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FISCAL YEAR 2009

PERFORMANCE EVALUATION PLAN
REVISION 1.0

FOR
LAWRENCE LIVERMORE NATIONAL SECURITY, LLC
in the OPERATION and MANAGEMENT of

LAWRENCE LIVERMORE NATIONAL LABORATORY
CONTRACT No. DE-AC52-07NA27344
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Modification No.: M059
Supplemental Agreement to
Contract No.: DE-AC52-07NA27344
Part I, Section J, Appendix F

PREFACE

This Performance Evaluation Plan (PEP) documents the process and standards of performance
by which the Contractor’s performance will be evaluated and rated under Contract No. DE-
AC52-07NA27344 in fiscal year (FY) 2009 and upon which the determination of the
Performance Incentive Fee earned shall be based. This PEP is implemented in accordance with
contract provision H-13, “Performance Based Management” and H-14, “Award Term.” Further,
this PEP is consistent with contract provision B-2, “Contract Type and Value.” B-2 states that
for FY 2008 through FY 2014, 30% of the Maximum Available Fee will be applied to Fixed Fee
and 70% of the Maximum Available Fee will be applied to Performance Incentive Fee. The
Maximum Available Fee is $45,542,169 for fiscal year 2009. This PEP does not address the
Fixed Fee earned in support of Work For Others as set forth in contract provision B-2.

The standards of performance set forth in this PEP consist of Strategic Performance Objectives
and Performance Incentives, and are the primary components of the performance-based
management system described in contract provision H-13, “Performance-Based Management.”
The Strategic Performance Objectives in this PEP are organized by Mission, Operations, and
Institutional Management (IM) and are linked to the DOE Strategic Plan goals, NNSA’s “Getting
the Job Done™ goals, NNSA transformation plans (outlined in the DOE/NA-0013, “Complex
Transformation SPEIS dated October 23, 2006) and NNSA Program Implementation Plans.
Performance Incentives in this PEP include Stretch Incentives, Multi-Site Incentives and Award
Term Incentives.

STRATEGIC PERFORMANCE OBJECTIVES

The Strategic Performance Objectives are used to subjectively evaluate the Contractor’s overall
performance and focus on strategic and mission-critical activities and appraise the Contractor’s
systems and outcomes in terms of:

» Are they producing appropriate national security, science and technology results?
* Are they producing these results efficiently, safely and securely?

For FY 2009, ten Strategic Performance Objectives are identified as summarized below and
detailed in Attachment 1.

1. Conduct warhead certification and assessment actions using the Quantification of
Margins and Uncertainties (QMU) methodology.

2. Develop with NNSA and implement long-term, balanced, integrated stewardship.

3. Develop with NNSA and implement near-term balanced weapon programs that are
coordinated with the other NNSA M&O site contractors and DoD) customers and that
foster complex-wide solutions to meet the needs of the U.S. nuclear deterrent.
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4. Implement an integrated science- and technology-based program aimed at preventing the
proliferation or terrorist acquisition of weapons of mass destruction as well as detecting
and responding to their deployment or use.

5. Enhance and nurture a strong science, engineering, and technology base in support of
national security strategic objectives.

6. Optimize current and evolving mission performance by providing effective and efficient
facilities and infrastructure and line management accountability.

7. Maintain safe and environmentally sound operations in an efficient and effective manner
in support of mission objectives.

8. Maintain secure operations in an efficient and effective manner in support of mission
objectives.

9. Manage business operations in an effective and efficient manner while safeguarding
public assets and supporting mission objectives.

10. Improve the management and performance of the Laboratory through execution of the
Contractor Assurance System, Strategic Initiatives, Parent Organizations' contributions,
and line management accountability.

The Strategic Performance Objectives are organized by Mission, Operations, and Institutional
Management (IM) and are further defined by performance measures and targets as delineated in
Attachment 1. Essential targets represent priority work that must be accomplished in order to
meet requirements in Mission, Operations, and Institutional Management. Stretch targets
represent work that is above and beyond the minimum essential performance requirements. The
subjective rating of each Performance Objective will be based on the Contractor’s overall
performance against all contract requirements as well as each of the performance targets.

The Mission Performance Objectives (I — 6) are used to evaluate the performance and
management of the Contractor’s programmatic work. The Operations Performance Objectives (7
— 8) are used to evaluate the performance and management of the Coniractor’s critical operations
and infrastructure activities supporting the mission Performance. The IM Performance
Objectives (9 — 10) are used to evaluate the performance of the Contractor’s critical business and
institutional management activities supporting the mission.

The Contractor’s performance under the Strategic Performance Objectives will be assessed at the
summary level (Mission, Operations, IM) using the four tier Adjectival Rating Criteria set forth
in Table 1. The Contractor may earn up to 50% of the Performance Incentive Fee based on this
subjective rating, which reflects performance against each of the Performance Objectives,
Measures, and targets. Essential targets are not separately rated for the purpose of establishing
Adjectival Ratings and the associated subjective incentive fee. Performance will be assessed
against the applicable evaluation criteria using a variety of different approaches including, but
not limited to, peer review, external reviews, achievement of milestones relevant to targets,
customer feedback, and program reviews. The evaluation of performance will consider
unanticipated barriers (e.g., budget changes, rule changes, circumstances outside the control of
the contractor) and other circumstances that may occur during the performance period. Effective
contractor efforts to overcome or mitigate the impact of such barriers or circumstances will be a
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factor in evaluating contractor performance. The evaluation of performance will also consider
the Contractor’s performance against all of the Level 1 and 2 milestones associated with each of
the Strategic Performance Objectives.

PERFORMANCE INCENTIVES

Performance Incentives include Stretch Incentives, Multi-Site Incentives and Award Term
Incentives. The Contractor may earn up to 40% of the Performance Incentive Fee by obtaining
the required minimum Adjectival Rating on the Strategic Performance Objectives and
successfully completing the Stretch Performance Targets. Stretch Targets are delineated in
Attachment | and represent work that is above and beyond the minimum essential performance
requirements. Each stretch target provides the Contractor the opportunity to earn additional
incentive fee for successfully achieving challenging goals and objectives. Performance against
each individual Stretch Target is separately rated based on objective and measurable criteria on a
pass/fail basis. Notwithstanding the pass/fail rating for each stretch target, progress made toward
achieving stretch targets will be factored into the subjective rating of the Strategic Performance
Objectives. The Stretch Incentive Fee is allocated to the following categories: Mission,
Operations, and IM. Within any category, the Contractor must earn a Performance Objective
Summary Level Rating of “good” or better in order to be eligible for the associated Stretch
Incentive Fee. Once the Contractor has passed this “gateway,” it will earn the associated Stretch
Incentive Fee based on the percentage of Stretch Targets successfully completed, The
Contractor will not receive credit for completing Stretch Targets that are associated with a
Performance Objective or Measure that receives an Adjectival Rating of “unsatisfactory.”

The Contractor may earn up to 10% of the Performance Incentive Fee by successfully
completing the Multi-Site Performance Incentives set forth in Attachment 2. The Multi-Site
Incentives are intended to encourage cooperation, collaboration, and integration across the
Nuclear Weapons Complex (NWC) in order to accomplish the NNSA “Getting the Job Done”
goals and measure the performance of the entire NWC in terms of achievement of a collective
outcome. Performance against each individual Multi-Site Incentives is separately rated by
NNSA Program Officials on a pass/fail basis for the entire complex based on the criteria set forth
in Attachment 2,

Pursuant to contract provision H-14, “Award Term,” commencing in FY 2009, the Contract’s
term will be extended if the Contractor both (1) obtains the required rating on the Performance
Incentive Fee section’s objectives contained in the PEP, and (2) meets the Award Term
Incentives set forth in the Award Term section of the PEP. In order to be eligible to earn the
Award Term Incentive, the Contractor must earn a Performance Objective Summary Level
Rating of “good” or better in Mission, Operations, and IM and successfully complete at least
four out of the five Award Term Incentives, which are set forth below:

Revision 1.0 4



Modification No.: M059
Supplemental Agreement to
Contract No.: DE-ACS52-07TNA27344
Part 111, Section J, Appendix F

Award Term Incentives:
ATI #1 Contractor Assurance System

Conduct a management self-assessment of the LLNL CAS by 06/30/09. Develop an
improvement plan, as necessary, in response to the assessment and execute the plan on schedule.

ATI #2 Mission

Demonstrate successful, responsive stewardship of the nuclear weapons stockpile. Measures
include on-time completion of Directive Schedule responsibilities, timely support of requests for
technical support from the nuclear weapon complex, enhancement of assessment and
certification capabilities, leadership and support of transformation initiatives, and effective
management of RTBF facilities. The expectations are that LLNL will strengthen national
security by meeting commitments required to sustain a safe, secure, and reliable nuclear weapons
stockpile; maintain a capable and responsive infrastructure, and conduct research and
development essential to our national security responsibilities.

ATI #3 Laboratory Management- Key Personnel

For Key Personnel, demonstrate significant improvements in retention, recruitment, and
succession planning in order to ensure effective Laboratory management. Measures include
turnover rate, length of time to fill vacancies, qualifications of proposed successors, and
development and execution of an effective succession planning program. The expectation is
that LLNS will provide a stable world-class management team in order to successfully execute
the missions of the Laboratory and meet its performance improvement and cost savings
commitments in FY 2009 and beyond.

ATI #4 Security Improvements

Demonstrate significant improvements in protective force operations, physical security,
classified cyber security, protection program management, security planning, AOP
implementation, and implement a robust performance assurance program. Measures include the
number and severity of findings disclosed through internal and external audits and reviews. The
expectation is that LLNS will fully implement in FY 2009 all of the corrective actions set forth
in its recovery and corrective action plans submitted in response to the May 2008 HSS audit as
well as implement an assurance program to improve security performance in FY 2009 and
beyond.

ATI #5 ISM Implementation
LLNS will obtain Phase I certification of the LLNL ISMS from LSO by June 30, 2009, and will

be fully prepared for Phase II certification by September 30, 2009. Measures include the
submission of the LLNL ISMSD by March 31, 2009, LLNL Director's declaration of readiness
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for Phase I certification by June 1, 2009, and LLNL's Director's declaration of readiness for
Phase II certification by September 30, 2009.

PERFORMANCE RATING PROCESS

Approximately six months into the performance period, NNSA and the Contractor will hold a
Mid-Year Performance Assessment meeting to present the Contractor’s self-assessment and
NNSA’s performance assessment. Approximately one week prior to the scheduled mid-year
performance assessment meeting, the Contractor will submit its draft self-assessment for NNSA
review. The mid-year assessment will consist of (1) Adjectival Ratings for each of the Strategic
Performance Objectives and measures, (2) stoplight ratings for each of the Essential targets, (3)
stoplight ratings for each of the Stretch Incentives, stoplight ratings for each of the Multi-Site
Incentives, (4) stoplight ratings for each of the Award Term Incentives, and (5) a summary of
performance issues and concerns, corrective actions taken, internal controls implemented, and
major accomplishments. The presentation will be a bullet-type format with limited narrative.
The Stop Light indicators are set forth as follows:

¢ Green: No significant issues, performance meeting expectations.

¢ Yellow: Issues/concerns that require discussion, executive management awareness or
action not required to resolve.

e Red: Major or serious issues, executive management awareness or action required to
resolve.

¢ White: Too carly to evaluate or no data available.

The parties recognize that open and frequent communications during the rating period are critical
in achieving the highest level of performance by the Contractor and that formal or informal
performance assessment meetings may be established on a more frequent basis as agreed tc by
the parties.

The Contractor shall prepare an annual self-assessment of its performance against each of the
performance objectives and incentives contained in the PEP. The self-assessment will include
(1) Adjectival Ratings for each of the Strategic Performance Objectives and Measures, (2)
summary level Adjectival Ratings for Mission, Operations, and IM, and (3) completion status of
all Stretch Incentives, Multi-site Incentives, and Award Term Incentives. The annual self-
assessment shall be submitted within five working days after the end of the appraisal period.
NNSA will consider the Contractor’s self-assessment in preparing the Performance Evaluation
Report and when making its final fee recommendation to the NNSA Fee Determining Official
(FDO).
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ALLOCATION OF INCENTIVE FEE

The Maximum Available Fee related to the DOE/NNSA work effort for FY 2009 is $45,542,169,
70% of which will be applied to Performance Incentive Fee. Therefore, the Maximum
Performance Incentive Fee for FY 2009 is $31,879,518. Approximately 50% of the Maximum
Performance Incentive Fee is allocated to the Strategic Performance Objectives, 40% to the
Stretch Incentives, and 10% to the Multi-site Incentives. The Coniractor’s performance rating,
as determined by DOE/NNSA, will entitle the Contractor to collect up to the following
maximum Performance Incentive Fee by category:

STRATEGIC PERFORMANCE OBJECTIVE FEE (SUBJECTIVE)

oo a i Mission i Operationse [ M e
Adjectival | Max.| © Max.| Max.| ~ Max T
Outstanding | 20% | $6,375,004 | 20% | $6,375,904 | 10% | 33,187,952 |  50%
Good 10% | $3,187,952 10% | $3,187,952 5% | $1,593,976 25%
Satisfactory 4% | $1,275,181 4% | $1,275,181 2% | $637,590 10%
Unsatisfactory 0% $0 0% 30 0% S0 0%
STRETCH INCENTIVE FEE (OBJECTIVE)

_ 0o |0 Mission | o Operations’| 0 IMEE S Total
Maximum Fee % 20% 12% 8% 40%
Maximum Fee $ $6,375,904 $3,825,542 $2,550,361 $12,751,807

Incentive fee calculated by multiplying the percentage of Stretch Targets successtuily completed
within Mission, Operations, and IM by the corresponding dollars amounts set forth above.

MULTI-SITE INCENTIVE FEE

Multi-site Incentive Fee

Target # Title o % - Incentive Fee $

1.1 Stockpile- W76 1% $31,880
1.2 Stockpile- B61-7/11 1% $31,880
1.3 Stockpile- B61 LEP 7% $223,157
1.4 Stockpile- Weapon Dismantlement 5% $159,398
1.5 Stockpile- Deliver to DoD 1% $31,880
2.1 ACT- Complete $100M Activities 15% $478,193
22 ACT- Supply Chain Management 5% $159,368
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Multi-site T Incentive Fee |~~~ oo

Target # ~ Title R Incentive Fee §

2.3 ACT- Shipments of SNM 10% $318,795
2.4 ACT- Implement IT Plan 5% $159,398
3.1 Science- Empirical Parameters 18% $573,831
3.2 Science- NTS 5% $159,398
3.3 Science- NIF and ICF 20% $637,590
3.4 Science- Initiation System 1% $31,880
3.5 Science- Advance Power Supply 1% $31,880
3.6 Science- ASC Models 5% $159,398
Total Fee 100% $3,187,952
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CHANGE CONTROL

Any changes to the PEP must be approved by the Contracting Officer. The content of the PEP
can be revised through a formally defined Change Control Process that includes mutual
agreement between NNSA and LINS, supported by appropriate approvals. All changes should
be initiated and documented using the PEP Change Request Form. However, the NNSA
Livermore Site Office Manager reserves the unilateral right to make the final decision on all
performance objectives and performance incentives (including the associated measures and
targets) used to evaluate Contractor performance.
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TABLE 1
ADJECTIVAL RATING CRITERIA

Adjectival Rating L Definition.

Outstanding Substantially exceeds the standard of performance in many areas.
Performance in critical and mission areas is at a high level and is
accomplished in a manner that has substantial positive impact on
the mission. Program/Project milestones and deliverables
significantly exceed either or both of the budget and schedule
expectations.

Good Exceeds the standard of performance in many areas. Performance
in critical and mission areas remain at a high level although there
may be room for improvement in some areas. Program/Project
milestones and deliverables exceed either or both of the budget
and schedule expectations.

Satisfactory Meets the standard of performance although there may be some
areas requiring improvement but do not substantively affect
overall performance, Programy/Project milestones and
deliverables are accomplished within budget and schedule.

Unsatisfactory Does not meet the standard of performance in one or more areas.
Deficiencies are serious, may affect one or a combination of
mission, operations or cost.
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