demonsirate design acceptability.
Reactor assessments continued as well to support the
Navy's Analysis of Alternatives for a new muclear

powered aircraft canier,

During this fiscal year, the Department's Naval Reaciors
Program celebrated its 30th anniversary, and
management is confident thiz strategic objective ig being
met suceassfully.

NS 7: Improve International Nuclear Safety

In our endeavor to advance noaproliferation cooperation
worldwide, DOE assisted countries of the former Soviet
Union in reducing the safety risks from Soviet-designed
nnclear power plants and implamenting safaty programs
to meet intemational safcty practices in the nuclear

industry. In FY 1998, new safety systems, providing
plant operators a tcol te safely control the plaat in the
gvent of an abnarmal sitmation, were installed at the
Zaporizhzhya plant in Ukraine and the Novovorenszh
plant in Russia,

The Department of Energy and the U.S, Agency for
International Davelopment have been working over the
past several years on a multi-national affort te shutdown
the Chomebyl nuclear power plant in Ukraine to reduce
forther safety and environmental risks, In FY 1998, DOE
reached an agreement with Ukraioe on the defoeling of
Unit 1 and an everall decommissioning stategy for the
three reactors was astablished.

This objective is being met.
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The Environmental Managsment Program, charged with
the weapons complex cleanup effort, began the
implementation of its cleanup plan, "Accelerating
Cleanup - Paths to Clogure." This plan has become
knawn as the "2006 Plan," and it was a path o complete
the cleanup of many of the contaminated sites within the
next eight years. The "2006 Plan" provides ihe basis for
much of the envirohmental quality strieric vision and
planning.

The Department of Energy has the following strategic
goal for its environmental quality business line:

EQ GOAL: Aggressively clean up the
envirormenial legacy of nuclear weapons and
civilian ruclsar research and develapment
programs, minimize futurs waste generation,
safely manage nuclear maferialy, and
permanently dispose of the Natlon's radionctive
WESEEs.

Corporele Menagement  1he Strategic Plan also outlined the following seven
& OWher Programs

] ENVIRONMENTAL goal dB:Sl:rihEd ab(ﬁ"ﬁ:

objectives to support the achievement of our strategic

EQ1: Reduce the most sericus risks from the
environmental legacy of the TS, nuclear weapons
conplex Eirst.

EQ2: Cleanup as many as passible of the Departinent’s
53 ramaining contansinated geographic sitas by
2006.

EQ3: Safely and expeditiously dispose of waste generated
by nuclear weapons and civillan puclear research
amd developerént programs and make defenze high-
Jeve! radivactive wastes disposal-ready.,

EQd: Prevent fonm= poilution.

BQ5: Dispose of high-leve! radioactive waste and spent
muckear fuel in accordance with the Nuclear Wasts
Policy Ast as amanded.

EQo: Eeduce she life-cycle cosis of enviroomental
cleanuy.

EQ7: Maximize the begeficial revse of land and
effectively comitrol risks froin residua)
contaripation.
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The Performance Agreement incloded 11 commitments
in suppart of the Environmental Quality objectives of the
Stracegic Plan and 26 measures associated with them.
The Department’s performance was fully successful in
meating six of these commitrents, successtul in meeting
three commitments, and partially successful in mesting
only twe commitments, Our performance in meeting each
abjective, based on the results against the Perfformance
Agreement, follows. More detailed data is contained in
the supplemental information at the back of this report.

EQ 1: Reduce the most serions risks from the
environmental legacy of the U8, uuclear weapons

complex first.

Envirorimental Complignee

The Department faces significant long-
term environmental compliance and
waste management problems at its facilities due 1o past
cperations that left a legacy of unacceptable risk to the
envirgnment. These circumsiances dictate that
continwed high priorirty be given to evaluating and
carrecting the impacts of past proctices and
characterizing and minimizing the possible adverse
impacts of present and future activities. We are acting
aggressively in the cleanup of our sites; however, the
Jinal completion is a lang-term, castly effort, Through
FY 1998, we have completed cleanup actions ar 63
sites. Substanrial actlens w2 correct the overall
environmentod compllonce challenge will be completed
in 20000 with the execusion of our approach fo bring
103 of the 113 waste sites and facilities into regulatory
compliance,

In FY 1993, the Department committed to cleaning op as
many of the contaminated sites in the nuclear weapons
complex Bs possible by 2006. We pricritized cur cleanup
actions to identify and complete the projects representing
the most sarions risks to workers, the pablic, and the
environment first, Preventing further increases in risk to
the environment at all sites is also a top priotity.

W
~Challmge °

Among our ¢lean up afforts, stabilizing and safely
storing spant nuchear fuel was identified as a serions risk.
The Departmont’s target for the amount of spent nuclear
fuel to be stabilized and placed in interim storage was
approximately 3.7 martric tons for FY 1998, The
stabilization at the Idaho National Engineering
Laboratory was stalled, due to delays in equipment
delivery. Once the equipment armved, functienal testing

found several deficiencies, impacting the schedule even
further. The Idaho Mational Engineering Laboratory has
been working 10 comect the deficiencies identified in the
syskam.

The project to stabilize and store plutonium waste was
designed to eliminate the serious risk posed by 11.5.
inventories of this radicactive material. The Depariment
stabilized only 3,000 of the 7,000 liters of plutonium
solution identified for this project in FY 1998. The lower
number results from termination of a draining speration
at one of the Rocky Flats facilities in FY 1998 due to
unexpected safety issues, At the Savannah River Site, we
seccessfully met our 1arget of closing one higlv-level
wagle storage tank in FY 1996,

Although cleaning cur sites and protecting the
environment iz one of the Depantmeant of Energy's
highest pricnties, our progress in FY 1998 indicated that
we only parially met Objective EQ 1, raising the issue
that the serius environmental nsks posed by our sites
must be addressed more effectively in the future: if we are
to meet environmental compliance requirsments.

E 2: Clean xp as many as possible of the
Diepartrnent's 33 remaining comamingted geogruphic
sites by 2006,

As of the end of FY 1997, there were 53 remaining
contaminated sites requiring cleanup. In order to meet the
ambitious plan for completing many of these projects by
2004, the Department accelecated cleanup sfforts by
allocating additional fonding. Remediation progress is
measured by the completicn of release sites, where thers
are discrete arcas of contamination, and contaminated
Facilitics that will pltimetedy lead to the complketion of the
entire geographic siie. in FY 1998, the Depariment
completed remediation at five geographic sites rather
than six as planned. This brings the total number of
completed meographic sitas to 65 of a total of 113
contaminated geographic sites. We also completed 89
Facility decomemissioning assessments and B2 facility
decommissionings, bringing the number of completed
facility decomimissionings to 532 cut of a total inventory
of 2,950 facilies.

While performing the clranup activities crifical to this
program’s success, management muse take great
measures o ensure that all stakeholders are incleded in

the negotiation and site cleanup process; morsover, all
sides share the goal of placing public safety, worker
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satety, and environmental protection before ali cleanup
activities. Therefore, management must sirike a balance
between hicw much to cleanup and on what schedule.
Given the regources expended doring FY 1998,
management believes that we are on track in meting this
abjective,

Eq} 3: Bafely and expeditiously dispase of waste
senerated By nuclear weapons and civilian ruclear
research and development programs and make
defense high-level radivactive wastes disposal-ready.

Wasta [solation Pilnt Plant —
Chal

The Department is nor abile o
permanently dispose of the fransuraric
radioactive waste generaied by its weapons cotnplex.
The schedule for opening the Waste Isolatian Pilat
Plani {WIPP), the Nation's first research and
development facliity fo demonstrare the safe geologicol
disposal of transuranic waste, fias continued (o
gxperience delays due to litigation. In J998, the
Environmental Protection Agency certified thar WIPP
contplies with its radicactive dispesal regulations and
the Depariment informed Congress af its intent Lo
begin disposal gperations. However, the State of New
Mexice has not issied the final Resource Conservaiion
and Recovery Act permiit reguired for disposal of mixed
transuranie waste, The apening of WIPP is now
scheduled for 1299 ag the Department continues to
work with the State of New Mexico to resolve the
remaining legal challenges, Until WIPP is open,
rrensuranic radioactive waste is being stored
temporarily ar humerows Departmerva! facilities across
the counsry.,

In FY 1958, DOE planned to ship between 388 and 592
eubic meters of tezhguravic waste from Los Alamos
Mational Laboratory, Rocky Flats Environmental
Technology Site, and the Idaho Mational Engincering and
Environmental Laboratery, However, since the opening
of WIPP was delayed until FY 1999, these targets were
nissed.

Drespite the delays in the WIPF facility, the Departrment
did make progress in other areas related to itz
commitment of safely and expediticusly making waste
disposal-ready and disposing of waste generated duning
past and corrent DIOE activities, In FY 1998, the West
Walley Demonssration Project in New York prepared 75
canisters of &xisting high-leval waste for disposal. The

Eepartment also disposed of nearly 30,000 cubic meters
of low-level waste and 4,000 cubic meters of mixed low-
level waste. The Defense Waste Processing Facility at
the Savannah River Site in South Carolina made ready
228 canisters of high-level waste, 28 more canisters than
the FY 1998 target.

Although the delays in opening the WIPP were due o
circnmstances bayond control of the agency, thereby
causing the Depariment to fall short of its cbjectives, we
cannot consider our efforts to meat this obyjective a

success. Delays must be taken into account during
planning phases. We must overcome the obstacles in
order ta caity out the Depaciment's mission. Cur efforis
in meeting this objective were only partially successful in
FY 1998, and the Department considers this objactive a
management challenge and concern.

E{} 4: Prevent fultire pollation.

The Department of Enerzy's commitrment to preventing
future pollution was intsnded 1o 2nsura that we do not
compound our future cleanup work from ongoing agency
activities. In fact, pollution prevention, including waste
minimization, recycling, and reuse of materials, was
incorporated mto all DOE activities.

Our efforts to prevant pollution in FY 1993 resulted in
the reduction of radioactive, mixed, and hazardous waste
generation by 14,000 cubic meters. Overall, as of the end
of FY 1998, we were on track 1o reduce routine waste

generation by 54 perceni, compared with 1993 waste
generation rates.

Management recognizes that pollution prevention,
recycling, and waste minimization ace the Key 10 meeting
anr futare national objectives while prserving our
natural resources. Based on corrent successes in these
areas, management considered that this objective was
successiully met,

EQ 5: Dispose of high-lavel radioactive waste and
spent nuclear fuel in accordanes with the Nuclear
Waste Policy Act as amended.

The DOE Civilian Radicactive Waste Management
Program is charged with disposing of the Nation's spent
nickear fuel and hagh-level radicactive waste as outlined
i the Nuclear Waste Policy Act as amended. In FY
1998, viability assessment analyses for licensing and
constructing a geologic repository at the Yucca Mountain
Site were compteted. The four key ecomponents of the
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analyses were: design and operational concept,
performance of that concept in the geologic setting; a
cost plan and estimate to constract and operate the
repasilory; and an estimate and plan of the costs to
complete a license application.

Anticipating poiential stantory direction that may
include transportation of spett nuclezr fiuel and high-
level waste to a designated interim storage Facility, the
Civilian Radioactive Waste Management Program
completed safety analyses for the Centralized Interim
Storage Faeility. The Department alse revised and
submitted the Topical Safety Analysis Report to the
Huclear Regudatory Commissicn. In addition, the pelicy
end pracedure for implementation of Section 130 of e

MNuclear Wasts Policy Act was revised.
Yucea Mouniain

Deparmnenial
In accordance with the Nuclear Waste Challange

Pollcy Act (NWPA), as amended, the
Deparement has been studying Yucca Mountain,
Nevada, ro determine ifs suitability for a permanent
reposirary. Livigation, funding shortfalls, and the need
Jor scientific characterization well bayond the lavels
envisioned when the NWPA was Initlally passed in
1982, necessiiated a change to the schedule and in
7989 the Department fixed the schedule for start of
repository operations az 2010, Umtil a permanent
repository is open, high-level radioactive waste and
spent niclear fuel are being stored temporarily at
numterous Departmental facifiies and individua!
utilities around the country.

Progress is belng made. A viablllty assessment of the
Yucea Mountaln site wag completed in 1998, Future
acilons are to complete an environmental impact
statement In 2000, and, If the site s suitable,
recommend i to the President in 2004, submir a license
applicarion fo the Niiclear Repulatory Commission in
2002, and begin repository operations in 2010.

In the meantime, @ U8, Cowrt of Appeals recently nied
that the Department had an wnconditional obligation te
initiate waste acceptance by January 31, 1998, Because
a Federal receipt facility canstricied under the NWPA
is not yet available, the Department is wnabie to inifinte
waste acceplance. As @ result, several utilities have
brought suit against the Department and In the first
three cases, the Court of Federal Claims found that the
Deparement has breached its contracts with three

Yoeca Movatazn Tunnel

utilities with shutdown reactors. There is an ongaing
process to determine the damages the Governmen! must
pay these wiilities. Other cases involving utilities, most
with pperaring reactors, are currenily pending in the
Court of Federal Claims. The Government has argued
that these wtilities must first exhaust administrative
remedies at the Department before fillng suit in court,
We expect a decision in the first of these cases in 1995,
Whiie it is too early ie evaluate the ultimare impacr of
claims based on these cases, ihe Depariment has
estimated possible damages to be between 3500 million
and 31 billion if all utilities filed claims. Some wiilities’
represeniatives have estimmed damages totaling 345
hiflion.

EQ 6: Reduce the life-cyele costs of environmental
cleanup.

Becanse the scope of the Department's cleanop effort is
solarge, we have taken steps to ensure that the costs are
minimized through enhanced performance and increaged
efficiency. We have used many methads 1o eontrol onr
costs, including the vee of fixed-prics compatitive
contracting, oplimized project sequencing, privatization,
systems engincering, and bench marking. Recyeling and
waste minimization effosts have also helped the
Department control operating costs, rasulting in 4 two-
fold benefit as they also keep risks to the snvironment at
a minimum.

FY 1298 accomplishments include vender selections and
awards for the Oak Ridge TRY (transuranic) Waste
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Treatment Privatization contract, the Hanford Tank
Waste Remediation System contract, and the Carls bad
Area Office Contact-Handled TRY Waste
Transportatien Privatization contract.

Developing and deploying inrovative environmentad
cleanup, nuclear waste, and spent fue] technologies have
contributed significantly to reducing our costs as we
provide greater protection o our workers and the
environment. In FY 1998, DOE developed and actually
deployed 119 innovative technologies across ite
complex. The Departmrent conducted 35 full scala
demonstrations of altemative technology systems that
meet the performance specification needs at lower costs

as identified by the Site Technology Coordinating Group.

[n addition, the Enviconmental Management progrant
made 40 alternative technology sysiems available for
implemenkation with full cost and engineering
performance data.

When performing life cycle analysis, management must
consider which interventions are appropriate and when.
A decision to clean one site completely before beginning
anatiier site may not be popular, However, if specific
“mainienance” activities can be halied based on that

cleanug, the unpopular decision may be the best decision.

Management has considered numerons propoesals to
reduce life-cycle costs. Seme have been chosen and
others rejected. Based on these decisions, management
considared thiz objective successfully on track to lead to
greater reductions in the overall lifs-cyele cost of the
Dizpartment's environmental cleanup.

BQ 7: Maximize the beneficiol reuse of land and
effectively coniral risks from residual contamination.

The Departrment is working very closely with
stakeholders te develop comprehensive land use plans
for many DOE sites following their cleanup. Thess land
use plans address future elternative uses, environmenital
requitements, and implementation schedules for land use.
The Department had committed to providing Congress,
by dMarch 1992, a5 outlined in the 1997 Natonal
Defanse Authorization Act, a "fobure use” plan for many
DOE sites, imcluding the specific plans for Hanford Siee,
the Savannsh River Site, the Rocky Flats Environmental
Technology Site, and the Idabho Mational Engineering and
Environmental Laboratery. The Department was
subsequently granied an exdcnsion and plans for aii sites,
except Hanford, were submitied in October 1998, The
plan for the Hanford site will he submitted to Congrass
when it is published.

Management is concemed with the agency's imtial
delays, but believes it is successfully on track with this
chjective.
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The successful performeance of virtually every mission
activity at the Department of Energy 15 based on the
scientific leadership of our national laborateries and
industrial research parmers. From the smdy of global
climate change to advancing nuclear nonpreliferation
worldwide, science is at the heart of the Department's
work. Although the Cold War has lefi a legacy of
envirenmental risks and threats 1o cur natichal security,
it has also left a legacy of world-class scientific and
technological accomplishments.

In addition te the scientific pasure of our mission, the
Department is 2lso responsible for sustaining the
Nation's science leadership in the basic research areas,
such as chemustry, physics, and matenials science. The
Department’s science and technology-related endeavors
have fostered much of our Nation's economic prosperity
over the past half century, and we anticipate our role in
promoting economic growth will continue to be an
integral compoenent of the global economic community in
the future.

Year after year, the Department of Energy's contributions
o cutting-edge techinological develepments eamn
wotldwide recognition. In FY 1958, R&D Magazine
awarded 33 R&D 100 Awands 1o the Dapartment's
labotatories, bringing the total number won by our
national [aboratories since the program began 25 years
ago to 486. This is a remarkable achievement
considering that this is the most awarded by far to any
single organization, private ar government, and amounts
to twice as meny awards as those received by all cther
govemment agencics combined.

In 1997, the Department of Energy developed the
following siratepic goal for ite ecience and technology
business line as part of the Strategic Plan:

ST GOAL: Deliver the scientific understanding
and techuological innovations that are critical
0 the success of DOE's mission anid the
Nation's seience base.
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The Sirategic Flan also outlined the folkowing four
objectives (¢ support the achievement of our strategic

goal described above:

5T1: Develop the science that underlies DOE's

long-term mission
ST2;  Deliver leading-edge technologies that ars
critical to the DOE mission and the Mation.
ST3: Improve the managemnent of DOE's research

enterprise to enhancs she delivery of kading-
edge science and technology at reduced costs.

Agsist in the povernment-wide effoet 1o
advanes the Mation's science sducation and
literacy.

sT4:

The Parformance Agresment incladed 12 commitierts
in suppost of the Science and Technology cbjectives of
the Strategic Plan and 32 measures associated with them.
The Department's pecformance was suceessful in meeting
1L of these commitments, and partially successful in
meeting one commitment. Our parforuance in mesfing
cach objective, based on the results against the
Performance Agreement, follows. More detailed data is
contained in the supplemental information at the back of
this report.

ST I: Develop the science that underlics DOE's long-
ferm mission.

The Department’s efforts to develop the scisnce that
supports our long-term mission produces the knowledge
ang ynderstandinyg that will allow scientists (o0 make
breakthroughs in other fizlds.

DOE-sponsored researchers have applied technglogical
advances from other rescarch areas, such as the semi-
conductor field, to develop very small data processing
components used o process medical imaging datz in
record dme. A major accomplishment in FY 1998 was
the use of high parformance computing to batter
understand and modal the molecular mechanisms of
scintillator fluorescence. This scientific advancement
resutted in new technologies for breast cancer detection.
In the Dapartment’s effort to continuglly suppet the
Jevelopiment of new highly-specific mdio tracer probes
to devect and treat disease, a joint workshop was held
with the National Institutes of Health. The workshop laid

the groundwork for developing an advanced research
program ihat will capitalize on the recent advances in
molecular and structural biology. These researchers will

produce the next ¥eneration of melecular imaging probes
for puclear medicine.

In FY 1998, the Department’s Brockhaven National
Laboratory in New Yaork, in coordinated efforts with the
Beth Isracl Deaconess Medical Center, completed early
clinmeal trialy of Boron Neutren Caprore Therapy, &
potential method of treating cancer, including brain
cancer and melanoma, that resist conventional metheds
of treatment. During FY 1993, a total of 53 patients have
been treated at the two cooperating facilities, Ultimearely,
the results of this research will be made available via the
Warld Wide Web.

The Department of Encrgy Joint Genome Institule's
fmman genoms project continued to make progress in FY
1998. The three organizations who have combined their
unique capahilities o form The Joint Genomse Institote for
work on this ground-breaking endeavor, Los Alamos,
Lawrence Livermaote, and Lawrence Barkaley National
Laboratories, reduced their costs and increased the speed
and quality of DNA sequencing. They established
ambidows DNA sequencing goals and wene five percent
aver targek for unigue DNA sequence completed in FY
1992, Thess goals were based on intermational standards
for DINA sequence quaiity agresd upon by the
international scientific community. The Joint Ganome
Institute submitted 20 million bases of high quality,
unigus DNA sequence to public data bases in FY 1998,

To fucther the knowledge of energy and mater, the
Departnvent began fully operating all three experimental
halls ai the Thomas Jefferson Natonal Accelerator
Facility in Mewport News, Virginia. The laboratory can
deliver simuitansous beams of widely differing snergies
and cersents to each hall and is also able to deliver &
polarized beam to any of them.

Internaticnal collaboration on science projects allows
scientists from other parts of the world to leverage their
résearch opportunities 10 reach & synergistic relationship
that has the potential to break new ground in their fiekds.
Under the Russian-American Fuel Cell Consortium,
scientists designed and developed advanced catalysts,
electrodes, and membranes in support of the
development of fuel cell technology az an efficient and
reliable energy resource. In FY 1998, we funded mine
research and development projects covering the fulk awray
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of key fuel cell technologizs. The overall goal of these
projects was to recuce the cost of fuel cell technology by
testing less expensive materials to make up the
component parts of fuel cells, An additional benefit of
the collaborative projects was the vseful employment of
formner Russian nuciear weapons scientists in commercial
research and development activities, rather than in
military applications, thus promeoting zlobal
nonproliferation sfforts.

The U.S. began cooperative research effons with Russia
on fundamental properties of matter, fusion energy

seignce, nuclear reactor safety, environmental restoration,

and nuclear wasts manageinent under the umbrela
Peaceful Uzes of Atomic Energy Agreement 25 years
ago. The agreement covered hundreds of activities under
four major meroranda of covperaion. In FY 1998,
major progress confinued in high energy and noclear
physies, fusion seience, nuclear safety upgrades at
Ruszian reactors baoilt in the Soviat era, and research on
environmental restoration and waste management of
materials associated with nuclear fission.

In the area of science, the UL.S. has a broad responszibility
to expand the knowledge of oor planet for constrvctive
purpuses. The Department’s role is o advapce the
scientific domain within our mission areas. At the same
time, the Department must remain vigilant 10 ensore that
the expenditures in the aren of general science are
controlled and efficient. Based on the nomerous
accomplishments during FY 1998, management
considers that cur efforts in FY 1998 toward meeting
this abjective wens successful

ST 2: Doliver leading-edpe technolopies that vre
critical to the DOE mission amd the Nation,

Az our mission has evelved during the past half century,
50 have our scientific and teehmical capabilifies. As we
approach the 21st century, we must ensure that our
mission critical capebilities continue to support emerging
energy, national security, and 2nvironmental quality
goals.

The Department continuead to pursue intasmational
collaborations in FY 1998 on large-scale sciencs projeces
to explore the frontiers of high-energy physics. Over the
courss of FY 1992, we established cost and scheduls
baselines for the three components of the 1.5,
contribution to the Large Hadron Coliider.

On the domestic iront, DOE executed a rult-ysar
contract for development of highly efficient radicisotope
power systems in suppori of the National Aeronautics
and Space Administration's (NASA) future mission
requirements. Lockheed Martin Astronautics was
selected as the system integration contractor to develap
an advanced radioisotope power system for potential nse
on the Europa Orbiter, Pluso-Kuipsr Express and other
futere NASA missions. Work began in FY 1998 on the
new conversion technology and system design to meet
requirements.

Althongh DCE's own research and development
capabilities are world-renowned. we recognized that the
pursuit of new technologies can be accomplished more
effectively and efficiently through partnerships with
industry, academia, and other government agencies. o
FY 1008, the Depantment selected 17 naulti-year
laborarory technology raseasch projects in the areas of
advanced matenials, biotechnology, intelligent processes
and controls, applied matheimatics, and catalysis. These
areas represented our top priorities for science and
technology, and the projects were 50 percent cost-shared
with indostry pariners. Eessarch bagan on eight of the 17
projects during FY 1993,

Considering the successiul deployment of so many
mission-critical technologies in FY 1998, management
believas the Departiment is suceessfolly on track toward
meeting #is strategic objective.

ST 3: Improve the maragement of DOE's research
enterprise to endurnce the delivery of leading-edge
science and technology af rednced cosis.

The Department of Enargy operates one of the largest
scientific research and development enterprises in the
world, supporting a network of national laborateries and
user factlities employing more than 30,000 scientists and
engineers who conduct world-class basic and applicd
research.

Given the immensity of the laboratory complex, it is the
Dispartment’s role to =nsurs that the [aboratories, wser
facilities, and other DOE research providers are managed
in ap integrated, responsive, and cost-effective manner,
buikling on unique core strengths and contsponding
roles and minimizing duplicative activides.

As plenped, the Depantment completed a draft facilities
roadmap which will deterraine the neads for and provide
direction to the scientific facilities through the yaar 2020,
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The Department also made prograss on the developsnent
of pew faciliies. DOE mitiated the assembly and
installation of the Mational Spherical Tokomak
Expenment 2 the Pdncetan Plasma Physics Laboratory.

DOE's user facilities provided access w0 our coting-edgs
scientific and technalogical resources. During FY 1998,
however, the Deparisnent determined it muse improve the
management, dissemination, sharing, and use of
scientific and technical information. In FY 1998, the
DOE Office of Scientific and Technical Information and
the U5, Government Printing Office unveiled a new
information tool that made DOE regearch and
development report literatore available on the world wide
wab, Named the "DOE Information Bridge.” the waol
became availabie with a woild wide web address and
required no passwords or other entry requirements. The
systetn can be wsed to access, locate, search, and
download full-¢ext and biblicgraphic information
elecironically. At the end of FY 1998, the site included
the full-text of more than 37000 DOE-spangored
research and development reports and their biblicgraphic
records and abstracts,

On another Front, the longstanding issue of the
evaluation process for DOE's research programs showed
signs of improvement in FY 1998, The Fusion Energy
Sciences Advisory Commitiee was charged to review the
advanced fusion maserials program and a pane) of
specialisis was appointed 4o conduct the review. The
High Energy Physics Advisory Panel's Subpane]
completed its stndy, and the resolting report, entitled
"Planning for the Future of U.S. High-Energy Physics,”
was published in February 1998,

In batancing the competing needs of the Department's
vanious stakeholder groups, a swccessful scientific
program was established that addressed those needs
within the constraint of our budgat enviconment. By
relying on peer review and national professional
socisties, the Depaniment has been able to identify the
top scientific objectives and organized the resources to
meel those objectives. The effons to date will keep she
Department on track te achieve onr sirategic objective of
improving the management of our research enterprise.

ST d: Assist in the government-wide effort to advance
the Nation's science education and Liferacy.

Just as science education and literacy was essential to qur
Nation‘s past successes, it will play an even larger role in
ous Nation's future successss. If the United States is to
retain its global leadership in science and technology, we
must give our youth the best possible toals in math and
seienze. The Department of Enargy is committed to
developing and premoting the technologies and programs
that provide information and contribute to leaming in
science, math, and engineering. In addition, DOE
commitied to expand access to DOE's vast quantity of
technical infermation. Char exesnsive network of uman
and physical resources has been leveraged, in conjunetion
with the National Science Foundation and other Federal
agencics, to promote scicnce awareness and interest
Recognizing the power of diversity, we also commitied

to improving edocational opportenitics for minoritiss
who have traditionally been under represented in math
and science-related fiekds.

In FY 1998, the Department supported the Hollaender
post-doctoral fellowship program through 10 awards
involving collaborations hetween minority students, their
facolty advisors, and scientists in DOE laborasories. The
Department also supponted the muolti-agency Significant
Opportunities in Atmospheric Research and Science
Program through sponsorship of five of the 19 program
profages, who are predominantly minoricy smdents. Our
efforts enhanced diversity whiles recruiting well-qualified
studeats for careers in the atmospheric sciences and
global chimate change,

The Department of Energy considers science awareness
events an effective means (o ateact the most promising
ard qualified individuals to mathematical and scientific
caczer fields. In FY 1998, more than 8,000 students from
1,600 high schools participated in 42 regional science
bowl competitions across the country and in the Virgin
Islands. These figures represent a growing interest in the
science bowl events and the support of both the DOE and
non-DOE sites for this effort. More than 5,000
volontegrs from DOE sites, other Federal agencies, local
colleges and universities, techiology compariies and
sponzors served as officials for the competitions. For the
first time in the history of the competition, the winning
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team from the 1998 National Scierce Bowl event in
Washingion, D.C. was invited to attend the 43th Meeting
of Nobel Lanreates im Chemdstry held in Lindau,

Germany.

Owr activitieg in FY 1998 in promoting scienee and math
education and science awareness helped ehe Department
successfully fulfill it: comunitiments from the
Performance Agreement. Management believed our
accomplishments indicated we were on track to
successfully meet our strategic ohjective.

1998 National Science Bawl Winning Team

7
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Corporate Management encompasses funetions thag
apply to all business lines within the Department.
Recognizing that sound management is the key to the
agency's success in achieving the strategic objectives for
its diverse portfolic of programs, it is identified
separately. It not only includes the adminisirative, staff,
and operational fonctions eraditionzbly associated with a
larga orpsmization, but also sncompasses the crosscutting
activities related to the environment, safety and hesalth of
out workers and the public ongoing in all our program
activitics; effective communication and trust with our
stakehodders; and highly efficient menagerial practices.

In FY 1997, the Department of Energy developed the
following strategic: goal for its Corporate hManagement as
part of the Strategic Plan:

CM GOAL: The Depariment of Energy will
strive to demongstrate orpenizational excellence
in ity envirorenent, safely and health praclices,
in its communication and trust efforés, and in its
corporate management systems and approaches.

The Strategic Plan outlined the following thres objoctives
to support the achisvement of owr sirategic goal
described above:

CMI1: Ensure the safety and health of the DOE
warkforce and members of the public, and
the protection of the environment in all
Departmental activities.

Ag a good neighbor and public parmer,
continually work with customers and
stakeholders in an open, frank, and
constructive manner.

Use efficient and effective corporate
manzagement systems and approaches t¢
goide decision making, streamling and
imprave operations, altgn resources and
reduce costs, improve the delivery of
products and services, and evaluace
petiormance.

Ch2:

CM3:
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The Performance Agrezment included 15 commitments
in support of the Corporate Management objective of the
Steatepic Plan and 44 measures associated with them.
We were fully successful in meating sight commitments,
succaseful in meeting four commitments, and enly
partially suceessful in three commitments.

CM 1: Ensure the safety and health of the DOE
workforce and members of the public, and the
protection of the environment in ail Deparimental
netivities,

The Department has maintained stewardship of some of
the moest hazardons materials known to mankind. As a
result, environment, safety and health concems are some
of our highest priorities. The commitmens in FY 1998
was to reinforce a cuiture of sound environment, safety
and health practices inte our day-to-day opsratons.

Using independent oversight, the Department collected
information and analysis on the Departmeni's
environment, safety, health, and safegoards and security
policies and programs. This information was provided to
the Secretary and senicr line managers. During FY 1998,
we successidly compieted one Integrated Safety
Management Bvaluation of the Lawrence Livarmore
National Leboratory and three special reviews at
Albuquerque,

As part of the effort to emphasize safety, the Secretary
ordeced a complex-wide meview of emergency
management. As 2 nesolt, the Deparment complered
reviews of the Mevada Test Sits, the Savannak River
Site, and the Los Alames and Sapdia Nadonal
Laboratories. At Brookhaven Mationa! Laboratory, the
Depantment implemented a comprehensive follow-up
program of Groundwater Tritivm Flume Recovery
Activities to address public heatth concerns.

In FY 1998, the Departinent developed and complated
the fourth update of 20 environment, safety and health
profiles describing and menitoring the most significant
environment, safety and health issues at DOE sites. The
Depanment developed oversight analyses for 17
programmiatic and technical areas and 20 sites which
have been integrated into ap asssssment of complex-wide
safaty performance.

DOE believes that environment, safety and healeh issues
can only be successfully addressed with appropriately
trained and technically competsnt employsss. In

EY 1998, our Office of Human Resources worked with

senior technical managers from every program
throughout the agency to produce the Implementation
Flan for the Technical Qualification Program (TOP). The
TQP is the Department’s method of ensuring that
workers whose jobs affect the safety and heaith of other
workers, the public, and the environment are fully
qualified to perform their work. This program was fist
develaped in FY 1993 in response to a recommentdation
from the Defense Muclear Facilities Board. The
Department met its goal of increasing the percentage of
employees certified through this program from 635
percent in FY 1997 to 75 percent in FY 1998, By the
year 2000, our goal is 1o have 9N percent certification of
the more than 1,700 emplovess covered by the program.

2y a eaith
Deparimental
The Department of Energy s tavked with |

simultaneously addressing the

consequences of past acrivities, menaging current
operafions, and preventing futire himan and
environmental probiems. The Department is attempting
to meet ihese challenges through implementing a
variciy of initiatives, including Integrated Safety
Muaragement (1SM). The Department has demonstraied
ifs conpnitment to the principles of ISM and hos
evidenced this commitment by establishing zafery and
health programs that protect its werkers, the public,
and the enviromment. The challenge remains that
improvements in worker safety are being offset by
adverse rrends in safery recards related 1o construction
and industrial service. Also, while the principley of
work planning and hazard analysis have been
established af some sites, at many others these
principles are limited in their implementation,
especlally where subcontractor persontnel are involved.
A need to imprave accountability for safery
management performance is apparens in the
Department’s self-asgessment and corrective action
processes and in the under-utilization of “lessons
learned” information.

Through 1998, 64 of the 106 vulnerabilities identified

with our storage of spent muclear fuel had been
carrecied. In addition, four independent oversight
evaluations were conducred in FY [998 which suppont
the Depariment's ability ta monitor the inplementation
of cirrent safety standards and provide feedback
critical in completing the nuclear safety siandards
tpgrade profect.
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The Deparmment's long-term plan for correcting these
deficiencies includes the engoing evaluation of internal
operations; the final publication of remaining Nuclear
Safery Management Rules during FY 2000: and the
completion of actions 1o correct deficiancies in the
storage of spent fuel in 2003. In addition, the
Department will address these challenges by sasuring
the implementation of ISM a all sites by September
2000; by insarting a clause into contracts that puis the
comractor’s entire performance-based fee ai risk for
povr safery performance; and by establishing a "Safeiy
Conencil” that witl ensure ISM targets are met,

In addition, the primary challenge to the Department in
the orea of worker and public health iv the lack of a
consistent, complex-wide approach io performing
health siudies. The Department is working closely with
public health agencies such as the Centers for Disease
Contre! and Prevention on a new effort to establish
clear, site-specific pullic health agendas that are
responsive 1o worker and public concerns. Stakeholder
input is key fo this inifiofive,

Mesting the challenge of maintaining adequate worker
and public protection in an anvironmeant with agzing
facilities and uncestain future requirements is a great
challenge. In addition, the resource constraints make the
job even more difficult.

Management considers that although we achigved saveral
accomplishments in this ares, our ongoing deficiencies
indicate that out efforts in FY 1998 toward meeting
Objective CM 1 were only partially successful.

CM 2: As a good neighbor and public partner,
continually work with customers and stakeholders in
an open, frank, and construcfive manner.

Since the end of the Cold War, the Department has
undergene a transformation from a secred ve, weapons-
producing agency to a results-driven, customer-focused
leader in science, technology, and environmental
management. This has been accomplished by
emphasizing openness, enhancing communications, and
fostering trust among stakeholders. In addition, the
Depariment demonstrated its concern for public
participation in FY 1998 by conducting 2 needs
assessment at 11 Operations/Field Offices, and initiated
a public participation training program for Headquariers
and {icld managers, from Deputy Assistant Secretaries to
project managers 1o public affaies s1aff,

In FY 1993, the Department successfully involved
stakehclders in the policy-making process through the
Environmental Management Pregram's public
involvement activities. National meetings for soliciting
public involvement in the program wese conducted for
Site-Specific Advisory Board Chairs, the State and
Tribal Government Working Group, the National
Association of Attomneys General, and the National
Governors' Association. These meetings provided a
unigue opportunity for stakeholders to discuss npcoming
DOE decisions on nuclear materials and wasie
management from a national perspecave.

The DOE World Wide Web site has been a successful

tood in increasing customer and public swareness of
DOFE's mission areas. In FY 1998, an increase of over 30
peccent in the pumber of DIOE Home Page visits

occurred. The Department's efforts to improve the
informetion disseminated through the Home Page
contributed to the increase in vsage.

Although nct all parties agreed with all DOE decisions,
most gronps fasl that they were included in the process.
This represents a significant improvement from only a
few years ago. In this environment, managament must
continue to work to improve,

Management considers the Department to be successfilly
o rack toward meeting this strategic objective.

CM 3: Use efficient and effective corporate
managoment systems and approaches to guide
decision making, streamline and improve operations,
align resources and redice costs, improve the delivery
of producis and services, and evaluate performance.

Improving business practices throughout the Department
encompasses a variety of management issues, including
contracting, infrastructure, property consrol, information
managernent, financial management systems, managetial
petrformance and accountability, and human resooress.
There are a nomber of Departmental challenges in these
AECAS.
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The Department is reforming its Challengs

contracting praciices, which were

largely unchanged for more than 50 years. The
wealnesres in our conlracting praclices were
substantial and required major changes in such areas
as contractor performance and accountability. While
this reform effort is applicable to all our contracts, it is
especially pertinent ta the large controcts we have with
companics managing and operating our major
facilities to which we fimd approximaotely 313 billion a
vear. To correct these problems we instituted om
axtensive, multi-vear contract reform initiative. The key
component of thi initiative has been the
implementation of performance-based contracts which
emphasize results and perfornance incentives. In FY
T998 we comtinued o refine this contracting
mechanism and strenpthen it by improving our use of
performance-based incentives. We will assess the
effectiveness of these actions in FY 1999 through a
Jollow-up assessment.

I it e

Corporate Management
Degartsenial
There are deficiencies in the audit Chaliange
coverage of the our nidjor contractors
that perform many of the functions integral to the
Department’s mission. As a resuli, the Department
izcks full assurance that ity contractors are anly being
reimbursed for cosis that are regsonable and
allowable. The Inspector General has taken steps
towards the correction of this problem by implementing
a revized audit strategy, While the strategy places
greater reliance on major contraclor internal andit
stegffe using a risk-based approach, comtractor internal
audit acrivities are assessed to ensure that professional
auditing standards are followed, effectively expanding
audit coverage of the Department.

While there have been improvemenis in awdit coverage,
an Inspector General evaluarion of the Department’s
audit needs concluded that staffing and resource
limitations will continue 1o hinder audit gfforts into the
Joreseeable future. The Department is working ro
resolve these siaffing issues in order to accomplish an

Lroject Management Departmental accepiable level of qudits of our major contractors.
Credibility in the Department's abitiry | Chollerge Unclassified Computer Security
t0 build new facilittes or upgracie Internal and external reviews have made | Chulfenge

existing systems has been adversely affected by reports

of cost overruns, schedule slippages, and other prafect
management problems. These issues have led to
Congressional concerns about the Department's
construction project mancgement struciure and
practices. To correct this problem, we assessed
Department-wide policy and procedures in FY 1998
and examined specific aspecis of our defense-funded
construction projects including overall project
performance, organizationnl management struciure,
and persannel resources. We have Initiated vorrective
actions ax a result of these studies,

In FY 1999, in accordance with Congressional
direction, we will procure services jor independent
assessments of ongoing and planned projects
Department- wide end an indeperdent evaluation of
Departmental construction planning and matagement
practices. Although it Is expected that completion of
these actions in FY 1999 will bring correction of major
project management deficiencies fo rear closure,
poiential follow-on actions may extend final closure
until FY 2000.

it apparent that there s an increase in

system and retwork vulnerabilities at the Department,
These valnerabilities, which have come under
Congressional scruliny, increase the likelihood of
unauthorized intrusions into our publicly available
systems. One of the primary causes i the lack of 2
meaningful policy and program framework, while
anciker root cause is a lack of awareness of system
vulnerabilities by employees, line managers, and upper
management. Planned actions for addressing this
chalienge inciude the issuance of rechnical security
advisories, development of guidelines and peolicies, and
the commencement of awareness training and pilor
programs fer neiwork intriusion detection.

Finaneial ament 21015

Depranimentyl
Challspe

The Department's inancial
mandgement systetns do not report
financial information in a manner needed to facilitare
effective management of our programs and confraciors.
Deparimenial financial manogement systems also need
to be upgraded to produce financial information

required to measure program and financial
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managemert performance. fn order o address
identified deficiencies, the Gifftce of the Chigf Financial
Officer has strengthened its planning and support for
current and future financial system requirements. In FY
1998, the Department implemented a new Financial
Data Warehouse praiotvpe to address managers' needs
for abligation and cost deta. We alsa deployed the new
Fxecutive Informaiion Systent io ail Deparimental
managers. In addition, to address futiire system peeds,
a profect 1o addresy the design, developmeny, and
implementation of a new Business Managentent
Information System was initiated. During FY 1999, the
Department will identify functional and technical
sysiem requiremenis, such as addifional infrasinchure
ahd maintenance defa needs, for evaluation during the
development of the Business Management Inforstation
System. Full implementation of the Business
Management Informartion System in 2002 will bring the
correction of financial system deficiencies to closure.

To emphasize results and accountability in our busmess

management approaches, the Department soughi to
submit Department-wide audited financial statements,
including performance against the FY 1997 Perfotmance
Agreement with the President, with an unqualified audit
opinion ta the Office of Management and Budget (OME)
in FY 1998, This commitment was met in March 1993,
DOE was actually one of only two Federal agencies to
receive an "A" grade from OMB for its financial
StatEments.

[ addition 1o cur success in owr financial statements in
FY 1998, we also completed the comaction of two prior
departmental challenges.

{nfrastructure

Prpr
The Department lacked processes o Daparteniol
eNslre [1s infrastructitre was Chailenge

adeguarely maintained. Ax a result, due

2 decades of deferred maintenance ard upgrades,
wuch aof the Depariment's infrastriacture wat in poor
condition, This infrastructure consists of buildings,
roads, wilities, and other facilities thal are vital to the
operations gf the Department. Unsafe conditions, lost-
itine delays, and more frequent and costly maintenance
resulted from deferring maintenance ai our aging
facilities.

Te improve the condition of its infrastructure, the
Department implemented a long-range sirategy thar

strengthened the capital asset management pracess for
the acquisition, mainienance, modernization, andior
eventual disposal of infrastracture. In addition, a
Functional Cost Reporting System, which includes
maintenance data has been deployed and is providing
infarmation on infrastructure upgrade requiremenis.
Potential enhgncements fo the available financial
information will be addressed in the Deparirtent’s new
Business Management Information System now under
developmert. Due to the subsiontiol nature of the
processes now in place to adeguarely mairiain our
infrastructure, this reporiable problem is closed.

Froperty Controls Prior
in the past, inadeguaie control over Departnental
Government personal property by ithe Challenge

Department’s management and

operating contractors had been identified as a
deficiency at seme of the Department’s facilities. This
propersy inclided nuclear-related technology
equipment, vehicles, construction equipment,
computers, tools, and ether items, The deficiencies
identified included missing properiy, risk of
unauthorized use, and improper disposal. These
problems resuited from inadeguaie policies and
procedures ar well as lack of adequate attention to
contractor personal property management systems. To
remedy this situation, Departmental policies were
strangthened ro provide increased emphasis on
properiv management by contractors, inchide extensive
coverage of kigh risk property and address critical
problems identified by audits and investigations. A
Final rule formally revising the Department’s policiss
was issued in FY 1998, completing the correction of
this problem.

In FY 1998, we recduced the Headquarters buildings
inventory from eight to six locations and saved 33.83
million in rent. Savings from reenginesred information
management busingss processes were $69 millien.
Technical and suppont services contracts were reduced (o
$200 million, well below the goal of $610 million.
Concerning asset sales, the sale of [he Naval Petroleum
Reserve alone yielded over §3 billion and exceeded the
original gaal. The Deputy Secratary, refocused and
maodified the ariginal goals for this effort and has closed
this out as of the end of FY 1998, Also in FY 1998, on-
board staffing, excluding the Fower Marketing
Adminisirations and Federsl Energy Regulatory
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Commission, was reduced to 10,355, 519 below the end-
of-year goal of 10,874

Workforce Planning D Dartmenat
Workforce planning remains a Challange
significant challenge al the Depariment.

In recent years, DOE lost a large number of staff
through reductions-in-force, buvouls, and artrition
diring a hirlng moratorinn to meet lowered budget
tevels. Collectively, these Rove creared o need to
redeploy siaff, realign fimctions, retrain employess,
and take other actions to mairiain a viable, highly
skilled workforce in critical program areas. Whilz we
are hopeful that we can operate within available
resource limitacions, the Departmeni’s long period of
downsizing has created skill gaps, an aging workforce,
and other worlforce management challenges. In
response, the Department has begun o Workforce for
the 21st Century Initiative that establishes a DOE-wide
workforce planning process which will become the
basis for addressing critical staffing and employee
development needs as well as utilizing other human
resource management oy and aethorities. This
process coupled with exisiing management systems o
suppart siaffing decisions will help DOE rebuild o
rafented and diverse workforce that is aligned with our
eritical mission needs. This process complemonis the
Department's ongoing Initiative in technical training,

Implemented Yo address the recommendations of the
Defense Nuclear Facilities Safety Board, and our

newlv-begun efforts to strengthen the Department’s
research and development management werkforee,

The Department hag performed organizational and
managerial assessments using the Malcolm Baldrige
criteria for Performance Excellence. These critera are
nsed to eogmze the finest crganizations n the private
sector, those organizations achisving the highest levels of
customer satisfaction apd greatest value for their
stakeholders. The Department of Energy has developed
the Energy Performance Excellence Award, based upon
the Baldrige model. Participant crganizations within the
Department have shown significant improvement over
the four years the Award program has been in existence.
The Dapartment will contioue to steive for improved
performance by applying the principles of good
leadecship and good management practices,

There are several Departmental chatlenges related o 1his
objective, Our progress in FY 1998 indicates that we
have only been partially successful in meeting this
objective, caising the issoe that the reengineedny of our
business and management systems must be addressed
more affectively in the funire if we are o achieve the
Depanment's sirategic vision.

a3




Depuriment of Energy FY 1002 Accountability Repore

Status of Year 2000 Actions

The Year 2000 {Y2K) issue is of catical impertance
Government-wide. At the Department of Energy, we
have established cridcal milestones reflecting
Government-wide requirements that encompass the 420
misgion-critical systemg baing tracked. As of January 31,
1999, the Department has completed Year 2000
compliance implementatien for 85 percent of these
systems and we project that a 98 percent compliance rate
will be achieved by March 31, 1999, All but eight
systems are scheduled 1o complete V2K compliance pror
to the Govemment-wide milestane of March 31, 1999,
All of thesa systams are schadsied to be compliant by
Cletober 1999, The worst cas® scenario inmvolves four of
the seven systems that ars behind schedule. These
systems are used in cur waste processing ac@ivitics. If
they are shut down dus to Y2K problems, waste
processing would be halted at one of our major waste
processing sites, This shukdown wouold cost the taxpayers
an estimated $1 million for cach day of the shutdown.
However, the public 35 not at risk should any of these
systems fail because of Y2K melated issuss. As
surminatized in Chart A, historieal costs 10 addrees Year
2000 within the Department have amonnted to $106.7
million and foture costs are estimated to be $99.9
rnilleon.

YEAR 2000 Remediation Costs
and Futura Estimates

{Doflare n Millions)
1996 1997 1998 19699 2040 Total

$1.0 $20.0 585.7 $80.0 $19.9 5206.6
Chart A

Previous te our ecent achisvements, we received
Congrassional criticism for not progressing rapidly
enough to solve the Y2K problem, and OMBE stated that
Energy, 25 well as some other Federal agencies, *are not

making adequate progress.” In addition, the Inspector
General has issued several advisory memoranda
expressing corcems in areas such as the need for: formal
procedures 10 epsuie idendfication of all data exchanges
and =mbedded systems that may have ¥2K
consequences; formal procedires to ensuze adequate
management contrel and svaluation of system test plans;
improved technigues 16 ensute accuracy and
completeness of the Department”s inventory of mission
celtical systems; a betier methodolegy for priofitization
of high-rizk Y2K efforts andl enhanced contingency plans
which will recognize that even systems converted o avert
Y 2K problens may ulamately fail in spite of
improvements. The Department is taking action to
address these criticisms.

In December 1998, the Secretary established Year 2000

Streteh Goals for the Department te achieve Year 2000
imnplementation. In addition 1o his stretch goal initiative,
the Seeretary 1ssued guidance requiring that continuity
business plans be developed for cach DOE mission area
and contingency plans for idividual mission-critical
systems. Direction and goidance for external independent
verification ard validation have been placed an the
Department’s Year 2000 website. The Departrosnt’s

Y 2K Council, composed of senior DDE managers,
cortinues to closely monitor this issue, as does the
Drepartmental Internal Control and Audit Review
Council, which includes selectad senior managers,
incloding the Inspector General. Althoogh the
Department has experienced rapid tuemover in top
manggement within our information mahagemeéent
organization, current management has placed a great deal
of emphasis on meeting the Y2K goals. The Department
requested and received additional funding which will be
used to provide suppon in completing independent
verification and validation ard contingencyf continuity
planring activities. We continue to exceed the baseline
plan for remediation of mission-critical sysiems
established a year ago, and we expect successful
completion.
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Management’s Response to Inspector
(zeneral Audit Reporis

The Depariment responds to audit reports by evaluating
the recommendations they contain, formally rasponding
to the Inspector General (1(3), and implementing agreed
upon comective actions. In some instances, we are able to
take comrective actions immediately and in others, action
plans with long-t=rm milestones are developed and
implemented. This adit resolution and follow.op
process is an integral part of the Departmeant’s efforts to
deliver its priorities more effectively and at the least cost.
Actions taken by management op andit recommendations
increase both the efficiency and effectiveness of our
operations and strengthen our standards of
accountability. The Inspector General Act, as amended,

requires that we repeet on the stams of our progress in
implementing these corrective actions semiannually. A
report was issued in May 1998 for the semiannual period
ended March 31, 1998, This section providss similar
information for the second half of FY1993.

Inring the semiannual period ended Sepeember 30,
1998, the Department took final zction on 31 IG
operational, financial, and preaward audit reports. At the
end of the period, 72 reports awaieed final action. Soms
of these reports contain ecommendations to make
changes to our operations in order to save fiinds that
could be reapplied slsewhere in the future, The table
below provides more detail on the audit reports with
open actions and the dollar value of rcommendations
that funrds “be put to better use™ that were agreed 10 by
management.

STATUS OF FINAL ACTION ON IG AUDIT REPORTS
(For the Period April | - September 30, 1998)

Audit Number of Apreed Upon Funds
Reporis Reporis Put To Better Use
Pending final action $ 359,832,695
at the beginning of the period
With actions agreed upon 7,161,683
durirg the pariod
Totat pending final action 103 367,044,373
Achieving final action 237439089
during the period
Reguiring final action 129,605,294
at the end of the period

35



Departmoent of Enegﬂr FY 1998 Accountability Beport

Summary of Departmental Challenges
and Emerging Issues

Depastmental challenges and issues, emerging as
potential problems, are identified in this report in
accordance with the Federal Managers® Financial
Integrity Act (FMFIA). The objective of the FMFIA is 1o
ideniify areas of vulnerability in the operations of the
Grovernment and, as & consequence, ensure that
appropriate attention is given to ameliorating problems
that may affect the wise expenditre of the taxpayers’

money. As required by the FMEIA, the Departmeat has
evaluated it management controls to provide reasonable
assurance that they were working effectively, that
program and administrative functions were performed in
an econowmical and efficient manner consistent with
applicable laws, and that assets were safeguarded against
the potential for waste, fraud, abuse, or mismanagement.
The wsults of the evaluations indicate our system of
management contrels provides reasonable assurance that

those objectives were achieved except for the problems
identified as Deparemental challenges in this report.

mnm Challenges iﬂmgn Statistical Status of

Surplus Fissile Materials 2000 _Departmental Chalien

Environmenta! Compli 2006 Beginning of FY 1998 “:.

Waste Isolation Pilot Plant 1999 g“*‘o‘:ﬂd i

Yucea Mountain 2002

Safety and Health 2005 End of FY 1998 10

Contract Managment 1929

Project Management 2006}

inadequate Audit Coverage TED -

Unclassified Computer Security 1999 _FY 1938 Emerging Ixsues

Financial Management System Improvements 2002 Declining Oil Import Frotection
Counterintelligence

Prior Departmental Challenges Resolved in FY 1998 Workforce Planning

Infrastrocture

Propecty Controls

* §n 1998, one previous Departmental challenge, “Nuclear Waste Storage and
Disposal.”™ was split inwe (wo: Waste [solaion Pilst Plane and Yucca Mounotain,




Message from the Chief Financial Officer

[ am pleased to present the Department of Energy”s consolidated financial statements
and disclose cur financial condition and results of operations for FY 1998 within the
Department of Enevgy's first Accovntability Beport. As we stsive to stseamline and
improve Government financial management in a new era of accountability, the Office of
the Chicf Financial Officer has prepared the folfowing comprehensive Deparnmental
statements for FY 1998, These are in 2ccordance with standards developed by the
Bederal Accounting Standards Advisory Board, the requirements of the Office of
Management and Budges, the Chiaf Financial Officers Act of 1990, and the
Government Management Reform Act of 1004,

In addition, the Department has conducted an evalvation of its financial management
system using guidance issued by the Cffice of Management and Budget. This
gvalvation indicatas that the Department's financial management system is in general Michael L. Telson
conformance with governmental financial system requirements except for one area

That area jg identified as a Departmental challenge under the Federal Menagers’ Financial Integrity Act and described

within Corporate Management.

The Depantment of Energy is commined to professional excellence, accountability. and esponsibility in the
administration of our programs and financial operations. Our financial management initiatives siress the need for
improvements if we are to be ahie to meet increasing requirements and sxpectations during a period of stable or
declining resources. In response to this need, an Executive Information System has been implemented 1o support
Departmental managars by providing financial information useful for making informed management decisions. Othec
initiatives include; producing performance based budgets in accordance with the Government Perfermance and Results
Act; consclidating accounting centers; the monitoring of uncested balances, construction project balances, and
functional support costs: and modernizing our financial systems. Another challenge that concnues 1o significantly
impact our financizl statements is the affect on unfunded liabilites of the Department moving toward an accelerated
cleanup approach for the Environmental Managemént progrant.

The Department, and the Pederal government as 2 wholg, continge to implemant financial management changas
reqjuiring us to become more efficient, effective, and accountable. These changes require our increasing diligence,
dedication, and the productive wse of all our resourees oo ensure that the Department sffsctively supports our program
oals, while also maintaining our financial responsibilities to the Amencan faxpayer, the Congrasg, and the President.
Our current fingncial mitiatives are critical (0 the achisvement of our Departmental missions and goals in an effective
and sificient manner. We appreciate the support of the President and the Congress in these efforts.

NS

Michael L. Telson







Financial Overview

The financial overview secton is intended w0 provide a Statement of Budgetary Resources, a Statement of
concise description of the Department of Energy’s Financing, and a Statement of Custodial Activity.
financial position and the results of financial QOverall, these statements summarize the financial
perdormance measores, activity and financial positicn of the Deparement. The
following table highly summarizes these statements and
Balance Sheet provides a quick overview of significant balances:

The Department preparas consclidated financia)
statements that inchude a Balance Sheet, a Statement of
Net Cost, a Staternent of Changes im Net Position, a

(Dollars in Billions)

ASSETS September 30, 1993
Fund Balances with Treasury $11.2
Primarily appropriated funds to pay current liabilities and finance
atiharized purchase commitments.
Investments .5

Primarily monies managed for the Noclear Waste Furkd and the Uranium
Enrichmant Diescontamination and Decommissioning Fund. Fees paid by owmers
and generators of spent nuclear fuel and high-level radicactive waste, and fees
collected from domestic utilites are deposited in the respective funds 1o pay
current program costs. with any excess funds invested in Treasory securities.

Accounts Receivable 3.1
Intrappvernmental - Primanly for reitnbursable work performed for other
Federal agencies.
Goverpmenta] - Primarily for Nuclear Waste Fund and Uranium Enrichment
Decontamination and Decommissioning Fund fees.

Yaventory Maiterinls 73
Crude oil at the Strategic Petroleurn Reserye, Muclzar Matenials and Other Inventory
General Property, Plant and Equipment 19.8

Includes over 126 million square feat of buildings located on cver 2.6

million acres of land.

Regulatory Assels 13.2
Associated with the Department’s poswer gengration and management responsibikities.
These assels reprasent the Bonneville Power Administration™s (BPA) right to fuoture
revenues generated from non-Faderal power ganerator projects in retum for BEA's
payment of debt issned te complete these projects.

Other Assets 3

TOTAL ASSETS $97.9

39




Department of Energy FY 1998 Accountabillty Report

{Dollars in Billions)
LIAB!L!'_'! [E Segtﬂ]h!ﬂr 30, 1998
Environmental Liabilities L1864

Represents the Department's obligation to correct the environmental damage incumred
throughout the DOE complex while researching, producing, and testing nuclear weapons.
Debl and Appropriated Capital Owed To Treasury 17.9
Represent amounts which the Department has obligations to pay for borrowing
from Treasucy, refinanced appropeiations, and non-faderal projects.

Accounts Payable 34
Intragovernmental - Includes liability for allocation transfers, accrued expenses and interest
Goverpmenia] - Includes contract heldbacks and acerued expenses.

Penstons and Other Actuarial Liahilities 6.5

Represent amounts which the Department hag obligations to pay for specified
benefits {o contractor employees having approved defined benefit pension plans
and postretirement benehiis other than pensions.

Other Liabilities, Including Other Unfunded Liabilities 16.0
Primarily, represents the amount of Nuciear Waste Fund revenues that exceed the
Muclear Waste Fiend expenses and DOE's onfunded environment, safety and
health liability. Muaclear Waste Fund revenues are accnied based on fees assessed
agamst owners and generators of high-level radioactive wasie and spant nuclear
fuel and are recognized as costs are incuired for Nuclear Waste Fund activites.
The environment, safety and health liability represents those activities necessary
o brng facilities and cperations into compliance with existing faws and

regulations.

TOTAL LIABILITIES 52302
BEGINNING NET POSITION (3 125.0)
Net Costs of Programs { 20.9)

Encrgy Rescurces (Includes $2.8 net gain on sale of NFR-1) % 1.1}

National Szcority 5.1

Environmental Guuality 3

Science & Technology 26

Comporate Management & Other Frograms L

Total Business Lime Costs 7.6
Costs Not Assigned to Programs
fIncliedes $10.1 epvironmental lability adjustment) 13.3
Financing Sources 113

Represents appropriations used, taxes, imputed financing, and transiers.

Other Adjustments/Changes to Results of Operatlons 3

Represents prior peritd adjustments, change in Nuclear Wasie Fund

deferved revapues, and decreases in unaxsended appropriations.

ENDING NET POSITION {$132.3)

TOTAL LIABILITIES AND NET POSITION $ 979
Mo detailed explanations of these and other balances on the consolidated financial statements are included in the Notes
to the Financial Statements.
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Financial Performance Measures

Payment Performance
Prompt Payment. The Department is committed to

meating Federal government goals established by the
Office of Management and Budget and enacied

legislation refated to payments sade by Federal ageacies.

Chart 1 displays the Federl govemment’s prompt
payment gozl and fhe Department’s performance for FY
1994-FY 1998, The Department’s FY 1998 on-time
payment performance percentage rate was 94 percent,
indicating a small decrease from the FY 1997
performance, This decrease reselied primarily from
temporary staffing problems and procass intsrroptions at
one of the Power Marketing Administrations and from
final process changes associated with payment
consolidation efforts. The Department is committed to
meeling Faderal pavernment goals established by the
Office of Management and Budget and enacted
legislation related to payments made by Federal agenciss
and will ensure that appropriate actions are taken to
improve future paymeat performance.

Chart 1. Prompt Paymeant Percentage
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Electronic Funds Transfer. The Debt Collection
Improvement Act of 1996 requires the use of Electronic
Punds Transfer (EFT) for all Faderal payments made
after January 1, 1999, with limited exceptions. The
results portrayed in Chart 2 demonsteate the
Depaniment®s continued efforts to implement the
Oeovemment-wide mandate to fully utilize BFT for
payments. The Department’s percentags of commercial

payments made by EFT as of September 30, 1998, is 716
percent, which falls shert of the established performance
goal of 95 percent, but compares very favorably to the
Govemment-wide average of only 42 petcent. As a nesult
of this EFT parformance being so far ahead of most
Federal agencies, the Diepartment has been held cutaz a
mxde] by the Department of the Treasury.

Chart 2. Electronic Funds Transter (EFT)
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Reducing Functional Support Costs

Owver the past several years the Depanoment has made
significant progress in controlling fimctional suppont
costs acrogs the complex. Functional support activities
are required to be performed, but are not directly tied to
migsion activitics and do not includs the cosis of capital
equipment and constuction. Examples of functional
support acrivities include: maintenance, procurement,
informationfoutreach services, safepnards and securiey,
financial services, and safaty and health. The Department
has implamented a reportg system to compals, analyzs
and monitor fanctional suppor costs provided by the
Department’s major contractors at 23 Departmental
sites. This reporting system accumulates data on
fonctional support costs for FY 1995 through FY 1953,
Systemn ephancements implemented during FY 1998
have amtomatad data inpue and improved the reporting
format. Charts 3 and 4 display the downward trend as
the Department facuses te contrel and manitor these
Costs,

d1
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Chart 3. Managing Functional Support Costs
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Balances of Uncosted Obligations and Unebligated
Appropriations

The Department’s total uncosted obligation balance is
the lowest it has been in over [3 years. Qwver the pasi
several years, the Department has made significant
progress in analyzing and reducing the level of uncosted
balances. Significant balances of uncosted obligations
oceur when a Federal agency contracts out much of its
appropriated funds, as does the Department. These
uncosted balances eprasent the porton of contract
obligations related to goods and services which have not
yet been received. While balances of uncosted
obligations are natural and acceptable, it is incwmbent
upea Federal agencies to evaluate these balances to
ensure that the levels maintained are appropmiate and
consistent with good financial management.

As reflected in Charts § and 6, the Department has
taken aggressive actions 10 understand what doves

uncosted obligation balances, control and reduee these
balances, and more actively consider these resources
when determining budget estimates. Most notably, in FY
1996, the Dapartment developed and has continued to
refine a comprehensive methodelogy for analyzing
uncasted balances. This methodology established dollar
level thresholds which are consistent with sound financial
management for specific types of financial/contraceoal
armangements allowing the Department to evaluate its
overall perfonnance based on the variance between the
calculated thresholds and actual balances. Additionally,
the Dapartment has charted prograss in raducing
unobligated appropnations balances to enswre that
excess uncosted balanges are being eliminated rather
than recategorized. The results of these internal
evalvations indicate that the Department is operating at
or near aptimum wmcosted levels, (NOTE: Charts 5 and 6
exclide data for the Bonneville Powar Administration,
which is trazted ag a Government Corporation.)

Chart 5. Uncosted Obligations by Fiscal Year
{Exciudes Bonnavile Power Adminisiration)
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Chart 5. Unobligated Appropriations by Fiacal Year
(Excludes Bormevilia Powear Adminlstration)
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Financial Overview

Effective Awdit Resolution

The Department recejves an average of 100 Inspector
General and 80 General Accounting Office reports each
year. The CP(} is responsible for liaison with both of
these audit organizations, for facilitating the preparation
of management eesponses o their reports and resolving
audit issues, and for tracking corrective actions through
completion. A senior management oversight council, the
Departmental Internal Conirol and Audie Review
Council, has the avthority ta challenge any office not
aggrassively pursuing completion of audit related
correckive actions.

As illustrated in Charts 7 and 8, the Department has a
number of corrective actions that are incomplete after
one year of more. Our goal is to complets these actions
as rapidly as possible. However, the amount of time it
takes to propetly correct & problem identified in an andit
report varies according to the nature of the problem. For
example, some comective actions could require 1he
completicn of a construction project or the performance
of an audit by an outside organization. Others conld be
delayed by litigation or funding shoertfalls. Nevertheless,
we have dacreased the number of reporis open over one
year from 72 at the end of FY 1905 to 43 at the end of
FY 1898, a reduction of 40 percent.

Chart 7. 13 Audit Reports With Agread-Upon Actions
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Inspecior General’s Report on DOE's Financial Statements

Department of Energy
_Washington, DC 20585
Fabtroary 25, 1999

MEMORANIHIM FOR T TARY
FROM. regdry H, Friedman

Inspector General

SUBIECT. INFORMATION: Report on "Andit of the U.S. Dapantment of Energy's
Consolidated Financial Staterments for Fiscal Years 1998 and 997"

BACKGROLUND:

The Department prepared the Fiscal Year 1992 Accountability Report to combing critical financial
and program performance information in 2 single report. The Depariment's consolidated financial
statements and our related audit reports are included as major components of the Accountability

Report,
DISCUSSION:

The Office of Inspector General audited the Department’s consolidated financial statements as of
and for the years ended September 30, 1998 and 1997, Tn the opinion of the Office of Inspector
General, except for the ervironmental liabilities fine iters in Fiscal Year 1968, these financial
statements present fairly, in all material respects, the financiat position of the Departinent as of
September 30, 1998 and 1997, and its consolidated net cost, changes in net position, budgetary
resources, financing activities, and custodial activities for the years then ended in conformity with
Federat accounting standards.

In accordance with Ciovernment Awdliing Swendards, the Office of [nspector General issued a

separate report on the Department's internal controls. This report diseusses needed improvements
ta the emvironmental liabilities estimaling process and the reporting oF performance measurs
infarmation.

Emviron iahviliti imat [0

The Depariment's effort 10 address the environmental consequences of its nuclear weapons
misgion has been recognized as the largest vesnadiation pragram ofits kind ever undertaken. Over
the past few years, the Office of Environmental Management has reoriented the tasks of
astimating costs and planning work to Focus on individual projects. o this manner, the
Department axpects to achieve greater detail In its environmental liabilities estimate. In June
1994, the Department published 2 gite-by-site estimate of the technical scope, cost, and schedule
required to complete all 353 projects at its remaining cleanup sites. Creating such an estimaie
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involved significant programmatic complexities and technical uncertainties. The Department
deserves much credit for its efforts; however, additional improvements are needed. Weaknesses
in ¢ontrels over the Department's estimating process precluded the Office of Lnspector General
froin forming an opinion on the reasonableness of eavironmental liabilities account balances
reported on the Fiscal Year 1998 financial staterments.

During the course of the audit, the Office of Inspector Genaral worked closely with the Offices of
Environmental Management and Chief' Financial Officer to develop a common understanding of
cost-effective enhancemenis to the process for estimating environmental Liabilities. The
Department plans te incorparate these enhancements to the process, and if these enhancements

are executed properly, the internal control weaknesses should be resolved.

Other 155nes

We also reported that controls over performance measure information presented in the Overview
to the financial statements need 10 be strengthened. While we considered this matter to baa
reportsble condition, it did not materially affect the Department’s financizl statements for Fiscal
Years 1908 and 1997

[0 addition, the audit disclosed a number of other sonditions relating to the Department's internal
controls that were not considared ta be reportable conditions and did not materfally affect the
Depariment's finarcial statements. These matters will be communicated to the Chief Financial
Officer and o the heads of fiedd elements in separaie reposts. The recommendations made in
these reports are desipned to strengthen internal controds or improve operating efficiencies.

We also issued a report on the Department's compliance with applicable laws and vegulations.
The results of our tests in this avea disclosed no compliance matters repartable under applicable
audit standards.

MANAGEMENT REACTION:

The Department concurred with our recommendations and indicated that it is actively warking to
improve the quality of the envirenmental liabilioes estimating process and its performance
me2sure reperting.

Altachment

ee: Acting Deputy Secretary
Linder Secretary
Chief Financial Officer
Acting Assistant Secretary for Environmental Management
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U.5, Department of Encrgy
Office of Inspector General
Office of Audit Sexvices

REPORT OF THE OFFICE OF INSPECTOR GENERAL

The Secretary
U.3. Department of Energy

‘We have audited the accompanying consolidated balance sheets of the U.S. Depaniment of Energy
(Department) as of September 30, 1998 and 1997, and the related consolidated statements of net
cost, changes in net position, budgetary rescurces, financing, and cusiodial activity for the years
then ended. These financial statements are the responsibility of the Department’s management.
Our responsibility is to express an opinion on these financial staterments based on our audits.

Except as discnssed in the following paragraph, we conducted our andits in accordance with
generally accepted anditing standards; Government Auditing Standards issued by the Comptroller
(ieneral of the United States; and Oifice of Management and Budget (OMB) Bulletin No. 93-08,
Audit Reguirements for Federal Financial Statements, 25 amended. Those siandards require that
we plan and pesform the sudit to obtain reasonable assurance about whether the financial
statements are free of material misstaiement. An andit includes examining, on a test basis, the
evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,

as well as evaluating the overall presentation of the financial statements. 'We believe that our
audit provides a reasonable basis for o opinion.

We were unable to satisfy ourselves as to the recorded balance for the Department’s
environmental liabilities (deseribed in Note 13) on the balance sheet as of September 30, 1998,
and related effacts on the accompanying statemnents for the year then ended based on the
Department’s records. Nor were we able to satisfy ourselves as to the balances by other auditing
procedures. The uncertainty over the balances resulied from a material weakness in the
Department’s intarnal controls over estitnating environmental ligbilities. This weakness is
addressed in our audit report on the Department’s internal controls.

In our opinion, except for the qualification discussed above, the consolidated financial staternents
present fairly, in all material raspects, the financial position of the U.S. Departtnent of Energy as
of September 30, 1998 and 1997, and its consolidated net cost, changes in net position, budgetary
resources, financing activities, and custodial activities for the fiscal years then ended in conformity
with Federal accounting standards.
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Our andit was made for the purpose of forming an opinion on the Department’s consolidated
financial statements. The information presented in management’s Overview, the Supplemental
Financial Information, and the Performance Measure Information are not required parts of the
principal statements, but are supplementary information required by OMB Bulletin No. 97-01,
Form and Content of Agency Financial Statements, as ameinded. We have considered whether
thig ipformation js materially inconsistent with the consolidated financial statements. Such
information has been subjected to limited procedures, However, we did not audit the information,
and accordingly, we do not express an opinion on it. The performance information included in
managemeat’s Overview is addressed in our audit report on the Department’s internal controls.

Management has chosen for purposes of additicnal analysis to incorporate infermation on the
Department’s compliance with the Federal Managers' Financial Integrity Act of 1982 (FMFIA)
and the Inspector General Act within the Overview to the consolidated financial statements. This
information s not 2 required part of the Departinent’s consolidated financial statements. While
the FMFIA information has been reviewed separately by the Office of Inspector General, neither it
nor the Inspector General Act infortation relating to andit followup has been subjected to
auditing procedures applied in the audit of the consolidated financial statements, and accordingly,
we do not express an opinicn on it.

MATTERS OF EMPHASIS

The Department is a party to various administeative proceedings, legal actions, and tort claims that
may ularnately result in settlements or decisions adverse to the Government, as discussed in MNote
16 of the financial statements. The Office of General Counsel, in responding to our inquiries
about these matters, was generally not able to form a conclusion as 1o the likely cnicome or
potential loss resulting from many of the claims and assessments against the Department. Readers
of the Depariment’s ¢onsolidated financial stataments should, therefore, be aware that the
staternents may be affected by uncertainties concerning the cutcome of claims described in Noie
16, which are not currently susceptible to reasonsble estimation,

In addition, the Year 2000 (Y2K) 1ssue represents a significant challerge to the Federal
Government. The Department has developed a plan to address and remediate these challenges. If
the plan is successfully implemented, management believes that its mission critical systems will
not experience adverse effects of the Y2K issue. However, due to the complexities of the Y2K
issne, there can be no assurance that the Department is or will be YZK compliant on a timely
basis. Failure of the Department, or other entities with which the Department does business, to
successfully address ehe Y2K issue may resnlt in changes in the Department’s structure,
operations, and mission; affect its ability to provide goods and services or perform its mission in a
timely manner; and cause other operating disruptions.

48
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REFERENCE TO OTHER REPORTS

In accordance with Government Auditing Standards, we have also issued a report on our
consideration of the Department’s internal controls and a separate report on its compliance with
laws and regulations. Both reports are dated Janoary 3, 1999,

e of it e

Ja‘rru.mrj,r 5:1999

0







Principal Financial Statements

DOE's financial statements have been prepared to report the financial position and results of operations of the

Department of Energy, pursuant to the reguirements of the Chief Financial Officers Act of 1990 and the Govem-
ment Management Reform Acg of 1994,

While the statements have bean prepared from the books and records of DOE in accordance with the formats
preseribed by the Office of Management and Budget, the statements are different from the financial teports used to
monitor and control budgetary resources which are prepared fiom the same books and records.

The statements should be read with the understanding thac they are for a componert of a sovereign enticy, that
liabilities not covered by budgetary resources cannot be Jiquidated without the enactment of an appropriation, and
that payment of all liabilities other than for contracts can be abrogated by the sover¢ign entity.
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Consolidated Balance Sheet
As of Seplember 30, 1938 and 1957

{irr milions}
1948 10997
ASSETS
[niraguvemmental
Fund balanca with Traasury (Mote Z) 211,189 310546
Investmants (Mata 3) 10,200 B, 147
Accounts Recaivable, Met (Mote 4) 452 L6
Regulatory Assefs (Mote 5 5228 5228
Oibar Assats 5 7
Invesimentz (Mole 3} 2683 245
Accounts Receivabhe, Nat (Nals 4) 4583 4 649
Invantory, Mat {MNote &)
Siratapic Patrolsum Rasere 15,087 15,087
Muchaar Matarlals 21,728 253
het Invrelony 504 521
General Froperty, Flant, and Equipment, Mot (Maota 7) 19,840 20,758
Ragulatory Assets (Note 5) 8,031 7,936
Other Asseis ga7 5a2
Tolad Assels Brody 306801
LIABILMES
Liabililes Coverad by Budpetary Resourcas
Iniragovarmmental Liabllibes
Accounts Peyable (Mole &) #1148 $140
Dbt [Mote 9) 8,006 G083
Appropriated Caphtal Owed lo Treasury (Note 10} 1,086 2308
Deferrad Ravenues (Hote 11) 217 244
Qther Lishlliies {Mota 12} 280 250
Actounts Fayabla (Mata B) 3.276 3 564
Deit (o= 9] ¥.056 7,166
Dafermad Revenuss fote 11} 11.065 9,351
Other Liabiltes {Mote 12) 2,030 1423
Fursded Environmwenkal Lisbiiies (Noba 13) 918 1,143
Total Liabifties Covared By Budpetary Resoureas $35.833 $34,698
Liahilitisx Not Coverad By Budgalary Resources
Environmental Liahdibes (Mejs 1323 185,495 70468
Pangian and Clhar Actuarnial Lishlifies (Mate 1) 8508 8,282
Other Unfunded Liabilities {Note 15) 1,934 1,332
Canlingencies (Noke 16) 506 11
Tolal Lizhilitles Mot Covered By Budgefary Resources F104 442 187,091
Tutal Liabikties 2220276 $221,788
NET POSITION
Unexpended Appropriztions {Mota 17) 4,939 5,368
Curulative Results of Oparations {137 268} {130,256}
Talal Net Pasilion {$132,320)  ($124,288)
Tolal Lizbilities and Mel Posiion 597 847 $56.801

The accompanying noles are an integral part of these statements.
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Consolidated Statemants of Net Cost
Farthe Years Ended Saptembar 30, 1098 and 1997

(i mitffons)
1908 1007
Coals
Eramy Resources (Nobe 18)
Program Costs 4,843  §4,834
Med Gain on Sak: of Naval Pebroleurn Reservas (52,848)
Earned Revanues {3,127 {3.727)
Nat Cost of Ensrgy Resourcas Programs (51.127) 51,107
Metisngl Securlty (Note 19)
Program Cogts §5.726  $5.07E
Earned Revenyes {3} (41)
Net Cost of National Security Programs 35,723 35435
Emvironmentzl Cuallty {Hote 20)
Frogram Costs 1637 $1.245
Earned Revenues [296) {248}
Net Cost of Enwironmental Quaiity Programs A $085
Science & Technokgy (Mate 21)
Frogram Costs $2,583 $2.562
Eampd Revenuas {13} {11}
Nat Cost of Sciance & Technology Programs $2,570 £2,551
Other Pragrams (Hote 22)
Program Costs $2,255  $2.422
Eamed Revenuas 2171} (2,251}
Met Cost of Other Pragrams $84 1M
Costs Mot Assignad to Prigmams (Hota 23) 13,370 (45,588)
Less Eamed Ravenues Not Atrhutable io Programs (14} [23)
Met Cost of Cperations 320,958 {§a5 240)

The accompanying notes ara an integral part of these statemanis.
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Consolidated Statemenis of Changes In Mat Pasitlon
For the Yaarz Endad Septarmbar 30, 1998 and 4987

{irs riliioorz)
1598 1897

Met Cost of Operalions {520,058) £35,249
Financing Scurces (Cther Than Exchange Revenuss)

Appropriations Used 16281 17,550

Taxag (and Other Mon-Exchange Revanues) 2 (11)

(mputed Financiyg [i:] ar

Transiars-in 1] (100}

Transfams-out {2,612) (S28
et Regults of Operalions ($7,826) 351,857
Prior Paricd Adustmants (Nots 24} 37 {6 07E)
Nat Changa In Curatilativs Resglts of Oparatlons {%7.5689) 545 781
Changs in Mudear Waste Fund Deferred Revenues 245 21
Increasza (Decreass) In Unexpended Appropiations [E97} {533}
Changa in Net Position ($7.241} $45.450
Mot Pogilion - Begnning of Perlod {124 988} [170.447)
Mat Pagition - End of Pearod ($132.328)_{$124 988)
Consolidated Statements of Budastary Resources
For the Years Endad Segtembar 20, 195K and 1997

ifn millions)
1288 1957

BUBGETARY RESOURCES
Budpetary Authority $17,103 $16,290
Urwhligaied Balancas - Baginning of Pefiod 2464 2851
Spanding Autharity from Offsetting Collections 4,698 4,640
Adjustments (167} (32)

Total Budgetary Resources $24096  $24,249
STATUS OF BUDGETARY RESOURCES
Chilgations Incurred 21,921 21429
Unahligated Balances Availabls 2580 3,350
Unobigated Balanaes - Mot Avallable {515} {53E€)

Talal, Stalus of Budgetary Resources 324,006 £24.249
OUTLAYS
Chligations Incurred 21924 21420
Lezs Spending Authorily from Offsatiing Collactlons and Adustments {4,725} (4,671)
Obligatad Balance, Meat - Baglnning of Perad 7803 3487
Obligated balaroa Transforad, Nat 2 2
Lazs Obligated balance, Nef - End of Perod {8,072} {7.503)

Total CGudays 17 029 ali

T accoimpaniying notes aré en integral part of these atatements
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Princlpal Financlal Staternents

Consolldated Statements of Financing
For the Yaars Ended Saptarnbar 20, 1008 and 1997

{ir milfons)
1995 1947

OBLIGATIONS AND HONBUDGETARY RESGURCES
Obligations Incurrad
Cafagary A, Direct
Reimbursabla

Lass Spanding Authorlty from Offsetiing Collachons and Adjustments

Eamed Reimbursameants
Colgcled
Reocelvable from Federal Sourcas
Change: In Unfillad Orders {Decreases) Increages
Recoveras of Prior-Year Obligalions
Financing Impuled for Cost Subsidias
Transéers Out {Nabe 25)
Exchang= Revenues Mof In {he Budget
Othar
Total Obligetions as Adjusted, and Nonbudgetary Resources

REBOURGES THAT DO NOT FUND NET COST OF UPERATIONS
Ghange in Amaurt of Goods, Serices, and Beneflts Ordersd but

Nof el Racetvad ar Provided
Coate Capitalized on the Balerws Shest
Geanaral Property, Plant, and Eculpment
Furchasas of Inveniory
Financing Sources That Fund Casis of Prior Periods
Other
Total Resources fhat Do Mot Fund MNet Cost of Oparations

GOSTS THAT 0O HOT REQUIRE RESOURCES
Depreciztion and Amariizatlor
Revaluation of Asgets and Llabiliiss
Loss on Disposilon of Assats
Other
Total Costs Tha! Do Nof Require Resources

FINANCING SOURCES YET TC BE PROVIDED (Note 26)

NET COST OF OPERATIONS

The accompanying notes are an (ntegral part of thase stataments.

$19897  $19.391

2,024 2,038
(4,882) {4875
54 B
{65) 163
28) (24)
78 82
{3612)  (1.028)
1,549 1,260
(212) (248)

514,703 $16.757

02 ard

{1,274) {1,595}

(463) {523)
6301y {6,037}
{1,410} {1,565}

(£9.348)  ($2.348)

1875 1.302
(161} 626
454 23
B30 2476

52,828 $5.427

2771 {48087}

S20.956  ($35,249)
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Consolidated Saternents of Gustodial Activilies
Far the Years Ended Septembar 30, 1995 and 1097

{r millfors)
1958 1997
SOURCES OF COLLECTIONS (Nota 27)

Cash Collections

Powesr marksting adminksiralions 428 5438

Petroletirn Pricing Yinlation Escrow Fund T4 g0

Chver 3 3
Mat Collections £505 $5e1
Accrual Adfusiment

Fowear marketing adminlsirations 12 4

Fefmlaum Frichg Vielalion Escrow Fund (50} (53)
Total Revanua $467 £472

DISPOSITION OF REVENUE

Trensfemed to Others

Trasaury (4409 {837}

Qthar (57) {51)
Increase [Dacrezage) in Amounis to he Transfarad 53 148
Caolections Used for Rafunds and Other Payments {21 (2)
Retained by BCE [21) (30}
Met Custodral Acthvity _30 $0

The accompanying nales ars an intagral part of thess statementa




Notes tg e Finaneisl Statenents

Notes to the Fimancial Statements

1. Sienilteonl Accountine Policies

A. Basis of Presentation

These consolidated financial statements have been prepared ko
report the financial position end results of operetions of the
U.5. Drepariment of Erergy (DOE). They have been prepared
from the books and rcards of DOE in accordance with the
form and coment for agency financial statements, specified by
1he Office of Management and Bedger (OMB) in OMB Bubledn
No. 91-01. Generally accepted accounting principles for the
Federal goverrmment consist of the following hierarchy:

*  Individual standards agreed 1o by the Dicectar of OMB, the
Comptolles General, and the Secretary of the Treasury and
published by OMB and the General Accounting Office;

4 Tnterpretations related to the Statements of Federal
Financial Accounting Standards issued by OME;

*  Requirsments contained in OMB Bulletin Mo. 97-01,
Form and Content of Agency Financial Statemenls; and

»  Accounting principles publisbed by olher authoritaiive
standard-setting bodies and other anlboditative sources.

B. Description of Reporting Entity

DOFE is 2 cabinet level agency of the Execotive Branch of the
11.5. Government. DOE's headquariers organizations are
Jocaied in Washington, D.C, and Germantown, MD and consisi
of an executive managemeant struciare that inchides: te
Secretary, the Deputy Secetary, and the Under Secretary;
Secsetarial staff organizations; and program organizations that
provide technical direction and support for DOE's principal
programmatic missions. DOE also includes the Federal Encrzy
Repulstery Comrnission, which is an independent regulatory
organization responsible for setting rates and charges for the
aEnsportation and sale of natoral gas and For the manymission
and sake of electricity and the licensing of hydroelectnic power
projects.

DOE has a complex field stuetire comprised of operations
offices, field offices, power mark#ting adminiztrations,
laboratories, and other facilities. The majority of POE's
ehvironmental cleanup, snergy research and development, and
sesting and prodwction activities are carried out by majoer
contractoss. These contractors operate, maintain, or support
DOE's government-owned facilities on a day-to-dey basis and
provide cther special waork under the dirsction of field

Organi zathus,

Thest contrators have unique coneracoal relationships with
DOE. Tn most cases, their chans of aceoonts and accounting
systems are inegrated with DOE's actounting syster through a
home office-branch office type of arangememt. Additionally,
DOE 15 ultimately responsible for funding certain defined
benefit pension plans, as well as postretirement benefits such ag
medical care and life insucance, for the employees of these
contractors. As a rasult, these statements reflect nat only the
costs incurred by these contractors, bot also inclede certain
assels {i.e., employee wlvances and prepaid pension costs) and
lisbilittes (i.e., sccounts pryable, aconsd expenses including
payroll and bensfits, and pension and ather actuarial lisbilites)
that would not be reflected in the financial statements of other
Pederzl agencies that do not have these unique contractual
relationships,

C. Basis of Accounting

Transactions are recorded on an aserual asccounting basis and 2
budgetary basis. Einder the acerual method, revenues are
tecognized when eamed amd expenses are recoghized whan
lizbilities are incypred, without regard to ecsipt or payment of
cash. Buodgetary accounting facilitates compliance with legal
constraints ard controls over the i2se of Federal funds. All
maierial intee-ggency batances and transactions have been
elitdnated in consclidation.

D. Revenues and Other Financing Sources

DCE receives the majority of the funding needed to perfonm ix
mossion through Congressicral appropriations. Fhese
appropeiations may be used, within statutocy Jimits, for
operating and capital expendimures. Revenues are yecognized
when eamed {i.¢., goods have been delivered or services
rendered.)

E. Funds with Treasury and Cash

Funds with Treasury represent appropriated funds, trust fonds,
and revolving funds that ace available fo pay current lizbilities

and finance avthonzed purchase commitments. Cash balances
held oatsids Treasury primarily reprasént rast fuond balanses
held in minority financial instiluions. {(Sex Note 2}
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F. Investments

[rvestments in Treasury sesurities for the Nuclear Waste Fund
are clasgified 2t available for sale and ar reported at faic value
in accordance with Statement of Financial Accounting
Standards (SFAS) Ne. 115, Aecounting for Certain
frvestmants (n Dabe ang Equivy Secuvitias. Al othar DOE
invesimeanis are reported at cost net of amortized premzums or
discounts, as it is DOE's intent o hold the invesiments o
mairity, Prermivms or discounts ars amortized osing the
effective inlecest melthod. {Se= Note 3)

. Accounts Receivable, Nei of Allowance

The amounts due for governmental (non-Federal) ceceivables
ar: skabed net of an allowance: for vnsollectible sccounts, The
estimate of the allpwance is baged on past experience in the
collsction of receivables and an analysis of the outstanding

balances. {Sez Mate 4)
H. Property, Plant, and Equipment

Property, plant, and equipment that are purchased, constmcred,
or fabricated in-house, including major modifications ot
improvements, are capitalized at cost. Costs of consiruclion are
capilalized as constuction wark in process. Upon compltion
or beneficial cceupancy, he cost is uransferred o 1be
appropeiate property account Properiy, plant and equipment
related to environmental management facilities storing and
processing DOE’s environmental lepacy wastes are not
capitalized. (Sse Mowes 7 and 24}

Depreciation expense is gencrally computed using the straijght
line methed throughout DOE. The units of production method
may be used only in special cases where applicable, such as
depreciating antomotive equipment on a mileage basis and
consiruction equipment on an hourly wse basis. The ranges of
service lives are gencrally as foliows:

Stuctures 25 - Ay years
ADP Sofiware 5 - 20 years
Equipment 3 - 45 years

I. Liabilities

Liabilities represent amounis of monies or ather =sgurces
likely te be paid by DOE as a result of a tansaction of event
that has airtady eocored. However, ne liability can be paid by
DOE absent an anthorized appropriation, Liabilives for which
an appropriation has not been snacted ars, therefors, classified
at unfunded liabilitics, and there i no cepainy that the
appropriations wil! be epacied.  Also, lizbilities of DOE arising
from other than contracts can be abrogated by the Government,
acting in its sovereigh capacity.

J. Acerued Annual, Sick and Other Leave

Federal employess’ anrual leave is aceroed ag it is earned, and
the acorual is reduced annoally for actual leave taken and
increazad for leave séamed. Each year, the acerued annual leave
balance is adjusted to reflect the latest pay rates. To the extznt
that cument or prisd Year appropiriations are not available to
fund annual leave eamed bat not taken, funding will be
obtained from future financing sources.

Sick ieave and ciber types of nonvested leave are expensed as
tken.

K. Retirement Plans
Faderal Employess

There are two primary retirsment systems for Federal
employees. DOE employees hired prior to January 1, 1984
may participate in the Civil Service Refirement Sysiem
(CERS)amd contribur 7% of pay 1o which BOE makes
sonicibutions equal to .51 percent of pay. On January [,
1984, the Federal Employess Retirsment System (FERS} went
mto effect pursuant 10 Public Law 99-335. Most employees
hired after December 31, 1983, are amomatically covered by
FERS and Secial Security. Employees hired prior to January |,
1984, clected to cither join FERS and Social Security or remain
m CSES. A primary feature of FERS t5 that 1l offers a savings
plan to which DOE satomatically sonteibutes 1 percent of pay
and matches any employes contributior wp to an addiienal 4
percent of pay. For most employges hired since Crecember 31,
19483, DOE also contributes the employer's matching share for
Sacial Security, DOE does pot report CSRS or FERS assets,
accomulated plan benefits, or unfundad liabilities, if any,
applicable to its employees. Reporting such amounts is the
responsibility of the Office of Personne]l Management and the
Fedesal Employess Retirement System. DOE does Rpor, &s
an imputed fipancing source and a program sxpense, lhe
difference between its contributions o Federal employee
pension and other retirement benedits and the estimated
actuarial costs as computed by the Office of Perzonnel
Management.

Contractor Employees

Most DOE contractors have a defined benefiy pansion plan
under which they promies to pay specified benefits, such az a
percentage of the final average pay for 2ach year of service.
DOE cogts under the contracts include seimbucsement of
anmual smployer contribubions to the pension plans. Bach year
an amcuant is calenlated for employers to contrdbue o the
pension plan fo ensure the plan assets are sufficient to provide
for the full accrued benefits of contractor employess m the
event that the plan is terminated, The level of conmbutions i3
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dependent on actuerial axssumptions about the futnre, such 25 cepresent the full cost of the Department”s programs in

the interest rate, employes turnover and deaths, age of accordance with the Department's implementation of OMB's
resirement, and salary progression. {See Note £3) Hatement of Federal Financizl Accounting Standards Number

4, Managerial Cont Accounsing Concepis and Siandards for
L. Comparative Data the Federal Government. A detailed breakdown of the

expenses for each business line is presented in the Noces.
Certain FY 1997 armoums have been reclassified to conformn to

the FY 1998 presentation. N. Use of Estimates

M. Program Expenses DIOE has made cenain estimates and assumptions relating to
the reporting of assets and habikities and the diszlogure of

Proaram expenses are summerized in the Consolideted contingent assets and Labilities to prepare these consclicated

Statement of Net Costs by business lin, which cpresents e financial siatements. Actual resnits could differ from these

four majar elements of the Department's mission. The program ~ estimates.
expenses reporisd in the Consolidated Smtement of Net Cosis
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2. Fund Balance swith Ureasney Ciu tertlinns)
FY 1908 Y 1997
Agercy Castodial Toled Fusd Azency Canodil Tl Frnd
Funds Bupds Balunce Humds Fomis _Balisce
TFrasil Funds
Advagoes for Co-sppoasered Projocts 5B B k1) 210
Ruvatving Finds
Bonneville Power Administration Fond $526 16 b5 EiL
Colareds River Basins Pawar Mackeiing Fond ig e L kL
. 5. Endehment Cotporation o4 424
Char Ex) 1 35 T4 1 LL|
Toinl Reralving Fonds 3601 5485 11,85 2 11} 473
Apgropriared Fandr
Fassll Enargy Rerearch and Devzlopmem E1]3 1B i D
Ensrpy Conecrvatian 537 537 1 574
Maval Pairsleumym & il Shal= Receprag o 0 512 §i2
Scieacy 106101 1.1 A1 L ¥4
Energy Supply i 751 1.863 1353
Clean Coal Technalopy 1o H L] 1,033 1034
W eapronl Acibr et 1A [0 1LEIS 1611
Dalonss Environssnasl Kaswombon & Watis
Mmnprmend 2063 2063 2145 AL
Jther Delehie Progrems 713 mn Tad Thi
Oher oL f i Sl 7 567
Teral Appfoprisnad Funda 0,245 3 .10 55,803 57 $0.B15
Eprcial Fondy
Elk Bills School Land Funds 178 L
Corsauctics, Rehvailinadon, Opersibon, &
hiainionance, Weltam Arca Poveer
Adminisraticn 111 164 119 189
Onher 17 17 i L1
Taoial Special Pands 23 fxrlh b2 1] a1y 1] 229
Depoxil Feods
Maval Peirel=wm Reserve Fupd 313 3
Onher 3 17 w 3 [l Fil
Toia| Deposit Foeds 53 1240 LELE] 58 k1a) 52
Tutal Fundst im Tessasury SI0ET 3LATT 11,169 100567 LAk B, 54

FY 1997 fund balances have besn restated 1o inclwde transter appropriations received from oter agencies.
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3. Tnvestmenis (i rildionsys
Usamoftized
Freminm Invesireats
Eacn Jlioml) el Adarkes Yalur
Fiscal Yaur 1998
Apsnoe Sergls
Intragaverneenrol Non-Murkerable
Nuclear Waste Fund 511,182 (53433 51716 SE.610
Met unrealized holding gains a4
Uranium Exrichmess D& D Fund 1,280 o 51,290 1314
Qzaxl Plalmy Gasification Flant Trusl Fund 13 a 513 13
SubLaia] $12.462 (23445 55913 2937
Coraramanial Marketubls Securitles
Du Ponl peneion reccipta 50 i L
Tocal ppency invasimonts 512502 {82 443} £4.961 36957
Cuastodial A
lafrugavernmentel Mog-Marketalle
Petrolaom Pricing Vielathon Escrow Fund ) 3 187 87
Gavertimegtel MWarkeizhfe Secoricles
Perralenin Pricing Vislation Escrow Fund I3 pLhl 213
Telal cudtadial investments S50 53 L5 500
Towzl FY 1998 inveqnmoms F13.005 (53H48) 14463 10407
Flseal Year 1997
Agerty sl
frrrceovernmciial Non-Maerkeiohle
Muclcar Wasle Fund 6. 246 TR 56527 04T
Hei unrealized holding gaine 120
Usanium Encichment D& Fund §BG 4 84 S84
Oreal Plaios Gacsification Plant Traa Fend 14 14 14
Subloisl 51142 3583 ST 845 T84T
Governmania] Murkerable 8seurirlen
D Pann pentiom fecaipry 45 LA 12
Tatel agency Invesinens L1187 =i £7.990 199
Dwsporital Sazaiy
fafragovarameital Nom-Myrkeruble
Pelraleumn Pricing Violatian Ezerow Fusd 1] {3} 300 300
Low Level Radisaesive Warie Fund 2 f 2
Subtolal 5305 (535 507 5302
Ooveritiignddl MWarkerobis Socurirler
Puienleum Pricing Yiokation Escrow Fund e 200 200
‘Tala) evgiod]al invasimants A0 33} 102 £302
Tolal FY 1997 Invesimenls 5T.000 5380 55392 bR

Pursuant e slatutory suthorizations, DXOE invests monies in Fund. Fess peid by owners and generators of spent nuclear foel
Treasury noes and commercial cestificates of deposit which are  and high-level sadicactive waste and fees collected from
secured by the Federal Deposic Insurance Corporation. DOE's  domestic udlides ars deposited inte the respective furds. Funds
investments primarily involve the Nuclear Waste Fund and the in excess of those needed 10O pay Cumeni program costs g
Uranium Enrichment Decontamination and Decosnmissioning  invested in Treasury securidies. DOE also has non-Federal
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securities rézuldng from an over funded pangion plan of 2
former conmactor and the 1938 sals of the Great Flaing Coal
Gasification Praject to 2 private concecn.

DOE cugeodial investrnants are pomanly Petroleon Pricing
Vialation Ezcrow Fund receipizs collected a: 2 result of consent
agreements reached with individuals or fioms that vielaled
petroleum pricing regolations during the 1970s. Thess receipis
are invested in Treasury securities and cenificates of deposit al
minHity financial msunons penchng determination by DOE
as 10 how io disiribute the fund balance.

Bxcept for the Muclear Wasts Fund, DOE's invesunents ars
valued at the amortized acooisition cost. The Nuclear Wasie
Fund investments ave reported at fair valoe in accordance with
SFAS No. 113, which requires ihe valuarion of invesiments at
fair value when ther i$ an intent 1o sl] the sscurities prior o
matugity. Baged on past invesonent practices, the Nockar
Waste Fund's Treasury niotes are rutinely edesmed prion 10
roaturicy in order (o maximize the rearn on the Fond’s
investments and minimize uninvested cash balances. Asa
resuln, the Nuclear Waste Fund's investment batance includes
ret uarsalized holding gains of $5%4 millicn anc 3120 million
as of September 30, 1958, and 1997 respectively.

A Acenunts Heceivable

e anidlian gl

Fr 1 724- FY 190,
_Becevmblle . _ABowante et _Recoiwadiie  _Alfgdios Ha
Aprwey Reorivatbes
furrugaveramental
Acoaunis reccivable =M 2.k L] £447 447
Ingeresr recivable L3 L 114 L4
Suboral ¥ 3. 5482 L5585 . 53.°
Gaverameniol
Muclerr ¥ 29ig Fund receivables LA L L3 52,14
Tlraniwm Borjchmenl & D Fusg peoejvables i [ [N #1642
Pewar Morketing Adminisirztions’ re caivables 34) 343 7 25T
Credii program receiroble s 5] 526y el &5 15253 L Lo
Creber 9% 68 124 by {123y 13
Swbimal 4,567 ($H4) 54,473 54,668 (148} HaI?
Toial mpeney recelvablen 5,049 ¥4 54,955 i dad LB L] 5075
Ciruprulin| Begelvablen
Penrobevm Priclng Yielslon Escrow Fund 2,504 {2, M) 114 2430 21 £130
‘Total Recalvabhes 57,453 5,388 £5,08% FIRTE (51488} 55,203

Intragovernmenial accounts receivable primarily represent
amounts due from other Federal agencies for mimbursable
work performed pucseant to the Economy Act, Atomic Bnergy
Act, and other statrtory avthority. Interest receivable
represents camed revenies on investrnents held in Treasury
gecuritias.

Governmantal receivables represent amounts dus primarily for
Nuclear Waste Fund (NWE) and Uranaum Encichenent
Deconlamination and Decommissioning (D&D) Fund fees.
NWF receivables are supported by contracts and agreements
with public utilities that contribute regources to the fund, D&D
Fund receivables from pablic ulilities are suppoctad by public
law. Other receivables due from the public include
reimbursable work Billings and other amounts related to trade

receivables, overpayments, and other miscellaneous
receivables,

Custedizl receivables represeat amounts owed as a resolt of
cangent agreements reached with individuals or finms that
violated petroleumn pocing ceguelations during the 19705, The
mejority of thess receivables are with individuals or ficras that
ars in bapkraptcy, or collection action i being taken by the
Depariment of Justice, Many cases handled by the Department
of Tustice: will cesult in complete write-offs or settlement
agreements for amounts significantly less than the original
conseat agreement. Allowance accounts have been established
te reflect the realistic potential for recavery of amounts cwed.
The methodalogy veed b caleulats the allowances accoants was
derived twrotgh an intensive analysis of each case. The
receivables were categozized based on the slatus of the case, the
financial condition of the debeor, the collections received to
date., and any pertinent information from the Office of General
Counsel related to each case. Bazed on this analysiz and
calegorization, percentages for the probability of collection
were determined. Percentages ranping from 7 to 100 wers uzed
te calewlate the allowance accgunt.
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5. Regulatory Assets

(ne difinng)

FY 1vig Fr 9%}

Frregovemascnral

Agpropezton rofinancing asi 15,725 £5.218
Gowarrinsenial

Operating repulainoy asels 1930 2778

P — 1219 4350

Conservaticr: amd Tl & wildllfe projecs 162 Ll

Oher &0 11
ol overmmensl egulory sty SheN_ $7%
—Ttal 113,255 $13,164

DOE's power marketing administrations record certain aggets
in accordance with SFAS No, 71. The provisionz of SFAS Mo,
71 require thet regulated enterprises rflect rate actions of the
regulator in their financial statements, when appropriate. These
rate acHong ¢an provide reasonable assurance of the existense
of an assat, reduce or eliminate the valie of an astet, or impose
a liability on a regulated snterpeise. The Bonnevills Power
Administration rechiseified itz FY 1957 ragulatory assats
among the operating, nonoperating and other categoties.

Approprintion refirancing asset

The BPA Appeopriations Refinancing Act of 1094 required
that the unpaid balance, as of September 30, 1924, of the
Federal Columbia River Power System (FCRPS) capital
appropriations, which BRA is obligated co set rates 1o recover,
be raset and agsipned prevailing markst cates. As » rasult, BPA
assumed the lirbility to repay the unpaid balance of capital
apprapriatioms of e power penerating assats of the Corps of
Engineers and \be Burzau of Reclamation associated with the
FCRES. In accordance with SFAS No. 71, offseting regolatory
esgets pre recognized which represent the ebility of BPA to
repay thig appropeiated capital from the procesds of power
sales generated from the Corps and Bureau of Reclamation
nssets.

Operating regulatory assets

The Bonnevills Power Administration {BEA) has eequired the
generating capability of one operating noclear power plant, as
well as several hydroelectric projects. BP'A pays the annual
cperating coats including debt service. These project costs are
recovered through BPA’s electric rates. Because these
projects’ current and foture costs can be recoversd through
BPA's electricity rates, the Balance Sheet includes a regolatory
azcel and an offsewing related debt.

Non-Operating Regularpry Assers

BPA has acquired all or part of the generating capability of four
terminated nuclear power plants. The govermment’s contracts
requirs BPA to pay afl or part of the anntial projects” budgets,
including debt service of the terminated plants. Because thess
projects’ eurrdnt and futere costs can be recovered through
BPA's electricity rates, he Balance Sheet includss a regulatory
asset and an offseiting related deb.

Conservarion ond fish and wildiife projects

The conservation and fish and wildlife projects consist of
facilities conghucted by BPA for the protection, anhanssment,
and mitigation of fish and wildlife losses atributed (o the
development and operation of hydroslectric prajects om the
Columbia River and its wibutaries pursuant to Section (k) of
the Northwest Power Act. BPA pays for the constaroction of the
facilities apd woovers the c0s15 in rapes Bl does not petain
ownership of the fecilities. These facilities ars amortized and
recovarad in rates over a 13 year period.
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B [Inventory, Net

Inventory includes stockpile matenals, consisung of crode ol
Teld m the Soategie Petrglenm Reserve and noclear matenals,
and oither mventory consisting primarnly of operating materials
and supplies

The Strategic Petrcleum Reserve conscsis of crude ol stored 1n
salt domes, termuoals, and pipehnes  The Reserve conmmed
563 mullien barrels of ol as of September 3, 1998 The
reserve provides & deterrent b0 the use of ml a5 & pohpeal
instrument and provides an effechive response mechanism
should a dysreption eecur - Ol from the reserve may be sold
only with the approval of Conpress and the Presdent of the
Elnited States  Dunng FY 1999, DOE seld 102 million bamrels
of crude ol mventory from the reserve  No anl was 2o0ld from
the Reterve in FY 1908

The FY 1933 Defense Appropriations Act authonized DOE 1o
acquire, transport, stoo® and prepars for uliumaie drawdown of

crude ol for the Department of Defense (DODY  The crude ail
puzchasad wrth DO futwling 15 commngled waifh DOE stock
and 15 held for DODY s futuee use  The histonical cost of the
crude ml held for DOD 15 3106 mullion

Muclear matenals iciude weapons and related components,
mcluding these n the custody of the Department of Defense
umder Presidennal Durecuve, and matenals used for research
and developmient purposss

Stockpile matenals are recorded at hastorical costs
accordance with Senement of Federal Firancial Accounong
Smndard: No 3, Accounsng for Inventory and Relared
Property, exeept for cectain nuclear malenals which have been
idanhfied a¢ surplug or axcess 10 DOE's nasds  Thase suclear
materials are recorded at thesr net realizable value

7. Property, Plant and Lguipment. et

(ire aniflinns}

-Frms —— ————ee FY 13— . —
Adqusitign Ave I Net Beok  Acqutinss Accommlated  Net Book
s Lepecraan, Lol Lons lepecunes. il
Liod and Land rights S460 {54} 5456 3497 {54 b
Swuciyres smd Facifaties 0,245 {18 154) 11,091 230 11E ([T Gad) 11474
ADPF zoltoars k) (K] 6 514 3 1
Eqoipmeni 14 (% (9,000 1935 £15,725 {8,497} 0
Natural rasgurces B (&) B h A | [*} o
LONNITUCLIOR WEFK 1N Process i o ik 13,5407 4 3547
Talal 347 083 1517 253 510 24D e 032 {526 175) 550756

In FY 1957, DOE rused its capitabzaton threshold from

raillion  Another 334 midliem was charged (o expense 1o

35,000 to $25,000 for all hield elements except the power
marketing adoonistrations. Thes change 1 secounting policy
resulted 1n a charge w expense doning FY 1997 of 3604

FY 99 as addional capital:zed items under the new
threshold were idenufied and wnuen off  (See Note 23)
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8. Acconnts Payvable [ ariifinns)

FY ives FY 1997

Tmirapavernmantal
Accodhis payable 53 L 51
Accrusd sipanseg &5 24
Aectued Taléregl 35 40
11e 14

Gavepnnearal

Accoumt payabis 51,140 E1,021
Vruintn iwvaolories 1o be iranglermd ro BSEE {108 Nois 23) 415
Conaraey holdhacks 43 &l
Accrocd expenees o3 21
117 0,544
Tsinl accounts parable =335F $1.7244

Certain FY 1997 amounts have been reclassified o confiorm to the FY 1998 presentadon.

0, ebt fin ariifinns]

FY 1988 FY 1042

Intcagowar iftanial Dake

Barrgwiag Bfom Trestury L ¥ Ee ] ] 22 400
ReFihaneed sppropriations 5407 h,5E4
Subtslal SR.005 55,031
Govermmantat Dl
Mon-Faderal projesLs 1.056 7.166
This] debl 515,962 $16,248
Borrowing from Treasury Refinanced appropriotions
To finanee its capital programs, the Bonnevills Power The BPA Appropriations Refinancing Act of 1994 required
Administration is avthorized to issue 10 Treasury up ko £3,75¢  1hat the unpaid balance, a5 of Septamber 30, 1995, of the
million of interest-bearing debt with terins and conditions Federal Columbia River Powes System (FCRPS) capital
comparable to debt issued by U.S. government corporations. A 3ppeopeiations, which BPA is obligated 1o 52t rales 1o racever,
portion ($1,250 milliom} is reserved for conservation and be reset and assigned preveiling market rates.  The majority of
renewabls resource loans and grants. The average intersstrate  the refinanced appropriations represem the unpaid capital
of BPA's long-term debt exceeds the rate which could be appropriations of the Corps of Engincers and the Boreav of

obtained corently. As aresult, the foir value of BPA'slong-  Reclamation. (Sez Note 5}
term debt, baged on discounting future cash flows using ratas

offered by Treasury a5 of September 30, 1998 and 1997, for Non-Federal projects

similar maturities, exceeds carmrying value by spproximately

$559 million and $303 million, respectively. BPA’spolicy js  As discussed in Nots 5, the non-Federal projects debt

to refinance debt that is callable when associated benefits tepresents EPAs liability 1o pay all or part of the annual

exceed costs of refinancing. budgers, including deby service, of the generatiog capability of
five nuclear power planis 25 well as several hydroeleetric projects.
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10, Apprepriaded Capital Owed Lo Treasury

Approprialed capital owed to Treasury represents the balance
of appropriations provided to DOE's power marketing
sdminizrations foc constmedon and aperation of power
projecis which will be repaid o Treasury. The amouni owed
ks includes accumulsted interest on the net wopaid Federal
investiment in the power prajecis. The Federal invesiment in
these facilities is o be repaid to Treasury within 30 years from
the tim= the facilities are placed in service or are comimercially
operational. Replacements to Federal invesiments are generally
1o be repaid over their expecied useful service lives. Thers is
e requirgmnent for repayment of a specibic amount of Federal
investment on an anneal basis.

Each of the power marketing adrninistraions, sxcept de
Bonneville Fower Adminisoation, receives an annuoal
appropriaticn o fund operation and mainienance expenscs.
These appropriations totaled 3245 millioa and $229 million in
FY 1998 and FY 1997, respectively. These appropriated funds
are repaid {0 Treasury from the revenues generaied from the
sale of power and kansmission services. To the sxtent that

funds are not available for paymend, such unpaid annual nel
deficits bacome payable from the subcedquent years’ revenues
prioc 10 any repayment of Federsl investment. DOE ireats these
appropriations 2% a bocrowing from Treasury, and Bs such, the
Siatement of Chanpes in Net Position does not reflect these
funds as appropriated capital vsed.

Excepi for the appropriztion refirancing asset described in
Mote 5, DOE's financial statements e oot reflect the Federal
invesimant in power generating facilities owned by the U5,
Departient of Defense, Army Corps of Engineers; the 115,
Department of Interior, Bureau of Reclamation; and the U.S.
Department of State, International Boundary and Water
Commission, DOE's powet marketing adminisications ars
responsible for collecting, and romiiting to Troasury, révénucs
resalting from the sede of kydroelecloc power generated by
these facilities.

1. Deferred Revennes

fan anitfinns)

FY 1992 Fy 13927
Imragoveromental
uclesar Waste Fuod 5198 13
Oiher 19 (1}
L7 ) L4
Oowernmenial
Muclsar Wasis Fund §.39% gam
United Simes Earichment Corporaion 48
Pawer Markelng Adminisuabong 37 n
Reimbursable work 2dvances 4 106
Oihar 127 77
511,065 37,351
Taial S84 38565

Nuctear Waste Fund

Muclear Waste Fund revenees are acerued based on fees
assessed against owners and geoerators of high-level
radicactive waste and spent muclear fuel 2nd interest accrued on
investments in Treasury securities, These revenues are
recognized as a financing soerce as costs are incured for
Muclear Waste Fund activities. Annual adjustments are made
o defer revenues that excsed the Muclear Waste Fund
expenses. FY 1997 balances were restated to reflect
reclassifications betwesn intragovernmentat and povernmental

cOMponents.

United States Enrichment Corporation

Upon privatizatono of the United Stares Envichment
Corperation (USEC) on July 28, 1998, OME and the
Depantrrent of the Treasury designated DOE as successor to
USEC for purpases of disposition of balances remaining in the
United States Enrichrnent Fund, including payment of final bills
associated with privatization. As of Ssptember 30, 1998, a
total of approximaiely $484 million resided in the USEC-
Government accoent. OF this amount, approximately §374
million was retained for the treatment and recycling of depleted
uranium hexafleoride penarated by USEC Terween July 1, §993
and the privatization date. A liability was ssmblished in FY




Notes to the Financial Statements

1998 far this amount, Purgiant 1o Pablic Law 105-204, the
Secretary of Energy shall prapare and the Pregident shall
include in the budget request for FY 2000, 2 plan and proposed
lerristation for the uss of thess funds ko commence construciion
of, not lates than January 1, 2004, and (o operate 20 onsie
facilicy at each of the paseous ditfusion plants a1 Paducah,
Kenwceky, and Porismouth, Ohdo, to teat and recycle this
malerial, The law further provides that no anvounts shall be
withdrawn fram this aceount wotil ooe vear 2fiey the date on
which the President submiis to Congress the budget requesi for
FY 2000. The balance of approximately $109 million
represents amounts availatle for DOE to pay privatization
expenses on behalf of USEC.

On Mey 18, 1998, DOE and USEC signed 4 memorandum of
agreement (MOA) establishing each organization’s
responeibilities for the disposal of depleted uraniom generatsd
by USEC between July 1, 1992 and the privatization date {pre-
privatization period). In accordance with the MOA, USEC
paid DOE £146 million in FY 1002 for storape, surveillance,
and maintenance of the depleted uranium generated by USEC
during 1he pre-privatizetion pericd, and DOE established a
liability to record the rdvance received prior 1o the performance
of services.

& second MOA between DHOE and USEC, relating 1o depleted
urandunt gensrated by USEC afier privatization, was signed on
Tune 30, 1998, Pursuant to the MOA, approximately 16.7
millicn kgl of depleted uranium will be transferred o DORB
thru FY 2004, In accordance with the MOA, USEC paid DOE
appraximately $50 million in FY 1998 for storage,

menagement, and disposition of the ransterred depleted
uranium, rescarch and development inio the beneficial use of
depleted uranivm, and related actvities and support services for
depleted uranium-related activities. A liability of 350 millior:
was establizhed vy record the advance payment recsived pou
1o the performance of services.

A third MOA between DOE and USEC, relating to the
administration of worker ransition services at ike two gaseous
diffusion plants, was signed on June 30, 1993, Posuant 10 the
terms of the MOA, USEC paid DOE 520 million o edminister
worker transition secvices including echanced Benedits for
workers, monies for buyouts and sevecance payments, other
cafeer fransition assistance, as well as economic development

assistance to the affected commopnities. A liabilicy of 520

million was established to record the advance payment receivad
prics o providing sarvices.

Power Marketing Administrarions

The power marksting deferred revenues represent primarily
amounts paid to the Bonneville Power Administeation (BPA)
from panticipants under varions AC intertie cepacity
agresments and load diversification fees paid to BPA by
various custorrs. These ore-firmw payments cover the
remaining term of the cushamer™s existing coniracnial
agreement. FY 19597 balances were reclassified from ather
Tiabilitieg and achvances.

12, Qther Linhilities

(i anrdiina g

FY I9%4 FYiged
Iniragovernmental
Q) et far BOD 106 E31)
Crehar 154 [LE
bl fra
Governmencal
Mccrued payroll and benefits 659 L1 4]
Feiroleum Pricing Yialalion Erciow Fond b2 H b4
MHuoval Petcoleum Reserve Dréposit Fund 223
Elk Hillz Scheed Land Pund 29%
Quher govemmental lipbilities i 157
52030 §i.423
Talal 51,184 §Lw7
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Gil Held for DOD (See Hiie 6)
Accracd Payroll and Benefits

Accrued payroll and benefits represent amounts owed to DOE
and contractor employees,

Ferrolewm Pricing Violaton Escrew Fund

Pursuant (o the Emergency Petroleum Allocation Act of 1973,
DOE is responsible for recovering oil pricing overcharges amd
making restitution to injured parties. Monies received are
wnvested in Treasury secorities and mingrity financial
unstitutions pending dishursement to injured parties or retumecd
iz the Treasury's general fund.

Naval Petroleumn Reserve Deposit Fund

The balance in this fund cepresents proceeds from the sale of
the Naval Perrolenm Reserve ar Elk Hills char are being held
until final disposition in sceordance with the seltlement.
Approximately $288 million 1 being held for 4 contingency
paymezit to Chevron, Inc., pending the outcome of equity
finalizarion. The remaining $35 million 15 reserved for
anficipatsd adjusunents o Occidental™s final payment and for
possible reimbuzzement to the investmant banker for an
advance of their commission {See Motz 123,

Efk Hills School Land Fund

Thiz balance represents the portion of the Naval Petrolenm
Eeserve at Eli Hills sales proceeds being retained for future
disbursements to the Stak of Califomia pending authorization
of Congress.

13 Fovirgnmental Liahilitics
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During World War 1T and the Cold War, the United Statas
developed a massive industrial complex & rsearch, produce,
and test nuclear weapons. The nuclear weapons compleax
included nuclear reactoes, chemieal processing huildings, meatal
marhining plants, l[aboratocies, and maintenance facilities that
manufactured tens of thousands of nuclear warheads, and
eondwetad more than one thousand muclear explosion tests.

At all sites where these activities took place, some
environmental contamination oceurred. In this regard, the
trentment and storage of radicactive and cheinical wasts
resulted in contamination of soil, surface water, and
sroundwatzr and an enormous backlog of wasts and dangerous
materials. The environmental lepacy derved from the process
of producing nuelear weapons inchides thousands of
contsminated amas and binldings, and large volumes of waste
and special nuclear materials requiring treatment, stabilization,
and disposal. Appraximetely one-half million cubic meters of
radicactive high-level, mixed, and [ow-level waste must be
sinbilized, safeguarnded, and digpositioned, including a quanticy
of phiionium sofficient w fabricate thousends of maciear weapons.

The FY 1998 envitonmeanal liahility sstimaee is largely baced
on life eycle cost astimatas which raflacs a stratapy for
accelerating our efforis to clean up most of DOE’s sites hy
2006, This soategy was reportzd in the Accelerating Cleanup:
Faths 10 Closure Report {published as a draft in Febroary 1998
and as a final report in Juns 1998) and provides for a site by
site project by project projection of the technical scape, costs,
aod schedubs required to complete all 352 prajests at DOB's
53 nernalining cleanvp ks in the United States, while complying
with compliance agreements gnd other legal obligations.
Further, the strategy consiats of detailed projections on the
scope, schedoles, and costs at each site for the cleanup of
contamyinated sodl, groondwater, atd faeilities; beating, storing.,
2ndd disposing of waste; and managing nuclsar materials.

Changes to FY 1997 Estimates

Changes to0 the FY 1997 estimates relate to: inflation
adjustmenrs to reflect FY 1998 constant dollars; <lsanup
activities parformed ducing FY 199%; sale and mansfers of
facilities to owside entities; changes 1o assumptions relxting to
the reatrent of wastes and long term surveitlans: and
maigtenance; and other scops changes relating to the
refinsmant of estimates, incloding adivstments for efficiencies,
resequencing of wetivities, and other changes in the remediation
approach.

Lepncy Wastes and Sorplus Facllitis 2006 Plan Estimale
(FY 1998}

In FY 1998, the Prepaciment developed life cyele cost estimates
consigtent with its Paihs to Closure strategic vision to cleanup

most of the sites by 2006. These estimaies, which were
developed by the cognizant field offices, caver life cycle cost
sgtimates 10 2070, For financial smtement reporing purpases,
the Depariment deducted from the field estimates cosis
associated with waste generated fom current and fomre
operations and FY 1993 costs incurred o amive at the FY 1998
year-end liability.

The Paths 0 Closure cogt, scope arad schedules were based an
meeting existing compliznce agreements, incloding milestones
for a5 long as they were establishad, consistent with existing
Federal, State andfor local statutes andfor regulations. For the
Devetapment of Paths 1o Closure estimates, sites received a
Lotsl funding puideline of $5,750 million per year. In some
cases, sites exceedad this funding guideldine in Order to mset
compliance commitments. The site estimates include cost and
schedule estimates for envitonmental estoraticn; noclear
rnaterial and facility stabilization; and waste reatment. stoTage.
and disposal activitdes 28 #ach mstallation, The estinnaies alsa
include costs for relaied activities such as landloed
responsibilities, program mamagement, and legally prescribed
oranis for partickpation and oversight by native American ribes
and repulatory agenciss.

Actlve Facilltes

Envisommental Liabilities for active facilities represent
anticipated remediation costs for those facilities that are
cenducting ongoing operatiens buat will ultimately require
stahilization, deactjvation, and decommissioning. The FY 1908
enviroomental liakility for actve facilines is estimaied at
$19.600 million. Thas =stimabe i5 not based on costs
determined by remediaticn/feasibility studies performed at the
active sites. Rather, cost estimating madels were used 1o
estimate costs of remediating sites with matching canditions.
Such models wens used 0 extrapolae stabilizanion,
deactivation, and decommissioniog coss for contaminaced
active facililies and stroctuses not included in the Paths to
Closure or the FY 1994 BEME.

BEMER (Pipeline Facilities/Actlvities)

Envircomental linbilities for these facilides reprasent
deactivation and decomsnissioning costs of surplus “pipeline”
facilities not managed by the Office of Environmental
Matapement {EM) but which are generally excess to the
current mizsion of their programmatic owners. Although not
uncler EM management, these facilities are assumsd to be
candidates for transfer to the EM work scope.  The FY 1996
Baseline Environmental Manapement Report (BEMR), which
wes superseded by the Pathe 1o Closure Repart, included cosis
for the “pipeline facilities.” In chicumetances where additional
cost estimating techniquas were not applied to the pipeline
Facilifies/activites ducing FY 1598, the BEMR (adjusted far

69




Department of Energy FY 1998 Acconntability Report

inflation} continues @ be used as it reflects the most
compeehensive analysis of life cycle costs. Where decisional

changes in assumptions resulted in a malerial difference from
the amounts in the BEME, adiustments were made w0 reflect the
assurnpions.  For example, in addition to the inflavion
adjustmient Lo FY' 1998 constant dollars, the most significant
factor in the change in [ast year's estimate for pipeline facilities
is a reduction related 10 the ransfer of these facilities to the EM

prograrn, where they are ¢overcd under the Paths o Clasure
effort.

High-Level Waste and Spent Nuclear Fuel

The Muclear Waste Policy Act of 1982 established DOE"s
responsibilizy to peovids for permanent dizsposal of the Mazion's
high-level adicactive waste and spent nuclear fusl. The Act
requires that owners and generstars of nuelear waste pay the
full cogt of the program and, to that #nd, egiablizhes a fee on
civilian nuelear utilities which DOE mnst colkect and snnpally
assess to determine ils adequacy.

The most receni (otal-sysiem life cycle cost estimate was issued
in December 1993 for & surmopate single repository system
without interim storage and was estimated at 343,700 million in
constant FY 1995 dollars. Yuweea Moumain, Nevada, was
assnmad as the locaton for the repository smee it is the only

site that DOE is suthorized by law to characterizg, but this does
not constitute a prédecision that Yueca Mountain is an
accepiable site, Cost estimates for additional scenarios
including a two-repository system with interim storage were not
developed sipce DOE did not have current cost information or
desipns For a second repository or interim storags facility.

To estitnate the share of the total-system costs that should be
allocated ko the disposal of DOE's high-level wasie and spent
nuiclear fuel, the mathodology apnounced by DOE in the
Federal Register in August 1987 was used. DOE's share of
the total-system life cycle cost in FY 1998 dollars is astmated
to be 310,960 milliom (DOERW-05 19, Analysis of the Total
Svstemn Life Cyele Cose af the Clvilian Rodioactive Waste
Maonagemert Propram). DOE funding provided deough

FY 1598 totaled $934 million, which is less than its share
{51,452 millicn) of the roral system cosis incumed through
Septemnber 30, 1998, Intesest accruing an this ouistanding
balance totaled $652 million. As a vesub, DOE's net unfunded
liability for its shate of costs for the disposal of high-level waste
and spent nuclear fuel tuzled $10,678 millior as of
Seprember 3, 1993,

As of September 3G, 1996, DOE accrued a hability totaling

£1.421 million. This primarily represented IOE"s share of
unpaid costs incursed for the program plos accrued inferest.
During FY 1997, DOE recorded a prior pecod adjustinens of
$5,271 million 1o recognize its share of the wial-sysiem lfe

cycks costs associaled with the disposal of its high-level wase
and spent nuclear fuel.

Since the tast wotal-system life cycle cost cstimate was prepansd
in FY 1993, significant changes in the program resulted in
increased prageam costs including: additional waste quantitiss
atvd types; updates to the repository design basis; a reanabysss of
c0st uncenainiies associated with waste transportation; and-an

extetded monitering period. These changes, reflected in the FY
L29%E life cycie cost estimate, resulted in an increase in DOE's
lisbility for spent nuclear fuel and high-level waste disposel.

Other Dnfunded Environmental Lizbilities
Dispositisning of sxcess plutonium

Based on a Nuclear Weapons Council deciamtion in December
1994, the Secretary of Energy anncuonced in Febroary 1996 that
38,2 meric tongs of weapons grade plotonidm wete axeess to
national security needs. DOE alse designaled a quantity of non-
weapons grade plutoniom ag excess DOE has considerd a
variery of disposition methodologies for ihiz excess material,

A formal record of decision regarding the storage and
disposiiion methodology wes announced by the Sectdary of
Energy in January 1997, The decision is to reduce, over lime,
the number of locations where e variows forms of plulonium
are stored, and to pursue a disposition strategy that allows for
immuobilization of excess plutoniom in glass form and burning
of the excess materizl as mixed oxide fuel in exisring reactors.
DOGE has recognized 2 $2,266 million unfunded liability in the
FY 199 financial staterments o reflect the estimated
dispasition cosl in constant 1998 dollars of the preferred
aliernarive. The estimated disposition cost is based on a curment
planning inventory of 43.2 metric tons of weapons and ron-
weapons grade pluionium. FY 1999 events including site
selection of the facilities that will be paeded 1o digposition the
excess pluonium and the award of comracts for (1) fus)
fabrication and imadiation services and (2) design services for a
pi1 disassembly and conversion facility may result in
adjustments to the fiability in subsequent fiscal years.

Dizpoxitioning of excess highly enriched urarium

The Nuclear Weapons Counci] declared in December 1954,
leading o the Secretary of Enetgy's anpcuncement in Fabuary
1996, that 174.3 metic tons of DOE's haghly enriched uraniuem
(HELN were excess to national secueity needs, Most of this
marerial will be blended for sale as low-enriched uranjum
{L.EU) and used over time as commercial nuclear reactor fuel 10
recover its value. Matenal that covld not be economically
recovered was originally planned io be blended to LEU for
dispasal as law-level waste. DOE recarded a $392 million
unfunded liability in FY 1995 for the disposition of 26.] memc
tons of surplus HEU estirnated tor be wasie. After further
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cveluation of the material in FY 1997, it has been determined
part of lhis matzrial will naw be zold for use as reactor fuel.
The remeining part, the majorety of the materal, 15 alveady in
the form of imadiated Fael, which requives no procissing prico
to disposal. Therefote, the $392 miltion unfunded liability for
blending 26.1 metric tons of surplus HEU was reduced to zero
in FY 1997,

Disposition of Depleied Uranitm Generated by the United
Stares Enrichment Corporation

Pursuant to Section 31009{a)3) of the USEC Privatization Act
of 996, DOE is responsible for disposal of depleted vraniom
generated by USEC between Joly 1, 1993 and the privatization
date (pre-privatizetion period). On May 18, 1998, DOE and
USEC signed a memorandum of agreement (MOA)
esmblishing each organizaion's cesponsibilities for fulfilling
the meairements of Section 310K, Subssquently, on
July 28, 1998, USEC was privatized. In accordance wilh the
MOA, USEC paid DOE $16 million in FY 1998 for storage,
surveitlanes, and mainterance of the depleted urmium
gencretzd by USEC during the pre-privatization period.

In December 1997, DOE published a Draft Programmatic
Environmental Impact Statement for Alternative Stategies for
the Long-Term Management and Use of Depleted Uranium
Hexafluaride (UF,). While this assessment did not specifically
address the USEC generated depleted uranium reguiring
dispasal because of uncertainties regarding its funire
cnanagement, it did identify a preferred aliernative stategy for
wse of 10Q percent of the Department's deplated UF; either as
uraniamn oxlds, uramam metal, or a combination of both. Since
the USEC gencrated material represents a relatively small
portion of the total UF; inventary, its disposition cost 18
provided within the reported $1.6 billton - $3.9 billion
estimnte. Onee vncertainties regarding fubore management of
the USEC generated depleted uranium are resolved, the
Department may include this earerial in fupime assessments,
Such assesernems could identify potential altarnative ugss for
the USEC generated daplated vranium. Accordingly, no
provision for the cost of disposal i included in thege Hoancial
SIS,

Denctivarion and decommissioning of inactive roval reacrars
Jacilities

Ceactivation am! decommissioning linbilires for imactive paval
facilities represent Enticipated remediztion costs for those
tacilities at the Pitsburgh and Schenectady Maval Reactors
Cffices that have ce2sed operaiions. The methodology used for
eslimeting the environmental liabilities for these facilities was
simjlar 1o the apgrosch used in estimating the |jabilites for
active facilities in that experiences of similar types of facilities

further along in the decommissioning process wers uzed asa
bagis for determining the sstitoate,

Assumptions

Estimating the cost of DOE’s environmental cleamp Liability
requires making assumptions about folire activides and is
inherently uncertain. ‘The future course of NOE's
environmental management program will depesd cn 2 number
of fundamental technical and policy choices, many of which
hrave not been made. THtimately, these decisions will be mads
on the hasis of flfilling Congressional mandates, regulatory
direction, and stakeholder input. Congressional appropriations
at lower than anticipated levels would cause increases in life

cycle costs,

The cost and environmenta) implications of alternative choices
can be profound. For example, many contaminated sites and
facilities could be restored to a pristine condition, suitable for
any desired use; they could alzo be restored 1o a point where
they poge no neas-teemn health rigks t surounding commnities
but are essenbally surrounded by fences and Jeft in plage,
Achieviog pristine conditions would have a higher cost but may
or may not warrant the costs and potential ecosystem disneplion
or be legally required.

The following key assumptions were used in estimating the
envitonmental leability:

¢ DOE has idendfied approximately 10,500 potential releage
sites from which contaminants could miprate itk the
enviconment. Although virtually all of these sites have
been at Jeast partially characterized, final remedial action
andfor reputatory decisions have not been made for most
sites. Site specific assumplions cegarding the amount and
type of contamination 2nd the remediation technologies
theat will be utilized were uged in 2stimating the
epvironmental regtoration cages,

& The first geological repository for high-level radicactive
waste will open in 2010, Ar thar time, it will accept spent
nuclear fuel from commercial utilities. In 2014, the
repository will bagin accepting defense hig-l=vel waste
and will begin accepting DOE-pwned fuel shortly
thereafter. An unceriainty reiating 1o projected wasts
dispositioning cosis is that cument projections of legacy
waste yolume exceed storage capacity. This could reselt
ir significant cost growih in oot years as additional siomge
capacity is acquired.

# The Waste Isolation Pilot Plant (WIPF) will open in 1998,
DOE received the necessary cectification from the United
Seates Envirnmental! Frotection Agency 1o open WIFP for
wagte storage. However, due t a court injuncbon, the
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opening of WIPP bas been delayed. The Bepartrasnt of
Justice is comently working with the plaintiffs in this ction
to lift the injunction. IF the court refuses to Git the
injunciion, WIPP may not open unti! the State of New
Mexico issues the RCRA Permit for the disposal of mixed
transuranic waste, now axpected in late 1999, Sites that
would be most effecied by the delay in the WIPP apening
ar mking actions b mitigate any impact by astessing
ternporary storage aliematives and switching priorites to
shipping waste nof impacted by 1he injuncton. Itis
anticipated that the WIPFE wikl be open for waste storage
before the end of 1999, The delay is not expected w have
& significant impact on ihe enyironmental liability cost
estimate.

*  Proiect baselines anticipate savings from enhanced
praductivicy. However, it is possible that some projected
savings may not be achicved

& Only existing technologies, such as pumping and treating
groundwater, are assumed 10 be available for estimating
cleanup costs. Bstimares were based on renedies
corgidered technically and environmentally reasonable and
achievable by lecal praject managers and appropriate
regulatory authorites.

&  Environmenial cleanap will be conzidered substaniially
compleie when all sites have been remediated and when
wasies penetated froen pravions activites and from
remediation and stebilization sctivities are safely disposed.

#  Projects with no current feasible remediztion approach are
excluded from the estimate. The cast estimate woutld be
higher if some remadiation were assnmed for thege arsas
for which complete clearup is not techaically feasible with
existing technologies. However, because no effective
remedial technology could be identified, no basis for
estimating cost was available, Significant projects
excluded are:

- nuclear explosion test areas (¢.2., Nevada Test Sitel;

- large surface water bodies (2.g., Clinch and Colurabia
rivers); and

- most contaminated ground water {even with {reatment,
fiture use will remain restrictad)

& Costz related 10 the disposition of depleted UF, are
excluded from the astimate, DOE published 3 draft
Programmatic Enviconmental Impact Statement (PEIS) in
Diecember 1997, which zssessed several siratepies for the
long-term management of approximately 560,000 melric
tons of depleted UF, owned by DOE. The draft PELS
ilentified a praferred stmategy that wonlkd use 100 percent
of the Depaniment’s depleted UF; either as vranium cxide,
uranium metal, er a combination of both. However, the
draft PEIS acknowledged that potential vses that are
capable of consuming a substantial fraction or alt of the
depleted uanivm inventory ans yet to be fully developed.
Recognizing this wncertainty, DOE estimated in its
September 1997, Cost Analysis Report for the Long-Term:
Management of Depleted Uranium Hexafluoride, that the
eost of depleted UF, disposition under the prefecred
altzrnative would range fram 31,600 million to $3,500
million. The cost estimate is being updated in conjunction
with the final PEIS and Pecord of Decision, scheduled for
completion in March 1999,

In addition to the assmptions and exclusions idemified above,
another factor that could affect the certainty of the estimate
includes the adjustment to0 FY 1998 dollars which is required
under Federal acequnting standards. Any potential increasss
eanged by futvee inflation could resull in costs that ans
substantially higher than the recorded liabilicy.

The envirormental lisbility estimates inchude some amoungs for
contractor prnsions and poswetirement benefits other tan
pensions (PRE). The liability for contractor pengion and PRB
tas been recorded separaieiy from the eavironmeneal abilicy
and disclosed in Moie 14.

L4, Pension and (Hher Actirarial 1iabilitics

(e mmaiflirmsy

FY 1eg FY 1997
Contractar panzion plang Sil4 1253
Caontractor posireliremant benefing othar 1han peailong &, 187 5087
Conrractor dissbilliy and lifa insurames plants 2 )
Tomd scowarlal 1lubilinas 551 55,200
Lzea funded acmarlak Habilias {14 %)
Tuiad welunded wetuarial Eablllias S5 508 36,202
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Maost of DOE's contractors have defined benefit pansion plans
ender which they promiss (o pay specified benefiis w0 their

employees, such as a percentape of the final averaps pay for
each year of service, DOE's cost under the contracts includes

reimbursement of annbal conteactor confributions to these
pension plans. DOE*s contractors also sponsor posiretirement
benefits other than pensions (PRE) consisting predominantly of
pastretirement health care benefits. In the past, these costs
were tecognized on a pay-as-you-go or cash basis. Since DOE
approves the contractors’ pension and postbrement benefit
plans and s ultimalely responsible for funding the plans, the
responsibility for any related Jiabilities rasts with DOE.

DOE reimburses its major contractors for employee disability
insurance plans and estimetes are recorded ns unfunded
linbilities for these plans.

Contracior Penston Plans

DOE adoptad SFAS Ma. 87, Employers’ Ascounting for
Pangions, beginning in FY 19946 for contractor emplayess, far
whaom DOE bas 2 contiouing pension obligetion. Ag of
Seplember 30, 1908, DOE hag prepaid pension costs of $534
million and accrued pepsion coste of 3314 million. DOE hiag 3
eonuinuing ohligation for a variety of contrgctor-zponsorad
pension plans (446 qualified and # nonqualified). Io this repard,
benefit formulas consist of final average pay (36 plans), carser
average pay (4 plans), dollar per month of service (& plans),
and one defined contritntion plan with fonre contributions for
retired employees. Twenty-four of the plans cover nanunion
employees only, 13 cover union emplayees only, amd 17 cover
both nion and nonunion employees,

For qualified plans, DCE"s cagrent funding palicy is for
sontributions made to a tst duxing a plan year for 2 separate
defined benefit pension plan & not exceed the greater of: (1)
the mininwurn contribution required by Section 302 of the
Employes Ratirement Income Security Act (ERISA) o (2) the
amoant estimated o sliminaw the Unfunded cucent liabikity as
projected to the end of ike plan year, The term “onfunded
cumrent liability” refers 0 ibe unfunded coment liability as
defined in Section 302{d}8) of ERISA. For nonqualified
plans, the frnding policy & pay-as-you-go.

Plan esseis generally inciude cash and equivalents, stacks,
corporate bonds, government bonds, real estate, veniore capital,
internzional investments, and inserance coniracts.

Assumptions and methods

In order bo provide consistency among the various DOE
contractors, cectain standardized actuarial assumptions wete
used. These standardized assorptions include the discount
rates, mernality assumptions, and an expected long-tecm mite of
et o plan assets, satacy scale, and any other economse
assomption consistent with an expected long-tam inflation rate
of 3.5 percent for the entire U.5. econormy with adjustments o
reflect regional or indusiry rates as appropriate. I miost cases,
ERISA valuation acheatial assumptions for demographic
assumptions were used.

The following specific asramptions and methads were ured in
detevmining the pengion estimates.

The weighted average discount rates of 7.0 percent for FY
1998 and 7.75 percent for FY 1997 were used, the average
long-terin rate of Teturn on assets was 3.3 percent in FY 1998
and 8.2 percent in FY' 1997, and the average rate of
compensation increase was 4.9 percent in FY 1998 and FY
[997 in detzrmining the pet periodic pension cost

The weighted average discount rares used o determing 1he
vested benefit obligation, accrued berefit obligation, end
projected benefit obligation as of September 30, 1998 and

1997 were 6.5 percent and 7.0 percent, respectively.

Etraight line amortization of uorecognizad prior service oo
over the average emaining vears of service of the active plan
participants and the minimum amortdzation of onrecognized
gains and losses ware used. The transition obligation was

amortized over the graater of 15 years or the average remaining
service.

Table 1 sets forth the vested benefit obligation, accrued benefil
obligation, projected benefit obligation, plan assets, and a
reconciliation of the funded status to the prepaidface noed)
pension cost after minimom [lability. Table 2 sei1s forth the
components of pes pariodic pension oost
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(i miflions}
Table 1 Septenber Fi 0 EDfEREREY 199
Yested Bensfil Oblipation {$12,008) (510.475)
Accrued Benefil Obligation (312,735} (511,354)
Frojected Bensfit Obligation: _
Projecied Benefit Obligadon (314,908} ($13.462)
Flan Assets 20135 11584
Funded Statuz $5,227 4,122
Unrecognized Transition Obligation Asset) (1.485) (1,590
Unrecagnized Prior Service Cosl 56 28
Unrecognized (GainjyLoss 3428 (2,438}
Prepaidi Accrued) Pension Cost 3370 122
Adjustment required ko ceflect minimuim lability (1200 (122%
Prepaid/{ Accrued) pension cost after minimum liabiligy §240 30
Total Prepaid Pension Cost after minimum liabilicy 554 $223
Toral (Accmed} Pension Cast after minimum liabilicy {£31Y {5283}

Tny thes inderest of brevity., informeation mgamding i defined Danefx plans is summarized in a single Bhle. Assls of one plan an not avadabbe o sulisly

ligbithies of another plan.
{in miffionz)
Table 2 FY JO008 FY 1997
Net Periodic Pension Cost;
Sapvice Cost $a21 367
Interest Cost 900 61
Actual Return on Plap Assets (1,311 {1,114)
Met Amortization and Deferral (2093 {1504
Imparl of Curtailment or Special Termination Bepefits 8 34
Tiual Mat Periodic Fension Cost {£1913} fi 4]

In 1998, expense of 5. 13 millhon was recognized a1 Ames Laboratories for an early relirement window, The eleancii’s rbrment plan a1 Arganos MNadoosl
Labwumtarias was terminaled msilling In 2 curtailmom and seiclemend gain of 502 milion, The Bechils] Payolewm Operations, Ine Prosion Plan was
t=rminaed resulting in & curtailmenl and ssedement gin of £2 97 million. Due to saff rednetions, cunaidment loazes were recoguized o1 Bebeock & Wilcesx,
Haafrd Environinenal Heakth Foundatiom, and Sandia Mational Laberatonies for 311,00 million, .07 milion, and $.25 millies, repecively and a
curmilroent gain was neotgmized ol Parex for £.04 million. A cunsiiment gain of 523 million was eecognine st Ross Avistion dus to a plan ameadmen)

eliruinating funire bernefl scoruals,

Contractor Postretlrement Benefiis Gther Than Pensions (PEB)

DOE adopted SEAS Na. 1906, Emplovers’ Accounting far
FPastretirement Sencfits Crher Then Pensions, beginping in
FY 1994 for contractor employess for whom DOE has a
contnuing cbligation. SFAS No. 10% requires thai the cost of
PRE be accued during the years that the employees render
service. As of Seprember 30, 1998, DOE has an acerued PRB
liakility of $6,1237 millien. Pricr 0 FY 1994, PRB costs,
consisting of predominantly retires healdh care, were
recogaized as expenses when claims were paid. Generally, the
PRB plans are wnfunded, and DOE’s funding policy is to fund
On a pay-as-you-go basis. There are P contractors, however,

that are prefunding benefits in part as permitted by Jaw.

DOE"s comractors sponsor a variety of posmetirement benefits
other than pensions. Benefirs congist of medical

(35 conmactorsy, denial {14 contraclors), life insurance

(21 contractors}, and Medicare Part B premium reimbursement
{4 contractors), Thirty-ooe of the conlractors sponsor a

traditional indemmigy plan, a PP, an HMO, of similar plan,
Eighizen of these also have a paint of service plan, an HMO, or
similar plan. Four additional conmactors have only a point of
sarvies plan, an HMO, or similar plan,

Asswmptions and methods

In order w provide consistency amoag she vasigus DOE
conlractors, certain standardized actvarial assumptions wers
uged. These standardized assumptions inclode medical and
dental trend rates, discownt rates, and morialily assumptions.

The following specific assumptions and methods were yred in
determining ihe PRE eslimates:

The medical wend rates for under age 65 and the drug trend
fales fior vnder age 65 and over age 64 for a point of service
plan, an HMO, cr similar plan, grade from 8.0 percent in 1997
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down to 5.5 pereent in 2002 and later, and the meadical rend
rates for over age 64 grade from 6.75 percent in 1997 down 10

3.5 percent in 2002 and kater. The medical trend rates for
ender age 65 and the drug wend rapes for under aga £5 and ver
age 54 for a PPO, a wraditional indemnity plan, or similar plan,
grade from 10L0 peccent in 1957 down to 5.5 percent in 2002
and Later, and the medical trend cates for over age 64 grade
from 8.75 paccent in 1997 down to 5.5 percent in 2002 and
latar. The dental trend rates st all ages grade dowe from 7.0
perceat in 1997 wo 5.5 percent in 2002 and later.

The weighted average discount mtes of 7.0 percent for FY
1998 and 7.75 percent Far FY 1997 were used, and the average
long-term rate oF retum on assets was 7.11 percent in FY 1993
and 7.34 percent in FY 1997 in determining the net periodic
postretirement benefit cost. The rate of compensation increase
was the same rate 2s each conractor vsed 0 determine pension
contzibutions.

The weighted average discount rates used to determine the
accomulated postretirement benefit obligation as of September

), 1998 and 1997 were 0.5 percent and 7.0 percent,
respectivaly.

Straight line amortization of unrecognized prior service cost
over the avemge remairing years of service 1o full eligibility for
benefits of the active plan participants and the minimam
amortdzation of unrecognized gains and losses were used. DOE
chose immediate recogaition of the ransition obligation
existing at the beginning of FY 1994,

Table 3 sets forth the componenis of the accumulated
posiretiement benefit obligation, plan asests, snd a
reconciliation of the funded statos to the accrued postretirement
benefit liability. Table 4 cets forth the compopents of n2t
periodic postretirernent benefit cost. Table 5 sets forth the
effect of & one percentage point increase in the assomed bealth
care cost trend rates for each fumse vear.

(in millions)

Tahls 3 Septamber 30, 1098 Sentember 30 1097
Accumalated Postetirmment Benefic Obligation (APBO):

Fully cligible actives {$E35) 70

Other actives {1,950} (1,850

Retirees 2588} {2.53%)
Total APBC {$5.393; {35,139
Flan assets —123 — 128
Funded status ($5,208) (35013}
Unrecopwized prioe service cost {138} {08)
Unrecognized (gain)loss {781} {875
Ascrued postretirement benefit Labslity 35,1873 $5.926)

{in millions)

Table 4 EFY igog FY 1937
Mat Pasiodic Postretirement Banefil Cost:

Service cost £148 $136

Interast cost 323 326

Actual retomn on plan assets (% (9%

MNet ametization and deferral (Bd) {1035}

Impact of curtailment (9 {&2)
Total Met Periodic Postretirement Benefit Cost 3369 $280

I 1558, curmitment gins were recognized b Bechid Petroleum Operadions, Inc., $7.4 million; Hanford Envimnmental Health Foundaion, 5.58 niillion;
Rust Qeatech Grand Junctien, 503 milthon; and Lockhesd Martin Coxporation Sandia Laboraories, $.86 milion. A conzdloent Inss of $05 million was
recognized ot lown State Universiy Ames Leboratorios for an early reirement window,
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Table 5

Tread Rare Sensftivity

Service Cost plus Interest Cost for health care benefis
APBO as of Sep, 30, 1998 for health care benefits

15, Oher Unfunded Liahilities

{in mithons)
Base 1% Trend
—Yaluvation Ipcrease
$427 1506
$4.820 £5.087

(i miificng]

FFispg Frive?

Envifoument, calfeny and haalih compl iznce serivhiics 164 TN,
Ynited S1mee Enrichment Corperanon ¢ 2
Capital leases 11 103
Acerued annual leare of Federzl employees - a5
LHher 1§ "
TEodal piber unfunded llabiklties 5194 FlL33

Environment, Safety and Health Compliance Activities

DOE"s unfunded environment, safety and heaith lisbilicy
represeots those activities necessary o bring facilities and
operations into compliance with existing environmental, safety
and health (ES&H) laws and regulations (e.g.. Occopational
Safery and Health Act; Clean Air Act; Safe Dionking Watet
Act). Types of activities included in the estimate relats to the
following: vpgrading site wide fire and radiclogieal programs;
nuclear safety wpgrades; industrizl bygiene and industrial safery;
safery related maintepance; smergancy preparsdness programs;
life safety code improvementis; and ransponiation of radicaclive
and hazardous materials, The estimaie covers comrective
actions expecied 1o be performed in fuure years for programs
outside the porview of DOEs Environmentz] Management
(EM} Program. ES#&H activities within the purview of the EiM
program are included in the environmenial ligbility estimate,
The increase in the ES&H lability is largely atiributable to {1)
additional corrective actions, activities, or programs, ihat are
required to improve the faciliies” state of compliance and move
them 1weard full compliance or conformance with all
applicable ES&H laws, regulations, agreements, and DOE
Orders and (2) reviesd costs sstimales for axisong ES&H
activities.

Limited States Enrichment Corporation

In Deceiniber 1994, DOE and USEC signed 3 memarandum of
agreement (MOA) relating 1o the transfer of functions and

activities from DOE to USEC. The MCA provides for DOE to
reimburse USEC for costs associared with bringing two

Gaseous Diffusion Planis (GDPs) into compliance with Muclear
Fegulatory Commission standards (i.c.. nuclear safety
wperades). DOE alwo agreed 10 assume the costs for closing
oui the Delermination Order transfermring DOE™s uranivm
enrichment fonction to USEC.  Accordingly, a $242 miflicn
liability was #stablished in FY 1997, On May 18, 1998, DOE
signed an amendment (o the December 1994, MOA whereby
DOE would trangfer 3.8 million Kgll of natural orasivm and 45
meiric tons of low enriched vranium o USEC in full
satisfaction of DOE's liabilities with respect to the nuclear
safety upgrades and the Determination Order. A second
amendment 1o the December 1054, MOA was also signed on
May 18, 1998, This arnendment provided for DOE to transfer
an additionat (.8 metrdc tons of highly enriched vranium, valued
at approximately $35 million, to USEC. DOE in tumn received
an offyetting credit againgt amoumis owed UISEC for services
they provided at the twe GDEs. Both ansfars wers sffected in
hMay 1998,

Capital Legses

DOEs conbactors lease facilities, machinery, equipment and
oibwer assets. The assels under capital l2ases ars recorded ai the
Yesser of the present valve of minimal lease payments o the Fair
valuz of the assets. Unfunded capital lease liabilities generally
reflect lease agreements in eifect prior to FY 1993, Sabsequent
capilal leazss, sxcept for telecomspmnications and cenain
computer legses, ars required (0 be funded by existing
appropriations,
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16, Contingencies

abligation. [ndiana Michigan Power Co. v, TLS.
Depanment of Energy, 82 F.2d 1272 (DO Cir. 1996). In
addition, the Northam States decision precludes DOE from
invoking the unavoidable deleys clause of the Standard
Contract; and from assecting wadifional sovepsign acts
defenses in any suie for damages in the Couct of Faderal
Claims. DOE did not appea] the deeigion in the Indiana

DOE is a party in various administrative proceedings, legal
actions amd toct claims which may vltimately ceseltin
settlements or decisions adverse to the Federal government.
DOE has accrued contingent liabilities where losses are
deterninad 1o be probabls and the amounts can be sstimated.
Other significant contingencies axist where a Joss is reasonably
possible, or where a Joss is probable and an estimate cannot be

determined. In some cases, a portion of any loss that may oceur
may be pard from Treasary's Tudgment Fund. The folkowing
are other sigrificant eomtingencies:

Toxic Releases from DOE's Facilities - DOE's contractors
ure defendants in 2 number of class action suits anising from
alleged environmental contamination of air, water, and ol
affecting communitiss summaunding vanous DOE facilites,
Callectively, in the most significant cases invalving facilities
at Rocky Fiawi, Colorado; Hanford, Washington;
Brookhaven, New York: Paducsh, Kenmelcy; and Mound
and Piketon, Ohdg, the claimants geek in excess of 32,100
million in damages. DOE’s contractors are vigorously
contesting all of these cazses, and an evaluation of the likely

awkeorne of these claims cannok be estimated 2t this Gme.

Human Radiaiian Expariments - DOE and its contractors
are the defendant: in a number of individual and class selion
suits, as well a5 administrative claims, arising from past
human radiaton experimencs allegedly sponsored or cammied
out by the Federal government. In the aggregate, e
remaining claims sesk mors than $400 million in damapes.
Due 15 the preliminary rature of many of these matters, an
evaluation of the likely oulcomes of these claims cannot be
estimated at this ime. While the cases will be vigoransly
contesled, possibilities of settlement will alse be pursued.

DOE's Warte Accepiance Obligation

The Office of Civilian Radioactive Whaste Management
{QCRWM) is involved with vasious matizrs of Litigation
telating o its obligation in a standard contract {Standard
Contract) with utilities (o indtiate waste acceptance by
January 31, T99E, the date specified in Nuclear Wastc
Policy Acl of 1982 (NWPA), as amended. A summary of
those actions is included betow.,

Indicnn Michizad a, refern

The Court of Appeals for the District of Columbia Circoic
has ruled Lhet the Standard Cootract {1) impos#s an
unconditional obdigation on DOE (x> infdzls waste
acceptance by Janvary 31, 1993, and (2) offers a potentially
adequate remedy for the failure of DOE 10 meet this

Michizag cace. DIOE and the State of Michigan filed
petitions for centiorari in the Mopthern States case, which the
Supreme Court denied on November 20, 1998,

The Indiana pMichigan and Northern States cases do net
have a direct impact on the Nuclear Waste Fund {NWF)

becawse no contracival damapes were sought and the court
denied equitable relief, such as an escrow of funds. All
other eaces disctigsed in this section, howeaver, aré based on
the hokdings in these two cases. It is too early to svaluate
the ultireate jmpact on OCEWM of claime based on dwe
decisions in the Indiana Michigan and Northern States
cases, Resolotion of any swch claims will involve highly
fact-specific and individualized decisions about the costs
incurred by each contract holder 25 a result of the delay of
the Department in mesting its obligation under the Standard
Contract. The potensial impact, howrever, is significant,
The Departmernit has astimated postibla damages 1o be
between 3300 million and 31 billion if all utilities filed
claims. Some wtilities' representatives have estimated
damapas totaling 545 billion,

Clzims besed on the decisions in the Indiapa Michigan and
Morhent States cases could impact the WWEF in one of 1wo
ways. First, if a court determines a contract holder can end
must pursee jts contracmal remedies and proceed under the
delays cleuse of the Standard Contract, the contract holder
mmay be found eligible to recaive equitable adjusiments of itz
on-going nuclear waste fees. This “equitable adjustment™ of
fees would reduce revenues 1o the WWF. Alkematively, if a
court determings a contract holder can pursue a damape suit
for breach of contract, the contract holder may obtain a
judgment against the Deparoment for money drmages. It is
unclear whether such a judgment would be paid out of the
Judgment Purd, the WWF, or some other source of funds, If
a judgment were paid out of the Judgment Fund, fhereis a
pessibilicy the Todgment Fund would whimately be
reimbursed by the NWF or other funds appropriated to the
Departent. If he size of the NWF wers to be substanbally
affected by aither squitzble adjestrsnts or payments of
Judzments, ihe Department might then be obligaed 10
propose fee adjustments pursuant o the WWPA's “full cost
recovery” provision, 42 UL3.C. 10222{a){4). Any such fee
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adjuziments would be “acrogs the board™ and applicable 1o
all wtilities with comently operating reaciors.

Ax discuszed in detail below, severat utilities have broughi
cases in the U.S. Count of Appeals for tre Drisirict of
Columbia that comtain claims based on e decisions in the
Indiaua Michigan avd Notthero States cases. The
Department believes that, after the exbauston of any
adminiswative remedies under the Standard Contract, the
0.5, Court of Federal Claims is the proper veoue for claims
based on the decisions in the Jndians Michigan and
Horthem States cases and anticipates that the Court of
Appeats will agree with this view, I, however, the Court of
Appeals permits these claims to proceed, it is too early to
evaluate their likely outcome, As discussed previously, a
Judgment against the Deparument could affect the NWT,

ligiated Edigon Co of Mew York v.
Depantmeit of Enetgy, case no. 98-1358.

Several ubilitiss filed a petitton for review of the
Department’s fae adequacy determination. In addition, they
sought leave to file m complaint in the D0C. Circuit seeking
damages and specific relief for the Depariment’s failurs 1o
commence disposal of their spent nuclear fuel, These cases
were held in absyancs pending disposition by the 1.5,
Supreme Court of petitions Tor certioran filed in Morthemn
Srates, as dizcussad shove, The denial of cermiorar on
Movember 30, 1998, hat revived the cazes. The utilities
have filed 2 motion for appointment of a gpecial master to
hear the cage which the Department opposed.  Briefing of
Jurisdictional issues will bapin in January 15999,

eral i O vy T15. f E .
case no. 98-13346; Arizona Poblic Service Commission v,

L5, Depapment of Ensrgy, consol. cases no. 95-1346 and
S8-1248.

These cases involve petitions filed in the Count of Appeals
for review of the Depanment’s failore to commence
disposal of spent nuclear fuel i an attempt to ensure that
the decizion in the Mopthemn States caze applies o ofilities
thet were nol parties W that case. On January 5, 1999, (he
Court of Appeals ardered the patitioners (0 show cause why
their petitions should aot be dismissed in light of the
decision in the Worthemn States cass Lhat the Standard
Contract provides a potentially adequats remedy. While the
Erepartment believes i is Jikely the petitions will be
dismissed, jt is possible the vtilities then will file suit in the
United Stetes Coun of Federal Claimns or pursue aon

edminisirative claim with the comracting Officer for the
Stanriard Contract.

Pending Cases: US. Court of Federal Claims

As discussed in more detail below, severa] milities have
brought cases in the 113, Coont of Federal Claims that
contain claims based on the decisions in the Indiapa
Michizan and Mohern States cases. In the first thiee cases,
the Cougt of Federal Claims has found thar the Depariment
has breached its contracts with the three utilities, each of
which has only one shutdown reactor, and that no
conbastual remedy exists because these utilities are not
paying ongeing fees. The Departmnent currendy is engaged
in discovery to determine the amount of damages to be paid.
Tt i to aarly to evaluats fe ullipate amounts of the
Judgments agamst the Department in Ihese cases. As
discussed previously, these judgoents could affect the
HWF.

In the glher seven cases, the Court of Fedéral Claime: has not
issoed any final decisions. The Departmeni is taking ths
position in thess eases that the utilities, which have operating
reactors and are subject to the payment of ongoing fees, nwst
axhanst the adminisirative process ak the Dipartment befon:
filing suit jn the Court of Federal Claims. Tt js unclear whether
thers ultimakzty will be a contracmat remedy or & court
Jjudgment in any of these cages. As discusced peeviously, an
squitable adjustment of f2es of & judgment against the
Drepartment could affact fhe NWE.

Yankee Atoypic Electric Co, v, Unjtgd Sinies, cace no_ D3-
126, icut Yankee Adomic Power Com

LUpied Siates, case no. 98- 54C, and Maig Yankes Alomic
Power Company v, United Stgtes, case no. 98-4T4C.

On Febrilary 18, 1998, the Yankee Alcmic Electric
Compeny filed suit for dameges in the amount of $70
million asscciated with the extended storage of 127 metric
tons of spent nuclear Sael onsite ar jts sbupdown nuclear
plant in Massachusetis. Tankes assenied that, while it had
paid the contractual fees in full, the Depariment did not
commence disposal by January 31, 1998, and had thus
breached the Standard Contract. The Department argeed
that eny delay in performance was redresgable under the
avoidatdle delays clause of the Standand Contmast and that
Yankae's sols remedy is a claim for aguitable adjustment
throuph administralive procedures described in the contract,
as opposed to & suil for Jamages based an a breach of
contract claim,

On Ociober 29, 1998, 1he 115, Coart of Federal Claims
found thae the wdlity need not exhaust its contractual
remedies and that e Department was in breach of comract,
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It therefore grantsd summary judgment for Yankes on the
fzsue of the governmeant’s liability. The Court alsn stated
that, where complete relief is not available onder a conract,
the controversy is not limited to administrative remediss in
the contract (“Disputes™ clause} and may be ried in court
The Court fourd that stawmtery reserictions on the adjustment
of the one-time fee precluded the Department from
retroactively adjusting Yankes's charges to reflect i onsite
storage costs and dyat the Department's authonty to maks
expenditures from the NWE was restricted to specafical ly
listed activities which do not include paying the costs of
onsile storags.

Similar svits had been filed by Connecticut Yankee and
Main Yankea sceking $90 million and $128 million
regpectivaly for the Department’s failurs 10 remove spei
nuclear fuel from their sherdown raactor sitsz. On October
30, 1998, and November 3, 1998, the U5, Court of Federal
Clrims issued orders finding that, for the same reasons
stated in the Yankee Atomic decision, the Department is
contractually Jiable to the ytilities.

The next phase of the “Yankee" cases will determine the
damages payable. YWhile it is not expected that the viilities
will recaive all of the damages that thay ssek, poisntial
government liability irom these three cases could be in the
tens of millions of dollars. As digcussed previougly, thege
judgrrents could affect the NWE,

M. tates P Com ¥ _Tini oG CASE TI0.

98-484C; Commonweslth Edison Coenpany v, United
Ema CESE NO. 98-621": Sﬂiﬂﬂlﬁlﬂﬂlﬂﬂiﬁﬂi

imsﬁ CASE N0, %BSCMML&:E
Company v, Upited States, case no. 98-483C; Indiapa
Michigan Power Company v. United States, case no. 98-

486C; Sacramento Municipal Utilice Diserict v, United
Stareg, vase no, 98-488C,

In addition to the “Yankee" cases, seven other utilities, most
with currently opemting reactars, have filed swits in the U.3,
Court of Federal Claims seeking damages totaling over $4
hillion. In several of these cases, the utilities have metions
for sammary judgment on contract liability pending that are
similar to those filed in the “Yankee™ cases. In oppasitien,
the Deparitment has filed motions o dismiss the cases on the
ground that the utilities have not exhavsted their contractual
vemecies by applying far equitable adfustment of their
angoing fees, Depending on how the Court decides these
ceses, damages could be paid out of 1he Jodgment Fund or
the NWF, or there could be an equitable adjusiment of fees
that would affeet revenues currently being deposited ine the

NWF. While it is too £arly to evaluste the ultimate outcome
of thess cases, the potential government liabiliey from these
cases could be substantial but most likely considerably less
than the $4 billion clzimed in the complaines. As discuszed
previsusly, an equitable adjustment of fees or a judgment
against the Department could affect the NWE,

Should the Departrnent not prevail on its motion be dismiss
For the unlities” fajlure to exhanst their adminigtrative
remedies, it is kely that many more ufilites will file similar
suits for damages. If the Departrneot dees prevail, it is
likely that the seven utilities, as well as many ather viilities,
would file administrative claims with the Department’s
Contracting Cfficer.

Natural Resource Damage Claims - DOE is disclosing 9
contingency for patential natural resource darnage (MRD}
claims filed under the Comprehensive Environmenta)
Response, Compensation, and Liabilicy Ack. Such liabitities
covld result from potential claims filed againgt DOE for
natural rescurce injuries, primarily those remaining at DOE
facilities aftey cleanup. Although any estimmte of such
liabilily is by necessity extremely speculative, the estimated
range of DEOE's HRIY iability 15 $1,400 mallion w $2,500
miillion

Motwithstanding the potential for such claims, there neither
are currently pending claime against DOE nor have there
besn any tucesssiul NRD claims apainst DOE. DOE's
practice of addressing natural resource injuries during the
remedy selection process showld limit the exposure to
potential NED cleims. DOE hag indliated other afforts as
well that are intended to minimize the patenial for NRD
claims. These efforts include: creating site-specific advizory
boards at is Facilities; ensring paticipadon of interested
parties in the remedial planning process; s forming
naturzl rescurce trustee councils at Facilities where thes is
softicient interest. In view of the foregoing, DXOE cusrenly
considers esticnating it portndial WEI linbiliry speculative
and any potential payment less then probable bt reasonably
possible. Thersfore, DOE has not Reognized such a
liability in its financial stabements to dare.

Tenaska Clairm - In FY 1995, the Tonaska Washington
Pariners (Tenaska) and Chase Manhaitan Bank {(Chase)
filed suit 2gzinst the Bonneville Power Administration
(BPA) for breach of conteact and lost revenues. In June
1996, BPA reached @ settlement which resulied in a
payment of 5115 milliaon by BPA 10 Chase. BPA semled
with several subcontraciors of Tenaska for 338 million in
FY 1997, InFY [998, BPA seuded with Tenaska for
$158.6 million. BPA has now settled with all Livigants of
the Tenasks suit and no further exposure exists.
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17. Unexpended Approprialions

it weifions)

FY el Frisss
Unobllpared
Avallsble 2,500 $3.358
Unavallables
EBonnevillg Fower Administrtion {FHN [LEL 4]
Felmbrsabt wook orders secpied In cxocss of

ppostitatmet zuthsaty 55 b1 ]
MHevel Peiralaum Recerves 1 424
Crhar 17 11
Tolal unavallable uooblizaied (5306) (3337

Totel unahll pated Filka 18l

Undelivered orders 6264 6231
Unfilled costiomer onders {1705 (1664
Agdvanres @ =i
Ruvalvi ag funds {IT [4 k3]

Apporthened net available 5 1.4
Poawer Markeclng Admisisccandons {6al} {ran
Fundad on viranmental lishllinies I {1,143}

Towal wnespanded sppropriaclons 54,829 33368

FY 1997 unobligated, unfilled and undelivered orders were restated a5 a result of corrections to a poot peried misclassification of
noq-Fedetal reimbursable work orders accepted without advances as budgstary resources.
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T8, Sunporting Scheduole of MNet Cost for Eneroy Resources

Fan il frnrs )

FY 19 FY 1997
Uiy Technolegy
Pragram Cost k] x4
Leit Earaad Ravenuas — L1}
FXray §375
Building Techaoiogy E1L1] 144
Faderal Encrgy Managemeot Program 2 13
Inductrisl Techaolopy 163 Lt
Trapgporoagion Techaolegy 214 T
Coal Rescarch and Drevelopment 14 5]
Fatroleum Resasach and Developrent &5 13
ez Rekeoch and Creve lopient 124 "7
Clean Coal Techucdogy -k} 13
Scraeglc Perrolewn Roserve
Cperating Cosls Ly b5l |
Casl of Qil Sold - il
Leas Earned Revenyos - (2204
Nen Cosiof Sirasgic Pecrplesm Reserve 2 7
Maval Farrdeum Reserrzs
Cperaiteg Cosls 547 F1a7
Le¥s Ecmed Revenues {11} (Ll
Het Operating Rerenes of Hoval Pardleum Reserves L] {5301}
Less Met Daim from Jale af HPR-1 __ [rasm -
MNat Revedmn & Maral Pairahium Resarves (2E213) [alin b
Fower Marketing Admi nictrations
LCogof Sales §1.063 L4
Leix Earacd R renges L3,414) (F.015)
Mat Ravesns of Fowser Marketing Admin siratione & 133 {5207
Other Entrgir Resowroes Activilies a5 T
Lezss Thher Earmed Revenucs {2r i
Tolzl Ewrpy Resontess Med Con: (Rewmnmar) (51127 51107

ENERGY RESOURCES ACTIVITIES - encourage energy efficicncy; advance altemative and renewable energy technologics;
incrase energy chalcas For all consumers; assurs adequate supplies of clean, comyenticonal eragy; and meduce TR, yulnerabllity po

extetnal energy supply dismoptisas.

Lty Technelagy - research 2nd development programs that
eontribute to strengthening the Makion's energy security,
providing a cleansr environment, enhansing global sales of
L1.E. energy products, and increasing industrial competitiveness
and Federal technology twanster. Activities range from basic
cost-shared research in universities and national laboratories 1o
applied research, development, and field validatians in full
partmership with privats ssctor manufachirers,

Euilding Technology - research and development to improve
the energy efffciency of appliances, buikding aquipment, and the
building envelope complemented by programs designed 10
mave advanced iechnologies immo the marketplace and produce
NEar-1er energy savings with associated economic and
environmental benefits.

Eederal Energy Management Progsam - Reduction i the cost of
government by advancing energy efficiency and watsr
conzervation, and the use of solar and other renewabls snergy
as 3 means to raduce energy costs. Major emphasis is placed
0N using privale sector investnents o retrofit Federal facilities
using enerpy savings performance coaracting, thus siretching
Federal leveraging 10 the maxitnam.

Industrial Technakyry - cost shared rassarch in criteal
1echrology areas identified by Indostry, with focus on high-risk

bul promising lechnologies that decrease indusiry™s use of raw
meiterigls and depletable energy and reduce teir genemiion of
wastes ared pollutants,
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Transportalion Technolopy - development and
commercialization of transportation technologies which can
radically alter curcent projections of U_S. and world demand for
encrgy, particularty cil, and reduce the associated
environmextal impaces such as greenhouss gas emissions.

Coal Research and Development - research and development of

coal technologies to meet future national energy and
enviranmental demands and to position the 1.5, coal industey
to respond to growing export market opportunities while

mainkaining our pational energy security.

Eetrolzym Besearch and Pevelopment - ressarch and
development of increased domestic oil prodociion techrology,
enhanced processing and utilization techrologies, and reservoir
life exiension.

Gas Rescarch and Development - rescarch and development of
narural gas exploration, producion, processing, and storage
technologies.

Clean Coal Technology - joint Federal and private industy
develppment of promising advances in coal-based technologies
and demonstration of commersial marketplace potential_

Slratepic Pirolevin Reserve - gperation and maintenance of the
11S."s emerpancy siored ail supply 2t five sites in Texss and
Louisiana. Duning FY 1997, DOE s0ld 10.2 million barrels of
il from the Sirategic Peroleum Reserve, The 3220 million
pracesds from this sale were retemned to Treasury.

Maval Peiroleqr Bessrves - The Naval Petrolenm and Oil
3hale Reserves consist of three government-owned oil fields
and thres ail thale reserves in the westemn United Staes. Naval
Patroleum Resarva No_ 1, Elk Hills, is jointly owned by e
United States Government 2ad Cheveon USA Inc. (Chevion).
Itis located about 35 miles west of Bakersfield in Kern
County, CA, ranks among the 11 largest domestic producing cil
fieds ir: the kower 48 Stares, and i3 one of the Nation's tap 10
producing gas fields.

Crude oil, natural gas, and natucal gas liquids produced from
the Naval Paircleum Reserves are sold to public customers al
bad prices. Procesds from these sales and royaldes from leased
acreage are returnad 1o Treasury.

The Mavil Paroleum Beserves' lands were get agide in the
early ¥900° by the U.S. Government. Therefore, no valus hag
been recorded Cor the crode oil and gas reserves underlying
these lands and no costs are reflecizd for the depletion of the
reserves.

Net Gain from the Sale of (NPR-1)

As required by the FY 1996 National Defense Authorization
Act, DOE soM jts inrerest in NPR-1. It was originally set aside
i ensuse a future scurce of crode oil for the 113, Navy. The
ficlkd no Tonger secved a national security purpose and was in
commercial production since Congress avihorized its
development in 1976,

The sale of NPR-1 1o Occidental Peiroleum Corporation was
completed in Febroonry 1998, The sale agreement pravides that
Crecidental peceive the net cconomie benefit of DOE's
coninuad operation of WPR-1 fiom Ocwober 1, 1998 until the
closing date of the transaction. As such, the 5151 million of
revenue and $31 million of expenses related o DOE's
operation of NPR-1 during FY 1998 are reflected as a
compenent of the pet gain on the szle.  In addidon, pursuant o
Congressicnal directive, @ pereent of the net sale procceds was
set astde in a special Treazury account {Elk Hills School Land
Fund) and will be paid ovl to the State of Californiz overn
geven-year penod. DOE will adjost the amount in this fund
once all divestient related expenses have been paid. Also, as
part of DOE's lermination sgreement with Chevron, 3323
million of the sales proceeds were placed in an escrow fund.
Likewise, Cheveon has provided DOE with 2 $215 million
letter of credit. These vo regerves will assure each pany that
funds will be available when a final determination ts made on
the s=ielement of NPR-1 pantnership equities. The following
schedule reflects the computrtion of the net gain on this sale.

FY 1e9a

Balax price 1450
Cast of $alog

Coemmisaloms and divesghare sapenser ol

Bk HHb School Land Fusd e

Mt book ralve of asseis 3old 454

Total cosl of pales SHO2

Caln en Sale of ELk HIKs S2.BdH

Power Marketing Adminisiati

DOE s power marketing, admindstrations market slectricily
generated primarily by Federal hydropewer projects.
Preference for the sale of power is given Lo public bodies and
couperatives. Revenues from sefling power and mmsmission
services are used o repay Treasury annual appropriztions and
maintenance costs, repay the capital investments with interest,
and assist capital repayment of other features and certain

projects.
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19, Supporting Schedale of Net Cost e Natfonal Seearily

(hur saiionry b

FY 1893 FY 1597

Sockpile Siewardship 51,485 51,514
Slackpile Management 2,390 1.678
YerlFeatfon and Condrel Technology 547 454
Uronivm Pragrams - Downblend HEU at Partsmonth 13 [E:]
Internation il Noclear Safety ] 104
Maval Reactors GEG 723
Muclear Saleguards ard Security 96 &7
Emérgency Managemenl Prepacrednes: 31 1
Worker and Community Tranzitian 6% a2
Fiasile Matsrlais Dispositlon 1049 aj
Russian Origin Uranium Sales

Cos1 of Sales 53 533

Lass Earmed Revenuas (3} (41}

0 {5}
Tatal Ratkonal Secarliy Met Casts 53,7183 53,853

NATIONAL SECURITY ACTIVITIES - sffectively support and maintain a safe and religble endoring neclear weapons
stockpile without underground nuclear testing,; safely dismantls and dispose of excess weapons; and provide technicsl leadership

far natianal and piobal nanproliferstion activities.

Stockpile Stewardship - research, development, and
enginaering supparn recessacy to maintain a saf® and reliable
1.5, nuclear weapons stoekpile, which requires suetaining core
competencies, nuclear weapons laboratories, 2nd the Nevada
Test Site, and enhancing computational and simulation
capabilities.

Stockopile Management - physical maintenance of the 1.3,

nuelzar weapons stockpéle, including: continuzl surveillance
and retirement and disposal of weapons: parsuing a dual-track
D witinm source: maimaining a worldwide
ouelear'radislogical accident response capability; and
mainmining the infrastructure at the producton plants.

Verificatign and Control Technofagy - conduct research and
development to provide the science and technology required for
treaty monitoring, matenal comdrol, and sarly datechon and
charaererizanon of the proliferation of weapons of mass
degtruetion and special mciear materials, including armes
control weaty verification; intelligence collcting and
processing supporting Presidential anms control and
nonproliferstion initistives; and provide inelligenee suppoct in
assessing nuclear threats,

downidend HEU bexafluoride to low enriched veaniom (LEL)
hexafluoride for use in filling the United Siakts Enmnchment
Corporation {USEC) commercizl orders for ensichment
services and safemiarding of all HEDF material at twe
Portsmouth site.

Intsmariong] Nuclear Safety - enhance the safsty of Soviet-
desiprid mrclear prwer plants, help bost coontries upgrade
their nuclear safety cultures and supporting infrastructures,
reduce the projiferation threats pesed by plotorium and highly
enriched vranivm (HELT materizls available in Rugsia and
other siates of the Farmer Soviet Union and cooperate and
coordinate with cther Departmental Offices and Overnment
Apencies in the implementation of L1.8. Noo-Proliferation
Policy by increasing confidence that Russian Low Enriched
Uranium ({LEU) 5o0ld 1o the Unitsd Siates Encichment
Corporation (USEC) 15 derived iTom HEU rempved from
dismantled Russian nuclear weapens.

Hayal Reactors - design, development, 1esting, and peoduction
of sale, long-Tived, miliarily-effective nuclear power plans for
LS, Mavy ships and submarines, inclwding over 120 operating
Teactors ih nine diffarent operaticonal clasces

Huckear Safeenards and Security - provide direction and
raining for protmction of niaclear weapons, nucl=ar naterials,
classified information, and facilities, including related
technology developrment, and dirscting classification and
declassification activides,

pency ManagementFreparedpess - control and direction
to ensure comprehensive and inteprated plasming,
prepersdness, and response capability for emergencies
involving DOE aperations o facilitiss.
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Wgrker and Community Transition - mitigate adverse impact
on workers and commupites resulting from restructuring,
including local economic assistance for job-base conversion,

Eissile Matesials Disposition - peovide safe, secure,

environmentally sound, and inspectable lang-term storage of
weapons-useble fissile matenals; disposel of surplus HEU and
plutoniom; and technical support for ULS. initiatives o reduce

foreign surplus of weapons-usable plutonivm.

Sacton 3112(b) of the USEC Prvatization Acl of 1996
provided that the United States Enrichment Corporation
{USEC), pursuant to the Russian HEU Agreement, mrensfer to

POE the natoral wranium equivalent associated with at least 13
meiric tons of Riossian oripin highly enriched oranivm

purchased f5oin the Russian Executive Agent. The Russian
HEU Agrecment was execuled 1o kelp meet U5, nuckar
nonpreliferation objectives as well &5 o provide meater
seonomic stability to Rossia A total of 5,521 metric tons of
natural uranivm was tensferred to DOE in December 1994, in
accordance with & memorandum of agresment betwesn TSEC
and DHOE.

In accordance with the provisions of the Act, DOE must sell
this uraniom over a seven year period. Buring FY 1997, 1,446
metric tans of this material were sold to Global Nuclesr
Services and Supply Limited (GNSS), the Russian Execative
Agent's cepresentative. An additional 296 metric tons (99
metric tons in FY 1998 and 197 metnic tons a5 of November
1998) has subsequently beer sold Lo GMNES,

20, Supporting Schedule of Nel Cost for Environmenial Quality

(i rmeifdines)

FY 1908 BY 1947
Envribotiwt ntal Resiof st 21,951 51 902
Wakle MAobagement 1,266 24
Huchear Muterialy amd Fozilinics Stabilizanion 1.303 1433
Uraminm Enrichment Dec inaties and Des ittiooing
Program Coke 298 234
Yess Barond Ravanpas {98} {E6}
200 143
Faxlliny Salery ] 1A
Hea b Siwdien 5 L1
Civilinn Radigecive Wasle Manggement
Frogmam Cotre 406 542
Lesr Barmed Bevenoes (198} 1174
108 V82
Muttoar Techuotopy Resaarch and Bevelepmont 14 26
Tefmitatioh ottt 10B 125
Lraiilhon Fiog s et 35 a
Lagacy Watwe Claanup Adjusimen 15,631 {5, i)
Talal Eavlronnussisl Duallly ef Cogty H I S

ENYTRONMENTAL QUALITY ACTIVITIES - understand and reduce environmenial, safety, and health risks 2nd threats and
develop the technologies and instimitions requived for solving domestic and plobal soviconmental peoblams,

Enviroamental Restomtion - in accordance with Federal and
Siate laws and other legal spresmends, protecis human health
and the environment from risks posed by inactive, surplus DOE
tacilibes and contaminated areas, conducis remediation
activitiss, including boih eleaping-up or containment of
sonamination including soil, ground walsr, and surface walsr;
and performs decommissioning of contaminaed facilites
including reactors aod chemica) processing buildings.

¥oasie Mansoernent - provides for the safe teatinent, slorage,
and disposal of waste fiom operations. The different categories
of waste managed by this program include high-leve],
transuranic, mixed mansvsanic, low-level, mixed low-level,
uraniom mill tailings, hazardous, sanitary, and special case
washe.

Huclear daterials and Facilisics Stabilization - provides for:
stabilizing, consolidating, and storing special miclear malenals,
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including plutoniwm and highly snriched wraniom peior to final
disposition; deactivating surplus facilities oo 2 safe and low
maintenance condition while awaiting final decommissioning:
and managing spent nuclear fued, including treatment and
storage, Integral to these functions is continuous surveitlance
and maintenance, which is required for safery and security.

COnsisis Ofl‘ﬂllﬂdlﬁl aclxm and -:rmermlateﬂ Ell\"ll'l:lllmﬂlﬂal
clean-up activities at sites beased and operated by the United
States Enrichment Corporation, including IXOE facilities at
these siles, and, additionally, provides for partial
reimbursement of remadiation coss atiributable (o olber
uranium and thorivm purchased by the: Federal govemment,
Revenue from assessments against domestic utlives is
recognized when such assessments are avthorfzed by
legislation. Revenue recognized includes known adjusiments
for iransiers between utilities and other reconcilietion
adjostments. [ocreases in current and firore assessments due to
changes in the Consumer Price Index ase recognized in each
fscal year as such changes occur.

Pacility Safery - pravides Depanmental management with
technical assistance and condects independent oversight in
arzas of nuclear safety, occupational health and sefety,
envirenmental compliance implementation assistance including
the Mational Environmental Policy Act activitiss, safeguards
and security, and safely assistance. These are the bases for such
initiatives as the Integrated Safaty Managsment System
formulated for improving safety DOB-wide.

Health Studies - include Qecupational Medicing which is
medical surveillance of current and former workers,
Epidemiologic Siudies which is sorveillance of worker injury
amd illnesses, Publi: Health Achivities which sncompasses
hzalth studies, health education, and other bealth relaved
zetivities at DOE sites, International Health Programs which
provide health celated studies and activities in the Marshall

Islands, ihe former Sovied Unicn, and Jepan through the
Radiatipn Effects Research Foundarion.

Civilian Radioactive Waste Management - development and
tmaragement of a permanent Federal depogitory for spent
auclear fuel from civilian reactors and hiph-lavel radioactive
waste from atomic #nargy defense activities in a manner that
assures public and worker safety antd protects the environment,
The Nuclear Waste Policy Act of 1982 requires DOE to assess
fees against owners and generators of high-Yevel mudicactive
waste and spent nuclear fieel to fund the cosis associated with
management and disposal aclivities under Titles I and IT of the
Act. Fees assessed in FY 1998 and FY 1997 witaled 3608
millign apd 3537 million, respacivaly. An addiional 35
million was earmed in FY 1997 from the net gatps from
acivides melated ty the investiment of Trsasucy secutites.
Adjustments are made annually o defer the recognition of
revemues until samed (L.e, a5 costs are incuered for the Civilian

Redioactive Waste hManagement program).

Nuclear Technclogy Research and Bevelopment - development
of elecirometallurgical wechnology for the treatment of DOE

spent nuclear fuel,

Termipagon Costs - cast-effectively shut dewn teeminated
Fedzral programs and conduct the activitiss pecessary to place
unneeded Federal nuclear research facilities into an industrially
and radiologically safe sheidown condition.

Uraniym Programs - manage the Department’s exeess uranium
and depleted pranium hexafluonde inventorias, pre-existing
contcactual liabilities, and maintain nonleased facilities in a safe
and environmentally sound condition.

Legacy Waste Cleannp Adjustment - pperating expenditures
relared 1o legacy waste cleanyp activities which represent o
ceduction of DOE’s environmeatal liabilities. Thess costs are
excluded from cumreat year program expenses since the
ExXpense was accrued in prior years when DOE recarded the
covirenmental labilities.

85




Department of Energy FY 1908 Accountability Report

21. Supporting Schedule of Net Cost for Science and

Technology fitr mildienss
=,

FY resd FY 1993

Bralogical and Eavirapmeencal Besearch st 5356
FPus1om Encrgy Scicnces

Propram {omx 3 L +113

Lext Edroed Réveom=2 M} -

FA kS kL0

Bogr: Enérgy Scieoceés 4655 B
Hiph Enerpy Fhysizs 539 L1
Huglear Physigs 2H 115
Competatione) god Technelagy Research )56 152
Swpatcondacinng Super Colloder 1 L
Fmekl Bydness Imnavaiive RescarchiTechaalogy Transler - LE]
Linpversaty apd Scrcpce Edwcatien 4 14
Techuical Infotrialitn Banspedied Frogram L} 13
University Muclear Science amd Reacior Suppont 1 4
Advanced Radioismope Fower 5yaiem rs il
lagtops Produciios and Disribenion

Frogram Cosly 534 531

Lzzs Earosd Revenucs {12 {10

rrd n

Techoology Ebevelapinetl 51 353
Envirenmemal Scicmces
Ocher Energy Reccarch Aenivitns 3 d
Legacy Wagte Cleanup Adjustmani [Fih ] {36)

Todnl Sclence and Technology Mel Cosls EF 23] £2.851

SCIENCE AND TECHNOLOGY ACTIVITIES - provide science and tools nesded 10 develop ensrgy technology oplions, to
unclerstand the health and environmental implications of enetgy activities, and to understand the fundamental natare of energy and
matter; provide lerge scale facilities required in natural sciences to ensore U5, leadership in the search far knowledge; and apply
research and development competencies to help ensure the availability of scientific talent.

Rinlogical and Egviropmental Research - fundamental science
i the pursuit of understanding the conseguences to health and
the epvironment of anergy production, development, and vse,
including DOE's support of the national Human Genome and
Global Climate Change programs, and providing unique
national user facilities for the scientific community.

Fuzsion Epergy Sciences - research and development needed for
an ecoipmically and envirormentally akractive fusion energy
sounce, namely advancing plasma science, developing fusion
sexence, technology, and plasma confinsment inngvations, and
pursuing fusion energy science and wechnology as a parteer io
the mternatonal ffost,

Basic Epcryy Sciences - fundamental research on materials
scisnces, cherical seiences, geosciences, bigsciences, and
enginesring sciences that wnderping the DOE missions in
energy and the coviconment, that advances energy related basic
science on 2 broad front, and chat provides unigue nationsd user
facilities for the scentific commumnity,

High Exergy Physics - research 1o undersiand the nature of
maiter #nd encrgy at the most fundamental kevel, rs well as tie
basic forces which govem all processes in mature, that requires
accelerators and deteciors utilizing siale-of -the-art technologies
in many arcas, inciuding fast elecironics, high speed compoting,
superconducting magnets, and high power radio-frequency
devives.

Huclear Phvsics - research 1o understand the suucture and
praperiies of atomic noclei and the fundamental forces between
the constitzents that form the nuclens. MNaclezr processes
determnine sssential physical characreristics of our universe and
the eompoeitien of the marier that forms i

Research - ressarch tha
:'.mends fmm fundamemal |masugamm to technalogy
development, which includes high performance compoting and
communications, information infrastrocture, advanced ensigy
concepis, and technology tansfer research.
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ider - expenditures are for the
ordery termination of this activity.

mall Business Innovatjve ATCIV S Busines
Technology Transfer - DOE-supporied reseatch and
development of encrgy related technelogy that will significantly

benefit 0.3, bosinesses, including a pilot technology ransfer
prugran initiative.

University and Science Education - provides assistance in
aclence education {precollege through postdoctoral), including
reactor el assistance, sCientific instrumentation, and
technology transfer.

[} oo
i

Techni ans - acfvibes Lo
direct, covrdinate, and implement the management and
digsernination of scientific and technical information resulting
from DOE research and development and esvironmental
programs. The program also provides world wide energy
information (o the DOE, US., induwstry, academiz, and the
public through scientific and teehnical information exchange
ApTasmatis,

University Muclear Sejence and Beactor Support - paintan the
capability in the U.S. to conduct research, address pressing
anvironmental challenges. and preserve the nuclenr energy

apticn.

Advanced Radicisotope Power Svstem - development,
dermcnsmation, teating, and delivery of zadiotsatope power
syslems,

Izotope Production and Distribution - serve the national nesd
for areliable supply of isotope products and services for
medicing, industry, and research by developing new or
improved isoiope pioducts and services hat enable medical
diagnoses 2nd therapy, and other applications that ars in the
national interest,

Techpology Development - research and development of new
mare effective and less expensive technological remedies to the

environmentz! ard safety prablems of the Environmental
Managemenot Program. The new technologics ane neccssary to
reduce nsks to omans and the environment, reduce cleanup
oost, and resolve siznificant related problems for which no
selutions corrently exist. Operating eaxpenditures related to
legacy wagte cleapup acuvities ripresent a reduction of DOE's
epvironmemal liabifities and are thersfore reflected a5 a legacy
waste cleanup adjustment. These costs are excluded from
CuTent year program expenses since the expense was accrued
in prior years when DOE recmeded tha eavironmental liabilities.

Envicoomental Sciences Program - provides strategic basic
regenrch to strengghen the Office of Envirarmenial
Management's basic seience smd anginesring acsivities through
a competitive process pffered 10 the DOE national laboratories,
academice, and indostrial orpanizations. The progeam will lead
to long-term reduced cleanup costs and risks to workers and the
public.
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22, Supporiing Schedule of MNet Cost for Other Proorams

{(ior maidlinne}

FY 908 FY 1903
Taspeecof Oeneral 27 LE]
Encrgy Informadbom Admimis ratien [ 75
Fedarzl Energy Fepulaiory Commission
Progiam Cosls 5092 585
Less Eormed Revenaes (192} LB}
0 )
Rermbursable W ark Programs
Program Cogix
lairagprernmastn]l 5130k 5120
Public k138 13
Less Earned Revenmes
InLragararamen sl {1, 250) 1,243}
Fulilic frdin] {iZ7i
A4 El
Services Frovided lar the 1.5 Enichmant Corparaiian
Program Cosis $323 5521
Less Earned Revemues
Inicagovernmentzl {324} (515}
1)) &
Techasopy Trantlar Ackivilied
Program Coms 2 166
Leds Earand Revennet (25} L]
Ly L
Onbar Graode and S v bees Prosvbded
Progra Cutes
Iniragovernmenial b9 L
Fublic n 54
Less Earned Revemuas
Tnarg gaveramennal (2 Ll
Fulplic (B} 155}
(15} ty
thiher Progasus
Program Cogis 1510 513
Less Earned Ravonues 23} 17y
(35} fi
Tolal QLker Proprams Het Cosis 504 3T

Offece of lnapector General

The Office of Inspectar Genersl copducts investigations, audits,
and inspections to detect and prevent fravd, abuse, and
violabons of law, and promotes economy, efficiency, ard
effectivenest of DOE cperations,

Energy Information Administration

The Enatpy Informanion Adminisration functions 2¢ an
independent stetisticalfanalytical agency, develops and
maintains a comprehensive energy database, publishes a wide
variety of energy reports and analysis s required by law, and
responds to energy information inquiries from DOE decision-
and policy-makers, the Congess, othér povemment entities,

and the genaral public. Information disseminated includes data
on energy reserves, production, distribyrion, consurption,
prices, iechnology, and related intermational sconomic and
tinancial merket information,

Federal Energy Regulatory Conmmission

The Faderal Enerpy Regolatory Commission (FERCY) is an
indepandent regulatory organization within DOE which is
responsible For serting ratas and charges for the ranspoctation
and sale of narural gas and feor the transmission and sale of
eleciricity and the Yicensing of hydroelectric power projects.
FERC assesses most of its administrative program costs as an
annual charge toeach rapulated entity. These revenues are
ceturned to Treasury when collectd.
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Reimbursable and Copperative Work

DCE performs work for other Pederal agencies and private
companics on a reimbursable work besis and on a cooperative
work basis. Whereas reimbursable work is generally not
DOE's ditect mission, but part of the customer’ s mission,
conperative work is part of DOE's direel mission.
Feombursable work is financed by funds of Federal agencios
ardering the wark or by cash advances from non-Pederal
customers, and DOE receives ne appropedated funds for sech
work or services. Cooperative work, however, is financed by
funds appropriated to DOE that may be used in a cooperative
effort with one or more Federal or non-Federal participanis.
Authorities for DOE 1o pecform reimbursable work, inclode the
Economy Act of 1932, the Atomic Eoecgy Ack of 1954,
Totergovernmental Cooperation Act of 1368, Intergovernmental
Perzomnel Act of 1970, and DOE {hganization Act of 1977,
Authorities for performance of copperative work include
Public Law 98-438, the Encepy Reorganization Act of 1974,
sectian 107(a), and Public Law 95-224, the Faderal Grant and
Cooperative Agreements Act of 1972,

DOE's policy is to establish prices for materials and services
provided o public entities at the Departraent’s fll cost and to
other Federal agensiss at the Depariment’s full cost 1ass
depreciation. In some cases, the foll cost information reported
by DOE in accordance with OMB s Statement of Federal
Financial Accounting Standands Nomber 4, Manogerial Cost
Aceounting Concepts and Standards for the Federal

Govermment, exceeds revenues, This resulis from
implementation of provisions contained io the Ecopomy Act of
1932, a5 anmended, the Atomic Encexy Ast of 1954, as
amended, and a condiional watver granied by OMB, which
provide DOE awthority 1o charge customers an amount less
than the Full cost of the product or service.

OME's Statermnent of Federa) Financial Accounting Standards
Murnber 7, Aecoanting for Revenue and Other Flnancing

Sources, requires that when goods and services aps provided to
the public & another Federal agency, reporting entitias shoudd
discloze practices where revenue receivad is Jess than the full
cost of the geods and services provided, as well as an estimate,
if practicable, of the amount of revenue foregone. The amount
for seirnbacsables and cooperalive work was S5t meaed by
computing the diffarence betweea the foll cost reported for the
financial statement pusposes, including appropriate allocations
of costs, and the reveous reporied For financial statement
purposes., including the colkection of Departmental overhead
ard degpreciation. Accardingly, DOE estimates revenue
foregone for reimbursable and cooperative work activities for
FY 1998 and FY 1997 of $44 million and $3F million,
respectively.

Services Performed for the LS. Envichment Corporarion
{LSEC)

USEC lzases DOE's gaseous diffusion plants. While DOE
does not receive payment from USEC for the lease, USEC does
pay For all services provided by DOE or its contractors. Most
of the reimbutssments are for the cost of providing slecticity to
operate the gaseous diffusion plants.

Technology Transfer Program

DMDE has entered into cooperative research and development
agreaments [o increase the transfer of Federally funded
technologies to the private sector for the benefie of the U.S.
economy.  This program is primarily implemented throngh
Cogperative Research apd Development Agreements between
[XOE*s laborarories and ke privace sector (may includes
industry, ron-profits, universities, state or bocal povernments,
or individuals). The won-Federal party may provide funds,
personnel, services, Facilitias, aquiptent or ofher casqices to
conduct specific rRsearch and development work consistent
with the mission of the laboratary.

23 Costs Not Assizned to Prosrauns

fotr sniliraag)

FY Joeg FY t59f

Eourch bl ERMEIEATE S et APV GO PELN &ML (513 51,259
Chiangs n enpitalkestion hushytd H &4
Frprigom For oot kit op TRSEC ipovtn bory brangfery 154
Chaanges in prifendet | 1lab i ¢ et il o Bt 133 I31#1 e
Change bn wolunded vadiry amd beslih Nablides (sce Mate 15) L (rhy)
Change In s fumded Jisbiliny for USEC {res Nos: 15 (24

Congiagesn FRsEry for MW (e Moe 163 500

Dhér costs. b1 L
Ttz 513378 AR
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Excess nuclear materiols and weapons componenis

ROE reduced the value of the nuclear matecials stockpile in FY
1995 and 1996 based on materials thai were declared excess to
natienal secarity needs and for which therz was no ron-defense
programmatic requirement for the matedials within the
Departmert. During FY 1997, a determination was made that
additional nuelear materials and weapon components wWere
excess iy natéonal secumity and programmatic needs, which
resulted in A loss of $1.259 million.

Change in capitafization threshold

[n FY 1997, DOE raised its capitaiization threshold from
$£5.000 10 $25,000 for all field alements except the power
rarketing administradons. This change in accountmg poiicy
resulied in a charge (o expense during FY 1997 of 5604
million. Anadditional $34 million was charged to expense in
FY 1998,

Provision for net losg on USEC inventory transfers

DOE recognized n estimated loss of $184 million during

FY 1997 related to nuclear materials inventory transfers
mandated by Public Law 1£4-134, the Undied Starey
Ernrichment Corporation Privatizarion Act of 1094, Pursuant te
the law, the United States Enrichment Corporation {LUSEC)
trangfarced uraniom hexafluaride with a carrying value of $143
milfion ta DOE for sals 1o Bussin and others. The law ako
reguired DOE (o transfer up to 50 metric tons of highly
#nriched wranivsm and up to 7,000 tons of nahiral aranivm o
USEC. Pursuani ta Section 3112 of the USEC Privatization
Act of 1996, DOE transferred 50 metric tons of highly snriched
uraninrm and 7,000 metric tons of nater:l aranivm o USEC on
April 21, 1998, The historical cost of the oranium transfermd
was approximaely 3416 million. Thiz amount was recorded as
a Liability on DOE's FY 1997 financial statements and
reprsented an increase of 3327 million from the FY 199
eslimated liability balance. The net of the $327 million
increase in the liabitity and the $143 million carrying valoe of
uranium tansferred from USEC o DOE resulted in the net loss
of $184 millico in FY 1997,

24, Prior Period Adjustmenls

{ior abhins )

Fy1ang EY 1982
Enviremmental [akilivics 31 27
Corzection of prior actuniolaned demeclanlon e xpense i} {17)
Fast Plox Test Facility 1] 35
W rite-down of legacy wase [xcilnics and sqeipmen {173} {74
Chiwr M {1
Taral A [56. {76}

Envirgamenital liabifiries

As discussed in Mole 13, DOE accmued an enviropmealal
liabifity totaling $1.421 million in FY 1996 for its share of
unreimbursed neckar waste fund program costs incurred, plus
accnred interest, During FY 1997, DOE recorded a prior
peried adjustment of $5,271 million 1o recognize its shars of
the total-system life cycle costs agsociated with the disposal of
its high-level waste and spent nuclear fuel.

Correction of prier period accumulared depreciation expense

Errors in recording depreciation and refated capitalizalion
entrics in pricr years were corrected in FY 1957,

Fast Fiux Test Facility (FFTF)

The FFTF was written off in FY 1995 after DOE determined
that the FFTF had ne further research mission. In January

1997, DOE directed that the FFTF be held in standby unil a
final decision could be made as to whether or not il was needed
for tritivm and/or medical isotope production. The decision to
Mace the FFTF in standby resulted [n an increase oo capitalized
propecty, plant, and equipment and invested capilal.

Write-down of legacy waste facilities and equiprent

DOE changed its capatalization pracisees related to
environmentzl management processing facilities and equipment
during FY 1995, DOE implemented the guidance of the
Financial Accounting Standards Board (FASE) Emerging
Tssves Task Foree Issue 90-8, Capitalization of Costs to Treat
Envionmental Contamination, This guidance requires the
expensing of facilities that ireat, store, or dispose of exisling
wastes geverated by past operations (legacy facilities and
equipment). Analysiz conducied in FY 1997 and FY 1998
identified additional facilities and equipment relling in wiite-
downs of capilalized property.
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Motes to the Financial Statements

25, Transfoers Qut

(ir weillions)

Fr oo FY 1992

Proceeds Eom 1be sele of NER-1 (%3,351}
Priscpads from the sabe of oll

Maval Porokonm Reserves (21} (5517

Strategic Potrolcom Rescrve (220}
Fedérol Eneygy Repolatary Commistion Revees {192} {2053
Other (58 (%0}

Talnl (33,612} {51.018)

. Tinaneing Sources Yet to Be Providerd

i wrflinns)

Fr oot F¥ 1997
Changes in unfunded eavicanmenta)l lisbilies estimates (ses Motz 13) 312,181 (547.7440)
Change in unfunded safely and health Jiabilides {sce Nate 15} 290 {348)
Change in onfimded lickility for USEC {3ex tow I5) (242}
ar unfunded Kakliy shan (58) B
Toidt £12,71 (543 027)

27, Custodial Activities

Power Marketing Administrations

The Southeastern, Sonthwestern, and Westem Area power
marketing administralions ate rasponsible for collecting and
remitiing to Treasury revenoes atiributable to the hydroelectric
power projecte owned and operated by the U3, Depaniment of
Defanse, Army Corps of Enginssrs; the U5, Departnwent of
Intericr, Bureay of Reclamation; and the [1.5. Departiment of
State, Ioaernational Boundary and Water Commission. These
revenues are reperted as custodial activities of DIOE.

(i rarfliang)

Petrofenm Pricing Violation Escrow Fund

Cuztodiz| revennes for the Petrolearn Pricing Violations Escrow
Fand result primarity from interest earmed from investment of the
fund balance, which i= invested in U8, Freasury Bills and
Certificates of Dieposit with minority owned firancial institutions,
perding determination of the disposition of the funds. Funds are
disbursed to individuals and proups who are able to provide pooof
of financial injury related to the violations of Petroleum Pricing
Eeguiations during the 1970% and early 193055  The
Deparcment's Office of Hearings and Appeals also disaibuies
funds 1o the LS. Treasury and 10 the Siates, Possessions and
TFeritories of the United Staies.

28, Oiher Matlers

Formerty Utilized Sites Remedial Action Program

effective October 1997, The estimated remediation costs included
in DOE's environmental liability as of September 30, 1997,

DOE wansferred the Formerly Utilized Sites Remedial Action
Program {FUSRAF} o the T.S. Army Cotps of Engincsrs

tolaled ¥1.4 billion,

)|
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Required Supplementary Stewardship
Information Reporting

This section of the report provides information for the Department on stewardship and deferred maintenance.
Stewardship information is a requirement of OMBE's Statement of Federal Financial Accoonting Standards (SFFAS)
No. 8, “Supplementary Stewardship Reporting,” which is a new reporting requirement for FY 1998. Currently,
deferred maintenance information is a requiremnent vnder OME's SEEAS No. 6, “Accounting for Property, Plant and
Equipment.”




Department of Energy FY 1998 Acconntability Report

Stewardship Information

SFFAS No. 8 requires Federal agencies to report on certain resources entrusted te it, identified as stewardship
property, plant, and equipment and stewardship investments. To meet this requirement, the Depantment is ceporting

the following information on its research and developmeng activities.

Renuired Supplementary Stewardship Report for Research and Development

{Dollars in Thousands)
Direct Allocable

BASIC Costs Costs
Energy Resources
Coal R&D 1.943 383
Other Fossil Energy Activities 1.371 215
Power Marketing Administrations - -
Utility Technology 26,969 9,231
National Secnrity
Verification and Control Technology 9.582 1,675
Science and Technology
Basic Energy Science 571,788 B2 257
Biological and Environmental BEesearch 303,722 iloig
Computational and Technoelogy Beszarch 121,857 13,294
Environmental Sciences Program 57,386 9,377
Fusion Energy Sciences 202 857 21,068
High Energy Sciences 494 312 144,555
Noclear Phiysics 205,695 51,338
Small Business Innovative Research Technolegy 90,136 4,133
Supercomducting Super Collider 4,379 1,852
Other Energy Research Activities 2008 360

Total Basic $2,094.055 $371,657
APPLIED
Environmental Qualkity
Civilian Radioactive Waste Managsment 299,529 6,993
Energy Resources
Building Technclogy 4,021 478
Coal RED 48,582 9,585
Gas R&D 43,759 7,480
Industrial Technology 29280 2,521
{Other Fossil Energy Activities 5274 818
Other Nuclear Energy Activities 106 447
Petroleum E&:D 21989 3,257
Transportation Technology 51,803 5,184
Power Marketing Administations - -
Wtility Technology 112,086 11,904

Total
Cosis

2,326
1,586
3,016
36,200

11,257

654,045
334,741
135,151
66,763
224,825
638,867
257,033
04,319
6,231
2,363
$2,468,728

306,522

4,499
58,167
51,239
32,201
6,002
353
26,246
56,987
10,470
123,990

Total Business

Line Cozts
$43.128

$11,257

$2,414,343

$306,522

$370,444




Bequired Snpplementary Stewardship luformation Reporting

Required Sepplementary Stewardship Report for Research and Development

{APPLIED Continued}
National Security

Stockpile Management
Stockpile Stewardship
Yerification and Conirol Technology

Seience and Technology
Biological and Environmental Research

Computational and Techrology Research

Technelogy Development
University and Science Education
Total Applied

DEVELO
Environmental Quality
Uranivm Programs - All Oeher

Energy Resources

Euilding Technology

Clean Coal Technology

Coal R&D

Gas R&D

Indusirial Technology

Oher Fossil Energy Activities
Other Nuclear Energy Activities
Petroleum RE&D

Transportation Technology
Power Marketing Administrations
Utility Technology

Mational Securlly

Fissile Materials Disposition

Naval Reacors

Stockpile Stewardship

Varification and Contral Technology

Science and Technology
Advanced Radioiscrope Power System
Technology Pevelopment

Total Development

TOTAL
RESEARCH & DEVELOPMENT

{Dollars in Thousands)
Direct Allocable
Costs LCosts
36,715 20,890
985,968 155,47
113,727 19,652
49411 3,799
19,553 1,013
115,144 28,81
3409 279
$1,941,347 $278.943
5,830 366
16,161 1,656
B4, o5 8,539
454,639 0.2(2
65,638 11,221
91,686 10,004
1.045 1,000
1,937 761
34 483 4,886
150,534 15,697
102,005 10,558
49,533 3,580
588,534 33.603
410,204 75,070
58,660 13,751
27.931 3,592
56,711 14,230
$1,798,466 $223,310
$5.333,868 $873,910

Total

57,599
1,141,315
133,379

53210
20,571
144,032
3682
$2,230,760

6,246

17,817
93,434
53,841
76,859
I(H,785
B,135
2,698
39,369
166,231
17144
112,563

53,113
622,137

4385373
72411

31.823
703,941
$2,038,920

$6,738,408

Total Business
Costs Line Costs

$1,332,293

$221,501

$6,246

$601,876

$1,238,034

$102,764
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Department of Eneepy FY 1998 Acconntabillty Report

Required Supplementary Stewardship
Report for Research and Development

Environmental Quallty

Civilian Eadioaciive Waste Managament Applied -
Pasearch activitias were carried oot in support of the
Yucee Mountain Site Characterization Program.,

Uranium Programs Development - Activities involved
the development and demoenstration of enrichment related
technologies and the conversion or altemative uses of
depleted uranium hexafluoride.

Energy Resources

Building Technology Applied & Development -
Activitias included strategias and techniques for the
integration of conversion and renewable measures for
new and existing residential and commercial binldiags.
Clean Coal Technology Develaprent - Activities
conducted in suppont of the clean coal

technologyfinnovative clean coal technology
development znd demonsiration projects.

Coal R&ED Basie, Appiied & Development - Aclivitiss
related to improving acceptable technology for
converting coal to liquid and gaseous fuels, improving
methods for the direce combustion of coel, and sdvancing
power conversion systems for genscating electricity from
coal,

Gas R&ED Applied & Development - Activities carried
out in supgort of nawral gas recovery methods.

Industrial Technology Applied & Development -
Artivitias conducted o support energy conservation and
energy supply for the industry sector.

Oither Fossil Enerey Activities Basic, Applied &
Development - Cooperative research activities carried
ot a5 a result of awards from competitive solicitations
initiated undar the Fossil energy FederzlfSiste Program.
Applied & Developrient - Also included research
conducted on the mining safety and health programs.

Qther Nuclear Energy Activities Applied - Reszarch
activities were camied out in suppott of the Space
Reactor Program. Development - Activities were camied
out in support of the Light Water Reactors Program.

Petrolesm R&N Applisd & Development - Activitics
conducted to support advanced technologies for the
petroleum and il from oil shale ecovery of oil and
natural gas.

Power Majketing Administrations Basic, Appiied &

Development - Research acdvities primarily supported
the Fish and Wildlife programs at Bonneville Fower
Administration.

Trepsoortation Technology Applied & Developatent -
Activides conducted in support of energy conservation

for the. transportation sector, including automotive
altemnative fuels and electric vehicles.

Udlity Technology BRasic, Applied & Develapment -

Research activities included investigations of new ideas
related to Photovoltaic research, geothermal electric
deployment, high lemperamre superconductivity, and
other solar energy projecis.

National Security
Fizsile Materials Disposition Development - Activities

included the development and demonstration of
techrologies that anable the Department and the world to
dispose of surplus weapons effectively.

MNaval Reactors Developmens - Activities included
development, demonsiration, improvement, and safe
operation of nuclear propulsion plants and reacior cores
for application to submarines and surface ships.

Stockpile Management Applied - Research activities
supporting new techmological capabilitics necessary to
maintain the miclear weapons stockpile's safety and
reliabilidy.

Stockpile Stewardship Applied - Research activities
supporting new of upgraded experimental,
computational, and simolation capahilities necessary to
maintain the nuclear weapons stockpils’s safety and
reliability. Lrevefopment - Development activities
supporting the technical, experimental, and physical
infrastruciure necessary ta maintain the nuclear weapons
stockpile’s safety and reliability.

Yeqrfication and Control Technology Basic, Applied &
Development - This program uiilizes onique scisnce and
technology develapmen capabilities ae the Depariment’s
National Laboratories to reduce the threat to U.S,

National Security posed by weapons of mass destruction.
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Science and Technology

Advanced Radioisotope Powsr System  Development -
Activities provided compact, safe nuclear power systems
and related technologies to space, national sscurity and
other customers.

Basiy Eneyey Science Basic - Besearch activities wers
directed at fostering and suppocting fundamentzl
research in natural sciences and enginecring. As part of
its mission, the program plaoned, constructed and
aperated major scientific user facilities to secve
researchers at upiversities, nationat laboratories, and
industry.

Biological i otal Research Basic -
Research activities developed knowledge needed e
identify, understand, and anticipate the long term health
and cnvironmental consequences of encrgy production,
development, and vse, Applied - Resgarch activities
included developing beneficial applications of nuclear
and other energy-r#laied technologies for medical
diagnosis and treatment.

Computational and Technclogy Research Basic -
Fundamental cesearch was conducted in advanced

compoting ressarch relevant to complex problems of the
Depantment. Provided world class sopercomputer and
networking facilities for scientists working on problems
important to the Department. Conducted activities to
establish the feasibility of novel, ensrgy related concepts
gpanning the Department™s mission. Applied - Research
activities supported high risk, energy-related research to
advance science and techncdogy o enable applications
impacting energy economy.

Environmental Sciences Program  Basic - Activities
supporied the long term basic ressarch necessary for the
(Mifice of Environmenial Management's Technology

Focus areas.

Fusion Energy Sciences Zasic - Broad-based,
fundamenial research efforts aimed at producing
knowledge on fusion.

Hioh Enerry Sciznces  Baric - Fundamental research
activities dirscted at inderstanding the natere of matter
and energy.

Nuclear Phiysics  Basic - Research activitdes were
directed at understanding the Gundamental forces and
particles of natwre s manifested in nuclear matter,

Other Eneroy Ressarch Activities Basic - The Energy
Fasearch Analysss program evaluated the quatity and
impact of DOE research programs and projects.

Small Business Innovative Research Technology Basic
- Activities supportad the Departinent’s sciznce and
technology missions with smail businesses.

Superconducting Super Collider  Basic - This program
continned to incor termination costs from the Super
Conducting Super Collider, a high energy physics
facility.

Technology Development  Applied & Developmert -
F.esearch activities were conducted to obtain fondamental
seientifie and technical knowledgs to meet the needs of
environmmental restoratien and waste management. In
additicn, other activities ensured that private industry
and other federal agencies were padicipants in
developing and deploying such technologies.

University and Science Education  Apptied - This
program had responsibility for ensuring the Department
effectively utifized and leveraged the resources of its
laboratory based system 10 support mathematics and
science education.
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Deferred Maintenance

SFFAS No. § requires an amount for deferred
maintenance to be disclosed as of the end of the fiscal
year. Deferred maintenance is defined in SFEAS No. 6

as ““‘maintenance that was not performed when it should
have been or was scheduled to be and which, therefors, is
put off or delayed for 2 future period.” Defemed
mainienance estimates were developed for (1) streciures

and facilitizs and (2) capital equipment as follows:
Stroctures and Faciljjes.

*

The condition assessment survey (peniadic
inspections) method was used in measonng 2
deferred maintenance astimate for buildings and
other stnactures and facilities except for some
structures and faciliies where a physical barrier was
present {e.g., vnderground pipe systems). In those
cases, where a deficiency is identified during normal
operations and cormection of the deficiency is past
dus, a deferred maintenance estimate would be
applicable. In situations where complete condition
assessmenis were not available for all assets,

estimates were extrapolated from results of

condition assessments parformed on simikar assats.
Also, where appropriate, results from previous
condition assessments have been adjusted e
estimate cusrent plant conditions. Desferred
maintenance for £Xoess property was reporied only
in situations where maintsnance is nesded for
worker and public health and safaty concerns.

In accordance with standards identified in the
Mational Assoclation af College and University
Business Gfftcers, in managing the facilities
portfoiic, the accepiabie operating condition
sizndard is equal to & Facility Condition Index {FCT)
of = 5 percent.

An amount of $325 million of deferred maintenance
was astimared to return the assets o accepiable
operating condition. The percentage of aclive
buildings above acceptable operating condition is
estimated at 86 percent.

Pursuant to the costbeneflt considerations provided
in SFEAS No. 6, the Daparment has determined
that the requirements for deferred maintenance
reporting on personal property (capital equipment)
is not applicable to property iterns with an
acquisition cost of less than 3100000, except in
situations where maineenance is needed to address
worlker and public health and safety concemns.

Various methods were used for measuring deferred
maintenance for capital equipment including
condition assessment survey, inspection and
maintenance contracts, inspecdon and review of
work orders, statistical sampling and extrapolation,
and other methods 2 appropriate.

The requirements and standards used in datermining
acceptable operating condition for capital equipment
include the use of equipment indices, manufacturer
and engineering specifications, and user
recommendations.

An amount of 32 million of deferred maintenance
was astimatad (o return the assats o acceptable
operating condition.
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Performance Measure Results

The following pages contain the detailed performance
results for all coromitments contained in the Secretary’s
FY 1593 Performance Agreement with the President.
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Energy Resources

ER 1-1 BOOSTING THE NATION'S
PRODUCTION OF DOMESTIC OIL

Assessment: Fully Successiul

Description: Support research and development,
policies, and improved regulatory practices capable of
snding the decline in domestic oil production before
2003,

0O Success will be measured by:

«  Demonstrating advanced production enhancement
technologies for shallow-shelf carbonate
reservairs, adding 27 million barrels of reserves.

Results: Advanced technologies for improved selsmic
imaging, geologic modeling of complex carbonste strata,
innovative CO2 injection design, and use of horizoptal
wells are boosting oil recovery while cunting production
costs in the Permian, Williston, and Paradox basgins.

Five demonsteation projects 1n shallow shelf carbonate
reservoirs have achieved important production and
reserves increases even though the full benefits will not
be achieved uniil the projects are completed in
1999-2000. Reserve additions were 17 millien barrels in
early 1998 and are expectad to reach 27 million barrels
by 2002, In 1998, preduction increases for the five
projects totaled over 2.3 million barrels per year.

One project alone has located an additional §2 million
barrels of original oil in place (in Foster and South
Cowden Fields, Texas.) In this project, advanced seismic
wechaclogy is providing increased reserves at 2 cost of 20
cents per incremeatal basrel,

Assessment: Fully Successfol

v Developing and transferring (o industry six new
technologies 1o characrerize the heterogeneity in
narurally fractiured reservoirs.

Regults are classified as “FULLY SUCCESSFUL",
"SUCCESSFUL", "PARTIALLY SUCCESSFUL", ar
MIMEUCCESSFUL” for performance judged to be effeciively
100% or better, 8- 100%, 50-80%, or less than 50%

respectively.

Results: A group of seven research projects that were
competitively selected in 1996 have yielded innovative
modeling tools for use by industry in finding and
developing fractured reservoirs that only produce about
10 percent of original oil in place using cumrent
techoology. Involvemeant of industry partners throughout
the projects assures that the techniques are being applied
in producing hields, a foundation for future production
benefits.

- 3-D Hierarchial Fractore Model, developed by Golder
Associates, facilitares peneration of geologically
realistic models of fractured reservoirs and use of the
models with computer simulations of il recovery
processes such as Thermally Assisted Grawity
Dhainage (TAGD.) Use of the model for fluid-ceatact
reservoir managsment in advance of TAGTD increased
production 20 percent in Yates field, Texas.

- TerraTek, working with the University of Califomia at
Berkeley and the Utzh Geological Survey, has
developed strategies to boost well productivity by
modeling stress-sensitive reservoir permeability
associated with surface expressions of the Duchesne
Fault Zone.

- Science Applications International Corporation,
working with Indiana University and Phillips
Petroleum, has modified CIRF.E for use in carbonate
reservoirs and tested the modeling package in Andecior
(Ellenburger) field, Texas. This software allows use of
conventional subsurface and geophysical information
$0 make quantitative predictions of fracture locations
and characteristics.

- Southwest Research Tnstituts, working with Texas
A&M University and Union Pacific Resource Corp..
developed a model to integrate seismic data into
teservoir models to inerease the acenracy of fracture
related permeability estimates. The mods] was
validated using data from Lodgepole {'Wyoming) and
Buena Yista Hills {California) fields.

- University of Utah nsed fracture data from an exhumed
mining district that is analogous to many fracmired
peirclaum reservoirs to develop an impreved fanare
element model of multiphase flow.

= The Geological Survey of Alabama and the University
of Alabama used area balancing techniques 10 model
geology and recovery in the fractured Gilbertown field.
The study detenmined that recompietion of existing
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wells has the poiential to add ap to 60 fest of
additions] productive secton.

- University of Texas Bureau of Economic Geclogy
using core and cuterop fracture analysis has developed
a method to relate microfracture observations in
jnexpensively collected sidewall-cores to
microfracmures that conirol reservoir productivity.

Asseszment: Fully Successind

» Complering work in four States, giving thepi the
capability ro extablish variancer for oil and pas
infection wells in areas of low environmental risk,
iand implementing risk-based date management
systems for improved regulotory decision-making in
10 Stemes, rowards overall program objective of
reducing cunmintive industry compliance costs by

$16 biition by 2010,

Resulis: Area of Review Varance projects were
completed in California, Kansas, Oklahoma, and Texas.
These projects provided cach of the participating States
with the capability to implement programs to waive the
Area of Review (ACR) requirements for new injection
wells where it can be demonstrated that the risk of
contamination is small.

Under the covrent requirements, an operator who wishes
to install an infection well must raview all other wells
within a quarter-mile radius to ensure that the injection
well will not contaminate an wederground source of
drinking water (USDW). Perfonming the eview and
comecting problems with existing wells can cost an
operator 32,500 to $5,000 per injection well.

With the variance program developed and demonstrated
through these projects, States now have a mechanism to
evaluaie the potential for contamination and granc
variances 10 the review requirements where there is linle
or no possibility of contaminating a USDW. For
exampke, if there is no groundwater suitable for drinking

water in the area of the injection well, then there is no
rEason to impose protection requirements.

At the close of these projects, DOE sponsored a
workshop far all vil and gas producing States. At the
workshop, representatives from all four states explained
their projects and provided information and advice ta
other states on implementing an AOR Variance Program.
A writen summary of the workshop will be preparsd and
distributed 10 all cil and gas Staies.

The Risk-Based Data Management System (RBDMS)
was developed to provide States with a way to gather and
evaluate data for Underground Injaction Control {UIC)
programs. REDMS saves money for both the States and
the operators by allowing the regulators to quickly and
efiectively analyze large volumes of data that previously
required hooes of manoal daea gathering from scattered
and inconsistent paper files. Fo date, 12 States and one
Environmental Protzction Agency (EPA) region have
implerpented RBDMS. Three other states and at least
one other EPA Regional office are evaluating whether 1o
adopt RBDMS.

The value of RBDMS is demonstrated by the fact that
States bave invested their own money to customize the
system for their vse and to develop additional
capabilities that are then shared, without charge, with
other vsers, The States have developed an RBDMS users
group to share information, experiences, and ideas for
implementing and enhancing the system,

GOE has recently developed a gencric version of
RBDMS that is available on CD-ROM. The generic
version builds on the developments and ideas of the 12
user States. [#is designed to be wser friendly and to
require minimal changes 1o maet a given State's specific
needs.

Assessment: Fully Successful

ER 1-2 MAINTAINING AN EFFECTIVE
STRATEGIC PETROLEUM RESERVE

Ascessment: Fully Suecessful

Description: Maintain an cffective Strategic Petrolenm
Reserve {SPR) to deter and respond to oil supply
disrptions, and act cooperatively with the importng
member nations of the Incemnational Encrgy Agency.

B Soccess will be measured by:

+ Degassing 11 million barrels of additional oil
inventory to complete the degasification effort at a
fotal of 16% million barrels, thusg increazing oil
aviailabllity for drawdown fo the total SPR inventory
amodint.

Resulis: Degassified an additional 13 million barrels of
oil invertory with higher-than-normal gas contenit by
December 13, 1998, This completed the oil
degassification effort ahead of schedule, bringing the
total amount degassed to 172 million bamrels and thereby
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removing the gas-in-cil impedimeant o the deawdown of
the to1el SFR oil inventory.

Asceccment: Fully Successful

* Parfarming an annual assessment of commercial
rystems’ capability to distribute SPR crude into the
markeiplace, defined as 120 percant of SPR
drawdewn rete capability.

Results: While the 3PR is continually monitoring the

1.5, commercial 0d distnbution system, it will also be
performing an annual, comprehensive assessment of the
prescot and projected commercial system capability to
distcibute SFR. crude cil into the marketplace. Adequate
SPR connectivity to the marketplace, at a minimum, is
defined as off-site commercial distnbution capability for
the SPR complex at the maximom drawdown tate plus
redundancy of at least 20 percent so sustainable
drawdown and distribution program performance
objectives can be achieved. The annual assessment on
PR connectivity to the commercial distribietion system
was conducted and finalized by the fiscal year end.

Aseegement: Folly Succeesfnl

« {nitiating an additional 17 percent of the
infrastrucrure life extension program fo maintain
SPR sysiems’ reliability, bringing implementation (o
%3 percent.

Results: Succassfully initiated the full complement of
planned FY [998 life extznsion projects, therehy
executing ancther 16 percent of the $320 nullion
program baseline and bringing total execution 1o 52
percenl. Slight difference in planned versus actuai
percentage of projects initiated (ax tenths of one
percent) is dus o reunding and does not represent
materal differences in the projects execeted.

Assessment! Fally Suceessiul

ER 1-3 DIVERSIFYING THE INTERNATIONAL
SUPPLY OF OIL AND GAS

Assessment: Fully Successful

Description: Diversify the intemational supply of oil
and gas.

O  Success witl be measured By continving DOE
leadership in international energy initiaiives

{such as those fastered by Binational
Commissions of Russia, Ukraine, and South
Africa, the Caspian working group, Summit of the
Ameripas, Asia Pacific Economic Cooperation
{APEC), U.8.-Ching Energy and Enviranment
Initiative as well as key bilateral relationships
with China, Mexico, Venezueln, Bragil, India, and
others), that are lnstrumental in developing,
through governmeni- lo-goverament gfforts, an
effective legal and regulatory framework for
private seclor energy investment and policies lo

encourage development of a broad portfolio of
Juel supnpiier.

Results: DOE efforts to diversify the intsmational
supply of il and gaz through continued lzadership in
international energy initiatives are firmly "On-Track.”
DOE keadership was particularly effective in promoting
progiress in the past vear in the 11.3.- Russiz and 11.5.-
Mexico Binational Commigsions; in the [).5.-China
Energy and Environmental Cooperation Initiatives; in the
APEC, Summit of Amesicas, and G-8 Energy
Ministerials; in suppott for the President’s trips te Africa
and Latin America; and in support for the
Administration’s Caspian region energy development and
transportation initiatives. In addition, the Department
took the lead in eoordinating, developing, and improving
our overall international il supply emergency
preparedness policy in response te the Irag sanction
crises, the sale of oil from the Srategic Perrolewm
Resecve, andd the lapse of the antitrust provisions of
Energy Policy and Conzervation Act.

Assessment: Fully Successhul

ER 1-4 DEVELOPING ALTERNATIVE
TRANSPORTATION FUELS AND MORE
EFFICIENT YEHICLES

Assessment: Saccessiat

Description: Develop alternative tansportation fusls
and more efficient vahicles that can reduce year 2010
projectad o1l {crude plus refined products) imports of 12
million barrels per day by 10 percent.

O Success will be measured by:

+ Developing technologies Yo convert fossil ond waste
Juels to high quality rransporiation fuels at costs af
$20-825 per barrel. Specifically,
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developing a conceprual process design for
oxXygen separation using a new type of ceramic
membrane to advance Fischer-Tropsch
techrology for conversion of remote low-valued
natural gas to high quality alternate {iquid
transportation fuels, and

- inltlating development of catalysts for
coproducing chemical feedstocks and preniinm,
ulira low emission diesel fuels from solid
carbonaceans feedstocks.

Resulis: A six month delay in finalizing contractual
arrangements with the prime contractor, snbcontractors,
and cooperating National Laborateries will delay
completion of the concapmal process design ontil FY
1999, The major development of baseline operating
pressures, temperature regimes, and ceramic
compositions necessary for conceptual process design
began in Jupe 1998, Finalization of all elements of the
7-8 year work effort is projected for December 1993,
The prime Contractor is making up delays by aggressive
actton and believes that its team will make up the time
lost becanse of contract delays within fhree years.

Assessment: Successful

+ Expanding the Clean Cities program 1o more than 63
participaiing communiries,

Results: The Department excesdad the &5 participating
communitics goal by the end of FY 1993,

Assessment: Successful

+ Completing the design of o 10 million gallons of
ethanol per year first-of-a- kind refinery jor
producing ethanol from agricultural crop waste,

Results: Additional equipment has been porchased for

the froni-=nd hydrolysis step. Financial arrangements are
70 percent completed.

Assessment: Successful

+ Completing initinl performance specificatipns for the
high efficiency diesel to replace current low
efficiency engines in class fand 2 trucks.

Resulis: The Department exceeded the goal of 35 percent

efficiency improvement by obtaining 50 percent efficiency
improvement Emission goals have not been reached.

Assessment: Successful

ER 1-5 MAXIMIZING THE PRODUCTIVITY OF
FEDERAL OIL FIELDS

Assessment: Fully Successful

Drescription: Maximize the produciivity of Faderal oil
fields, consistent with Congrassional legislation.

O Success will be measured by carrying out the sale
of the Elk Hitls oil field ar maximin market value

by February 1998,

Results: On February 5,1598, DOE concluded sale of
the Elk Hills Naval Petroleum Reserve to Occidental
Petroleum Corporation for $3.65 billion. Based on
estimates made by owiside sxperts, the Departrent is
confident that it received maximum value for this asset.

Assessment: Fully Successful

ER 1-6 TAKING MEASURES TO AVOID
DOMESTIC ENERGY DISRUPTIONS

Assessment; Successful

Drescription: Take measones to avoid, but when needed,
re=spond to domestic energy disruptions.

O  Success will be measuped by:

* Completing the development of a modeling capability
and performing analyses to guide the desipn of
legistative options regarding reliability under
eleptric utility restructuring.

Resulis: The Department has developed a modeling
capability and performed analyses that bas guided the
development of legislative language regarding advancing
competition in the electric power industry that will Jzad
to improved efficiency, enhanced environmental
performance, and reduced cosis to costomers. The
Electricity Modeling System has been nsed o estimate
the impact that competition will have cn the eleciric
power industry and has been used to evaluate items such
a3 the renewables portfolio standard, the public benefit
fund, and other changes in the induostry inherent with
competition. The results of these analyses are embodied
in the Comprehensive Eleciricity Competition Act
{CECA) submitted to the Congress in June 1998. The
restlts of the analysis can be found on the DOE home
page at hitp://198.124.130. 24 4/eacalcacahtm.

Assessment: Successiul
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« Ensuring that each power system condrol area
operated by a Power Marketing Administration
receives, for each month of the fiscal year, a Comrol
Compliance Rating of "Pass™ using the North
American Electric Reliability Councll performance
siandard.

Results: Bonneville Power Administration, Western
Area Power Administmton, Southeastern Power
Administration, and Socuthwestern Power Administration
all raceived “Pass™ ratings.

Assessmnent: Fully Successfol

ER 2-1 ESTABLISHING A MORE OPEN,
COMPETITIVE ELECTRIC SYSTEM

Assessment: Fully Successful

Description: Proposs legislarion and snpport
administrative actions to promote establishment of a
more open, competitive electric system, with improved
environmental performance.

O  Success will be measured by completing the
development of @ modeling capability and
performing analyses ig guide the design of
legisiative options regarding alectric indusiry
competitiveness, environmental performance, and
affordable customer service.

Results: The Department has developed an Elsctricity
Moedeling System and has used it to perform analyses
that have guided the development of the Administration's
Comprehensive Electricity Competition Act. These
analyses, which were critical to achisving Admintsiration
consensus on the detailed provisions of our proposel, are
summarized in & "Supporting Analysis” repost published
and released on the DOE website in July 1998, The
analysiz quantifiss the benafits of competition in the
elecinic power industry that will lead to improved
efficiency, enhanced environmental performance, and
reduced costs (o costomers.

Assessment: Fully Successfol

ER 2-2 BOOSTING THE NATION'S
PRODUCTION OF NATURAL GAS

Assessment: Fully Suceessful

Description: Suppoeit R&D policies and improved
regnlatory practices that can increase domestic natural

gas supplies, moderate future price increases, and fual 23
percent of the anticipated & TCF increase in natural gas
demand {of which 1.5 TCF is for electricity generation)
through 2010.

O Snoccess will be measured by:

» Demonsirating three advanced drilling and well
compisetion rechrofogy systents that could contribute
an additional 6 TCF to domestic gas reserves.

Resulis: Following successful field demonstration of the
Light Weighe Solid Additives (LWSA), additional lab
testing of the glass beads was conducted to investigate
the edge of the performance envelopes of this material for
potential use in offshore drlling muds. The L'WSA could
potentially be a key factor in the wtilization of riserless
drilling in the Gulf of Mexico. The final report on this
project will be available after December 31, 1098,

A paper was pressnted on the field test results st the
Society of Petrolenm Enginesrs (SPE} annual conference
and exhibition. Indusiry’s recogniticn of the potential of
this technology was acknowledged by the SPE
subsequently publishing the paper in the November isgue
of their atchive journal, Journal of Petroleum
Technology.

The ckecoomagaetic-measurement while drilling
(EM-MWD) prototype tools have been demonstrated 1o

the California oil and gas industry. Several complate
commercial field Kits (systems} for nse in the
Midcentinent area of the UL, have also been developed.
The system included downhole sensors, telemetsy and a
steerable mud motor. These kits represent the beginning
of cammercializationfimplementation of this EM-MWD
teckmology. The technology is an essential element of
the ability to econromically explore for and develop U.S.
gas resowrces, It can alse be viewed as an “znabling”
technology which makes it possible for undecbalanced
drilling tachnology to be utilized in a wider range of
directional and honizontal drilling environments.

The prototype High Pressure Simulator (HPS) kas been
built and tested to better sady the performance of
hydravlic frmeturing fluids under dynarmic conditions, and
o prove the feasibility of thw Fractare Fluid
Characterization Facility (FFCF) concept. Fluid
theology R&D studies at the FFCF (o date have shown
that affective viscosity measurements of eross-linked
gels by standard industry tests are in ervor by as much as
250 percent. Similarly, perforation Friction loss of
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crozslinked fluids was fourd to be significantly higher
than reponted by standard industry measurements.
Several large-scale demonstrations have been conducted
for understanding the flow mechanisms and initation
point of back production of proppant by utilizing the
vnique capabilities of the HPS. Three technical papers
ware presented at the annual and vegion SEE conferences,
Two additional peer-revicwed papers were selected and
published by SPE.

Assessment: Fully Snecessiul

» Conducting feasibility studies and developing
concepmal destgns for alternative storage
technologies for the pawer generation markets in the
Northeast and South Atlantic regions.

Results: In FY 1998, wark was initiated on foor
alterative gas storage projects. The projects investigated
the feasibility and commercialization potential of storing
namral gas in "Linad Rock Caverns” (LRC), in
*Refrigerated-Mined Cavern Storage™ (RWC), "Natral
Gas Hydrat2s as a Storags Medium™ {(Hydrates), and
"Improved Modeling of Salt Cavern Design and
Integrity” (Salt Cavern). The "Lined Rock Cavern”
project 15 exploring the engrneering and ¢conomics of
constrecting facilities in Atlanta, Georgia, (4 Bef of
working gas), and in Boston, Massachuseits, (2 Bof of
working gas). The "Refrigerated-Mined Cavem Storage”
study was completad for a 5 Bef working gas facility in
the Bahtirmore/Washingion D.C. memopolitan area thar
shows that the concept is economically competitive with
Liquified Natural Gas (LNG) storage. Initial results
from the “Improved Modeling of Salt Cavern Design®
study indicate that minimum working gas pressures in
most existing salt cavem storage facilities can be lowered
10 percent withaat compromdsing cavem stability,

Assessment; Soccessinl

ER 2-3 DEVELOPING RENEWABLE DOMESTIC
ENERGY

Aggessment: Suecessiul

Description: Develop cencwable energy technalogics
and support policies capable of doubling non-
hivdrozlectric renewable energy generating capacity by
2010

O Suecess will be measured by:

« Initiating the government, industry, and State
partnership to put solar panels on one million roofs.

Resulis: On April 27, 1998, the Assistant Secretary for
Energy Efficiency and Renswalde Energy relsased the
Millien Solar Reofs Draft Action Plan that contains 10
points for accomplishing the goals of the initiative.
Activity is underway oo each of the 10 points in the
Draft Action Plan, and the Department has conducied
two quarterly progress meetings of all Million Solar
Roofs stakehelders to assess progress and inform
stakeholders, As of September 30, 1998, the Department
of Enerpy has received written expressions of interest for
526,000 solar roofs, including a commitment from the
Federal government to install 20,000 solar energy
systems on Federal buildings by 2010. Nine
partnerships have been identified.

Assessment: Fully Successful

v Achieving retail sales by U158, industry of eight
percent gfficient cadmiwm tefluride iarge area
photovaiiaic modules.

Resulis: Solar Cells Inc. (Toledo, OH) has introduced
commercial cadmium telluride modnies. They now
produce 8.1 percent efficient 6700 cm2-arez cadmivm
telluride modules on their cornmercial manufacturing
lime. Solar Celts Inc. has fabricated over 100 KW of
these commercial modules that have been used for
product intreduction.. The modules are in several
demontsteation projects, including 10 kKW with Toledo
Edison and 25 KW at the Air Force's China Lake facilicy
in California. Solar Cells Inc. is also shipping product te
vasious vendors to finalize initial product specifications.
Solar Cells Inc.'s R&D 1 CdTe device and process
developmeni has been funded as part of DOE's Thin
Film PY Parmership since SCI's inception about a
decads ago. Tn addition, it has also received mors recent
suppert for manufacturing optimi zation through the PV
Mat program. Another manwfzcturer, BF Solar
(Fairfield, CA) is also developing a commercial cadmium
tellurids process line.

Assessment: Fully Successful

* Completing 100-hour acceptance fest for Solar Two
power tower in California, achieving 90 percent
system availability and producing 1,500 MW- hours
gf elactricity for a one-month period
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Results: The 100-hour acceptancs test was successfully
completed on January 21, 1998. Since then, the
pefformance at Solar Two as met or exceaded
expectations. The perfarmance measure to achigve %)
percent system availability was based on running the
plaat for two years. Startup issues delayed the initiadon
of operational testing, resulting in only one year of
cperation by the end of FY' 1998 instead of the planned
twio years. Navertheless, the plant did achieve the design
goal of 80 percent system availability during the first
year of operation, during June and July 1998, when Solar
Two operated for 32 out of 39 (82 percent) consecutive
days. Solar Two alse exceeded its long-term DOE
performarce measure of 1500 megawait-houors in a
30-day period by generating 1633 megawatt-hours
betwesn June 14 and July 13, 1998,

Assessment: Successiul

» Completing gos analysis and aperational testing of
the Vermont Biomass gasifier.

Results: The pasifier constraction and preliminasy
testing of snbsystems have been completed. As of
September 30, 1998, 75 percent of the parametric iesting
had been completed. The gasifier has been operated at

100-150 tons/day {designed for 200 tons/day).
Assessment: Partially Successful

+ Beginning construction of mulii-megawalt
Beathermal demonstration power plant based on
advanced heat recuperation technology.

Results: Preliminary engineering on the 5-MWe Kalina
Cycle plant at Steamboat, Navaida, is complete except for
negatiation of ¢cost of constryvction. The DOE Golden
Field Office bas receivad commenis on its pre-decisional
drzft Environmental Assessment of the project and is
preparing & final determination of either a Finding of No
Significant Impact (FONSI) or that an Environmental
Impact Statement is nesded.

Assessment: Partially Successinl

v Completing requirements for International Standards

Organiraiion accreditation for wind hurbine
certification testing ot the Nationa! Wind Technolopy
Center.

Results: Intemational Standards Orgamization (150)
accreditation requirements are specified by ISQ Guide

25, which requires the testing orgamization to develop a
management guality assurance procedors, and
procedures for conducting certification tests. These
procedures must be accredited according to 15O Guide

25 to assure that the tegt resulis will be accepted by

imemnational certification bodies. The National Wind
Technology Center (WWTC) has drafted 150 Guide 25
procedures which confonn to the Tnternational
Electrotechnical Commission (IEC) 61400-12 (Power
Performance Measuremente) and [EC 61400-11
{Acoustic Emission Measurements) standards. American
Aszsociation for Laboratory Accreditation (AZLA} has
completed their evaluation of these procedures and has
issued a certificate of accreditation for performeng tests
at the NWTC according to these provedures.

Assessment: Fully Suecessful

+ frcreqasing the routing use of renewabie energy
technologies at Federal facilities through the
completion af ane pavermment-wide solar rechnolagy
Super-Energy Savings Perfarmance Contract (Super
ESPC):assisting 10 sires in assessing renewable
potential; and completing two model delivery orders
integraiing cast-gffective solar technology and

energy efficiency.

Resulis: {1} FEMF awarded the Photovoltaics Super
ESPL in Avgust 1998, (2) FEMF has complated
assessments of renewable energy potential at 13 Federal
facilities (EPA labs in ADA OK, Gulf Breeze FL,
Research Triangle Park NC, Golden CO; NOAA sites on
Mauni, Oatu and Guam; NPS sites in Kona HI, Cleveland
COH, Yosemibe CA, Tumacacoli NM and Fort Baker, CA;
and USCG Adr Station 5an Francisco). {3) At least s5ix
Super BSPC delivery orders integrating solar and energy
efficiency are in progress. Bequests-for-Proposals have
been sent to Super ESPC coatractors including
photovoliaics at Yosemite NP, CA, and solar water
heating at Bliss Anny Community Hospital, AZ. Site
data package (delivery order documentation) is complete
for solar ventilation preheat deliver order at National
Renewable Energy Lab, Golden, CO. Other deliver
orders, integrating solar and energy efficiency, are under
development for solar veniilation prehieat at the Waste
Isolation Pilot Plant in Carlsbad, NM, and for solar
thermal rehabilitations at Job Corps, Gary TX and Indian
Health Service Hospital, Talequa OK.

Asgessment: Fally Successind
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ER 2-4 REDUCING EMISSIONS FROM
EXISTING FOSSIL FUEL POWER
PLANTS AND DEVELOPING CLEAN
HIGH EFFICIENCY FOSSIL FUELED
POWEER PLANT FOR THE 21ST
CENTURY

Assessment: Successful

Description: By 2010, significantly reduce amissions
firom corrently existing fossil fue] powerplanes, and from
new plants by: (1) developing market-ready coal power
systems with efficiencies over 60 percent (new plants are
currently about 33 percent), emissions to less than 1/10
of New Source Performance Standards (NSPS), and C0O2
emissions 45 pareent below conventional plants; and (2)
integrating advanced turbine and fuel cell technology to
achieve market-ieady gas-fueled powerplants with
cificiencies over 7 perceot.

O Suoccess will be measured by:

+ Completing milestones, including initiation of
gasification testing and completion af the
pressurized fluldized bed combustion (PFBC) test
modiile, at the Wilsonville, AL, Power Systems
Development Faciiity, leading to developmenr of
advanced integroted pasification combined cycle
(1GCC}) and PFRC systems with efficlencies over 60
percent, 30-50 percent lower CO2 emissions, and up
ta 2} percent lower electricity costs.

Results: PFBC test module was complated in April
1998. Gasification testing delayed due to dectsion to
conlinue testing on the ransport reactor to get addiienal
hot gas filter data in suppont of Lakeland Clean Coal

Techoology project.
Asgessment: Snecesstul

o Comtinuing accomplishments in the Clean Coal
Technology Demonstration Program, including:

- [Initlating the design of one commercial-seale
Circularing Aimospheric Fluidized Bed
Combustion Project (Jacksonviile) and one
Advanced Circulating Fressurized Fluidized Bed
Project (Lakeland} capable of achieving 502
reductions of at least 93 percent and NOx
reductions of at least 80 percent.

Commencing construction of a Coal- fired Diesel
Engine Project for small utility and industrial
applications.

- Completing operations of a processing facility
producing a coaf product fuel with a sulfur
content as low a5 0.3 percent and hearing value

i v 12,000 ba/th.

- Commencing operations of commercial-scale,
advanced combustor facility (Healy) for electrical
power generation with reductions grearer vhan 70
and 90 parcent, respectively, for NOx and 502,

Results; Initiated designe of the Jacksonville project in
Sepeember 1997 amd the Lakeland project in Jahuary
1898. Coal processing facility has delivered over
220,000 tons of enbanced low-rank westemn coals.
Coal-fired Diese] Engine Project canstuction
commenced ca Angust 1997, Healy Project comenenced
operation on April 1998,

Ascessment: Suceessiul

= Uompleting the scheduled test runs of the first
complete natura] gas fueled solid oxide fuel cell
power plant, and continuing the product
improvement and cost reduction of molien carbonate
Juel coll (MCFC) power plants leading to 60 percent
efficient systems that will be market-ready in the year
2002 time frame and capable of achieving

competitive costs in distributed power generation.

Resulis: Schedulad tast mons successfully completed -
3,350 hours of operation with the generation of 393
megawatt hours of electricity. MCFC activitics are
continuing on schedule.

Assessnent: Folly Successinl

* Completing Phase INf Advanced Turbine System
technology readiness testing for utility-seale
thrbines, and initiating prototype tests of a 60
percent efficient, ultra-low NOx emissions advanced
Eas turbine system for market applicaiions in the
year 200N time frame.

Resulis: Geperal Electric completed activities as planned
on time. Westinghouse slightly behind schedule because
of transaction with Siemens which wers completed in
Angust 1993,

Assessment: Snccessiul
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ER 2-7 IMPROYVING EXISTING NUCLEAR
POWER PLANTS AND MAINTAINING
NUCLEAR POWER AS A VIABLE
OPTION FOR THE FUTURE

Assessment: Fully Successful

Description: Improve nuclear power plant reliability and
availabilicy to increage the capacity factor of existing
nuclear povesr plants from the 1996 average of 76
percent to 53 percent by 2010. Maintain a viable nuclear
aption for future, carbon-free bageload electncity
through cooperative technical development activities
with 1.5, electric industry, natonal labotatories, amd
universities that would maintain domestic nuclear
capabilities and thas would facilitate a U.S. order of an
advanced oucleas power plant by 2010

O Success will be measured by working with
industry to facilitate NRC final design approval of
the Westinghaitse APGG design by September
1998 for passively safe nuclear reaciors.

Resmlts: The Nuclear Reyulatory Commission (NR.C)
issued 2 final design approval (FDA} for the
Weslinghouse APG00 standard nuclear reactor design on
September 3, 1998. The design was developed in
partnership with DOE. Issvancs of the FDMA completad
the NRCs tschnicat raview. Formal design cectification
by the NRC i axpected in 1599, The Department and
the U.S. nuclear industry also cooperated in successful,
cost-shared efforts to develop two other Advanced Light
Waier Reactor plant designs. The other two plant
designs--the Combuostion Engineering System 20+ design
ardd 1he General Electric ABWE design—were certified
by the NRC in 1997.

Assessment;: Fully Successful

ER 2.9 DEVELOPING ADVANCED TURBINES
FOR COGENERATION

Assessment: Suecessfnl

Description: Develop and introduce advanced turbines
for cogeneration that ¢an reduce annual industrial energy
eosts by $500 mallion and carbon emissions by nearly
1.7 million metric tons in 2010.

O  Success will be measured by field testing of
ceramic compaonents for an advanced industrial
turhing for 4,000 hours.

Results: A test was successfully conducted for 3,000
hours, achi=ving the general technical objective,

Assessment: Suecessful

ER 3-1 DESIGNING AND DELIVERING THE
YEHICLES OF THE FUTURE

Assessment: Successful

Description: Develop ard deploy vehicles, fuels, and
systems of the future, contribuling significantly 10 the
Fartnership for a New Generation of Vehicles to davelop,
by 2004, prototype mid-sized cars capable of 80 miles
per gallon that will redice NOx and CO2 emissions by
two-thirds compared to woday's new car average without
compromising safety, combort, and cost.

O  Swccess will e measured By completing
faboratory valldation rests on hydropen-fueled 50
kW (fuil-scale} proton sxchange membrane fuel
cell propulsion systems that can be tested under
autonolive drive cyele requirentenis.

Results: Prefiminary tests achieved 50 percent fuel
efficiency at full power and 60 percent fuel efficiency at

one-quarisr power, which exceeded expectations.
Assessment: Successful

ER 3-2 IMPROVING EFFICIENCY OF ENERGY
INTENSIVE INDUSTRIES

Assessment: Suecesstul

Deseription: By 2010, reduce industrial energy use per
unit of output by 25 percent by supporting industry/
govemmentiacademia pactnerships in R&D to improve
efficiency of the Nation's energy intensive industries.

O Success will be measored by:

* Initlating work on facilitating a Mining and
Agriculture Industry Vision, and facilitating
development of selecied Siate-wide Industries of the
Future stratepies. Roadmaps will be complzied in
the Aluminum, Chemical, Forest Products, Glass,
Meialcasiing, and Steal Industries, and will drive the
DOE R&D portfalio.

Resulis: Agiculture Vision "Plant/Crop Based
Fenewable Resources 2020" completed. Mining Industry
vision is in draft. Readmaps completed for aluminum,
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forest products, glags, metaleasting and steel industrias.
First chemical roadmap released in final by industry.

Assessment: Fully Successful

+ Continuing support for Indusiriol Assessment
Centers operating at 30 participating universities
that will conduct approximately 750 combined
energy, waste and prodictivity assessments.

Results: Thirty Centers copducting assessments. One
canter dropped out of the program which reduced the
number of assessments performed in FY 1998 to about
725, A replacement center, an historical black college
(Prairie View), began operating in late 1998,

Arsessment: Successfil

ER 33 IMPROVING THE ENERGY
EFFICIENCY OF BUILDINGS

Assescment: Snccessinl

Deseription: By 2011, improve the energy efficiency of
the existing U.3. building stock, and inciease the enetgy
efficiency of new homes by 30 percent and other new
buildings by 20 percent, compared (o 1995 average new
buildings.

O Success will be meagured by:

» Weatherizing approximately 63,333 low-income
kames.

Resuleat Weatherized 63,389 low-income homes through
September 30, 1008,

Assessment: Successfol

» Adding windows o the Energy Star product
portfolia; doubling the number of reiail stares
tabeling Energy Star appliances fo 2400 nationwide;
recruiting four major appliance manufacturers to
tabel Energy Star appliances ar the factory; and
increasing sales of Energy Star appliances by 30
percent over (997,

Results: Launched Energy Star windows program,
March 1998. Signed three appliance manufactirers and
20 window and glass manofacturers to label and promaote
ENERGY STAR products. Signed a major retailer
buyers group representing over 1,200 stores nationwide,
which will double the number of stores labeling Energy

Star appliances. Recruited "Home Base,” a major
California retail chain, to promote ENERGY STAR
praducts.

Assessment: Successful

= Recruiting 55 new Rebuild America partnerships to
Join the program, increasing the tosel number of

Rebuild America communities 1o 193, representing
all 56 States and ierritories.

Resulis: During FY 1998, the Eebuild America program
added 35 new communiey partnerships. The program
has community parmerships in 47 States and three U5,
territories. Of these, 28 States and territories are
parinerships themselves. In FY 1988, 19 partnerships
have completed Action Plans for implementing building
energy rettofits, while another five partnerships have
begun to conduct multi-building retrofits.

Assessment Successful

* Building 300 enzrgy gfficient homes in partnership
with indistry. These homes will be designed to save
50 percent of encrgy used for heating, covling, & hot
water at no incremental costs. Activities will be
coardinated with the public and privale Partnership

for Advanced Technology in Housing.

Results: In FY 1998, 300 energy efficient holmes were
built, leading to a ootal of 6035 houses since program
inception undar parmerchips with the Building America
program..

Assegsment: Successiul

ER 4-1 PLANNING FOR ENERGY RELATED
GREENHOUSE GAS REDUCTIONS

Assessment: Successful

Description: Develop policies, programs, and
information to facilitate snargy sectos reductions in
greephouge gas emissions.

O Suoccess will be measurd by:

» Completing a climate change techrology strategy in
partnership with national laboratories. private
indusiry and 1op universities as part of the
President’s Climate Change Technology Initiative 1o
develop path-breaking technologies to address
climate change.
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Results: In FY 1999, the Department’s civilizn energy
RE&D budgets, as appropriated by Congrass, witnessed
the addition of a number of new RED initiatives aimed
at expanding and accelerating research in renewables,
efficiency, fossil anergy, and nuclear snergy, the goals of
which, although rot focused explicitly on climate change,
are pxpectad to conttibate 10 increased snargy efficisncy
and enhanced vse of Tere or low carbon emission energy
technologies in the futore.

Assessment: Fully Successful

-

Maintaining our 600+ existing Climate Challenge
partnership agreements supporting integratian of
energy efficiency and renewable energy technologies
inta our partner's carbon abatement programs.

Resulis: The Climate Challenge electric utility parinsrs
now numbers 651, These utilities are on target bo deliver
# total pledged amount of 47.6 MMTCE of voluntary
gresnhouse gas reductions in the year 2000.

Assessment: Fully Successfal

* Developing and assessing options for implementing
the new international agreement proposed af the

Kyoto Conference of the Parties to the UN.
Framework Convention on Climate Change &y:

- Supperting. through guanditative analyses and
international contacts, Administration efforts to
obtain meaninghd commitments for reducing
Ereenfiouse gas emissions from developing
countries.

- Providing instituiional arrangements and
technologies for the Manitoring and Verification
of treary compliance under the Framework on
Climate Change.

- Completing assessments of alternative
approaches for implementing domestic and
international greenhouse pas emissions trading.

Results: Conducted a stody of the cost effectiveness of
policies to achieve GHG reductions. Parlicipated in

workshops on the Clean Development Mechanism 1a
Brarzil, India. and China. Provided members to 1.5,
delegations visiting various developing countries (o
discuss climate changs and the benefits of taking on
meaningful commatments. Conducted a werkshop with
ihe U.5. naticnal laboratories on methodologies for

monitoring and verification of the Kyoto Protocol in
January 1998 in New Maxico. Participated in workshope
in Moseow and mesestings with "ombrella™ grovp
countries on amissions trading. Participated in
interagensy mestings to develop the 1.5, position on
emissions trading and other flexibility mechenisms, Also
participated in the June 1998 Bonn Subsidiary Body
meetings where these issues were discussed and
negotiated. Analyzed proposed Brazilian methedology
for determining future emission budgets for developing
and developed countries, and participated in international
mestings reviewing this proposal. Supported analysis of
negotiation and implementation issues conceming the
treatment of carbon sinks, and monitoring and
verification methods. Led deveiopment of Interaticnal
Climate Technology Initiative. Obtained financial
support from other developed covntries and active
interest of many developing countries. Actively
participated in the technical and negotiating sessions of
the fourth Conference of the Parties (COP TV) in Buenos
Aires,

Aszspgcment: Successhil

ER 4-2 COOPERATING INTERNATIONALLY

TO DEVELOP OPEN ENERGY
MARKETS

Assessment: Suceessful

Deseripdion: Cooperate with foreign governments and
international institutions te develop open energy markets,
and facilitate the adopeion and expart of clean, safe, and
efficiant energy iechnologies and anergy services,

O Success will be measured by:

* Assisting to remove policy, regriatory and fiscal
barriers to U5, companlies in energy efficiency.,
renewables, oif and gas, coal bed methane and clean
coal technology. and nuclear energy markets, in
Chira, India, Indonesio, the Philippines, Mexico,
Veneauela, Argenmting, Chile, Brazil, Russia, Ukraine,
Caspion countries, South Africa, and in other
developing econamies.

Results: The Department bas continued to engage the
international marketplace throughout FY 1998 with a
view toward removing bamiers (o trade and investment,
and ihe deployment of new energy technologies. The
Department's efforis have been succassful in many parts
of the Asia-Pavific region, the Caspian, and in Latin
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America Unforseen pafitical and sconomic instabilities
in a number of countries, in particular Russia, Ukraine,
India, Pakistan, and Indonasia have severely retarded our
refarm efforts.

Assessment: Successful

» Continuing coordination of the Russian-American
Fuel Cell Consortium (RAFCO) which has as one of
its primary goals the opening up of the Russian
narket to ULS. manufaciured fuel ceffs.

Resnlts: Nine RE&D projects have been funded and are
underway, one demonstration project for fuel cells in
Arctic Regions has been fonded and is beginning, and a
joint venture proposal o manutzacure fuel c=ll
components (sepacacor plates for mohten carbonate fiel
eells) in a former nuckear weapons warhead
manufactung facility at Arzamas-16 has been subinirrad
for funding under the Nuclear Cities Initiative. In
addition, through RAFCO consuliations and good
offices, the Russian market for American foel cells has
been opened up with the purchase of an Internaticnal

Fuel Cells PC25 phosphoric acid fuel cell to Gazprom.

Assessment: Successinl

ER 5-1 EXPANDING PUBLIC ACCESS TO
ENERGY INFORMATION

Assecsment: Fully Snecessiul

Descxiption: Develop and expand public access o
energy data, forecasts, analyses, and educational
materials.

3  Success will be measured by

* The average number of unigue monthly users of the
Energy Resources Board Web Sites
{htip:sfwww,eia.doe.gov/, and
hitwp-rwaww.erendoe. gov't will grow at least 20
percent per year through 2003 (from abous
71,00 month in T99T),

Results: The monthly averages for nsers of the sites
specified are a2 follows: FY 1998 EIA Avacage-
192,132, FY 1998 EREN Average-62,564; and FY 1998
Energy Resources Board Web Site Average-254,656.

Assessment; Fully Successful

» Completing by Aprii 1998, for submission ta
Congress, an initial Comprehensive National Energy
Strategy that integrates major Federal government
energy-related activities.

Results: The Compichensive National Encrgy Steategy
was completed and published in April; subsequently,
distributed to Congress; and also made availahle to tha
public en the Department’s Internet Home Fage.

Assessment: Folly Successful

+ Publishing domestie and international Anrea!
Energy Outlooks, forecasting future energy supply
and consurmption through the year 2020,

Results: "Annual Energy Owtlook 1998" was eeleased on
December 18,1997, The releass of "Annual Energy
Ountiaok 1999 was released in Decamber 1998,

Assessment: Fully Successiul

ER 5-2 DEVELOPING INNOVATIVE OPTIONS
FOR 21ST CENTURY ENERGY
MARKETS

Asgessment: Fully Successfol

Description: Camy out research and scenario analysis to
help identify and understand epiions that could
revolutionize 21st cenwry energy markets.

O  Success will be measured by completing analysis
of data from test well in Mackenzie Delta to help
define the volume and production characieristics
of Arctic methane hydrates,

Results: Preliminary analyses of data and samples
collected in March 1998 from Mallik 2L-38 well,
Mackenzie Delta, N.W.T., Canada, the first documented
natural gas hydrate samples from beneath penmafiost
collected in the world, were presented on October 20-22,
1998, in Chiba City, Japan. at the Conference on
"Methane Hydraes: Resources in the near fucure? The
well and the subsequent sindies represent a unique
collaborative affort including the Japan National il
Corporaticn (JNOC), the Geological Survey of Canada
{(GSC), the 1.5, Geological Survey, and the DOE.
Geochenucal, sample, and well log analysis as well as
studies of sediment-hydrate ineeractions will be reporied
at che conference, then made public.

Assessment: Fully Successful
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National Security

NS 1.1 MAINTAINING THE ENDURING
STOCKFILE

Assessment; Swecessiul

Description: Extend the life of U.5. nuclear weapons by
continuing the Stockpile Life Extension Program and
Stockpile Maintenance activities. Improve detection and
prediction capabilities for assessing noclear weapon
cotnponeat performance and the effects of aging, and
continually svaluate the safaty, reliability, and
performance of the mixlear weapons stockpile,

O  Success will be measured by:

v Cerrifving nuclear weapons stockpife safery,
refiabitivy, and perforitance according to DOEMDRD
Procedures.

Results: The establishment of an annual process for the
review and certification of the safety and reliability of the
nuclear weapons stockpile was directed by President
Clinton and is crucial to this Mation's pursuit of the
Comprehensive Test Ban Treaty. The Secretaries of
Defense and Energy must advise the President each year
whether the nuclear stockpile has any safety or reliabilicy
concems that require underyrowmd testing. In reaching
their conclusion they are advized by the Dirsctors of
DOE's natiopal waapons [aboratories, the Commander of
the [.S. Strategic Command, and the joint Nuclear
Weapons Council.

Two annual cenificaticns have been successfully
complated, the Latest submitted to Congress by the
President on February 12, 1993, The DOE portion of the
Ird Annual Certification was completed on July 31,
1998, Final 1998 DOE laberatory reports, reviewing the
status of the nine {ypes of warheads in the enduring
stockpile, were published during Jnly 1998, and signed
out by Defense Programs for distribution to the members
of the Nuclear Weapons Couneil Standing and Safety

Results are classified as “FULLY SUCCESSFUL”,
“SUCCESSFUL", “PARTIALLY SUCCESSFUL”, or
"UNSUCCESSFUL™ for performance judged to be effectively
100% or better, 30-100%, 50-80%, o less than 50%
respeciively.

Committes for their use in preparing the 3rd NWC
Annuoal Stockpile Certification report.

Aszessment: Fully Successful

* Meering all DoD) annual weaponys alteration,
modification, and surveillance schedules.

Resalts: Surveillance activities are required to properly
assess the safety and reliabilicy of weapons in the
Mation's stockpile. Surveillance includes both tests on
wespon componentis at DOE's nuclear weapons
laboratories and flight tests of unarmed weapons 1o
sxamine delivery performance. Ducing FY 1998, the
Department completed 40 of the 45 planned flight tests
and 82 of the planned 1({} leboratory tests. The flight
test shorifall was dug o logistics issues berween the Dol
apd DOE. The laboratory t2st shordall was due to an
expiration of the Wa2 Nuclear Explosive Safety Smdy
and other facility related issues. Weapon alterations and
modifications are erticial to upgrade the stockpile to mest
higher safety standards, replace faulty components, meet
changed military requirements, ot extend the life of the
weapon. During FY 1998, the Department had eight
weapon alterations and modification ongoing {either
research and development activities or refurbishunent}.
The alterations were for the B61 (theee), WET (twe), BS3
(two), and the W76. The modification was for the BE3.
All of these activities were performed on schedude. The
one modification this year was completed on schedule.
DOE plans to complete the remaining required tests next
fiscal year. Even with this shortfall, the DIOE was able to
give the Dol} a reliability assessment.

Ascessment: Successiul

NS I-4 DEVELOPING A REPLACEMENT
SOURCE OF TRITIUM

Assessment: Successful

Deseription: Provide a reliable source of tritivm az
required for the nuclear weapons stockpile by FY 2005
or FY 2007 depending on the production option selecied.

O  Success will e measured by completing the
aralysis to support the selzction by December
T998 of & new production source for tritium,

Resahts: Tritivm, is 2 mdioactive isotope of hydrogen
essential to the proper function of all VLS. muclear
weapons. Tritium decays at about five percent per year
and miust, therefore, be replaced in weapons periodically.
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No new tritium has been produced by the U.S. since
1988. Tritivm is recycled fram dismantled weapons to
meet stockpile requirements. A reliable source of tritium
production for the stockpile must be available by FY
2005 or FY 2007 depending on the techoology selected.
In late 1995, DOE announced it would pursue a dual
track approach to examine and demonstrate the two most
promising supply altematives, the purchase of an
existing ot partially complete commercial light water
reactor (CLWR) ar purchage of irradiation sarvices
therefrom or the design and constructicn of an
accelerator for the production of tritivm (APT). In
January 1993, the Trtivm Supply Program completed
the analysis of the primary mitinum source options
necesgary to suppoit a passible Znd Qte. FY 1998
technology decision by the Secretary. A decision,
however, was not made at that time. Both projects
continued developmene, demaonstration, and design
activities through FY 1998; and the analysis was updated
for a decision expected by the end of December 1998.
CLWR activities during this fiscal year include the
following: In October 1997, 32 uitium-producing rods
were placed in the Tennessee Vallay Authority's (TVA)
Watts Bar reactor for an irradiation demoenstration. Two
draft environmental impact statements were completed
and issued for public comment: Draft Environmental
Intpact Statement for the Production of Tritium in a

Commercial Light Water Reactor and Draft
Environmental Fmpact Statement for Construetion and
Operation of a Tritium Extraction Facility at the
Savannzh River Site. Preliminary design of the Tritiem
Extraction Facility, a FY 1998 milestone, has been
completed and an independent, parametric cost astimate
conducted. As required by Congress, an inferagency
review of nonproliferation policy isswes has been
completed. A techpical report has been prepared and
submitted to the Nuclear Regulatory Commission. DOE
received a proposal from the TYA for the Department to
provide funds for completion of TV A's Bellefonte Unit 1
reactor in sxchange for long-term irmadiation services,
An interagency agresment for irradiation services
without completion of Bellefonte was also a possibility.
Concluding an agreement with TVA, aFY 1993
milestone, was delayed until FY 1999, pending the
Secretary's selection decigion. In Decernber 1998, the
Secretary made a decision selecting irradiation servicss
from TVA’s Wats Bar and Saquoyah reactors to maet
the Department’s tritium needs.

Accelerator Production of Tntum (APT) activities s
fizeal year include the following: An engineering
devetopment and demonstration program succassfully
demonstrated key elements of a tritium production
accelerator. Performance testing of a laser beamn through
the Chalk River Injector Test Stand radio-fraquency
quadrepole (REQ) was successfully completed and
exceeded requirements. Fabrication and assembly of the
copper RFQ for the Low Encrgy Demonseration
Accelerator was completed. Installation of the RFQ and
preparations for tests of beam throvgh the RFQ wers
nearty complated. Preliminary engintering design of the
AFT plant was initiated in October 1997, An APT
Modular Design Study, optimizing plan configurations
for START-I and START I stockpile requirements, was
completed in May 1998, Safety presentations to
independent reviewers and the Defense Nuclear Faeilities
Safety Board (DNESB) were conducted throughout the
year. Issuss raised by these reviewers have resulted in
features being incorporated into the APT design to
increase its safety. A draft Environmental Impact
Statement to constect and operate the APT at the
Savannah River Site was completad and approved,
public hearings were held, and the final EIS was
completed for review. In keeping with the Secretary’s
decision to use imadiation services as the primary source
of tritium, the accelerator aption has been designgted the

backup techrology.
Agzessment: Succesyiul

N& 2-1 REPLACING UNDERGROUND TESTING
WITH SCIENCE

Asgecement: Fully Successful

Description: Develop the advanced simulation and
modeling technologies necassary 1o confidently mitigate
the loss of underground testing by FY 2004,

O Swuccess will be measured by meeting established
schedules for the development and instaflation of a
3- tritlion operations per second computer systen.

Resalis: The Accelerated Strategic Computing Initiative
{ASCI) iz a ime-critical, essential slement of the
Bepariment of Energy's Stockpile Stewardship Program.
ASCT will enable DOE to develop the advanced
simalation and modeling technologies necessary to shift
from the past stockpile management appreach based on
new wespon development and nuclear testing {o a
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srisnce-based approach based on maintenance of the
existing stockpile through advancad simulation and
fundamental experiments. Specifically, ASCI will create
and provide lo all stewardship activities the leading-edjre
weapen simulation capabilities that are essential for

maintaining the safety, reliability, and performance of the

nativn's noclear siockpile vnder the cument nuclear test
marataoricm and 0 mest the challenge st forth by the
Comprehensive Test Ban Treaty. Currently, ASCIis
meeting all established schedules for the development
and instzllatian of a 3-mllion operations per second
computer system. The initial delivery of a computer
system was received in FY 1997, and the t=chnelogy
refrash was installed in the first half of FY 1998. Code
development teams, including weapons designers, at the
national weapons laboratories ate using the gystem
performing at a level of between 400-000 billion
opecations per second and ruoning weapons simulations
that are larger and more complex than was possible on
previous machines. These simulations inclede higher
resolution, improved physics models, and more robuosi
computational math. At the end of September 1998,
three motiths ahead of schedule, IBM benchmarked the
3-eraflops computer system at a sustained 1-teraflops

calculation,
Assessment: Fully Successfal

NS 2-2 DEVELOPING NEW EXPERIMENTAL
CAPABILITIES FOR UNDERSTANDING
WEAPONS SCIENCE

Aggescment: Fally Successful

Description: Develop new nuclkear weapons physics
experimental test capabilities,

O  Success will be measured by beginning the
physical construction according to schedules in
the Project Execution Plon for the Nationaf
fgnition Facility (NIF).

Results: The NIF Project is essentially on scheduls and
on cost, and all aspects of the Project are making
satisfactory progress. All of the Project’s firm fixed
price building contracts have been awarded. In Jone,
major concrets pours for the Targat Building and
Switchyard floors were completed essentiafly on
schedule. Construction of the Laser Building and Central
Plant, which are on the critical path for Conventional
Facilitias, is corrently delayed 2-4 wesks, but the Project

completion date is being held. The crtical tazk for the
remainder of this year is 10 get the roofing and siding
completed by the stani of the next rainy season. Design
and procioremeat of special aquipment and materials are
the mosi challenging aspects of the NIF Project. Design
reviews continue to be successfully complated and
production of engineering drawings continues, although
at & stower rate than planned. The beam transpore
gystem precurement was awarded in June, and the target
chamber contract 15 on schedule. Establishment of
nezded manufacturing capacity at optics vendors is
proceeding well as they prepare for pilot production
beginning in early FY £%99. Mo information on the
NIF project ¢an be obtained at

htepffiasers. linl. gov/lasers/nif html

Assessment: Fully Successul

NS 2.3 CONDUCTING: EXPERIMENTS TO
ADVANCE OUR UNDERSTANDING OF
WEAPONE EEHAVIOR

Assessment: Partially Successful

Description: Advance our understanding of the
fondamental characieristics of weapons behavior through

systems engineering and advanced experiments and
muodeling to support foture assessments of weapons
safety, celiability, and pesformance.

O Success will be measured by conducting three to
Jour subcritical experiments o provide
information aboul the behavior of ruclear
mareriafs during the implosion phase of a nuclear
weApan.

Results: Subcritical experiments are designed o provide
an improved understanding of cenain dynamic material
properties of plutonium, the fissile material in most
primaries, and are considered esgential for assessing
noclear warhead performance, reliability, and safety in
the absence of nuclear testing. These experiments also
make a significant contribution to maintaining nuclear
test readiness, required by Safegnard C of the
Comprehensive Test Ban Treaty and Presidential
Decision Directive. On March 25, 1998, we conducted
the first suberitical experiment of FY 1998, Stagecoach,
a Los Alames Natiopal Labomatory experiment. On
September 26, 1998, Bagpipe, a Lawrence Livermore
National Laboratory subetitical axperiment, was
successfully executed. Extensive preparatory work has
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Performance Meagure Results: National Security

been completed for Cimarron and Clarinet, the third and
fourth suberitical experiments planned for FY 1998.
Planned execution for Cimarron is November 1998, and
Clarinet is planned to follow one or two months
thereafter. The Stagecoach subcritical experiment was
used to obtain additional data on the equation of state of
high explostvely shocked platonium materials at high
pressures and ta develop disgnostic instrumentation far
fumre experiments. In addition to providing information
that will ba wsed on future subcritical axperiments,
Bappipe was also used te further understanding of the
effectz on plutonium of aging, the use of diffarent
coating materials, and the effects of differant
manufacturing methods. Pata from suberitical
experiments will be used 1o develop the science-based
stewardship computer models.

Assessrment: Partially Successiel

NS 3-1 DOWNSLZING AND MODERNIZING THE
NATIONAL SECURITY ENTERPRISE

Assessment: Partially Succesziol

Description: Provide an appropriately-sized,
cost-effective, safe, secore, and environmentally soumd
naticnal security enterprise. Ensure that sufficient
scientific and technical personnel are available to meet
DOE's long-term paticnal security requircments.

O  Success will b2 measured by:

= Ensuring that all facilities required for successful
achievement of the Stockpile Stewardship and
Meanagement Plan remain operational, and the
extablished schedules for downsizing and
modarnization of the production facilities are met.

Results: Two key activities are underway to provide
cperaticnal production facilities for the successfol
implementation of the Stockpile Stewardship Plan.
These two activities are the reestablishment of a Pit
Production Program at the Los Alamos National
Lohoratory in New Mexico and restrmnption of Enriched
Uranium Operations (EUO) at the ¥-12 Plant near Cak
Ridge, Tennasses. During FY 1997, shippingfraceiving,
assembly/disassembly, depleted uranium opermations, and
evaloation of canned subassemblies operations wers all
restored. Fhasze Al of the enriched oranium operations
resuniption process (resuming casting, rolling and
Forming, and machining operations) restarted in June
1998. Phase A2 (materials control and accountability

functions} has been delay=d and rescheduled o
November 1998. The final phase {phase B) of
resumption provides chemical procassing capabilities, is
scheduled for completion in calendar year 1993,

The Pit Production Program successfully demonstrated
on schedule the ficst major step n its plan to reestablish
a pit production capability. In February 1998 the ficst
carly development unit pit was successfully prodoced.
While not meeting the full cenificaton requirements to
enter the stoekpile, this pit did successfully demonstrate
the first sarizs of capabilitiss neaded to produce a fully
certified pit. The downsizing and modemization of
production facilities are planned under the Stockpile
Management Restrocturing Initiative.  This includes the
tritium facilities at the Savannah River Site near Aidken,
South Carolina; uranium machining, recycling and
stotage faciliees at the Y-12 Plant at the Oak Ridge
Reservation, Oak Ridge, Tennessee;
assembly/disassembly and high explosive fabrication
facilities at the Pantex Plant pear Amarillo, Texas; and
non-ouclear production facilities for alectronic,
electro-optical davices, plastic and machined parts at the
Kangas City Ptant in Kansas City, Missour,
Construction funds for the downsizing at Savannah River
and Y-12 were received in FY 1998 and construction
fonds for Pantex and Kansas City have been reguested in
the FY 1999 Budget. Tite Y design for the project st
Savaonah Rivet, scheduoled to commencs the second
quarier of this fiscal vear was delayed to the third
quarter. Physical constrocrion started in the third quaner
on schedule. Dree (o rescoping. the siart of the Titie I
design of the Y-12 project was delayed Erom the first
quarter of this fiscal year to the fourth quarter. For the
projects at Pantex and Kansas City, critical decision two
(approval of baselines) was not approved in the fourth
guarter as scheduled.

Assessment: Partially Suecessful

v Conducting Security System Reviews and Joins
Tactical Svstem Analyses at 5six major DOE facilitles
and validate through that process that adegquate
Securiy medsrres exist.

Results: As of Septomber 30,1998, cight physical
secunity system reviews and six Joint Tactical Systemn
Analyses have been conducted.

Assessment: Successful
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= Working in cooperation with other Departmental
elements 1o add at least 30 protective force personnel
a1 varions DOE field siter to enthance protection of
SWM; siart S&S upgrades af five factiities; ond
compleie S&5 upgrades at vwo facilities,

Resulls: As of September 30, 1998, & fotal of 73
addicional protective force persconel had beea hired.
Upgrades have been initiated at Idaho, Los Alzmas
Mational Laboratory, Savannah River, and Headguarters.
S&S opgrades are aearing completion at Pantex and
Lawrence Livermore National Laboratory.

Assessment: Successhil

« Continuing shipment of Rociy Flais plutoninm pits to
Pantex with the goal of completing all shipments by
FY 1990,

Results: Shipmeats of surplos weapens pits from the
Rocky Flats Environmental Technology Site (RFETS) to
the Pantex Plant are ongaing. Non-recomng budgetary
and techmeal problems, since resobved, have caused a
one-time delay in the shipping rate with the resuolt that
completion is scheduled for mid FY 1999,

Assesement: Soccessiul

NS 3-3 PROTECTING NUCLEAR MATERIALS,
INFORMATION, AND FACILITIES

Assessment: Partially Successful

Description: Ensure and enhance protection of nuclear
materials, sensitive mformation, and Facylities, Provide
DOE-tejated intalligence and threat assessment support
to members of the national security community.

O  Success will be measured by:

o Develpping and field testing an advanced vehicle
portal test bed designed o prevent entry of
unauthorized personnel and contraband

Results: The vehicle portal test bed is currently
undergoing full scale development and testing. Test
reports are due this fiscal year. The projectis on track,
with respect to project plans, and is expected to meet all
recorded milestones.

Assessment: Successful

« Completing plans and preparations far inftiating in
FY 1999, the correction of DOE infrastrocturs

wilnerabilities identified by the President's
Commission on Critical Infrastructure Protection.

Resulis: Presidential Decision Directive 63 on Critical
Infragtrcture Protection was signed by the President and
issued in May 1998. The DOE Critical Infrastructure
Protection Task Force was establishad i June with the
organizational structure approved in July. Plans for the
DOE Critical Infrasttucture Protection and a national
plan that incerporates the ensrgy sSCtor protection
requicemants have been drafted and are under review.
Completion was delayed until just after FY 1998,
Submission of plans to ihe National Security Coumeil
was accomplished on November 18, 1998,

Agsessment: Partially Successful

NS 3-5 MAINTAINING READINESE FOR
NUCLEAR EMERGENCIES

Assessment: Fully Successful

Dresceription: Maintain nuclear cest readiness and
enhance smergency managsment capabilities to address
any nuclear weapons, diological, of ofher ermergsncy in
the Uniied States or abroad.

O  Snccass will be measured by:

« Enzuring that the capability to resume underground
testing is maintained in accordance with the
Presidential Decision Directive and Safeguard C of
the CTBT through a combined experimental nnd resr
readiness program.

Results: Maintaining the capability to resume nuclear
testing requires DHOE to maintain (1) test facilities and
equipmeat at the Nevada Test Site (NTS) and (2) nuclear
testing skills of personnel at both the NTS and the
nuclear weapons labarataries. Experiments requiring
large quantities of high sxplosives or small amounts of
special nuclear materials driven by small amounts of
high explosives, the latter refemed to as subceritical
experiments, &re conducied at the NTS. These
experiments and specially designed test readiness
exercises maintain NTS personne| test readiness skills
including contrinment, security, assembly, storage amd
transportalion, inseriion and emplacement, timing and
comtrel, arming and firing, dizgnostics, test contrel center
activities, and postshot drilling. Two suberitical
expetiments, Stagecoach and Bagpipe, and 29
high-explosive experiments have besn conducied at the
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NTS in FY 1998, In Septembar 1998, we conducted
VENTEX98, a table-top exercise that sinnrlated 3 mass
venting of an underground nuclear test at the Nevada
Test Site for the purpose of exercising the emergency
responise systerns that could be neaded during a muclear
test. The NTS algo has an ongoing archiving program
captating on videotape the knowledge and testing
experience of departing personnel as well as data,
photos, drawings, procedures, nuclear explosive safety
studies, containment evaluation plans, lesson lesmed,
and other information. In FY 1998, almost 84 hours of
video taping of subject manter axperts discussing 1§
functional arcas was completed; over 32,000 pages of
documents were scanned and indexed into the archiving
dambase; and encyclopedic-styls CD-ROM: covenng
five functional areas were produced. Hundreds of
stockpile stewardship experiments have been conducted
this fiseal year at nuclear weapons laboratory facilities
such as the Flash X-Ray, Pulsed High-Energy
Radiographic Machine Emitting X-Reys, Pegasus, Los
Alamos Meutron Science Center, Nova Laser, High
Bxplosive Apphcations Pacility and PEFA Z which
exercise many nuclear testing related skills and
technelogies, including nuclear design, expenmept
integration, nuclear chemistry, and weapons engineering.

Assessment: Fully Successful

v Mainraining rebust emergency regponse asseis in
accardonce with Presidenrinl Decision Directive 39,
The Atomic Energy Act of 1954, and Executive Order
12658 to ensure Departmental response fo any
npclear wegpons or radiological emergency in the
United Stares or abroad.

Results: The Depantment’s Emengency Response
program provides a pational capability to respond tw any
radiological emergency or nuelear accident within the
United States and abroad. The all-volunieer force that
makes up the cadee of deployment forces is mostly from
the mxclear weapons laboratories. The seven major
capabilities/assers maintained are the Aerial Measuring
System (AMS), the Accident Response Group (ARG},
the Atmosphere Release Advisory Capability {ARAC),
the Federal Radiclogical Monitoring & Assessment
Center (FRMAC), the Radiological Assistance Program
{RAP}, the Muclear Emergency Search Team (NEST),
and the Radiation Emergency Assistance Center &

Training Site (REAC/TS). These capabilities are

maintainzd primarily through participation in national,
state and local operations, exercises, and training.

The Departnient's emergency response program
performed at a Fully Successfol leval for FY 1998,
Highlights of these activities for the fiscal year are as
fellows: During FY 1908, DOE radiological amergency
response assets participated in 32 ULS. and overseas
exercises and 17 real-world events, Also, REACTS
responded to 67(60 U.S.- 7 Fergign) calls for medical
assistance For 224 individuals and provided radiation
accident management aining to 399 health
professionals. During June 1998, emergency response
assets participated in an interagency exercise ELLIPSE
ALPHA in Virginia Beach, Vieginia. The objective of
the exercise was (0 evaluate the federal capabilities of
responding to a domestic radiological Weapon of Mass
Destruction. In September 1998, Departrnental
emergency assets also participated in a major gverseas
exercise BLLIPSE BRAVO. The objective of the
exercise was to evaluate and validate the U.S. federal

response toa radiological Weapon of Mass Destruetion
in an intzrnational environment, On October 15, 1997,
eMergEncy msponse support was provided to the
National Aeronavtics and Space Administration for the
launch of the Cassini Space Mission to Satorn. The
Department participated with multiple agencies to
identify support eequirsments and develop ground
oparations and emergency response plans and procedures
in the event of a launch aceident and the release of
radioactve material. On board gencrators contained
32.8 kilograms of plutonium dioxide. Crver 100
perscinel and aquipment from RAP, ARAC, REAC/TS,
and FEMAC, capable of providing onsite and offsite
radiofogical support, paticipated in the Jaunch. A joint
0.5 K. nuclear weapon accident command past
exercise DIAGONAL GLANCE was conducted in the
United Kingdom during the period September 15-18,
1998. The scenario involved a U.S. Air Force aircraft
carrying nuclear weapons crashing on UK. soil. The
primary objective of DIAGONAL GLANCE was to
¢valuate intermational, national, and local government
agreements, policies, precedures, and interfaces as they
apply 1o a U.5. nuclear weapon accident ocourtng on
UK. soil. Berween April 2-8, 19938, RAP teams were
deployed o provide assistance to the State of
Coennecticot and the Environmental Protection Agency
(EPA) in conducting surveys for radicacve
contaminztion in buildings previously used in the clock
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manufactering and the adicem dial painting mdustry.
Ten buildings in four different cities were sprveysd,
Contaretination was foumd 1 four of the five ocoupied
buildings. As lead Pederal Agency, the EPA
recommended fellow-up resolutions and protective
actions. With respect to Domestic Preparedness
Training in support of the Numn, Lngar, Domenici
lagisiation, RAF and REAC/TS alements participated in
20 city visits and training activities. In April 1998, the
Department of State requested DXOE radiclogical
advisory assistance to the United Arab Emirates to
validate either the presence or absence of radiological
contamination threat at the crash site of an airliner. The
Drepartmental assets performed an assessment of the
threat of "Red Mercusy™ baing aboard the aireraft which
had crashed in the desert on December 16, 1997, killing
77 individuals. Mo evidence of radiclogical
contarination was detected.

Assessment: Fully Successful

N5 4-1 REDUCING THE WEAPONS STOCKPILE
Assegsment: Folly Successful

Description: Dismantle mclear warheads that have been
removed from the U.S. noclear weapons stockpile in a
safe and secure manner.

O Success will be measured by adhering to
sehedules for the safe and secure dismantlement
of approximately 1 000 nuclear warkeads that
have been removed from the 8.5, nuclear weapons

stockpile.

Results: In FY 1998, 1,062 U5, puclear warheads were
dismantled versus a fiscal year goal of 1,004, The
majority of dismantlements were W8 Short-Range
Attack Missile warheads, in addition to some W79
Anillery-Fired Atomic Projectils warheads and
surveillance vnits.

Assessment: Fully Successful

N5 4-2 REDUCING INVENTORIES OF SURPLUS
WEAPFONS-USABLE FISSILE
MATERIALS WORLD-WIDE IN A SAFE,
SECURE, TRANSPARENT, AND
IRREVERSIELE MANNER

Assessment: Successfal

Description: Implement the disposition of surplus
kighly enrched vranivm (HEL) and plutonium and
provide technical suppott to attain reciprocad actions for
the dispasition of sueplus Russian plutonium, Minimize
the futore demand for HEU in civilian programs through
the development of aliemative low enriched uraniom
{LEU fusls for research reactors and targets for medical
isotope production. Sepport international efforts 1o
place excess fissile materials under International Atomic

Energy Agency (IAEA} safeguards.
O  Success will be measured by:

* Successfully completing irradiation of advanced LEU
research reactor fuel fest assembly 1o medium
burn-up fevel at the ATR reactor in Idaho by March
T995,

Results: Successfully completed in March 1994, the
jrradiation of advenced LEU research meacator fuel test
assembly to medium burm-up level at the ATR reactor in
Tdahe.

Assessment: Fully Successful

+ Completing the dilution of 13 metric tons of excess
AEU (approximately 3.5 metric tons in FY i995) 1o
LEU and implementing international safeguards ar
the Portsmouth Gareous Diffurion Plant by August
1998,

Results: Approximately 3 metric tons uranium (MTU}
were blended down during FY 1998, O this total, the
TAEA was present 1o verify the blending down of more
than 1.33 MTU. The project was complated in July,
ahead of its August 1998 scheduled complesion date.
Portsmouth was able to Blend down atotal of
approximately 14 MTU, neary 1 MTU more HEU than
originally calculated in the 13.198 MTU amount because
of suceessiul operations practices at the plant. This
additional material did not jeopardize the end date of this
task.

Assessment: Fully Successful

» Condurcting international inspection of the difurion af
7 metric tons of HEU by September 1998,

Results: Conductad imermational ingpection of the
dilution of 7 metsic tong of HEU by September 1993,
USECDOE Memorandom of Agrecment governing the
dispositien/downblending schedule for 50 metric tong of
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excass HEU (inclading 7 metric tons referenced above )
was signed on April 21, 1998. The dilution of the 7
medric tons of HEU will take place at 8 commereial
dovmblending facility contracted by USEC. Due 1o
delays in signing the MOA and certification of shipping
containers, the current schedule is to ship the 7 metric
tons of HEL to the commercial downblending facility by
September 30, 1959

Assesemenit: Fully Successfil

» Ensuring 100 percent completion of progress reporis
on techmical, legal, and financial issues of the
Trilateral Initiative and conduct evaluation of
verlfication and monitoring technology by Augusi
1998,

Results: Progress reports complated and approved on
technical, legal, and financial issues of the Trilateral

Initiative. Conducted evaluation of verification and
monitoring technology in Angust 1998,

Assessment: Fully Successiul

» Fully Implementing all transparency monitoring
tasks associated with the dilution of 24 metric tons of
HEU from dismantled Russian nuclear weapons to
low enriched uranium (LEU) for purchase by the
United States Enrichmenyt Corporation,

Results: The DOE has completed all allowable
monitoring trips to the five processing facilities at four
locations coverad by Agreements. This incloded the
newly added conversion facility at Mayak Production
Assoc. in Ozersk and the flwerination and blending
facility in Seversk. We also maintained a permanent
monitoring presence at the Ural Electrochemical
Tneegrated Plant in Novouralsk for a second year.

The HEU Transparency Implementation Program
demonstrated the operation of Blend Dowa Monitodng
System (BDMS) equipment at the Paducab Gaseous
Diffusion Plant to a Russian delegation. This allowed us
ta ship 44 crates of equipment 10 the Ural
Electirochemnical Integrated Plant in preyparation of
penmanzi installation on their blending pipes. 'We are
supponting UEIP in dheir efforts to secure lcensing and
approval for the installation and operation of the BDMS
at the plant.

Assessment: Successiul

* Beginning the rransfer of V.S, surplus HEU o the
United States Enrvichment Corporation for dilution
and subsequent sale.

Besults: The Department shipped the firgt installment of
surplus highly enriched uranium (HEU) from the
Porismouth Gaseous Diffusion Plant 1o the BWX
Technelogies blending facility in Lynchburg, VA, on
September 15, 1998. A total of 50 metric tons of surplus
HEL will be teansferred to the United States Envichment
Corporation over the next six years.

Assessment: Fully Successful

« Completing initial demonstration of a protetype
integrated pluroninm pir disassembly and conversion
System.

Results: The initial demonstration of the prototyps
integrated plutonium pit disassembly and conversion
system was completed in October 1998, with "hot"
cperations scheduled to begin i Noavember 1998, The
prototype system is located at Los Alamos National
Laboratory and will serve as the basis for the design of a
full-scale pit disassembly and conversion facility. This
capability will snable the United States to convert
plhmtonivm in surplus weapons Components 1o forms
suitable for disposition and international inspection.

Assessment: Successful

+ Completing procurement for a private sectar
consertium 1o provide MOX fiiel fabrication and
trradiation services.

Results: The Request for Proposals for obtaining mixed
oxide (MOX) fuel fabrication and irrzdiation services to
dispose of sueplus weapons plutonium was released on
iMay 19, 1993. Proposals from the private sector were
received on September 4, 1998, with contract award
expected in December 1995,

Assessment: Spccessiul

« [ritiqting development of @ Russian pluronium
conversion and nondesiructive assay protarype
System.

Results: The first phase of 2 feasibility study 1o
determane the technology to be vsed o convert Fussian
plutoninm eo a form suitable for disposition and the
conceptual design of the nondestructive assay component
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of the pluionium conversion system were completed in
mid-FY 1998, The Russian system, when buoilt, will
cotvart plutonium metal to an oxide form suitable for
disposition and international inspection.

Assessmaent: Fully Successful

NS 5-1 STRENGTHENING THE NUCLEAR
NONPROLIFERATION REGIME

Assessment: Successiol

Description: Strengthen the nuclear nonproliferation

regime throogh support of reaties and international
agreements.

O Success will be meagured by:

+ In support of a Comprehensive Tast Ban Treaty
{CTBT), finalizing a plan for joint cooperation with
the Russians to conduct a confidence- building
activity by September 1998,

Results: Flans for a bilateral test site verification CTBT
were put on held. By the end of September 1958, plans
for a joint U.5.-Russian Federation Comprehiensive Test
Ban Treaty On-Site Inspection Table Top Exercise in
Chelyabinsk, Russia, in October, are near completion. In
Anguost, DOE sponsored a conference commemorating
the 10-year anniversary uf the Joint Verification
Experiment batwean the United States and the fommer
Soviet Union. Delegations from Russia and Kazakhstan
participated.

Assessmeni; Partially Successful

« Beginning a long-term nuctear spent fuel
mairienanee program in the Democratic Peoples
Republic of Korea (DPRK) by June 1998, assuring o
stable, non-corrosive storage for the duration of the
progrant.

Resulis; The work was put on hold temporarily due to
DPRK's concerns about U.S. commitment to the U.S.
DPEE Agread Framework, especially sheir frustration
with the absence of a firm scheduls For dalivaries of
heavy fuel oil to DPRK. However, DOE staff is now on
the ground 10 North Korea and will be allowed to resume
canning work by October 1, 1998, Discussions will
COTIMENCE On the long-temm mainitnancs program,

Asgessment: Partially Suecessful

* Leading, via Joint Chairmanship, the interagency
task force on warkead and fiszile moterial to create
START IIf options for warhead eliminaiion by
fanuary 1998,

Resulis: Peeliminary report was provided to the National
Security Council in Janwary 1998, with the final repont
being provided 10 the National Secority Couoncil in March
1998,

Assessment: Fully Successful

v Providing equipment, technologies, and expertise io

the [AEA and the United Nations Special Commission
fLINSCOM ) to perform monftoring and intrusive
inspections in North Korea and frag sufficlent 1o
verify rompliance with their oblipations under the
NPT

Results: Equipment, technologies, and expertise have
been provided to the TAEA and the United Nations
Special Commission (UNSCOM) 1o perform monitoring
and intmsive inspections in Morth Koerea and Irag
sufficient to varify compliance with their obligations
under the NPT.

Assessment: Fully Successful

NS 5.2 MINIMIZING THE RISKS OF
PROLIFERATION

Assessment: Fully Successiul

Deseription: Work with the states of the former Soviet
Union ard othwers to minimize the risks of proliferation.

O Suoceess will be measured by:

v Making propress in material profection, controf and
accounting (MPC&A) upgrades at cach of the 53+
facilities in Russia, the Newly Independent States
{NIS), and the Baltics that use or store weapons-
usable nuclear marerial.

Resnlts: MPC&A work is continiing at each of the 53+
facilities in Rugsia, the NIS, and the Baitics that use or
store weapons-usable nuclear material. Eapid site-wade
upgrades bave been completed at 19 locations, and we
expect six mofe sites o be completed by the end of the
calendar year.

Assessment: Partially Soccessful
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» Commissioning the MPCEA svstem ar the
Chelvabinsk-70 pulse research reactor by July 1998,

Results: Completed commissioming of the MPC&A
system at the Chelyabinsk-70 pulse rassarch reactor in
July 1993,

Assessment: Fully Successful

+ Completing the rapid security upgrodes on at least
12 of the 35 rail cars used to transport
weapons-usable nuclear materials in Russia by

Sepiember 1998,

Resudts; Completed 80 percent of the mpid securnity
epgrades on at least 172 of the 35 rail cars vsed 10
transport weapons-usable nuclear materials in Russia.
The remaining secutity upgrades on the rail cars will be
eomploted by November 1998.

Assessment: Successful

» Developing and implementing 12 commercial
development profects ot gix primary biclogical and
chemieal weapons research and production facilities
in Russin ond Kazakhstan engaging an estimated 80
weapons experts. At least six projects will have
subcontracts in place by April 1998 with the
remaining six subcontracts in place by Seplember
1994,

Resulis: Developed and implemented 2 eommercial
development projects at biclogical and chemical weapons
research and production facilitics in Russia and
Kazakhsian engaging an estimated S weapons experis.
All subeontracts wears in place by Saptember 199§,

Agzessment: Folly Successful

+ Developing and implementing 30 commercial
developmen! prajects at Rteclear weapons research
and production facilities in Russia, Ukraine, and
Kazakhstar engaging approximately 1,000 weapons
experts. All subcontracts will be in place by
September 1998.

Results: Developed and implemented 34 commercial
development projects at bivlogical and chemical weapons
research and production facilities in Russia, Ukraine, and
Kazaldhstan engaging approximetely 1,000 weapons expeits.
All subeontyacts were in place by September 1998,

Assessmeni: Fully Snccessiul

= Completing technical assistance initlatives in Russia,
Ukraine, and Kazakhstan by May 1998 1o develop a
cadre of expor! controf and techuical advisors on
supplier policy and nuclear transfer activities.

Results: Core technical teamg in Russia, Ukraine, and
Kazakhstan have been identified and will continue to
provide sopport to government authorities on supplier
policy and nuclear transfer activities.

Assessmenit: Successful

« Commencing prototypic fuel testing by July 1998 to
Support the core modifications reguired for the
cessation of plutonium production at three Russion
reqctors.

Results: Prototype fael anxd absorbers were loaded into
one of the plutonivm production reactors at Seversk for
(=sting in Apgost 1998 Additional test cells ars planmed
10 be lpaded into the reactor in Movember 1998,

Aspeserment: Suceessful

NS 53 ADVANCING NONFROLIFERATION
TECHNOLOGY

Assessment: Successful

Description: Develop technologies and systems for
detection of nuclear weapens proliferation and treaty
verification.

0 Success will be measured by:

« Trangferring to the FBI newly developed technology
whick will provide a capability for rapid, sensitive,
in-field analysis of hazardous biclogical materials
and quick determination of associated terrorist
threats.

Results: The joint DOEFEI science and technology
development and transler initiative has 18 funded
projects pnderway, representing an investment of nearly
$8M of FBI funding over a two-year pericd. These
advanced measurament and detzction technologies,
devetoped by DOE vational laboratories, will be
integrated into the FRI Crime Laboratory and a new
niational network of technical centers to support forensics
investigations and 1o counter biological weapons of mass
destruction.

Assessment: Partially Successful
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v Delivering to the CTBT LS. Natienal Data Cenger a
conmmercializable prototype of an uftrasensitive
near- real-time analyzer for niclear expiosion
produced Xenon isolopic gases.

Resulis: The DOE prototype is ready for delivery.
Actual delivery will occur upon the immirent completion
of the Air Force procurement process with the
commercialization contractor.

Assessment: Successiful

» Completing an airborne demonsiration of a
ong-of-a-kind, guantitative chemical piume
characterization capability, that uses lasers for
weaponys proguction facility monitoring.

Resulis: Field tesis of the zirbome sysem wers
completed successfully in June and July 1998,

Assessment: Fully Successful

+ Delivering to the U8, Air Force spacecraft
integrafing contractar the first five flighi units of an
extended-etiergy-range X-ray sensor for monitoring
of nuclear explosions in space.

Results: The first five flight units have been deliverad:
one ezch on March 30, Aprl 28, June 16, June 25, and
Auvgust 26, 1993,

Assessment: Folly Successful

NS 6-1 PROVIDING SPECIAL NUCLEAR
POWER S5YSTEMS FOR NATIONAL
SECURITY

Assessment: Fully Successiul

Description: Provide (he TLS. Navy with gafe, militanly-
effactive nuclear propulsion plants and ensure their
continued safe and relizble operation. Meet ongoing and
futre national security requirements for special nuclear
POWEL 3YSIEINS.

O Suecess will be measured by developing new
reacior plants, including the next generation
reacior, the design of which will be 75 percent
complere in FY 1998 and ensuring the safery,
performance refiability, and service-life of
operating reacrars.

Results: ifaval Reactors continues to meet Program
goals in carrying out tasting, development, and analyses

in the applicable technelogy areas to ensurs the safe and
reliabie operation of reactor plants in Navy warships. A
key indicator of the success of these efforts is that, in FY
1998, nuclear-powered warghips have safely
accumulated an additional 100 reactor years of operation,
resulting in ovear 114 millioh miles sieamed withonot a
reactor mcident. Development of the next generation
reactor for the Mavy's New Attack Submarine is
progressing on schedole. Testing and developaent is
procezding on components and systems, such as the
mechanical test cell and conirol dnve machanism vmits {0
demonstrate design acceptability. Feactor acssessments
are supporting the Navy's Analysie of Alernatives fora
new aircraft carrier,

Asgessment: Fully Suceessiul

NS 7-1 ENHANCING THE SAFETY OF
SOYIET-DESIGNED REACTORS AND
PROMOTING INTER-NATIONAL
NUCLEAR SAFETY

Assessment: Successiul

Description: Assist countries in reducing the rigks from
Soviet-designed auclear power plants and implement a
self-susiaining nuclear safety improvement program
capable of reaching internationally accepted safety
practices. Promote nuclear safety culture improvements
internationally by providiag strong leadership in
international nuclear safety organizations and centers.

O Success will be measured by:

+ Completing development af plant models and
descriptions, conducting training programs, and
performing safety analysis calculations at the South
Ukraine Unit 1 in Ukraine and the Kola Unit 4 in
Russla, as part of in-depth safety assessments at
nuclear power plants in Ukraine and In Russia.

Results: This success measure was met for the projects
at both plants. Plant models and deseriptions were
developed, training programs were conducted, and safety
analysis calculations were performed as scheduled at
South Ukraine Unit 1 and Kola Uit 4. The completion
of these plant specific models and descriptions and the
asgociated training provides a safety significant resoorce
to dhe plant engineers on the oparation and safaty
functions of the auclear power plant.

Assessmrent: Successiul
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+ Completing nuclear power plant simulator projects
af Novoverenezh in Russia and at Khmelnptshyy and
Chamabyl in Ukraine.

Results: This success measurs was met for the projects
at all thres plants, The full-scope simutator for
Khmeloytskyy and the analytical simulators for
Chermobyl and Novovoronezh were completed and are
being used for trining eactor operators. The simulators
provide a superior state-of-the-art tool for conducting
realistic operator training on plant operations and
emergency control procedures,

Assessment: Successful

« Completing the Installation of Safety Parameter
Display Sysrems af the Zaporizhzhya plant in
Ukraine and at the Novovoreneh plant in Russla.

Results; This success measure was met for the projects
at both plants. The Zaporizhzhya Unit 5 safety
patameter display system was installed and site
aceaptance testing was suceessinlly completed.
Instaliation and testing of the Novovoronezh Unit 3
safety parameter systemn equipment wers completed in
the September/October outage of the plant. The safety
parameter display system provides an excellent toel both
o prevent accidents by alerting dhe operators of the
approach to abnermal conditions, and alsa to reduce the
consequences of accidents by assisting the operstors in
interpreting and responding to accident conditions.

Assessment: Successfnl

NS 7-3 ASSISTING IN THE SHUTDOWN OF
THE CHORNOBYL NUCLEAR POWER
PLANT

Assessment: Successful

Description: Work closely with the United States
Agency for Internaticnal Development to assist in the
multi-national effon to shut down Chornobyl Units 1, 2,
and 3 in Ukraine befora Fanuary 2001 and reduce the risk
of possible collapse of the Unit 4 sarcophagus.

O Suceess will be measured by:

» Providing the Chomobyl plant with equipment for
dose reduction, nuclear safety manitoring, dust
suppression, and industrial safety.

Resulis: This success iveasure is on track for completion
in FY 199%. Significant mikestones were met to-date,
and equipment originally planned has been purchased
and delivered. Additional requests received in late FY
1998 have been accepted and will be fulfilled during
early FY 1909, Repairs were complated in July 1998 oo
the structure supporting the ventilation stack located
between the opecating Unit 2 and the Shelter over the
destroyed Uinit 4. These repaics remined the badly
damaged stack to its design strangth, removing 1isks to
both the Shelter and to Unit 3 posed by the possibility
that the damaged stack might collapse. Electronic
personnel desimeters, portable radiation work
enclosures, dose modeling and shielding sofiware,

radiation monitoring instruments, radition zone accass
contrel and dose racking seftware, and HEPA filter test
equipment were delivered o Ukraine, The lead shielding
blankets provided were instrumental in reducing dose
rates from “hot spots™ on the Unit 3/4 ventilation stack
repair projects. Trial quantities of portable HEPA air
filtration units (for localized contral of axrborpe
radicactive particles), aitbome radioactivity sampling
equipment, and HEPA filter-equipped vacuum cleaners
were delivered (o Ukraine. Based on evaluations of this
equipment, the halance of required quatikitias wers
defined and procurements inibated. Nuckear cnticality
safety monitening equipment was deliverad to Ukraine
assembled and tested during FY 1998. Itis scheduled to
be installed in the Shelier n early FY 1992, followed by a
final check out by U.S. personnel. Dust suppression
eqnipment was deliverad to [Tkraine 1o assist in
maintaining good radiclogical cleanlingss in peripheral
areas of the shalter. This equipment consists of airless
sprayers for decontamination solution and strippable
coating applications, portable HEPA filter vacoum
cleaners, and sophisticated steam/vacuum ¢leaning
equipment. Varicus equipment to support improvement
in the industrial safety protection of Chomeby! Sheler
workers is 2lso being provided. Equipment deliversd o
Ukraine includes: video remate surveillance equipment,
photo digitizing and processing softwars, hearing
protection, first aid equipment, portable radios, gas
bottle carts, welding gloves and cortains, hard hats, a
CPR truining mannequin, fall protection devices, a rebar
locator, portakle elsctrical generators, air compressars
and jack hammers, ladders and scaffolding, and concrete
drilling and sawing equipment.

Aszessment: Successful

127




Deparement of Enﬂg FY 1998 Accountabllity Rcport

» Reaching an agresment with the Ukrainians on
Charnobyl Unit | defueling.

Results: Activities are being implemented in support of
the necessary safety documentation and shutdewn
program that will facilicate obtaining an agreement from
Chomobyl NFF for the dafueling of Unit 1. The Ukraine
Cabinet of Ministers and Nuclear Regulatory
Administration (NRA) reguire that a shwtdown program
for Unit 1 be developed and approved pricr 1o the start of
defueling of Unit 1. The shuidown program identifes
the zctivities to be conducted during the shutdown stags
at Unit |, including defueling of the Unit 1 reactor
building. Alse provided in the shutdown program are the
schedule and funding requirements for the activities o be
conducied. The shutdown stage for Unit 1 sncompasses
the period up until all spent fuel has heen removed from
the reactor building, at which poini the decommissioning
stage begins. The Unit 1 Shutdown Program has been
developed by the Chermobyl NPP and Slavutych
Laboratory of International Research and Technology
{SLIET), with technical assistance by the Pacific
Northwest National Laboratory (PNINL). The Unit 1
Shutdown Program has besn approved by Chormaobryl
NFP and Energoatorn management, the NEA, the
Ukraine Minisoy of Energy, and the Ukraine Ministry of
Environmental Protection and Nuclesr Safaty. The
Program remains to be approved by the Ukmine
Ministries of Finance and Economy. Approvel by these
wo ministries is being delayed hecanse of the current
Ukraine government budget/finapcial crisis. The Unit 1
Shutdown Program requires funding by the Ukraine
government to implement. Given the curment financial
crisi¢ in the Ulkraine, neither the Ministry of Finance nor
Economy is willing, at this time, to approve a document
that commits additional Ukraiae government resources.
The Unit 1 Shuetdown Program provides a schedule for
defueling of the Unit | reactor building. Dedueling of
1.417 assemblies from the WUnit 1 reactor is scheduled to
begin by the end of 1998 and 1o be completed by the end
of 1999. Defueling of 1,333 assemblias from the Unit ]
storage pool is scheduled to begin in early 2000 and to
be completed by the end of 2003. The extended schedule
for defueling of the storage pool i due to the lack of
available storage capacity at the Chomobyl NPP interim
spent fuel storage Facility. A new interim storage facilicy
is heing provided with funding by the ERRD, bt will not
be available for receipt of spent fue] until Angust 2001 at
the garliest Becanse of the Ukraine government funding

crisis, defueling of both the Unit 1 reactor and storage
pool iz likely to be delayed. However, the Chomobyl
NFF Deputy General Director for International Projects
and Decommissioning continnes to emphasize in
informal discussions that defeeling of the Unit 1 reactor
will begin as scheduled, atthough completion of
defueling is likely 1o be delayed due 1o the reasons
discussed previonsly. The fiest planned defueling
campaign is for 190 aggemblies from the Unit 1 reactor.

These assemblies will be shipped to Unit 3 for use as
fuel in that reactor.

Assesament: Successful

Envirommental Quality

EQ 1-1 REDUCING WORKER, PUBLIC, AND
ENVIRONMENTAL RISKS

Assessment: Partially Successiul

Description: Identify and fund projects to reduce the
most serious risks first and prevent further increases in
relative risk at all sites.

0  Success will be measored by:

v Stabilizing and safely storing about 3.7 metric tons
of keavy metal of spent nuclear fuel (SNF). [Nate:
SNF data excludes information that is controlled or
classifiad. |

Results: Spent nuclear fuel stabilization progress at the
Idahe Naticnal Enginesnng Eaboratory is behind
schedule due to the bankruptey of a sub-tier contracior
uader Newport News Shipbuilding (NNS). This
bankruptcy caused a delay in the design and fabrication
of the Heated Vacoum Drying System. The gpant fuel
drying campaign, which relies on this equipment,
impacted 55 percent of the spent fusl scheduled to be
stabilized in FY 1998. The scheduled delivery date for
the Heated Vacuum Drying System was missed and the
systemn did not arrive until February 1993, Once the

Results #re clagsified s “FULLY STMCCESSFUL”,
“BOCCESSHFUIL", “PARTIALLY STTOCESSFUL™, ar
*TINSUCCESSFUL” for performance judped to be effectively
100¢% or betrer, B0=1 (5%, 30-80%, or less than 50%

pectively.
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equipment armved, functional testing identified several
deficiencies. Other work associated with this
performance measure was affected by safety analysis
issues which required resolution and by equipment and
crane failore, which required repair by the DOE prime
contraciar.

Assessment: Partially Successful

= Siabilizing approximately 20,000 kilograms Bulk of
plutonium residue aond approximately 7,000 liters of
plutonfun solution, and safely stoving stabilized
miaterial

Results: A nombet of issyes have impactad solid and
liquid stabilization activities wnder this commitment.
Based on a hold on movement and stabilization of
plotonium {Pu) m FY 1993 at the Pltonium Finishing
Plant (PFP'} due to criticality safety concems, the
Richland Operations Office did not achieve any Pu
stabilization. Nevertheless, PFP passed a DOE
Operanonal Readiness Reviaw that was condocetad
during December 1-10, 1998, After correcting pra-start
findings, plutonium oxide stabilization is scheduled to
resume during the first week of January 1999.

Rocky Flats was only able to achieve about ane-quarter
of their commitment (about 5,000 kilograms (kgs) of the
19,500 kgs) to stabilize solid plutonium residues due to
safety issues and construction delays. The safety issues
at Rocky Flats included Building 707 Operational Safety
Requirement violations, an administrative criticality
safety operating limit infraction, problems with
measurernent toleraics in eriticality analysis and
capability to conduet non-destructive assay of stabihzed
material. Te allow acceleration of the work on these
residues, the Residue Program at Rocky Flags was
rebaselined in FY 1998 1o implement a program that
allows direct packaging of most of the solid residues for
dispasal in the Wasts [solation Filet Flant. Rocky Flats
schieved almost half of the projected liquid residue
stabilization, about 3,000 liters of the 7,000 liters
committed, The lower number rsulted from the
termination of draining operations in Building 771 earlier
in the year due to unexpected safety issues. The ordginal
plan had been to drain the 38 piping systems in Building
771 in FY 1998 and then go back in to strip out the
piping systems. However, during deaining, the sits
identified unexpectedly high levels of hydrogen in the
piping systzms due to intemal corrasion of the pipes.

Thas safety concem caused a delay in the sysiem draining
operation. Nevertheless, the site developed a new
siraiegy © strip out the piping systems immediately
following the draining evolutions te address tha safety
concem. This new approach was implemented in July
1998, optimizing the use of existing mained crews,
controls, and procedures used in draining activities.
While not achieving the degirad commitment from
draining of the Pu liquid systems, some additional work
scope, involving the stripont of piping, was accelerated
and accomplished in FY 1998,

Asgessment: Parfially Successful

v Clozing oneg high-level waske storage tank af the
Savannah River Site.

Resulis: The Savannah River Sits closed one high-level
waste storage tank in December 1997,

Assessment: Fully Successinl

EQ 2-1 ACCELERATE AND COMPLETE
GEOGRAPHIC SITE CLEANUFP

Asgessrrent: Soecessinl

Description: Clean up as many as possibie of the
Diepartment’s 53 ramaining contaminated peographic
sites by 2006, Accelerate and complete cleanup of nine
large geographic sites by 2006, including the Fernald
Environmental Management Project, Mound Plant,
Rocky Flats Environmental Technology Site, Portsmouth
Gaseous Ditfusion Plant, West Yalley Site, Weldon
Spring Sies, Brookhaven National Laboratory, and
Lawyrance Livermore National Labocatery (Main Site and
Site 300). Cleanup 34 of the remaining 36 smaller
geographic sites by 2006, including the Uranmum Mill
Tailings Remedial Action {UMTRA) Praject. Accelerate
¢leanop at the emaining seven large sites {Hanford,
Savarmah River, Idato, Oak Ridge Feaservation, Los
Alames National Laboratory, Nevada Test Site, and
Padueah) where overall completion will not be achiaved
by 2006, and ramp up disposal vperations at the Waste
Isolation Pilot Plant (WIPP) to facilitate this accelerated
cleanng. Remediation progress will be measoeed by
completion of rekease sites (i.e., discrete aras of
contamination} and facilities (ie., contaminated
structures) that will ulimately l=ad to the complation of
the entire geographic site.
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O Success will be measured by:

s Completing remediation at six geographic sites. This
will bring the toral number of completed geographic
sites to 6t out of a total of 113 contaminated
geographic sites.

Results: Five geographic sitzs were completed during
FY 1908, This incloded the remediation of the Ceaeer
for Energy & Environmental Ressarch in Puerto Rico,
two UMTRA sites in Colorado (Maybell & Naturita),
and the revocation of the desagnation of twoe UMTRA
sites in North Dakota (Belfield & Bowman).

Assexsment: Suecessful

» Making progress on release site campletion:
- Completing about 573 release site assessments.

- Completing about 280 release site cleanups. This
will bring the number of completed release site
cleanups io approximately 4,130 out of a total
irveriory of aboud 9,300 release sites.

Resnles: Approximately 585 release site assessments
and about 288 release site cleanups were completed

during FY 1998.
Assessment: Fully Successful

v Matking progress on facility decommissionings:

- Completing about 90 facility decommissioning
ASFESSTIERLS.

- Completing abour 70 facility decommissionings.
This will bring the number of completed faciliry
decommissionings fo approximately 320 out of a
total inventory of about 2,950 facilities.

Resulis: Approximately 89 facility decommissioning
assessments and about 82 facility decommissionings
were completed during FY 1998,

Ascesement: Fully Successful

EQ 3.1 OPENING THE WASTE ISOLATION
PILOT PLANT

Assessment: Partially Saccessful

Deseription: Declare the Wasts Esolation Pilot Plant
(WIPP) geclogic repository open for disposal of
transuranic wastes in May 1998 (subject to regulatory

approval) and maximize timely shipment of waste from
DOE sites.

O Success will be measured by shipping between 388
aned 592 cubic meters of transuranic (TRU) waste
o WIPP for disposal frem three IHIE sites (Los
Alamos Naiional Loboratory, Rocky Flots
Enviranmenral Technology Site, and ldaho
National Engineering and Environmenial
Loboraiory).

Results: On May 13, 1998, the Department received
certification from the U.S. EPA that WIPP met the
standards for the disposal of TRU waste and Secretary
Pefia notified Congress by declaring WIPF open for the
disposal of TRL waste, Shipment of TRU waste to
WIPP did not commence in FY 1998 because of the
pending reviews by the New Mexice Eavironment
Drpartment (NMED) regarding the DOE's application
for a Resource Conservation and Recovery Act (RCRA)
Part B permit for mixzd waste, the NMED's tachnical
analysis supporting the determination that the waste at
the Los Alamos National Laboratory was non-mixed,
and existing litigation {(F992 Permanent Injunciion).

Asgessmeni: Unsuceessful

E(Q 3-2 MAKING DISPOSAL READY AND
DISPOSING OF WASTE GENERATED
DURING PAST AND CURRENT DOE
ACTIVITIES

Asgessment: Fully Successful

Description: Safely and expeditioncly make
disposal-ready and dispose of waste generated during
past and current DOE activities.

O  Success will be measured by:

+ Dispasing of about 4,000 cubic meters of mixed fow
fevel waste (AMLLW)

Resnlts: Through September 30, 1998, epproximately
11,000 cubic meters of mixed low-level waste have been

disposed.
Assessment: Fully Snecessfil

v Dispasing of about 30,000 cubic meters of low level
waste {LLW}.
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Results: Through Saptember 30, 1998, approximately
30,000 cubic maters of low level waste have been

disposed.
Agsezsment: Fully Swecessfiol

v Producing 200 canisters of high level waste [HLW)
at the Defense Waste Processing Facllity (DWPF) at
the Savamnah River Site.

Results: The Defense Waste Processing Facility
axceedad the commitment of 200 canisters. A total of
250 high-level canistars wete produced as of
September 30, 1998,

Assessment: Fully Successfol

* Producing approximarely 88 canisters of HLW af the
West Valley Demonstration Project {WVDP).

Resplts: The WVDP produced 81 high-level waste
camisters in FY 1928, Whils the canister count goal was
not rEached, the canisters were filled to a higher level and
the number of curies in the 21 canisiers exceeded the

forecast for curies to be loaded into the 88 canisters.
Assessrnent: Fully Successfal

EQ 4-1 PREVENTING FUTURE POLLUTION
Assezsment: Fully Successhul

Description: Incorporate poblution prevention, including
waste minimization, recycling, and reuse of materials
inta all DOE activities.

O Soccess will be measured by:

» Reducing rouwtine waste generation by 40 percent,
compared with 1993 waste generation rates.

Results: According to the Annual Report of Waste
Generation and Follutich Pravention Progress 1997,
publiched in Septamber 1998, DOE sites reduced their
roufine wasts generation by 534 percent compared 10
1993 waste genaration rafes.

Assessment: Fully Successful

» Reducing/avoiding the generation of radioactive,
mived and hazardous wastes by abous 4,000 cubic
mefers.

Resulis: DOE sites raducsd/avoided a eotal of 14,000
cuhic meters of waste during FY 1998,

Assessment: Fully Successful

EQ} 5-1 CONTINUING WITH YUCCA
MOUNTAIN SITE CHARACTERIZATION

Assessment: Fully Successial

Description: Complete the scientific and technical
analyses of the Yucca Mountain sies, and if it is
deterrnined to be suitable for a geologic repository,
obtain a license from the Nuclear Regulatory
Commission.

O  Success will be measured by completing the
viohilivy assessment analvses for licensing and
construcling a geologic repository at the Yucea
Mountain site. The asressment will conrist of four
key components:

A design and operational cancept af the
Fepasilory;

An asressment of the performance of that
concept in the geologic sefting;

- A plan and cost estimate &y constrict and
operate the repository; and

- A plan and an estimate of the costs to complete
a license application.

Results: The viability assessment was completed as of
September 30, 1998, and included the requisite four key
components described in the success measure. As of
Cctober 1998, the viability assessment is being reviswed
by the Secratary of Energy, and its release is planned for
the first quarter of FY 1999. Compietion of the viability
assessment also satisfies the corresponding critical
milestone for FY 1998 in the Federal Managers'
Financial Integrity Act Fiscal Year 1997 Report.

Assessment: Fully Successfuol
EQ) 5.2 DEVELOPING WASTE ACCEPTANCE
AND TRANSPORTATION CAPABILITY

Assessment: Fally Successful

Description: Maintain the capability to respond 0
potential stanmory direction that may include
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transportation of spent nuclear fued and high level waste
to & designated interim storage facility.

O Suceess will be measured by:

v Comtpleting genevic, non-site-specific intevim storage
Facility work and addressing long lead-titne issues
related to starage of waste Including design,
engineering, and safety analyses.

Results: A design and safety analysis for a Centralized
Inierim Storage Facility {CISF) was completed and a
Topical Safety Analysis Report (TSAR) was submitted
to the MNuclear Regulatory Commission for final review
on September 23, 1998, The CISF was designed as an
above-ground facility, but without a specific site for
constucHon.

Assescment: Fully Soccessful

+ Developing a market-driven approach that uses
private sector management and operational
capabilities to provide waste acceptance and
franspariction services. [ssuing o revised draft
reguest for proposals.

Resunlts: A revised draft Request for Proposals (RFE)
was issued for comments in November 1997, A revised
draft incorporating comments wag Noticad in the Federal
Register on September 17, 1998,

Assessment: Fully Successful

v Completing a revised Policy and Frocedure for
implementaiion of Section 18 c) of the Nuciear
Waste Policy Act.

Results: A Notics of Revised Proposed Policy and
Procedure for implementation of Section 180(c} of the
Muclear Waste Policy Act was issued on April 30, 1998,

Aszessment: Fully Successful

EQ 6-1 REDUCING ENVIRONMENTAL
CLEANUP COSTS THROUGH
ENHANCED PERFORMANCE

Agsesgment: Successfol

Description: Sigoificantly enhance performance,
increase efficiency, and reduce costs through increased
use of fixed-price competitive contracting, optimized
project sequenciag, recycling, and other wasie

minimizaticn techniques, privatization, systems
engineering, and benchmarking,

3 Success will be measured hy:

= Achieving producrivity anhancenenst targets (Targeis
ta be established as part of the Accelerating
Clean-up: Focus on 2008},

Results: Accelerated site closure targets have been
established for Rocky Flas Environmental Technology
Site (2010 to 2006) and Fernald Environmental
Management Project (2008 ta 2005). The Department is
working t¢ accelerars the closore of Mownd (2005 to
2004). The Department i3 continnally working o
achieve productivity enhancements, which are integral to
achieving site closure targets. For example, the
Department continpes to pussue support cost reductions
across ihe complex and has initiated a bench marking
study at the Fernald site. In addition, the Department
catitinugs to purske opportunities for achieving enhanced
performance through business closure activitics, such as,
property disposition, post contract benefits, along with
integration opportunitics and contracting enhancements.

Assescment: Sneressinl

v Increasing the dollar value andfor number of
compeiiiively awarded fixed price contracis,
incleding privatization contracls. Confinuing the
development of the privatization strategy by:

Awarding the Qak Ridge Transuranic Waste
Tregtmen! Privatization contract:

- Awthorizing commencement of the Tank Waste
Remediation System {TWRS) contract Phase 1B at
Hanford Site in Washington; and

Awarding the Carisbad Area Qffice
Contoei-Handled Transuranic Weste
Transportation Privatization Contracet,

Resulis: {1) A successful Odk Ridge TRU Waste
Treatment Privatization Conteact was awarded to Foster
Wheeler Envicenmental Carporation on August 20,
1998, The Department will ransfer remote-handled
(RH)} sludge from 13 different tanks at the Oak Ridge
Mational Labaratery (ORNL) e sight storags tanks.
These tanks, located in the Melton Valley arca, contain
the majority of the waste sludge. Foster Wheeler will
remove and treat the slndge and supemate in an on-site
farility from the tanks to meest disposal requirsments
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thereby satisfying the State of Tennessee Commissioner's
Order requirements.  All TR salids will be deliversd to
the privats vendor for treatment/repackaging, followed
by disposal at WIPP. Due to the suecessful awarding of
this coniract, an assessment of "Fully Successlul” is
warranted. (2) The first phase of the TWRS
privatization contract was awarded in September 1994,
Two contractors were selected to develop the technical,
operational, regulatory, business and financial elemeants

required to provide treatment and immobilization
servicas oi a fixed prics contract. On August 24, 1998,
DOE authorized only one coniractor, BNFL, Inc., 10
proceed forward with the project. Under the project.
work will proceed in two parts. During the initiad 24
months, BNFL will complete 30 percent of the facility
design, prepare o start constuction, and ob#ain
financing, This phase of the contract is worth up to $350
million. At the conclusion of the design phase period,
DOE will make a decision whether to proceed with
BNPL into a construction operation phase. During this
phase, BNFL would compleie design and constnuction
and provide both high-level and low-activity waste
treatment and immobilization sarvicss, Approximately
|0 percent of the Hanford waste (by mass) would be
immobilized which accounts for 20 to 25 percent of the
radicactivity, Due to the surcessful awarding of this
coniract, an assessment of “Pully Successful” is
warranted. (3) Since the Waste Isolation Filot Flant
{WIFF) was unzble to receive waste due to ongoing
negotiations with the regulators, the Carlsbad Area
Office Contact-Handled Transuranic Waste
Trangportation privatization contract was not awsrded
during FY 1908, It is anticipated that the contract will
be awarded in February 199%; therefore, thiz milestons
is rated as "Partially Swecessful.”

Assessment: Successful

EQ 6-2 DEYELOPENG AND DEPLOYING
INNOVATIVE CLEANUP
TECHNOLOGIES

Ascessment: Fully Successful

Description: Develop and deploy innovative
envircimentzl cleanup, nuclear waste, and spent fuel
treatment technologies that reduce cost, reselve cyytently
intraciable problems, andfor are mors protective of
workers and the environment,

O  Swceess will be meagured by:

* Accomplishing 4% innovative techrology
deployments.

Results: 122 deployments were accomplished.
Assessment; Fally Successful

= Demongirating 35 alternative technelogy systems
that mee! the performance-specification based needs
as identified by the Sire Technology Coordinating

Growps (STCG).

Results: 44 full scale demonstrations were reparted from
the Focus Areas.

Assessment: Fully Successful

= Making £ alternative rechnology systems available
Jor implementation with full cost and engineering
performance data.

Resolis: 42 Innovative Technology Summary Reports
will be published that include fell cost and engineenng

performanca data,
Assessment: Fully Successtul

* Completing the final Programmatic Environmental
Impact Statement for selecting the long-term
management straregy for the depleted UFG.

Results; Public comment hearings were held in February
and March 1998, Close of comment period was April
23, 1998. [ndustry meetings were held in June and
August 1998, Drafi Programmeatic Environmental
Impact Statement revisions were complated September
30, 1993, The Final Programmatic Environmental
Impact Statement is on schedule to be completed in
February 1999 with a Recond of Decision te b issnsd in
March 1999,

Assescrnent: Specessinl

EQ 63 COMPLETING DEACTIVATION OF
SURPLUS FACILITIES

Asseszment: Fully Successful

Description: Reduce operating costs by complsting
deactivation of surplus facilities and placing them in a
safe and environmentally scund condition, requirng
minimal surveillance and maintenancs,
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O  Success will be measured by compieting abont 60
surplus facility deactivations.

Results: Seventy facility deactivations were completed
in FY 1998,

Assesament: Fully Successful

EQ 7-1 MAKING DOE LANDS AND FACILITIES
AVAILABLE FOR OTHER USES

Assesemend: Successful

Description: In conjuncticn with stakieholders, davelop
comprehensive land use plans for DOE sites that provide
information on allernative uses, ownesship,
environmental requirements, and implementation
schedules,

O  Success will be measured by

= Submitring to Congress a future use plan for DOE
sites, arid an analysis of related long-term
Stewardship issunes by Gotober 19928, The plan and
analveis will include the Hanford Site, Savannah
River Site, Rocky Flaty Environmental Technology

Site, and Idaho National Engineering and
Environmental Labaratary.

Results: The original submittal date in the 1597
Mational Defense Avthorzation Act (NDAA) for the
future use plans for Hanford Site, SRS, RFETS, and
INEEL was March 15, 1998. The Office of
Environmental iManagement {(EM) was subsequently
granted an extension for submittal of thase plans to
Congress by October 15, 1998, EM submitted the
“Planning for the Futurg - An Overview of Future Use
Plans at Depaniment of Energy Sitez™ and individual sits
plans {with the exception of the Hanford site’s plan) in
October 1998. The "Hanford Remedial Action
Environmental Impact Statement and Comprehensive
Land Use Plan” (HRA-EIS) will be submitted to
Congress when it is published.

Assessment: Successful

« Mnitiating mission justification aralvsis and
providing a schedule for reporting on the amount of
excess land and facifities at each site by July 30,
1998,

Results: Bighty seven percent of the sites initiated
mission justification analysis and provided a schedule for
reporting excess land.

Asgessment: Suecessful

Science and Technology

ST 1-1 PURSUING INNOVATIVE RESEARCH
RELEVANT TO DOE'S MISSION

Assessiment: Fully Successtol

Drescription: Conduet ralevant, high guality, innovative
research that rasponds 1o the nseds of the DOE mission.

O Success will bs measurad by:

= Maintaining the high quality and relevance of DOE's
Jelence as evaluated by annual peer reviews and
advisory commitees.

Results: Research projects have wndergons regular peer
review and merit evaluaton based on precedurss et
down in 10 CFR 603 for the extramural grant program

and on analogous procedures for the laboratory programs
and scientific user facilities. All pew projects have been
selected by peer review and ment ¢valuation. The five
Energy Research advisory commitices have met regularly
gnd have issued timely reporis that have had a positive
impact on improving the quality and relevance of the
program,

Assessnent: Fully Successful

+ Completing Initial elinical trials of Boren Neutron
Capture Therapy (BNCT} to evaluate its safety and
Feasibiffiy a5 an alternative method of rearing
cancers thet resist conventional methods of
treatmznt.

Resulis; Early clinical wials of BMCT against brain and

skin cancers are continuing at Brookhaven Mational

Results are classified as “FULLY SUCCESSFLUL™,
“SUCCESSFUL”, “FARTIALLY SUCCESSFUL”, ar
“IINSUCCESSFUL" for perfermance judged to be sffectively
100% o beteer, 30-100%, 50-280%, of less than 50%
respectively,
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Laboratory and at the Beth Israsl Deaconess Medieal
Center, with a total of 38 patients having been treated ar
Brookhaven and 15 at Beth Izrael as of March 1998,

Assessment; Fully Successful

» fnitlating a new Climate Change Technology
program that will underpin new opportiunities and
techrologies in carbon capture.

Results: With the passage of the FY 1990 budget, and

the development of guidance regarding the scope of the
program, selicitations can be planned.

Assessment: Fully Successfol

» Advancing the state of human genome research by
reducing cost and increasing speed and queality of
DNA sequencing, and submititng 20 milfion subunity
af finished human and movise DNA seguence fo
publicly accessible databases.

Results: In FY 1998, the DOE Joint Ganome Instinte
(JOT) determined the sequence of more that 20 millior
units of humen DNA and submitted data to the public
gequence database. This achigvement represents a
9.7-feld increase in the combinad DNA sequencing
output of the three Jaboratories that make up the JGI.
This kevel of human DNA sequencing also makes the 1GI
the second leading public sequencer of buman DNA in
the 11.5. and third in the warld.

Assessment: Folly Successful

57 1.2 FURTHERING OUR KNOWLEDGE OF
ENERGY AND MATTER

Assessment: Fully Successful

Description: Provide new ingights into the fundamental
nature of energy and matier.

O  Success will be measured by:

» Commencing full cperation of all three experimental
herlls at the Thomas Jefferson National Aecelerator
Facility to explore the structure of atomic nuclel,

Results: All three experimental Halls at the Thomas
Jefferson National Accelerator Eacility are now
operational for research. The laboratory is able to
deliver simultaneous beams of widely differing energies
and currents to each of the Halls to meet the specific
requirements of the experiments. The labomtory is now

also ahle to deliver polarized beam to any of the
experimental halls. The research program is underway in
all three halls, and the facility may selectively turn beam
off in one area while lzaving simultaneous beams in the
other two, to allow access for removal of eqoipment or

for experimantal set-up.
Assessment: Fully Successful

« Commencing researck in collaboration with
interpational research community at the rew
Sudbury Neutrinn Observaiory (SNO) in Ontario,
Canadg, to undersiond why reutring detection from
the sun is much less than expecied.

Results: The SNO peutring detector, which sits in a
nicks] mine about 6000 feet bekow the surface of the
earih, is complete. The filling of the region around the
detector with water, and the central part of the detector
with expensive “heavy water" (D20}, is underway. A
major dedication of the laboratory took place in Sudbury,
Omtario, on May 28, 1998. A large number of
internatiopally known scientizts wers present including
Stephen Hawking. The laboratory will spend the next
few months filling the detector. Initial measurements
using the detector will probably commence about the snd
of calendar year 1995.

Assecsment: Folly Successful

ST 1-3 IDENTIFYING AND EMPLOYING THE
BEST SCIENTIFIC TALENT

Assessment: Fully Successful

Descripdion: Search for and utilize the best takent from
all sources io perform DOE research.

O  Success will bre measured by estabiishing
purtnerships for Academic-Indusirial Research
{PAIR} Frogram to enhance opportunities for
research partnerships between academic
rexearchers, their studenis, and industrial
researchers.

Results: A solicitation for the PATR. program resulted in
168 preproposals, 60 of which were encouraged. The 67
full proposals that were received underwent metit review
by the procedures set down m 10 CFR 803, and 16 new
awands were made.

Ascessent: Folly Successful
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5T 1-4 PROVIDING SCIENCE TO SUPPORT
NATIONAL POLICY MAKING

Assessment: Partially Successful

Description: Develop science to support DOE's
participation in energy and other National policy
formulations.

O  Success will he measured by developing a
comprehensive Departmental policy for
toborarory techrology Fransfer in order 1o
teverage science and technology for our Nation's
economic competitiveness with a sirenger
parinership with the private secior.

Results: A position paper gioposing principles, crteria,
and roles and responsibilities for DOE echnalogy
partnership activities has been prepared by a group of
technology iransfer specialists at Headguarters, the field
offices and the laboratories. The draft position paper has
been cirenlated for comment and the policy implications
have been discussed with the laboratory directors.

Assessment: Partially Successiul

ST 1-5 SUPPORTING RESEARCH
COLLABORATIONS IN EMERGING AND
INTERDISCIPLINARY AREAS

Assessment: Fully Successiul

Description: Support emerging sciences that are
impotant to the future of DOE and the Mation, including
interdisciplinary research that addeesses the Nation's
most pressing probleims.

O Success will be measured by applying advances in
inFtriment miniaiarization, computational data
processing, and molecular and srruchural biology
to advance the development of highly sensitive
medical maging systems used in the detection of
direases.

Results: DOE sponsored researchers have applied
iechnological advances from other research areas, such
as the semi-conductor field, to develop very small data
processing components which can process the large
volume of imaging daia in record breaking Gme.

Progress has alse been made in developing new advanced
imaging deiectors that are much smalker and many times
more efficient at detecting radioisotopes withia the body
than cument imaging systems. A major accomplishment

has been Lhe use of high performance computing te better
understand andd model she melecular mechanisms of
scintillator fluorescence. These advances have resulted
in the development of a poriable gamma camera
(prototype) that can ba used to datect breast cancer,
Progress has alse been made in the development of new
algorithms to rapidly process and merge the large volume
of imaging data collected from the variows imaging
modalities {i.e., PET, MRI, and ¥-ray CT).

Assessment: Fully Successful

ST 1-6 LEVERAGING RESQOURCES THROUGH
INTERNATIONAL COLLABORATIONS
ON SCIENCE PROJECTS

Agsessinent: Successful

Description: Leverzge research oppostonities through
science partrerships and pursus intemational sciences
collaborations.

0 Success will be measured by

+ Signing the international agreement 1o participate in
the construction and management of the Large
Hadron Collider accelerator and the rwo majar
detectors.

Results: All three docoments have been signed, The
International Cooperation Agreament batween DOE and
MSE and the Enropean Organization for Nuclear
Research (CERN) was signed on December 8, 1997,
Both the Accelerator Protocal and the Experiments
Peotocol were signed on December 19, 1997,

Assessment: Fully Successful

= Completing the memorandiun of understanding with
the National Science Foundation concerning the
managemeni of the U.S. Large Hadron Collider
activities.

Results: The Memorandum of Understanding betwesn

the DOE and The MSF for joint oversight of the U.S.

Large Hadron Collabomative Program with CERN was

appraved by both DOE and NSF in August 1998 and has
been effect since that time.

Assessment: Fully Soccessial

s Complating and transmitting 1o Congress a Strenegic
Plan for U5, International Collgborations in Fusion
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Science and Technology Rerearch fuifilling a House
Science Cormmiltee requirenent.

Results: The "Strategic Plan for International
Collaborations in Fogion Science and Technology
Recearch” has been completed and forwarded to the

Congraes.
Aggessment: Fully Successiul

v Reaching an agreement on the first annual program
of bilateral fusion activities between U.S. and Koren.

Results: The ficit program of work under the U.5.-Korea
Bilateral Fusion Meeting has been signed by Dr. N. Anne
Davies, Associate Director for Fusion Energy Sciences,
and Mr. Hun-Gyw Lae, Dirsctor General, Basic Science
and Manpower Bureau, Korean Ministry of Science and
Technology.

Assessment: Fully Successful

» Completing the review of proposals and [nitiating
profects I FY 1998 1o dezign and develop advanced
catalysis, electrodes, anid membranes, as welf as
advanced separater plates and high temperature
seatanrs under the Russian-American Fuel Cell
Consortium

Resultz: Since the beginning of FY 1995, we bave nine
R&D prajects funded and underway, which cover the full
array of key fuel cell techmologies—Erom melten
earbonate, (o solid oxide, phospharic acid and PEM. The
overall goal of these R&Y) projects is to help reduce the
cost of fuel cell technology by lesting less expensive
materials that make up the component parts of fuel cells
and by finding usefu] employment for former Russian
nu¢lear weapons scientists in commercial R&D
activities.

Assessment: Fully Successful

» Continuing vooperative research efforts with Russia,
begun in 1973, on fundamental properties of matter,
Jusion energy science, ruclear reacior safety,
environmental restoration, and ruciear wasie
management by renewing the existing umbrella
Peacefid Uses of Atomic Energy Agresment (PUAE),
which will expire December 1998, for 12-18 months
and beginning negotiations of a new and expanded
PUAE Agreement.

Results: The PUAE agreement covers literafly hundreds
of activities under four major Memoranda of
Cooperation (MOC). Major progress continues in terms
of high energy and auclear physics (inchuding work on
the D=0 Detector at FERMILARB), fusion science
{including the International Thermonuclear Experimental
Reactor), nuclear reactor safery vpgrades at Eussian
Soviet-era reactors, and research into the factors
affecting environrental restoration and waste
management of materials associated with nuclear fission,
On the question of renewal of the PUAE umbrella
agreement, DOE is proposing a 12-18 month extension
af the umbsella.

Assessment: Partially Successiul

5T 2.1 DEVELOPING DOE MISSION CRITICAL
TECHNOLOGIES

Assessment: Fully Successful

Deseription: Develop the technologies required 1o meet
DOE's energy, national security, and environmeatal

quality goals,
O Success will be measured by:

v Establishing cost and schedule baselines for the
three components {ATLAS Detector, CMB Detector
and LHC Accelerator) of the planned 1.5,
cortribution to the Larpe Hadron Callider as
specified in the DOENSF/CERN Agreement.

Results: The ATLAS Cost and Schedule Baseline hag
been completed and approved. The bassline for the LHC
Accelerator has been completed and approved by DOE;
itis awaiting approval by NSF. A review of the CMS
detector om May 19-22, 1998, will determine the CMS
baseline.

Assegoment: Fully Snccesstnl

+ Executing @ multi-year contract for developrient of
highly efficient radioisotope power systems in
support of NASA s future mission requiremenis.

Results: Lockbeed Martin Astronaotics (LMA) was
selected as the system integration conteactor o develop
an advanced radicisotope power systsm (ARPS) for
possible wse on the Ewropa Orbiter, Pluto-Kuiper
Express and other future NASA missions. The goal of
the contract is to design a sinaller and more efficient
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power systam. A lefier contract was executed on

March 6, 1898, and the multi-year contract was
negotiated over the next several months and executed on
July 31, 1998,

Assessment; Fully Successiul

+ Completing 80 percent of the Sandia FHot Cell
Facility construction modifications and pro¢essing
equipment installation activities needed to achleve
the facility capability to process 100 percent of the
1.5, demand for molybdenim-99,

Results: Work completed at the end of FY 1998
inchuded the remaval of the existing Hot Cell Facility
windows, demolidon sctivities, decontamination and
construction preparation, coastruction engineering
designs, the design and procuremeni of the HCF Zone
2A shielding steel and window skeeves, and the design
and issuance of a request for bids for the steel
containment boxes for installation inside the HCF,
Additionally, by the end of October all HCF shielding
steel and slesves will be installed, the design of
processing conveyer systams will be completed and the
concrete poured For the new HCF wrlock shield. Based
on custent progress of the emaining tasks in the heavy
canstruction acavity, the requirements for the 30 percent
campletion Tilestons ware met at the end of FY 1998,

Assessiment; Fully Successful

» Supplying quality stable and radioactive isotopes for
indusirial, research, and medical applications rhat
comtinue 1o meet cusiomer specifications and
maintaining O3 percent on-time deliveries in FY 1008
and beyond.

Results: Although the High Flux Isotope Reactor
{HFIR) experienced several unscheduwled outages early in
the fiseal year and scheduled deliveries increased 41
perceat over FY 1997, the Department was able to
accomplish greater than 97 percent of the scheduled
deliveries on time. During the outages, the
Departmentwas unables to fill 33 orders of medical and
industrial isotopes. Several organjzations within the
Depanment are working together to ateempt e develop
an annnal HFIR reactor cparating schedule and also with
cther suppliers te aveid foturs unscheduled interruptions
in the supply of isctopes.

Assessment; Fully Successful

ST 2.2 PURSUING PARTNERSHIPS TO
DEVELOP AND DEPLOY NEW
TECHNOLOGIES

Assessment: Fully Successful

Description: Parsue tachnology research partnerships
with industry, academia, and ather povernment agencies
and proactively accelerate the transition of technologies

to end users.
O Success will be measored by:

» Initigting I3 muliti-year Laboratory Technology
Research projects by April 998 that address the
Department’s top priocities for science and
technolagy and are cosi-shared with industry
parthers.

Results: CRADA negotiasion on all 17 projects was
complatad by September 17, 1993. Research on all 17
projecis wag undarway by the and of FY 995,

Assessment; Folly Successful

= Review and select for Phase H follow-on funding
approximately 830 Small Business Innovative
Research proposals that satisfied proof of concept
under Phase I funding, and select approximately 200
proposals far Phase | funding.

Results; Phase IT proposals were selected in June 1998,

and Phase [ proposals were sebected in July 1998, Small
Businezs Innovation Research projects not only satisfy
the Department's research needs, but also lead to
technological innovation. Based on data received from
previous awardees, half of the projects have led to
commercial sales of products and services derived from
ihe research.

Assessment: Fally Suceessful

5T 3-1 MANAGING THE DEPARTMENT'S
NATIONAL LABORATORIES AND
RESEARCH FACILITIES

Assessment: Fully Successful

Deescription: Manags the National Laboratories,
science-nser facilitiag, and other DOE rasearch providers
and research facilities in a more integrated, responsive,
and cost-cffective way, building on unique eore strengths
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and comesponding roles. Design, construct, and cperate
research facilities jn a timely and cost-effective manner.

O  Suecess will be measured by:

* Completing a facilities roadmap which will
determine the needs and provide direcrion 1o the
scientific facilities through the year 2(120.

Results: A facilines roadmap has been fimalezad,
incorporating input from stakehobders, and presented to
the Laboratory Operations Board.

Assesgment: Folly Successful

» Reducing laboraiory operating cosis by an
additional $330 mitlion {relative to FY 1994) withowt
reducing research owtpuis. This will be applied 15
the goal of saving $1.4 billion by FY 2000,

Resulis: Laboratory aperating costs for FY' 1998
{ralative ta FY 1994) were reduced by at least $130
million, subject ta final determination after issnance of
this meport,

Assessment: Fully Successiul

+ Completing Critical Decision If and issuing the draft
Environmental Impoce Sratement (E15) fo infriate
construction of the Spallation Newiron Source.

Resnlis: Critical Decision II - approval of baselings -
was signed by Secretary Pefla on December 23, 1997,
The draft Environmental Impact Statement (EIS) is
scheduled €0 be available for public comment before the
end of 1998.

Assessment: Fully Successial

« Completing the agreed upon ITER Enginzering
Desien Activities and reaching an agreement on
wihether i continue into the three-year yransition
phase leading to construction decision.

Results: Critical Decision LI -- approval of baselines --
was signed by Secrctary Pefia on December 23, 1997,
The draft Envircomental Impace Statement (EIS) is
scheduled 1o be available for public comment before the
end of 1998.

Agsessment: Successful

» Bepinning assembly and instatiation of the National
Spherical Tokomak Experiment at Princeton Plasma
Physics Laboratory in FY 1998,

Results: The assembly and installation of National
Sphesical Tokomak Experiment (N5TX) has begun.
Major sysiems are being fabricaezd and tested for quality
assurance. Site preparations and modifications are being
carried ont oi 2chedule. Assembly of subsystems and
diagnostics is being completed as components become
available.

Assessment: Fully Snccessful

s Preserving a UL 5. leadership role for the utilization
af syrchrotron facilifies by providing increased user
support personnel for beam lines at the Navional
Syrchrotron Light Source at Brookfiaven National
Laboratory.

Results: Additional funding of $2 million was provided
tc: the National Syonchrotron Light Seurce in FY 1992 for
increased user support pecsonnel,

Assessment: Fully Successful

» Making pragress ai the following new research
facilities:

- Bactory at Stanford Linear Accelerator Cenier:
begin operations;

- Main Infector at Fermilab: complete construction
and begin commissioning;

High Flux Beam Reactor at Brookhaven. Initiate
EIS;

- Joint Genome Institire's Production Sequencing
Facility: begin operations; and

- Willizm B. Wiley Environmental Molecular
Sciences Laboratory (EMSL): begin operations.

Results: The B-factory Project at SLAC is on schedule
and at cost. Ik is cumrently undergoing comemissioning,
and it iz expected that it will begin operations by the end
of FY 1998. The Main Injector Project at Fermilab is on
schedule and at cost. Construction of the Main Injectar
wag completed and commissioning o begin in Angust
1998. The Environmental Impact Staternent (E15)
process was inetiated on November 24, 1997,
Renovations and owifitting of the DOE Joint Ganome
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Instioute's Production Sequencing Facility (FSF) for high
throughput DNA sequencing was complated. This
facility will be a siate-of-the-art DNA sequencing facilicy
that will be used to meet DOE's DNA sequencing
commitments o the U5, Hernan Genome Project. The
P5F will include rabatics and automation 1o increase
preduciion and decrease costs of DNA sequencing. The
William R. Wiley Environmental Molecular Sciences
Laboratory is operational. Information about the EMSL
is available through the EMSL. web site at:
http:ffwrww_emel pnl gav: 2080/hemepage htmik

Agsessmetit: Fully Successfol

5T 33 MANAGING THE DISSEMINATION OF
SCIENTIFIC AND TECHNNICAL
INFORMATION

Assessment: Fully Successful

Description: Improve the management, dissemination,
sharing, and use of scientific and technical information.

O  Success will be measured by negotiating and
fiplementing an agreement with the U8,
Covernment Printing Office to provide elecironic
public access te over 25,000 full-text reporis
comtaining scientific and technical information

through the DOE Information Bridge.

Results: In April 1993, ¢the DOE Qdfice of Scientific and
Technical Informatdon (O5TD and the U.5. Government
Printing Office (GFO) jointly unveiled the DOE
EInformation Bridge, a new-age information system that
provides the public with electronic access to both
bibliographic citatioms and full text of the Department’s
scientific and technical information resulting from its
R&D activities. Designed, developed, and maintained by
OSTI, this web-based systam is accessible at no charge
to the user at hap:fiwww.doe.gov/bridge. The site
currently includes full text of over 27,000 DOE reports
and sccompanying records and abstracts in such
disciplines as physics, chemistry, materzals, biology.
environmental cleanup, energy technelogies, and other
topics. The number of reports in the system is erowing
daily. Based on interest and activity to daee, it is
astimated that over 50,000 full-text documents a year
will be downloaded via the public accsss DOE
Informaticn Bridge.

Asspesment: Fully Suceessful

ST 3-4 IMPROVING THE EVALUATION
PROCESS FOR DOE'S RESEARCH
PROGRAMS

Aszessment: Fuolly Successful

Description: Improve peer and program ceview
processes.

O  Saccess will be measured by kaving programs
reviewed by independeny advisary commitiees to
analvze issuey and recommend research direction,
specifically completion by the:

- Energy Science Advisory Commillee, of a
review of the advanced fusion materials
program by Seprember [998; and

- High Energy Physics Advisory Ponel, of a Plan
for the Future of U.S. High Energy Physics.

Eesualts: 17The Fusion Energy Sciences Advisory
Commiiies (FESAC) has completed its review of the
advanced fusicn matenials program. The commitiee’s
report contains recommendations for fuure rescarch
directions that have been accepted by the Department
and included in FY 1999 plans. 2)The High Energy
Physics Advisory Panel's Subpanel completed its study,
and the resuliing repost entitled, "Planning for the Future
of U.S. High-Energy Physics” was poblished in February
1548,

Agseeement: Folly Suececsful

ST 4-1 CONTRIBUTING TO THE NATION'S
SCIENCE AND MATH EDUCATION AND
PROMOTING SCIENCE AWARENESS

Assessment: Fully Successful

Degeription: Develop and promote technologies and
programs that deliver infortation and contribute ta
leerning in science, math, engineering, and technology,
and in general, expand access to DOE's 1echnical
mfermation, Leverage DOE's human and physical
research infrastruciure, working with the Mational
Science Foundation and other Federal apencies, o
promole science awareness, enable advanced sducational
research oppoeriunities, build capebilities at educational
instituticins, and improve edocational opportunities for
diverse groups.

O Succes: will he meagured by:
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* Expanding sponsorship af collaborations for local
and regional science awareness evems.

Resulis: More than 8,000 students from 1,600 high
schools participated in 48 regional science bow]
competitions across the country and in the Virgin
Islands. This is an increase over pravious years and
demonstrates the popularity of the Departmant’s National
Science Bow] and the support of both the DOE and
non-DOE sites to s effort. Cwer 5,000 volunteers
from DOE sites, other Federal agencies, local colleges
and universities, techrology companies and sponsors
served as officials for all the competitions. For the first
time, the winning team from the 1998 National Science
Bowt will attend the 48th Meeting of Nobel Lavreates in
Chemistry in Lindan, Germany.

Assessment: Folly Suceessful

» Supporting young owistanding scientists through:

- Department’s minority colleges and universities
(MC&L) program - support for ot least teams of

Jaculty and students;

- Hollasnder Distinguished post doctoral
Jetlowship program « suppor! for at least eight
postdoctoral students;

- Multi-dgency Stpnificant Opportunities In
Atmospheric Research and Science (SOARS)
Pragram - sugport for at feast two students;

- Continuing the Deparimental award program for
Jemior investigators in Plasma Science; and

Depariment's owtstanding Junior fnvestigator
progrant which provides research opportunities
Sfor early-career high ericrgy physicists.

Results: Eight awards wera made for FY 1998, These
awards involve collaberations between mincrity stedents,
their facolty advisors, and scientists in DOE laboratorias.
Five new Hollagnder two-year fellowships were awarded
in FY 1298, Ten fellowships awarded in FY 1997 were
continued into FY 1998. Thus 15 students are being
supporned in FY 1938, Five of the 19 SOARS proteges
are being supporied by DOE. (Since these are
predominantly minority students, this enhances diversity
while reeniiting well-qualified strdents for carsers in the
atmospheric sciences and global change.} An
announcement of oppormnity for Junior Invesegators in
Plasmia Scienee was published in December 1997,

applications received in response to this natice wers peer
reviewed, and two awards were made,

Assezmmments Fully Successful

Corporate Managemeni

CM 1-1 INSTITUTING A SOUND ES&H
CULTURE

Assessment: Fully Successiul

Description; Integrate and #mbed risk-based cotcome
oriented environment, safety, and health (ES&H)
management practices into the performance of DOE's
day-to-day work.

O Success will be measured by:

v Preventing fatalities, serious accidants, and
environmented releases at Departmerdal sites.

Results: DOE had one work-related fatality during

FY 1998. A Type A Investigation was completed and
corrective action plan implemented. DOE's worlc-related
fatality record for FY' 1988 was the lowest rate since

FY 1994,

Assessment; Successial

s Initiating Integrated Safety Management Systems af
all 10 high priority facilities by April 1998,

Resulis: Ajl 10 DNFSB priority facilities have begun
implamentation of integrated safety management
systems.

Assessment: Fully Successful
+ Completing dociwmentation of ES&H roles and

responsibilities for all appropriate DOE offices and
sites by Fuly 1998,

Results are classified as “FULLY SUCCESSFUL”,
“SIMCESSFUL", "PARTIALLY SUCCESSFUL", or
“UNSUCCESSFUL™ for performance judped o be affectively
LO0% ar better, 80-100%%, 50-80%%, or less than 504%
recpectively.
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Resulis: The FRAMSs for the ten 93-2 prionity sites (the
responsibility of six DOE Opecations/Field Officas) were
first issued in July 1997, The DXOE Corporate
(Headquarters) FRAM was first 1ssued in October 1097,
These FRAMSs have been epdated over the past year and
are commently being reconciled to resolve poteniial
conflicts, with a scheduled date for completion of
Octobar 1998, In the meantirpe, several other ofhices
have 1ssusd their FRAMs {¢.g.. Chicago Ops Office,
Yucca Mountain Project Management Office, ete.). As
ihe DOE missians evolve, the FRAM updating process
would continue, in order ta reconcile all of the perceived
conflicts batween them.

Assegcement: Partially Suecessful

+ Publishing puidance for incorporating
environmental justice principles info the
Comprehensive Envirpnmenial Response,
Compensaiion and Liahitity Act {CERCLA)
implemeniglion process.

Results: The Office of Environmental Policy and
Assistance (EH-41) has engaged in a partnership with
the EM Ceater for Risk Excellence (CRE) in providing
pelicy, guidance, and assistance on environmental dose
and risk assessment issues of relevance to DOE Program
and Operations Offices. This partnership is expected 1o
improve the coordination, effectiveness, and leveraging
of Ask assessment resounces and services, and will allow
cach organization to be more rsponsive o DOE
Program and Operations Office needs. EH-41 has
participated in CRE strategic planning sessions, and hasg
provided inpur to the development of the CEE Sirategic
Flan, Several collaborative initiatives in the steategic
areas of environmental standards, long-term stewardship,
science and technology, and stakeholder partnerships are
on-track or being pursued.

EH published and made available in electronic fonm, a
guidance docoment entitled: “Incorporating
Environmenial Justice Principles into the CERCLA
Process ™ The puidance deseribas the activitie: within
the CERCLA response process whers data pathering,
analysis, or procedures mey need to be extended or added
in crder to ensure that low-income and minority
communities play 2 meaningful rele in the agencies
CERCLA process. This docament includes information
for communicating health risks and was writtan to meat
the goals in Execotive Order 12898, “Federal Actions 1o

Address Envitonmental Justice in Minority Populations
and Lovr-Income Populations,” which requires all
agencies to consider environmental justice in the conduct
of thesr mission.

Prepared Risk Management Planning Guidance, EH-41
developed and has made available, both in elecironic and
in hardcopy form, substantial guidance to the Field to
help it comply with CAA requirements to help reduce the
risk to human health and the snvironment from large
quantities of toxic, flammable or similarly hazardous
maierials at our sites.

Asspexment: Successiul

» Through independent oversight, provide inforrtation
and analysis of the effectiveness, vulnerabilities, and
trends of the Department's envirgnment, safety,
health, and safeguards and securlty policies and
pregrams o the Secretary and senior line
management.

Results: Conducied and successfully completed two
Integrated Safaty Management Evaloatcas: the
Lawrence Livermore National Labomtery {November
1997y and the Miamisburg Environmental Management
Project (July 1998). Condected and suecessfully
completed six special reviaws: The Albuguerque
Operations Office’s Transportation Safegoards Division
Eadiation Protection Program (November 1997).
Aviation safety programs throughout the DOE complex
{October 1997); the Albwquerque Operations Oifice's
Transporiation Safeguards Division Training and
Parformance Tasting Programs (February 1998); and
Fissile Material Agsuranee in the DOE complex (Tuly
1998). Also successfully initiated a complex-wide
review of DOE vnclassified computer systems. An
interim stales report was issued in March 15998, Tn
August 1998, completed a complex-wide review of
emergency management at the request of the Secretary of
Energy. Implemented a comprehensive follow-up

program and successfully conducted and completed eight

Follow-np Revisws.

Conducted and successfully completed one Safeguards
and Secority Independent Oversight Evaluation at Rocky
Flats Environmental Technology Site {May 1998).

Condocted and seccessfully eompleted four Safeguards
and Secority Profilas deseribing and monitering the
status of safeguards and secusity programs and issves at
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DOE sites. Successfully updated and issued revisions of
three safeguards and security site profiles: Pantex (June
[998). Implementzd a comprehansive Accident
Investigation program and successfully conducted and
completed Accident Investigation Board Chairperson
Training in December 1997 using distance leaming
techniques oo simultaneously reach 10 DOE sites, and
Accident Investigator Training in January and April
1998 at Albuquerque and Chicago Operations Offices
respectively, The Office of Oversight successfully
secved in the following capacites during accident
investigations: board chairperson and board members on
aType A of a fatality at Idaho Nationai Envitoninentai
Engineering Laboratory (July 1998); depuiy board
chairperson and baard members on a Type B of an
clectrical arc blast at Fermi Laboratory (Cctober 1997);
board members on a Type B of improper shipment of
radiologicat samples from the Oak Ridge National
Laboratory (February 1998); and advisors on two Type
B accident investigations: a tanker muck leak at Fermald
Enviranmental Management Project (Discamber 1997)
and anm injury related 1o & Fotating shaft at Ames
Laboratory {March 1998).

Office of Oversight personne] aiso successfully led an
assessment of the Oak Ridge Operations Office
investigation of worker respiratory illnesses at Eastern
Tennessee Technology Park (K-25) (April 1998).

Devaloped and sucesssfully completsd the 5th wpdate of
20 ES&H Profites describing and monitoring the most
significant ES&H issues at the sites.

Conducted and successfully completed 28 EH Resident
Surveillance at seven DOE sites to evaluate performance
ralative wo significant ES&H issues.

Successfully developed Office of Oversight progress
reports that assessed the safety management of 13
programmetic and technical arsas and 20 DOE sites.
These results were further integrated into an assessment
of complex-wide safety.

Assessment: Fully Successful

« Completing an additional four needs assessments to
continue building the basis for a more detailed
pragram of medical stirveillanice, in order to address
the health risks to former DOE workers.

Resulis: Since October 1997, four new phase I (needs
azsessments) pilot studies have been initatad at

Savaanah River Site (production and constraction
wotkers), Los Alamos National Laboratory and INEEL.
They were compieted by the end of FY 1998, The initial
six phase I pilots at Richland, Oak Ridge, Mevada Test
Site, Padocah and Poctamouth bave now moved 1o the
phase ]I category {identification, notification/worker risk
communication and screening} and medical screening is
expected 1o begin this fiscal year.

Assesstoent: Fully Soecessful

CM 1-2 ENSURING DOE PROGRAMS
APPROPRIATEL Y ADDRESS ES&H
FRIORITIES

Assessment: Fully Successful

Deseription: Clearly identify and fund ES&H priorities

and ensure resonrces are appropriately spent on those

priorities.

O  Swccess will be measured by beginning to
arnually monitor and report on ESLH

expenditicres and improve velated internal
controls.

Results: Successfol. The FY 1999 Environment, Safety,
and Healsh Budget Plan was isswed in May 1993, The
issuance of this report of planned expenditures relating
to ES&H completed the planned action for FY 1998,

The Unicall guidance issued by the: Chief Financial
Officer for FY 2000 contains a reqrrirement that field
organizations report in October 1993 the stabws of
“execuion year” budgeting for prior ES&H
commitments. The review of this information by EH-73,
in FY 1998, will provide the foundation for determining
what kind of improvemenis to present intamal controls
are appropriaie.

Assessrnent: Fully Smecessinl

CM 1.3 ENSURING EMPLOYEES ARE
QUALIFIED IN THEIR ES&H

RESPONSIBILITIES
Agsessment: Fully Swecesstul

Deseription: Ensore that all DOE employees are
appropiately traned and eechnically competant
commensucate with theic ES&H Responsibilities.
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O Success will be measured by making progress on
implementing the Technical Qualificarions
Program, by increasing the percemtage of
emplovees who are certified from A5 percent in
FY 1997 to 75 percent in FY 1988, towards a gool
of 90 percent of the 1,750 covered employees by
FY 2000.

Resulis: Worling with senior technical managers
thronghsout the Department, Human Resonrces produced
a revised Implementation Plan for the Dafense Noclear
Facilities Board Recorrumendation 93-3 which was
approved by the Secretary. The revision focuses on
improving technical workforce competency and includes
perodic assessments of HQ} and Field Office Technical
Qualifications Programs by an independent Federal
Technical Capability Panel which reports to the Deputy
Secretary. Inmitnal assessments will be completed by the
end of October 1998.

Asgecement: Suecessinl

CM 1-4 INVESTIGATING FEASIBILITY OF
INDEPENDENT EXTERNAL
OVERSIGHT OF SAFETY AND
HEALTH AT DOE SITES

Assessment: Fully Successful

Description: Work with the Nuclear Regulatory
Commission and the Occupational Safety and Health
Administration to svaluate the costs and benafits of
independent external regulation of safedy and health.

O Success will be measured by conducting three
NRC/DOE pilot projects 1o assess the DOE
Jocitities against the standards thot NRC believes
would be approprigte to ensure radiological

Scfety.

Resulis: The Department and 1he Muclear Regulatory
Commission (NRC) have worked closely on a joint pilot
program to determine the costs and benefits that would
be associated with external regulation of DOE nuclear
facifitics. Toree pilots are neanng completion: one at
the Lawrence Berkeley Mational Laboratory, and two
others at facilities at Oak Ridge and Savannah River.
DOE has also worked with the Occeupational Safety and
Health Administration (OSHA) to address worlker safety
issues, particularly at the Lawrence Berkeley pilot, The
Dezpanment will forward a repoit to the Congress by

March 31, 1999, cutliniag the resulis of the Lawrence
Berkeley pilor.

The pilots have highlighted a nomber of significant,
unresolved iszues inchading: ascertaining whether DOE
ar its contractor should most appropriately hold a
license; difficuldies in assessing Fzezlity design under
NRLC standards in some older facilities because we lack
original construckion plans; the extent to which older
facilities can be “retrofitted” or upgraded #o meet NRC
stanlards; applicable requirements for safepuards and
security, and deactivation and decommissioning; amd
CUst.

Neaxt steps are to work with the NRC, Congress,
stakeholders, and others to reexamins the extent of
untesclved 15sues,

Assessment: Fully Soccessiul

CM 2-1 INVOLVING STAKEHOLBDERS IN THE
POLICY-MAKING PROCESS

Assessment: Fully Saccessful

Drescviption: Fosier strong partnerships with
neighboring DOE communities, regulators, and other
stakeholders to determine pricrities and solutions.

0  Success will ke measured by:

» Performing an analysis af public participation
training needs ar all 11 Operations/Field Offices.
and Initiating o public participation training
pragram for Headguarters and field managers 1o
enhance stakeholder involvement in DOE decisions.

Resulis: The needs assessment was conducted and a
DOE-wide training program has been developed and
initiated. Betwesn June and Augwst 1998, six training
courses in communicating with the public and managing
public participation were conducied at Headquariers and
in the field (Savannah Biver, Albuwquergue, Oak Ridge
and Rocky Flats) for the Dapury Assistant Secretatiag,
technical staff members, program/project managers, and
public affairs and pubiic participation staff.

Assessment: Fully Successful

» Condiscting a series of regional and naticnal
stakeholder workshops fo Increase public
involvement in crosscitting EM issues. The
workshops will be attended by advisory board
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members, State and local gavernments, Native
American Tribes, and other stakeholders across the
couriny,

Resulis: During FY 1998, national meetings for
galiciting public involvement in the EM program were
conducted for the EM Site-Specific Advisory Board
Chairs, State and Tribal Government Wacking Group,
National Association of Attomneys General, and National
Govemors' Association. In Jupe 1998, two regional
“Intersite Discussions™ for DOE stakeholders across the
country provided a unique opportunity for stakeholders
from advisory boards, Native American Tribes, Stae and
Jocal governments, interest groups, and members of the
public to discuss upcoming DOE decisions on nuclear

materials and waste management from a national
perspective.

Assessment: Successiul

* Responding to an estimated toral of 500,008 public
requests for information and documents from ihe
Cemter for Environmerval Management Infarmation
within an avergge af 'wo business doys per request.

Results: As of Septamber 30, 1998, the Center for
Environmental Management Information responded to
1,176,581 public ingquiries ¢n the EM Program within
two buziness days,

Asgessment: Fully Successiul

CM 2.2 IMPROVING COMMUNICATIONS
WITH CUSTOMERS AND THE PUBLIC

Assessment: Sucoessiul

Pescripiion: Increase customer and public awareness of
DOE's mission areas by improving the quality,
timeliness, frequency, and sufficiency of information
disseminated on the Department's functions, successes,
kessons leammed, and folore activities.

8O  Suvccess will be measured by:

* Reducing the Freedom of Information Act backlog by
15 percent and the average case age by 25 percent,

Results: The Freedom of Informadion backlog has been
reduced by 15 percent through September 30, 1998,

which meets the goal.

Howevar, the avarage case age of raquests has only besn
reduced by 15 percent through September 30, 1992, The
cases eifecting this success measure invelve information
that is classified and requires reviews by other agencies
which slows down owr process. Therefore, we were
unable 10 fully achieve this patt of the commitment.

Agsessment: Successful

« Improving the quality and volume of information on
DOE's Worid Witde Web xite as indicated by
iwser-inferest through numbers of home poge visits,

Resulis: We have achizved an increase each quarter this
fiscal year over last fiscal vear in the number of DOE
Home Page visits, For example, the first quaster showed
an increace of over 34 percent, second quarter 38
percent, 3rd quarters increased 32 percent, and 4th
quarter increased 3% percent. Users have besn impressed
with the quality of our Home Pages.

Assessment: Fully Successful

€M 2.3 INCEEASING OPENNESS WITH THE
PUBLIC

Assessment: Partially Successful

Descripltion: Increase openness with the public by
prodently declassifying information about the
Department’s activities while maintaining a balance with
the Nation's security.

O Success will ba measured by:

+ Reviewing for possible declassification and ralease,
3,050,000 pages of DOE documernts under Executive
Order 12238 bringing the total pages reviewed to
8,460,000 which is 60 percent of the DOE's

historically significant records 25 years or older.

Resulis: We estimate that approximately 1,600,000
pages will be completed by fiscal year end out of the
anticipated 3,950,000 pages For possible declassification
and release. 'We were not completely successiul becanse
of the unforeseen reduction in funding, diversion of
cotical resources to ongoing litigation, and new reviewer
training, Thiz mzasure of success was established prior
10 the Congressional reduction in the FY 1998 budget
and the diversion of resources 1o other critical efforts
{e.g., litigation).

Assessment: Partially Successful
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v Implententing "National Security Information,
Olassification and Declassificarion(Title 10 Code of
Federal Regulations, Part 1045} through conducting
mwo on-site reviews of other apency Restricted Daig
programs.

Results: This performance measure was not
accomplished in FY 1998 due to the resignation of the
"Outreach Coordinator,” whe was responsibie for
conducting the onsite reviews. At present, the Office of

Declassification i in the process of filing this cotical
VACANCY.

Assessment: Unsuccessful

M 3-1 IMPROVING MANAGERIAL
PERFORMANCE AND
ACCOUNTABILITY

Assessment: Fartially Successiul

Deseriptiot Improve deciston-making, ensure
accountability, maximize Departmental resources, and
achieve imended resulis by corporaiely managing the
Department's mission, funclions, and activities.

O  Spceess will be measurad by

o Wilizing mechanisms such afs senior level corporate
and business line management councils, a DOE chief
aperating afficer, and performance- based
management to foster sirategic direction, enfance
programmatic integration, and improve
Headguariers and field operations.

Resuolts: The Policy Otfice 15 actively pursuing both
imemal and extenal advice and consultation on SMS
improvement. The Assistant Secretary for Policy
solicited such information from all Departmental
elements in May (998, Additional meetings were
scheduled with the Deputy Secretary and the Secretary’s
Executive Advisory Board.

The Policy Office hag been sporsosing the
Performance-Based Management Special Interest Group
{PEM-SIG) of the TRADE organization. That group
sponsored a two-day workshop on performance-based
management in Washington, DC, attended by
approximately 60 people.

The Policy Office also participated on the Businsss
Management Qversight Process (BMOP) steening group
and is leading the assessment of BMOP. The BMOP has

established perfformance-baged oversight objecrives and
measures far FY 1997 between Headquarters functional
offices and the field offices. As part of the process, (he

field offices condocied self-assessments and seported on
them by Janoary 31, 1998,

The Policy Office is working with a CFO-lad t2am to
integrats annuel reporting into an “Accountability
Report” per OMB's recommendation.

Finally, the Policy Office has been hosting the Stratsme
Management System (SME) steering proup's weekly
mestings to coordinate strategic ditection for the
Department. The SMS steering group iz establishing the
process for the FY 2000 internal review budgat (IRB)
decision-making.

However, we cannot demonstrate enhanced
programmatic integration or improved operations.

Assessment; Partially Successful

+ Establishing annual Secretarial Officer Performante
Agreentents that are linked to the Secretary’s
Performance Agreement with the President.

Results: The development and finalization process for
the FY 1998 agreements was slow. By the end of
Jemuary 1998 only three offices (NN, RW, and HE) had
submitied their proposed agreements, and it tock nearly
nine months of the year to sign nine agreements oot of
the 2¢ expecied. In addition to these nine, six
agreemnents were developed but wens not rviewed and
signed. The agreements were expected to includs
commitnenis made i the agreament with the Prasident,
bue were 10 include additional commitments that
Secretarial Officers were willing to make to the
Secretary. With a few exceptions, these agreements were
redundant with the Secretary's Agreement with the
President. Having the same Information in two places
posed the problem of ensuring all changes made in the
President's agreement were incorporated in the
Secretanial Officar agreement. Many offices resisted the
development of these agreements as they did not ses it
adding valve. The agreements were not used to discuss
management issves, do performance appraisals, or hold
managers accountable.

We are racommending that the Department not eontinoe
with Secretarial Officer Agreements in FY 1999, and
imstead, devote greater emphasis and resources on
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evaluating what is reported against the Secretary's
Agreement with the President.

Aszsessment; Partially Successfnl

» Expanding the Corporate Execntive Information
Syster to provide senior management a
Headguarters and field offices with timely and useful
management information.

Results: Further deployed the Corporate Executive
Information System to Headquaners and field offices to
provide senjor management immediate access to
Departmental Business Information for analyses to
suppoxt the decision making process as well as summary
level reporting and inquires. Utilization of the Corporats
EIS has been expanded durmg FY 1998 to include 2 total
of 11 Headguartess® Program Offices, 10 Headquarters®
Administrative Offices, and 14 field offices.

The CFO's Financial Data Warehouse is currently
completing their pilot phase and expanding its vser base,
Once the user base is expanded, the Financial Data
Warehowse will provide an additional resource to satisfy
internal reporting requirements.

A Business Management Information System (EMIS)
Strategic Information bManagement (SIM) process was
inftiated in FY 1998. The purpose of the SIM process is
to look at business procesees and develop an Information
Technology Investment Business Case.

Assessment: Fully Snccessfol

« Developing annnol performance-baved budgets by
using DOE's corporate Strategic Management
System to link resource requirements to five-year
plans, make independent project validaiions, and

perform cross-cutting program evaluations.

Results: The Chief Financial Officer and the Assistant
Secretary for Policy and International Affairs published
puidancs for the preparation of five-year planning
summaries in suppost of the FY 2000 Corporate Review
Budget {CRB)Y. This guidance was endorsed by the
Dreputy Secretary and published on March 30, 1998,
The issves identifizd in this process were partially used
to shape the FY 2000 budget. Cross-cutting program
avatpations were not performed, However, the budgat
was prepared and submitted to OME oo time with an
annual performance plan addressing FY 1998 resolts,

final FY 1999 commitments, and proposed FY 2000
comImitments.

The FY 1999 Congressional Budget was developed by
linking the Depariment's strategic planning process to
perfarmance-based planning and budget proposals. The
CFO's FY 2000 Field budget guidance required the Fisld
to submit performance-based budgets. Field offices were
directed to work closely with Headquarters programs in
develaping supporting performance measurss. Guidance
required that constaction projects be indepandently
validated before approval of funding during the CRB
process. Cross-cutting program evalvations will also be
appraised on their fulfiliment of the President's strategic
objectives during the CRB.

Assessment: Partially Successful

CM 3-2 USING PRUDENT CONTRACTING AND
BUSINESS MANAGEMENT
PRACTICES

Assessnent: Fully Swecessint

Description: Use prudent coniracting and business
management approaches that emphasize resulis,
accountability, and competition; improve timeliness;
minimizs costs; and ensure customar satisfaction,

O  Success will be measored by:

v Preparing and subminting Department-wide audited
financial statement with an unqualified opintion to
the Office of Management and Budger by March 1,
1998

Resnlts: The Department-wide audited financial

statements were provided to OMB by March 1, 1998,

and received an unqualified andit opinion. The

Department was one of cnly two Federal agencies to

receive an "A" on our report card.

Asgesanent: Fully Suecessful

* [nereasing the number of competitively awarded
contracts for major DOE sites gnd facilities from 13
ta 16 by September 1908,

Resulis: As of the end of FY 1998, over 20 compelitive
contracts for major DOE sites were awarded which
exceeds our goal.

Assessmnent: Fully Successiol
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v Converting ofl management and operating coniracts
awarded in FY 1998 1o performance-based
mranagemernt contracts.

Results: All Management and Operating (M&0O)
contracts extended or competed in FY 1998 were
converted to performance-based contracts.

Assessment: Fully Successful

* Hiring o privatization director, devefoping o
Department-wide privatizition strategy, and
identifying and pursuing privatization opportynities.

Results: The Secretary named a Darector of the newly
restroctured Contract Reform and Privatization Project
Office in March 1993,

Azsessment: Fully Successful

v Applving business process reengineering to the
highest priority procurement processes by September
I%98 with a goal of reducing cycle time by 30
PErcent,

Resules: We have been applying huginess process
reengineering eifons for all of our procurement processes
and have achieved a 40 percent cycle time reduction for
suppont services competitive procurements and a 30
percent redection for 34 procurements.

Assessment: Fully Successful

» Mmproving Federal procurement and property
management employee skills by establishing a
contracting werkforce developptent program by
Septenber 1998

Results: Career development programs have been
established for both procorement and property
professionals and conrses started being offared in the
suminer of 1993,

Assessment: Fully Successful

« Implementing an autondied system to irack arnd
measnre coniractor performance by September 1998,

Rezulte: The Automared Past Performance Data Bass,
which tracks DOE contractor performance, has been
installed throughaut the Department. 'We have enhanced
the system by web enabling it 10 make it Internet based

and more user friendly to the Department’s Contracting
Officers.

Aszsessment: Fully Successful

CM 3-3 CONTINUING THE STRATEGIC
ALIGNMENT INITRATIVES TO
STREAMLINE AND RE-ENGINEER

Asgesement: Fully Snecessinl

Deserlption: Continue to streamline and improve
operations, further reduce overhead expenditures, and
tacilieate additional workforce reductions while aiding
aifected employees and cormmumities,

O  Success witl be measured by realizing annual
Strategic Alignment Initiative ravings
coptmitments totaling $1.7 billion by the end of FY
2000 by:

» Achigvirg DOE siaffing rarget of 10,873 by the end
af FY 1998, g reduction of 294 FTEx from the FT
1997 end-of-year level.

« Consolidating Heodguarters personnel into six
locations by the end af FY 1998 and achieve 53.8

million savings in rent.

* Saving 361 million by reengineering information
managgement bisiness processes,

* Reducing technical and support service coniracting
obligations helow % 610 million.

+ Returning 1o the Treasury ar least 313 miilion
through the sale, transfer, re-use, or disposal of
vnneeded marerlals, facilities, lond, and other assets.

Results: We are ahead of schedule with savings of over
$1.4 billion against the FY 2000 goal of $1.7 billion.
Following is the st3tug of the five key measures: (1) The
On-board SAI staffing count, exeluding the Power
Marketing Administrations and Federal Enecgy
Regulatory Commission, was 10,355 as of

Sepember 12, 1998, which is 519 below the end-of-year
goal of 10,874; (2) We reduced the Headquarters
building inventory from eight to six bocations and saved
$3.83 miilion in rent; (3) Savings from menginearing
information management business processes 1§ over

569 million for FY 1998; our cumulative savings of
$259 mullion has alvsady excerded the five-yoar goal of
5245 million; {(4) ‘We reduced our use of support service
contracts $200 million below the $610 million ceiling
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goal in FY 1998; and, (5) The Office of Woerker and
Community Transition (WT) has been monitaring the
Department’s sale of excess assets with regard o
meeting the $15M goal by the end of FY 1998, The sale
of the Naval Petroteum Reserve alone vielded over 53
billion and exceeded the original goal. The Deputy
Secretary, in an Aogust 17, 1992, Memorandum,
refocused and modified the original SAI goals for this
effort and has closed this out as of the end of FY 1008,

Assessment: Fully Snccessful

CM 3-4 IMPROVING HUMAN RESOURCE
PRACTICES

Assessment: Fully Snecessfal

Description: [mplement qeality management primciples,
valuoe diversity. and continus to improve homan
res0uTCes systenns and practices.

O  Success will be measured by:

» Hiring 20 Welfare-to-Work reciplents by the end of
FY 1998 rowards the gaal of hiring 55 by FY 2000.

Resulis: Through the end of FY 1998, the Depaniment
has hired 40 former welfare recipients (FERC has hired

an additional one), which exceeds the goal of 2. We are
oo track to hire 55 by the end of FY 2000,

Assessmeni; Fully Successful

+ Implementing a DOE-wide employee accessible
automated personnel sysiem by December 998,

Resulis: Implementation of the Corparate Homan
Resource Information Sysiem (CHRIS) is en target for
providing 2 new antomated system for processing
personne] actions, With the: completion of Phase I
activiey, a solid foundaticn of empiayes and position
information will axist from which employeses and
Manapers can access a varisty of information by
December 1992. A phased approach to direct
information access, to include employes self-service
centers at appropriate locations across the DOE
complex, will be otilized until program and field offices
have the hardware and sofiware infrastructure in place o
enable desktop access for every employee and manager.

Assessment: Successful

« Expanding the use of Afrernate Dispute Resolution by
30 percent compared ic FY 1997 in mediation of
workplace disputes such as EEOQ complaints and

2rievanceas.

Resulis: The use of Allernate Dispote Resolution has
been expanded and the Office of Dispute Resolution has
had over 40 cases referrsd for mediation through the end
of FY 1998. This is an increase of aimost 100 percent
which exceeds the fiscal year goal.

Assessment: Folly Successful

+ Using the Malcom Baldrive, President's, or Energy
Ouality Award Criteria, demonstraling comtinuois
erganizational improvement by achieving
self-assessment scoves of af feasr 300,

Results: We incraased our avarage score from 356 in FY
1997 to 457 in FY 1998 which exceeded the goal. The
metric nged is 4 composite spore calenlated from using
the median scores of each applicant for each category,
and then summing over the seven catagories. In this way,
we get a consistent measure from year 1o year.

Assessment: Fully Successful

CM 3-8 APFLYING BUSINESS-LIKE
PRACTICES TO MANAGEMENT OF
DOE PROJECTS AN ASSETS

Assessment: Successiul

Deseription: Stengthen the management of projects,
materials, facilities, land, infrastructure, and other assets,
to ansure safe, sound, and cost- effective operations,
appropriate maintenznce of sites, and to ensure intended

project results.
3  Suvccess will be measured by:

* Meeting established projecy scope, schedule, ond cost
baselines by adopting systems based on industry and
government best project management practices,

Resalts: The Department's feid offices are using CM3-5
o srengthen project management systems wsing best
practices in planning and control of project scope,
schedule, and cost baselinas. Currently, operations
offices are reporting they are attaining their anayal
praject scope, schedule, and cost goals on projects; the
overall avarape 94.1 percent calevlated iz an indicator
that best practices based on systems vsed in industry and
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governmeant are in use. Several examples of hest
practices being used include:

- asile-wide configuration management system has been
implemented at Savannah River Office;

- bi-weekly safety and performance site walk-throngh
audits are conducied at arsa offices in the Chicago
Operadons Oifice;

- asite wide sysiam to measure progress toward meeting
the baselines for both cument {execution year) as well
as life ¢ycle 15 in use at the Richland Operations
Office;

- afirst-of<its-kind contract which talees advantage of
existing maierial assets to offset the cost of doing work
by the contractor is now underway at Oak Ridge
Qperations Office .

Assessment: Successiul

» Conducting anmuel business management
self-assessmenty 10 ensure thai sifes are maximizing
their rasources and mainiaining safe and secure
operations.

Resulis: All operations offices report employing
ON-ZOiNg project management systems self-assessment
and review processes,

Assessment: Successiol

CM 3.6 ENSURING THE DEPARTMENT'S
INFORMATION SYSTEMS ARE BASED
ON COST EFFECTIVE TECENOLOGY
SOLUTIONS

Assessment: Suceessiul

Description: Utilize, under the angpices of the Chief
Information Officer (CI10), an integrated
Department-wide framework for planning, budgeting,
evaluating, and implementing information management
requirements fo reduce costs and improve operations.

O  Success will be measured by:

« Establishing, by October 1997, the Capitatl Flanning
fnformation Technology Investment Board and
operationalize the requirements of the
Clinger-Cohen Act of 1995,

Results: The Executive Commiiies for Information
Management (ECTM) approved the Chanter in Apqil

1998 zssigning the Capital Planning Information
Technelogy Investment Board responsibilitias to the
ECOd. I additicn, they appraved a two-tier approach to
capital planning at the Department. The
recommendation will be presented o the Office of
Management and Budget {OMB) in October 1998, The
Departsent is implemeniing the DOE Information
Technalagy eapital planning process.

Assessment: Successful

+ Starting the implementation of & five-year
infarmation management plan and producing annual
eperational plans as part of the Department’s budget
PreiEss.

Resnlts: The five-year plan for information management

is reflected in the Department’s Information
Managememt Strategic Pian which was prepared in
September 1987, Tt iz updated appraximztely every three
years. Implementation was begun the first quarter of FY

1998 with teams established for each goal and statns
given on the implementation at the goarterly Infetmation
Management (IM) Council meetings. Annuoal operating
plans are prepared in the September timeframe and we
prodnced one in September of 1998 for FY 1999,

Assessment: Fully Successful

« lmplementing, by Jankary 19938, a Department- wide
information architecture with supporting standards
to foster $100 million in cost avoidances over the
next five vears.

Results: The Depariment-wide Information Architecture
(defined in Volumes I-IV and 3 Standards documents)
pegan implementation with the poblication of the
Guidance document in April 1997, Information
architectores are being completed in four pregrams and
five field sites. Additionally, information architectures
are being developed/implemented at seven centractor
sites. Cost savingsfavoidances atribuied co the
Departmental information architecture inclode savings
from wsing the TELIS contract, the Corporate Human
Resonrce Information System (CHRIS), etc. We are on
track ta save $100 million over the next five years.

Assessment: Successful

150
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« All Deparimental glements implementing Year 2000
century date change compliant mission-essential
compuler systerms In accordance with the milestones,
euidance, and procedures established by the C10.

Resuits: The Department is slightly ahead of its
implementation timealine, Each Program Office is aware
of the importance of the year 2000 effort and i working
te be compliant according 1o our timeline, Secretatial
Officess will inform the Deputy Secretary of milestones
that have been missed or are projected to be missed
based on discussion at the Exacutive Commitias for
Information Management (ECIM). The CIO wili
continue to repord year 2000 status. The next reporting
cycle for the Office of Management and Budget is
November 15, 1993,

Assessinent: Successful

CM 3-7 MANAGING DIVERSITY TO ACHIEVE
THE DEPARTMENT'S MISSION

Aszessrment: Parllally Successiul

Deseription: Creats a model organization that fasters
and embraces divenity by committing to equity,
inchusion, epportunity, accommadation, and
non-discrimination.

0  Success will be measured by:

+ Conducting an employee needs survey in order to
enhance diversity and determine future strategic
direction.

Resulis: We have conducted a random sampling of
approximately 300 HQ employees, with approximately
more than one-half tetusms. We must now review the
survey rasponses and analyze the results. This analysis
will play 2 key role in determining future diversity
strategics.

Assessment: Partially Successful

* Evaluating contractor plans and performance to

assure full implementation of the Diversity Contract
Clauge,

Regults: One pew management and operating contract
awarded January {, 1998. Evaluation of contracior’s

plan and performance: is scheduled for January [999. ED

will gather data on Diversity Conmact Claose
implementation on mew contracts 2s they are awarded

At this Gme, it i5 too early 10 assess the outcome
provided.

Assessment: Unspecified

» Diversifying America'’s science workforce by
enhancing cpportunities for minerity educational
insritutions and increasing their awards by 20
percent pvar FY 1997,

Resolts: The Department was cormmitted to achieving its
leng-term goal to enhance opporiurities for minerity
educational institutions by targeting $93,494.400 (a 20
percent incréase in funding over 1998) to diversify
America’s science workforce. The ineent was t integrate
more minonty educational institutions with ovur technical
and scientific operations. However, the goal was
unsuccessiul becanse Departmental program offices
failed to meet the projected funding goat for the overall
program. As a resulk, actual funding levels indicated a
significant decrase from the FY 1998 target levels,

However, more effeciive goals and strategies will be
developed with the objective of achieving our overall

targets.
Azzessment: Unsuccessful

CM 3-8 MANAGING CONTRACTOR WORK
FORCE RESTRUCTURING

Assessment: Sueeessful

Descriptton: Mitigate the impacts on workers and
communities from contractor work foree msimuctonng
and assist community planning.

3  Success will be measured by:

« Implementing a single Pepartmens-wide automared
cortractor workferce emplayment data sysiens.
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Results: The Work Force Information Systern is in ils
final development stage. User training has been
provided to DOE and contractor employees in
Washington, D.C.; Oak Ridge, TN; Las Vegas, NV, and
Alboqeeryue, NM. The user training conducted at
Albuquerque incloded DOE and contractor personoel
firom the following Federal sites: Albuquerque, Idaho,
Oakland, and Ohio. Also, sevarel contractor personnel,
reporting to Richland, Rocky Flats, and Savannah River
Offices, wers in atiandance,

Assessmnent: Successful

s Achieving annual recurring cost savings from
separaied workers thar are at least three rimes the
one time cost of separation.

Results: The Depactment estimates that within this
fiscal year there have been approximately 3,000
separaiions across the complex with separations costs of
approximately $50 mitlion and an estimated total cost
savings of $215 millicn, aratioof4.3to 1.

Assessment: Fully Suceessful

* Supporting local community transition acrivities that
will create 8,000 fo 12,000 new private sector jobs by
the end of FY 1998,

Besults: As of June 30, 1998, over 14,000 jobs have

been created or retained. These figures were verified by
the indepandent aszezzment performed by Booaz-Allea &
Hamilton, Ine., at the direction of the U.S. Congress.

Assessment; Fully Successful
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Inspector General’s Report on Infernal Controls

U.S, Depariment of Energy
Office of Inspector General
Office of Audit Services

REPORT OF THE OFFICE OF INSPECTOR GENERAL
ON THE DEPARTMENT'S INTERNAL CONTROLS

The Secretary
.S, Department of Encrgy

We have audited the accompanying consolidated balance sheets of the ULS. Department of Energy (Department) as of
September 30, 1998 and 1997, and the related consolidated statements of net cost, changes in net position, budpetary
resources, financing, and custodial activity for the years then ended and have issued cur report thereon dated Janwary 5,
1999, We conducted our awdits in accordance with generally accepted auditing standards, Government Auditing

Standards issued by the Comptroller General of the United States; and Office of Management and Budget (OME)
Bulletin Mo. 98-08, Audit Requirements for Federal Financial Statements, as amended.

In planning and performing the awdit, we considered t#he Departoent’s intemnal controls over financial reporting by
cbtaining an understanding of the sigoificant internzal contrel policies and procediires, determining whether they had
been placed in operation, assessing control risk, and performing tests of conmols in order o0 determine our anditing
procedures for the purpose of expressing our opinion on the financial statements. Our procedures were not desigmed to
pravide assurance on the internal controls over financial reporting. Consequently, we do not provide an opinion on
internal controls.

Char consideration of the intemal controls over financial reporting would not necessanily disclose all matters that might
be reporiable conditions. Under standards issued by the American Instituee of Certified Public Accountants, reportable
conditions are matters coming to our attention relating to significant deficisncies in the design or operation of the
intarnal controls that, in our judgment, could adversaly affect the Department’s ability to record, process, summarize,
and report financial data consistent with the agsertions by management in the financial statements, Material
weaknesses are repottable conditions in which the design or operation of one ar mars: of the intemal contsol
components does not reduce to a relatively low level the risk that misstatements in amounts that wouid be material in
relation to the financial staterents being avdited may occor and not be detected within a timely period by employees in
the notral course of parfarming their assigned fonctions.

We noted certain matters, discussed in Exhibits I and IT to this report, involying the sysiem of internal controls and its
operation that we consider to be reportable conditions. We considered the condition reported in Exhibit to be a
material weakness.

In addition, we considered the Departmant’s internal controls over Required Supplementary Stewardship Information
(RS8D). Our consideration included determining whether the interal controls over RSS1 had been placed in operation,
rssessing control risk, and performing tests of controls as required by OMB Bulletin No. 98-08, as amended. Oor
procedures were not designed o provide assurance on the internal controls over RSSL  Accondingly, we do not provida
aszurance on such controls.

Finally, with respect to intzmal controls related to performance messures reported in the Overview to the FY 1992
consoldated financial statements, we obtained an vnderstanding of the design of significant internal controls relating
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to the existence and completeasss assertions as requirsd by OME Bulletin No. 98-68, as amended. Cur procedores
were not designed o provide assutance on internal controls over reported performance measures, snd accordingly, we
do not provide an opinion op such controls. However, we noted certain significant deficiencies in the presentation of
reported performance measures, which are discussed in Exhibit II. In our judgment, these deficiencies could adversely
affect the meaningfulness of the programmaiic performance measures presented in the FY 1998 consalidated financial
statements.

The audit also disclosed a number of other conditions r=lating to the Depantment’s internal controls that we did not
consider to be reportable conditions and that did oot matenally affect the Departinant's financial statemants. These
metters will be communicated to the Chief Financial Officer and to the heads of field elements in saparte reports. The
recommendations made in these reports ase desigred to strengihen internal contrels or improve operating efficiencies.

In evaluating intemal controls, we considered matters reported by the Department in compliance with the Federal
Managers' Financial Integrity Act of 1982, our pricr and current audit reports, and cther independent auditor reports on
financial matters and internal accounting contrel policies and procedures. The Appendix to this report lists opecational
audit reports pubhished by the Office of Inspector General dunng Fiscal Year 1998 that were considered n our
evaluaton of interal controls.

This report is intended for the information of the management of the U.S. Department of Energy. OMB, and the
{Congress. However, this report is a matter of public record and its distribution is not limited,

e of g Strtc]

January 3, 1999
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Exhibit 1.
Material Weakness Finding and Recommendations

nmen ediati abilities

Background: The Depariment's estinnate of snvironmental Liabilities should ceflect fuiure costs associated with
remediation of environmental contamination exisking as of e last day of the fiscal year. As of September 30, 1998,
the Depariment reported total environmeatal liabilities of $186 billion. The Environmental Management (EM]} portion
of this environmental liabilities estimate accounts for over $145 billion tn liabilities. The EM portion of the estimate
was primarily based on an analysis of the techinical scope, cost, and schedole required o complete remediation of
snviranmental contamination. This estimate was communicated in Jane 199% by EM's Accelerating Cleanup: Paths
to Closure (Paths to Closure). Paths to Closore includes cost estimates for completing 353 separate projects as 12
different Departmantal sites.

Paths to Closure reflects the most recent evolution of the Depariment's efforts to estwmate the scope, cost, and schedule
ta complets the cleanup program. The Depariment deserves much credit for its effarts; however, additional
improvements are needed. These efforts began with the first Baseline Environmental Management Report (BEMR)
isswed in 1995, This was the first systematic effort to document the scope and Life-cycle costs of the cleanup program
and formed the basis for the Department's environmental liabilities estimate for the Fiscal Year 1995 consolidated
fimancial staterments. A szcond BEMR was issued in 199G and was the bagis for Fiscal Year 1996 consolidated
financial statements.

During the laster part of Fiscal Year 1996, the Department embarked on a new vision and strategy for addressing the
environmental cleanup of its sites. This new steatagy was reported in a June 1997 Discussion Draft, Areelerating
Claanup: Foctis on 2006 (2006 Plan). The 2006 Plan foltowed up on efforts to improve the BEMR process and waz
designed 10 accelerats cleanup and redoce costs, The 2006 Flan, which evelved inte the Paths to Closure, provided
project-by-project wock plans af ¢ach site. Compered to the original BEMR eifort, the 2006 Plan and the Paths to
Closure were more project-driven and used site-specific, end-state assompiicns.

Although efforts were made to improve the 2006 Plan over the BEMR, last year the Office of Inspector General

reported a matenal weakness regarding the contrels over estimating the Department's environmental Liabilities.
Specifically. the 2006 Plan data was not updated be fiscal yearend. Also, Headquearters' comments questioning the
completenesg and accuracy of the 2006 Plan were not addreszed, and the 2006 Plan did oot contain provisions for
imeartainties surroumding potential delays and capacity issnes at planned waste disposal sitas and the availability of
privatization funding.
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Exhibit 1 (continued).
Material Weakness Finding and Recommendations

Fimding 1: Cost Estimates for Envirommental Lishijlibes

The Department's estimate of snvironmental liabilities should be adequately supported, complete, and updated
periodically when thers is #vidence that & material change has cecurred.  As a component of its overall system of
intemal controls, the Department is responsible for establishing controls to provide reasonable assurance that estimates
supporting accrnals of unfunded £nviconmental liabilities are complete and readily verifiable. The Department’s
sysiem for estimating environmenial remedigtion costs did not completely and accurately caprore the Department's
environmental liabilities as of September 30, 1998, EM cost estienaiss were not always supported, complete, or
updated. The following are examples of the problems our audit identified.

At the time of our review, the Department could not provide adequate docementation to support the ¢ost estimates and
cost estimating methodologies for 7 out of 28 project cost estimates tested. The seven project cost estimates had
insufficient or no support. Specifically, maragement could not determins the methed vsed to create the estimate or
the support provided differed materially from the Paths to Closure estimates. In response to this finding, the
Department developed new sstimates for three of the seven projects that were not adequataly supported.

Valid environmental liabilities were excluded from the estimate. These costs were for security, waste disposal, long-
term storage of surplus special nuclear materials, long-term surveillance and monitering, and decontamination and
decommissioning. In addition, we identified costs that should not have been included in the eavironmental
liabsilities estimate. These costs were primarily for non-EM newly generated waste. In addition, the environmental
liabilities estimate contained costs that were also eeported in a separate financial statement line item as contractor

post-retirement benefits. In response to this finding, the Depanment made several adjusiments to the
environmental liabilities estimate to address these issues.

Paths to Closure project cost estimates weare based on data submitied to Headquarters in February 1998, They were
not fully updated through the end of the fiscal year for significant changes. Changes have been made in
contracting strategies and technical approaches since the February submittal. However, the Departinent had not
adequately evalvated the impacts or made appropriate adjustments. Also, the approval process used to update the
cnst estimate at fouor of the six operations/field offices tested was either not in place or was not operating
effectively. Tn response 10 this finding, the Department made several adjostments that addressed updating the
environmental liabilities estimage.

Eztablished cogt estintating gwidelines were not consistently applied. Such guidelines were not always used for
calculating contingency and site overhead costs.

While the Department has taken some corrective action, enhapcements 1o the overall system of intemal controls are
still necessary. The Department needs to snsure that its environmental liabilities estimate is fully supported, complete,
and updated for matenial changes. Without such enhancements, there is inereased rigk that a matetial misstatament of
the Department’s environmental Rabilities sstimate existed andd wag not detacted.
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Exhibit 1 (continaed).
Material Weakness Finding amnd Recommendations

Recommendations:
The Acting Assistant Secretary for Environmental Management should institute a system of internal controls over the

Paths to Closure project cost estimates that will ensure the estimates are adequately supported, complete, and updated.
Specifically, the Acting Assistant Secretary for Environmental Management should:

1. Incleds in #s Paths te Closure updats guadance the fellowing requirements:

Cost estimates must be accompanied by adequats support that will be maintained throughout the 2udit cvele.

Cost estimates tnast be complete.

Before providing cost estimates to the ficld financial parscnnel, cost estimates must be npdated 1o fiscal yearend
for maresial changes in scope, costs, or schedule.

2. Cladfy guidance ci the vae of contingencies in cost estimates.

3. Inssicute a qualiny assurance or validation process at each site for the Paths to Closure process to ensurs that 1he
guidance s being followed.

In additicn, the Chief Financial Officer should direct field fipancial persennel to:

Review EM Program estimatcs and site specific Paths to Closure docomentation to identify valid costs excluded and
invalid costs included in site estimates in accordance with Federal accounting standards.

Work with site program officials to identify mateeial changes in scope, costs, or schedule for cleanup and initiate
adjustmeants to the site liabilitiez as appropriate,

Ensure baseline changes are incorporated in site estimates.

Managemeni Reaction:

Management generally concurred with the audit recommendatdons. The EM program indicated that it is actively
working to improve the quality of data to suppoert the environmental liabilities cost estimate by implementing a more
formal change control process to document revisions to project beselines and other supporting documentation. EM ig
also pursuing various baseline validation strategies. EM recognizes that more ngor i nseded regarding the level of
detail and inconsistencies of dak supporting the life-cycle cost astimate.  The iterative tature of this process will lead
i improved data quality and internal coniro! systems. In addition, the Cffice of Chief Financial Officer (CFO} has
agreed to collaborate with EM and bring an accounting perspective to identifying the Department's environmental
lisbilitiez, EM and the CFO intend to place additional emphasis on updating site estimates throngh yearend where
material adjusiments have occarred.

Auditor Comuments:
The Office of Inspecter General recognizes the difficulées associated with estimating the Department’s envirenmental
liabilities. Management's planned actions ars esponsive 60 cur recommendations.
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Exhibit 2.
Reportable Condition Finding and Recommendation

rm M. t Reportin

Backgrowmd: In accordance with OMB Bulletin Mo, 97-01, Form and Content af Agency Financial Siatements, as
amended, each annual financial statement should inchude a narrative overview of the reporting entity. This overview
should provide a clear and concise descrption of the reporting entity, its mission, activities, accomplishments, and
overall financial results and condition. It should alse include information on whether and how the mission of the
reporting entity is being accomplished.

The Department’s FY 1998 consolidated financial statements presentad performance measore data for #ach of the
Department's business lines in the Overview section. The performance data presented in FY 1998 was based primarily
an commitments dwn from the Department’s Strategic Plan and the Secretary's Performance Agreement with the
President. The Overview presented the Depantment's commitments, planned goals necessary to aceonnplish the
commitments, amd results achieved doding the fiscal year.

Oor FY 1997 audit of the Depariment’s consolidated financial statements identified that in many cases the usefulnass
of the programmatic performance measures presenied in the Overview to the financial statements was imited. (See
Office of Inspector General Repost No. IG-F5-98-01.} Management generally concurred with the recommendation and
agreed o take comective action to improve the presentaticn of the Overview and performance measures. Despite
efforts to improve the Overview, problems with its presentation continued.

Finding 2: Performance Measure Reporting

OME geidance requires the Overview to the financial statements to communic:te whether and how the Department is
accomplishing its missions using explicit measures of performance. OMB Bulletm No. 97-01, as amended, and
Statement of Federal Financial Accounting Concepts Na. 2 (SFFAC) requing that measures presented in the financial
staternents contain certain attributes in order to be useful o its readers. In addition, OMB gnidance requires that (1)
programmatic measures be organized to show how the program's major ohjectives and mosd valued attributes have
been achieved and (2) entities should strive to devefop and repart objective measures that, to the extent possible,
provide information about the cost effactivensss of programs, However, in many cases the meaningfulness of the
programmalic performance measures presented in the Overview was limited. For sxample, the Overvisw generally
axcluded:

Informaticn regarding the Federal Energy Regobatory Comimission and the Department’s Power Marketing
Administrations;

Cost-effectivenass attributes, as costs were not tied to outputs; and

Explanatory infonmation needed te help readers understand the significance of the measures.

We also found instances wheres the results reported in the Overview were not consistent with the financial statements as
follows:
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Exhibit 2 (continued},
Reportable Condition Finding snd Recommendation

The total FY 1998 bidgeted amount presented in the Overview did not agree with the Department's statement of
budgetary resources.

The Overview explained that methods were used to control the life-cycle costs of environmental cleanup as well as the
cperating costs for the Department. However, the financial statements showed that both the overall environmental
linbilities and the associated operating ¢osts increased during the fiscal year.

The meaningfulness of the perfomance measures was limited becanse the Department’s method of summarizing daca
from the Strategic Plan and the Performance Agreement with the President did not focus on the measurement of
performance against goals and, in many cases, eliminated essential detailed geal mformation. As a result, the
Departinent’s presentation method for the Overview Emited the readers' ability to asseas the Department's performance
during Fiscal Years 1997 and 1998.

Recommendaition:
The Chief Financial Officer, in conjonction with the Office of Policy, should ansure that the Overview communicates
whether and how the Department is aceomplishing both its long-$erm and short-t2rm goals and objectives.

Managzement Reaction:

Management generally concurred with the recommendation. The Department is commitizd to improving the Overview
and believes that the presentation of the [90F performance information is an improvement over 1997, The
Department intends to improve future reponts and increase the nsefulness of the performance information presentad in
e Overview. The Department’s next step 15 to develop performance measures ehat better present trend data as part of
the strategic planning effort in FY 1999,

Aupditor Comments:
Management's planned actions are responsive to our recammendation.
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Appendix.

Office of Inspector General Fiscal Year 1998 Audii Reports

Report

Number

IG-0412

[G-0413

1G-0414

1G-0415

1G-0416

1G-0417

1G-0418
1G-0419
IG-0420

1504321

1G-0422

1G-0423

1G-0424

1G-0425

1G-0426

1G-0427

Eeport Title

Audit of the Contractor Incentive Program at the Nevada
Operations Oifice

Audit of Fondiang for Advanced Radioisatope Power Systems

Andit of the Department of Energy's Management of Fiald
Comsactor Employees Assigned to Headquarlers and Other
Federal Ageacies

Andit of Departmental Receipt of Final Deliverables for Grant
Awards

Audit of Support Services Subcontracts at Argenne National
Labcratory

Audit of the Department of Energy's Management of Research
and Development Integralion

Audit of Altematives to Testing at the Tonopah Test Range
The Department of Encrgy's Peer Review Practices
The ULS. Department of Energy’s Sokar Enterprise Zone

The Depantment of Energy's Interagency Agreement With the
Mationad Instiiute of Environmental Health Sciences

The .S, Depariment of Energy's Participation in the
Parinership for a New Generation of Vehicles Program

Review of the TL5. Department of Energy's Information
Management System

Architect and Enginesring Cosis 2t Los Alamos and Sandia
Naiional Laboratoriss

The 1).5. Department of Energy's Facility Renese ar the Rocky
Hatz Environmental Technology Site

Disposal of Low-Level and Low-Lavel Mixed Waste

Department of Energy's Prime Contractor Fees on
Subcontracior Costs

Date Report Izsued

Oetober 24, 1997

October 17, 1997

December 5, 1997

December 4, 1097

December 23, 1997

March 3, 1998

March 13, 1998
April 6, 1998
April 24, 1998

July 17, 1998

July 21, 1998

Aungust 7, 1998

Aunguost 7, 1968

August 20, 1993

September 3, 1998

Sepiember 11, 1998
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Appendix.

Office of Inspector (zeneral Fiscal Year 1998 Andit Reports

Report
Number

CR-B-98-02

ER-B-98-0(

ER-B-98-02

ER-B-98-03

ER-B-98-04

ER-B-98-03

ER-B-98-06

ER-E-98-07

ER-B-98-08

ER-B-98-0%

WR-B-95-01

WE-B-98-02

HQ-E-28-01

Titke

Aundit of Management of the Laberatory Directed Research and
Development Program at the Lawrence Livenmore National
Laboratory

Audit of the Deacdvation, Decontamination, and Disposal of
Surplos Facilities at the Savannah Kiver Siee

Audit of Envirommental Monitoring and Health Physics
Laboratories at the Savannah River Site

Andit of the Union Valley Sample Preparation Facilicy ac Oakc
Ridge

Audit of Selected Government-fonded Grants and Contracts at
Princeton University

Andit of the Department of Energy's Contracts With Envirocare
of Utah, Inc.

Audhit of Fluor Daniel Fernald's Use of Temporary Service
Subcontractors

Andit of Personal Propsity at the Oak Ridge Oparations Office
and the Offtce of Scientific and Technical Information

Andit of the Cost Reduction Incentive Program at the Savannah
River Site

Audit of Disposal of Trittum Rasiduss at the Laz Alamas
Mational Laboratory

Audit of the Radicactive Liguid Waste Treatment Facility
Operations at ibe Los Alamos National Laboratory

The U.S. Department of Energy's Management of Associated
Western Univarsities Grant Programs

Andit of the U.S. Department of Energy's Value Enginesring
Program

Date: Report Issued

MNovember 14, 1997

October 23, 1997

Movember 3, 1997

MNovember 7, 1997

December 2, 1997

December 10, 1997

April 6, 1998

Apeil 6, 1998

Juns 2, 1998

July 20, 1993

Movember 19, 1997

Agpril 8, 1998

July 17, 1998
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Depattoent of Energy FY 1798 Accovntability Report

U. 5. Department of Energy
Office of Inspector General
Office of Audit Services

REPORT OF THE OFFICE OF INSPECTOR GENERAL ON
COMPLIANCE WITH LAWS AND REGULATIONS

The Secretary
1.5, Depariment of Energy

We have audited the accompanying consolidated balance sheets of the 1.5, Department of Energy {Department} as of
Septernber 30, 1998 and 1997, and the: related consolidated statements of net cost, changes in net position, budgetary
regourees, financing, and costodial activity for the years then ended and have issued our report theraon dated Januvary 5,
1999,

YWe conducted our audit in accordance with generzlly accepted aunditing standards; Govermmnentt Auditing Standards
issved by the Comptroller General of the United States; and Cffice of Management and Budget (OME) Bulletin No. 98-
08, Audir Requiremenis for Federa! Financig! Statementy, as amended. Those standards reqoire that we plan and
perform the audit to obtain zeasonable assurance about whether the financial statements are free of material
misstatements. Providing an opinicn on compliance with certain provisions of laws and regulations was not an objective
of our audit, and accordingly, we do not express such an opinion.

The manzagement of the Depaniment is responsibie for complying with applicable laws and regulations. As part of
obtaining reasonable assurance about whether the financial statements were free of material misstatements, we parformed
tests of compliance with cartain provisions of laws and tagulations, noncompliance with which could have a direst and
miaterial effect om the determination of financial statement amounts, and certain other laws and regulations specified in
OMBE Bulletin No. 98-08, as arended, including the requirernents referred to in the Federal Financial Management
Improverment Act (FFMILA) of 19946,

The restilts of our t#sts of compliance with the laws and regulations described in the preceding paragraph, exclusive of
FFMIA, disclosed no instances of noncompliance required to be reporied under Gavernment Auditing Standards and
ObME Bualletin No. 98-08, as amended.

Under FFMIA, we are required to report whether the Department's financial management systems substantially comply
with the Federal financial management systems requirements, applicable accounting standards, and the United States
Government Standard General Ledger at the transaction kvel. To meet this requirement. we performed tesis of
compliance using the implementation guidance for FFMILA inclieded in Appendix D of OMB Bulletin No. 98-04, as
amended. The results of our tests disclosed ac instances where the Depanment’s financial management systems did not
snbstangially comply with these thrés requirements.

This report 3s intended far the information of the 11,5, Department of Energy, OMB, and the Congress. However, this

réport is 8 matter of public recond, and ite distribotion is not Brmited.
e of oot ]

Januwary 5, 1999
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Mapping of Legal Requirements

Mapping of Legal Requirements

Legal Requirement

Government Management Reform Act
Beport Sections
Overview - Introduction
Overview - Business Lines
Financial Overview
Inspector General’s Opinion
Financial Statements

Government Performance & Resulls Act
Repornt Sections
Overview - Introduction
Overview - Buginess Lines
Perfarmance Measure Information

Federal Managers’ Financial Integrity Act

Repost Sections
Messape From the Secretary

Overview - Bugsipess Lines
Message From the Chisf Financial Officer

Inspector GGeneral Act

Begott Sections

Management’s Responss to Inspector General Andic Reports
Clinger~Cohn Act

Report Sections
Performance Measure Regults - CM 3-8

3. 6
7-36
39 - 43
45 - 49
51-102

3-6
7-36
103 - 152

7-36
37

35

150-151
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Reference Index

DOE Business Lines
Energy Resources
Matienal Sectirity
Environmental Quality
Science & Technology
Carporate Management

DOE History and Misskon

Financial Overview
Highlights of Financial Activities

Financial Performance Measures
Payment Performance
Puncticnal Support Costs
Balances of Uncosted Cbligations
& Unobligated Appropristions
Effective Audit Eesolution

Financial Staternents
Principal Siaternents:
Balanee Sheet
Statement of Net Costs
Statement of Changes in MNet Pesition
Statement of Bodgetary Resoorces
Statement of Financing
Statement of Custodial Activity
Motes ta the Financial Statements
Conselidating Schedules
Supplemental Information
Required Supplementary Stewardship Information
Stewardship Information - Research & Development
Deferred Maintenance
Performance Measure Resulis

FMFIA Reportable Items
Summary of FMFLA Reportable Jtemns

Depanmental ghﬂmm

Management Control Attestation
Financial Systemn Attesiation
Surplus Fissile Materials
Environmental Compliance
Whaste [solation Pilot Plant
Yucra Mountain

Safety and Health

Coniract Management
Project Management

T-36
F-11
12-17
18 -22
23-27
28-36

3-6
39-43

41 -43
41
41 -42

42
43

St-102
52 - 56
52
53

34
54
33
36
57-9
92 -96
o7 -102

98- 10
102
103 - 152

36

37
16
19
20
21

29 -30
31
31
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Reference Index

Inadequate Audict Coverage 3
Unclassified Computer Sacurity 31
Financial Management System Improvements 31-32
Emerging [ssues
Deeclining Oil Import Protection ]
Counterintelligence 14-15
Workiorce Planning 33
Prioe Departmental Challenges
Infrastructure 32
Property Controls 32-133
Inspector General’s Report on DOE's Fipancial Statements 45 -49
Inspector Genersl*s Report on Internal Controls 153 - 161
Inspector General’s Report on Compliance with Laws & Regulations 152
Management’s Response to Inspector General Awdit Reports 35
Map of DOE Major Facllitles 4
Messaye From the Chief Financial Officer 37
Message From the Secretary 1
Performance Measure Resulis by Business Line {Detalled GPRA Reporting) 103 - 152
Encrgy Resources 104 -115
Mational Securicy 116~ 128
Environmental Quality 128 - 134
Science & Technology 134 - 141
Corporate Management 141 - 152
Year 2000 Status 34
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ACCOUNTABILITY REPORT READER RESPONSE SHEET

We ask your opinion on whether the financial and program information presented is clear, conside and useful. We
solicit your ideas to make the prezentations more effective. Please Fax (301) 903-2550 or mail to : Department of
Energy, CR-20, 19901 Germantown Road, Germantown, MD 20874. We value your opinion and will try te improve
next year's report based on your response. Thanks for youer help.

Fleage identify yourself by checking appropriate box:

[ 1 CFO/Deputy CFO [ 1 Program Official
[ 1 OMB/Treasury/GAO [ 1 Congressional Staff
[11IG [ 1 Other
Please rate the following on a scale of 1 through 5 by checking appropriate box.
Totally Disapree Totally Agree No Opinien
1 5 X
L OVERALL IMPRESSION:

1. The report is easy to read.
101 201 3(] 4[] 5[] X[

2. The raport is balanred, presenting both positive and negative rosults.
101 201 301 401 501 X[

3. The report compares favarably with private sector corporate reports.
10 20 ) 361 40) 5[] X[1

IL. PROGRAM PERFORMANCE:

4. The Depariment's missions and goaks are prominently displayed leaving the reader with a view of “where the
Depariment Is poing.”
1r] 201 30] 401 50) XU

5. The Depariment’s performance information gives the reader a view of “where the Depariment currently is”
in aecomplishing its missions and goals.
1] 20) 301 401 5[] Xi]

6. Management Control Weaknesses (FMFIA) are integraoted with the mission performance data,
IC1 201 3[] 401 501 X()

7. Andit Follow-ups (NG Act Amendpieniz) are integrated with the mission performence data.
101 20) 301 401 501 X[

8. The report leaves you with a feeling of whether the Departneent is “achieving its mission.”
L1 200 301 401 501 XI[1

9. The Promps Payment Act, Civil Mogetary Penalty, and Debt Management Data ars integrated woll info the

report.
10T 201 301 401 501 X(1]
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Reader Response Sheet

IIl. GRAPHICS:
18, The graphics are easily understood.

tr1 201 301 40) 3011 X[

11, Tha trends prosenied graphicaily are adeguately explained in the accompanying narrative.
101 201 301 411 5[] XI[1]

IV. FINANCIAL:

IZ. The repart gives you o clear understanding of the finarcial condition of the Department’s approprictions
and finds,
10 201 30) 401 511 X[

13. Financial Statemenis and Footnotes are informative and understandable.
11 201 301 4[0) 501 X[]

14. The Consolidating/Cembining Staternents and Supplemental Data sections are usefal,
1) 2001 301 a0% 501 X[1

I5. The auditer’s epinion is clear, concise, and understandoble.
1) 2] 31 ) 40 5301 X[]

V. N TU

Fo. I's there gnything you especially fiked about the report?

17. Is there anything tha! can be improved npon in faiure reporis?

1468
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