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PEMP General Information

A Introduction
Contract No. DE-AC27-01RV14136 utilizes multiple, performance-based
incentive fee components to drive Contractor performance excellence in
completing the design, construction, and commissioning of the Hanford Waste
Treatment and Immobilization Contract (WTP).
The Contract has five incentive fee elements:

e |ncentive Fee A — Final Fee Determination for Work Prior to Modification No.
Al143

¢ Incentive Fee B — Award Fee
e Incentive Fee C — Milestone and Schedule Incentive Fee
e Incentive Fee D — Operational Incentive Fee

e |ncentive Fee E — Enhancement Incentive Fee
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WTP Incentive Fee Structure

Fee Fee Administration Terms and
Title Type Performance Measure(s) Conditions Reference
En'\eﬂxlolst.e;clie/t\irgmatlon for Work Prior Fixed |Determined by Contracting Officer Clause B.6, Attachment B-2-A
Award Fee:
Award Fee - Project Mgmt Incentive Award |Performance Measures in PEMP Clause B.7, Atch B-2-B & PEMP
Award Fee - Cost Incentive Award |Performance Measures in PEMP Clause B.7, Atch B-2-B & PEMP
REA Settlement Negolia_ted Atch B-3

Schedule Incentive Fee:

Activity Milestone Completion PBI |Completion of Specified Milestones Clause B.6, Atchs B-2-C, C.1, & Section J,

Atch P
Facility Milestone Completion PBl |Completion of Specified Milestones Clause B.6_Atch B-2-C
Operational Incentive Fee:
o . Clause B.6; Atch B-2-D; Section C,
Cold Commissioning PBI |Capacity Standard 5. Table C.6.5.1
Hot Commissioning PBI |Capacity Clause B.6, Atch B-2-D; Section C,

Standard 5, Table C.6-5.2

Enhancement Incentive Fee:

Enhanced Plant Capacity PBI__|Plant Capacity Exceeding Treatment Capacity Clause B.6, Atch B-2-E
Sodium Reduction PBI |Metric Tons Sodium Reduced Clause B.6, Atch B-2-E
Enhanced Plant Turnover PBI _|Reduced Plant Turnover Period Clause B.6, Atch B-2-E
|Sustained Production Achievement PBI__|Post-Turnover Operations Capacity Clause B.6, Atch B-2-E

This PEMP covers Incentive B — Award Fee, which is updated semiannually.
The fee administration terms and conditions of A, C, D, and E performance
incentives are self-contained within the Contract Section B, and thus, are not
addressed in the PEMP. See the reference Table above.

The Award Fee provides a performance incentive for the Contractor and gives
the Government a tool to identify and reward superior performance. The amount
of award fee the Contractor earns is based on both an objective and subjective
evaluation by the Government of the Contractor’s performance as measured
against the criteria contained in this Plan.

B. Roles and Responsibilities
The Award Fee process utilizes a three-level system to ensure full and fair
performance evaluation.

Level 1.0 — Fee Determination Official (FDO)
Level 1.1 — WTP Contracting Officer (CO)
Level 2.0 — Performance Evaluation Board (PEB)
Level 3.0 — Performance Evaluation Monitors (PEMs)

Level 1.0 — Fee Determination Official: Manager, ORP

The FDO will: 1) appoint the PEB Chair; 2) review the recommendation of the
PEB, consider all pertinent data, and determine the amount of Award Fee earned
during each evaluation period; 3) notify the Contractor via the CO of performance
strengths, areas for improvement, and future expectations; 4) approve the PEMP
and any significant changes thereto; and 5) authorize the Contracting Officer to
make the Award Fee Payment.

Level 1.0 ensures independent, executive-level review of the work of the
Performance Evaluation Board and Performance Evaluation Monitors.
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Level 1.1 — Contracting Officer

The CO will: 1) serve as a voting member of the PEB; 2) issue the PEMP on a
semi-annual basis in accordance with Section B.7 Award Fee Administration of
the Contract; 3) ensure that the Award Fee and Contract Incentives process is
managed consistent with applicable acquisition regulations; 4) ensure that the
Award Fee process meets the overall WTP business objectives; and 5) issue the
award fee amount earned determination as authorized by the FDO in accordance
with B.7 Award Fee Administration.

Level 2.0 — Performance Evaluation Board:

o WTP Federal Project Director, Chair

WTP Deputy Federal Project Director, Field Operations
WTP Contracting Officer

Manager, WTP Startup & Commissioning Integration
Assistant Manager, Technical & Regulatory Support

The PEB reviews the PEM evaluations of Contractor performance, considers the
Contractor’s self-assessment if submitted, considers all information from
pertinent sources, prepares draft and final performance reports, and arrives at an
earned award fee recommendation to be presented to the FDO. The PEB may
also recommend changes to the PEMP.

Performance Evaluation Board Chair:

The PEB Chair will be identified and appointed by the FDO. The Chair will: 1)
review the performance monitors’ evaluations and consider the Contractor’s self-
assessment; 2) analyze the Contractor’s performance against the criteria set
forth in the PEMP; 3) provide periodic interim performance feedback to the
Contractor via the CO; 4) provide a recommendation on the Award Fee scoring
and the amount earned by the Contractor; and 5) recommend any changes to the
PEMP.

WTP Contracting Officer:
(See description above.)

Performance Evaluation Monitors:

PEMs will consist primarily of WTP Federal Project Directors and ORP Division
Directors. The PEMs will: 1) monitor, evaluate, and assess Contractor
performance in their assigned areas; 2) periodically prepare a Contractor
Performance Monitor Report (CPMR) for the PEB and provide verbal
performance input as well; 3) recommend any needed changes to the PEMP for
consideration by the PEB and FDO; and 4) maintain a performance dialogue with
their respective BNI counterparts throughout the evaluation period.
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C. Process & Schedule

Days from
Beginning of Dates - Evaluation Period
Evaluation Period 2013-B
2 o
2 °
S =]
5 3
< Activity L From To Start Finish
1 ORP Generates Draft PEMP -100 -62 03/23/13 04/30/13
2 EM - Business Clearance -62 -32 04/30/13 05/30/13
3 ORP PEMP Board Finalizes PEMP -32 -25 05/30/13 06/06/13
4 ORP-BNI Negotiate PEMP -25 -13 06/06/13 06/18/13
5 Final PEMP Execution 1 -13 -7 06/18/13 06/24/13
6 ORP Evaluates Performance 0 183 07/01/13 12/31/13
7 Contractor Self-Assessment (S/A) 184 194 01/01/14 01/11/14
8 PEMs Submit Final Reports to PEB 2 194 214 01/11/14 01/31/14
9 PEB Completes Report 214 234 01/31/14 02/20/14
10 PEB Briefs FDO 235 235 02/21/14 02/21/14
11 HQ EM HCA Review/Concurrence 235 242 02/21/14 02/28/14
12 FDO Briefs DOE Acquisition Executive 242 249 02/28/14 03/07/14
13 FDO Determines Award Fee Amount 249 252 03/07/14 03/10/14
Performance Period Begins 07/01/13
Performance Period Ends 12/31/13
Footnotes:

1 PEMP is executed unilaterally if parties cannot agree by beginning of evaluation period
2 PEM Reports are updated (if necessary) based on consideration of Contractor Self-Assessment

The total available award fee for this Evaluation Period 2013-B is $6,300,000.

In accordance with Federal Acquisition Regulation, Subpart 16.401(e)(3)(v), the
contractor is prohibited from earning any award fee when the contractor’s overall
cost, schedule, and technical performance is below satisfactory.

DOE'’s expectation is that the Contractor will complete assigned Hanford Federal
Facility Agreement and Consent Order and Consent Decree Milestone
deliverables at least 30 days before they are due. DOE reserves the right to
reduce the PEMP award fee determination if the Contractor fails to meet DOE’s

expectation.

D. Contractor Self-Assessment
Section B Clause B.7 Award Fee Administration, states:

“Following each evaluation period, the Contractor may submit a self-
assessment, provided such assessment is submitted within ten (10) calendar
days after the end of the period. This self-assessment shall address both the
strengths and weaknesses of the Contractor's performance during the
evaluation period. Where deficiencies in performance are noted, the
Contractor shall describe the actions planned or taken to correct such
deficiencies and avoid their recurrence. The Contracting Officer will review
the Contractor's self-assessment, if submitted, as part of its independent
evaluation of the Contractor's management during the period.”
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E. Incentive Ratings and Definitions
ORP will utilize the following ratings and definitions table to rate performance.

Table 1 - Award Fee — Incentive Ratings and Definitions

Assigned Adjegtwal Percentage
Numerical Rating Definition of Award
Rating (corresponding to Fee Earned
Numerical Rating)
Contractor has exceeded almost all of the significant award-fee
criteria and has met overall cost, schedule, and technical 91% to
91 to 100 Excellent performance requirements of the contract in the aggregate as o
defined and measured against the criteria in the award-fee plan for 100%
the award-fee evaluation period.
Contractor has exceeded many of the significant award-fee criteria
and has met overall cost, schedule, and technical performance 76% to
76 to 90 Very Good requirements of the contract in the aggregate as defined and o
measured against the criteria in the award-fee plan for the award- 90%
fee evaluation period.
Contractor has exceeded some of the significant award-fee criteria
and has met overall cost, schedule, and technical performance 51% to
51to 75 Good requirements of the contract in the aggregate as defined and o
measured against the criteria in the award-fee plan for the award- 75%
fee evaluation period.
Contractor has met overall cost, schedule, and technical
< . per_formance requirements _of the contract in the aggregate as < £00
<50 Sat'SfaCtory defined and measured against the criteria in the award-fee plan for < 50%
the award-fee evaluation period.
Contractor has failed to meet overall cost, schedule, and technical
. performance requirements of the contract in the aggregate as 0
0 Unsatisfactory defined and measured against the criteria in the award-fee plan for 0%
the award-fee evaluation period.

ORP will utilize a separate color-coded table (see attached) for informal monthly
evaluations. The final evaluation will reflect the adjectival rating scale in Table 1.

Award Fee Objectives

The PEMP contains the following four Award Fee Objectives:
1. Critical Self-Analysis/Assessment/Discovery/Action

2. Environmental Safety and Health

3. Quality Assurance Program

4. Project Leadership/Management

Evaluation Process

ORP will evaluate and measure performance in each of the four Award Fee Objectives,
using the criteria in each Objective. The evaluation will assign an Adjectival Rating and
corresponding Award Fee Earned to each Award Fee Objective. See Table 1 - Award
Fee —Incentive Ratings and Definitions. The FDO may consider any other pertinent
factors in making a final fee determination.
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Table 2 - Award Fee - Fee Earnings Calculation

Award Fee

Award Fee Adjectival %of Award Dollars

Award Fee Objective Available Rating Fee Earned Earned
Self-Analysis/Assessments/ $3,500,000

1 Discovery/Action

2 Environmental, Safety & Health $1,000,000
3 Quality Assurance Program $800,000
4 Project Leadership/Management $1,000,000
Total Award Fee (Period 2013-B) $6,300,000

Award Fee Objective 1: Critical Self-Analysis/Assessments/
Discovery/Action
Award Fee Criteria:

e Full Transparency - BNI conducts business in a manner that is fully transparent
to ORP. Activities are demonstrated by open, clear, and well communicated
management actions and technical and project documentation. Identified issues
and trends are proactively shared with ORP.

o Effective Self Identification - BNI performs self-assessment and contractor
assurance activities that proactively identify and trend WTP performance issues
in time to implement effective preventative and corrective actions. Issues are
proactively identified by BNI in advance of outside reviews. BNI fosters a culture
that rewards proactive self-identification and reporting of issues.

e Comprehensive and Effective Extent of Condition Reviews (EOCRs) - EOCRs
are rigorous, clearly documented, and conducted by trained and professional
personnel. EOCRs could be easily validated and verified by a third party.
EOCRs analyze and review similar areas across the WTP when warranted, and
result in corrective actions that resolve and prevent reoccurrence of the issue.

o Critical Self Analysis Leading to Action and Learning - BNI performs critical self-
analysis on WTP activities and proactively identifies and takes action on
systematic weaknesses leading to sustained continuous self-improvement.

Performance will be evaluated on a wide range of contractor-initiated activities taken to
evaluate performance, identify improvements, and implement prompt actions to improve.

Award Fee Objective 2: Environmental, Safety, and Health
Award Fee Criteria:

e ISM Nuclear Safety

¢ Nuclear Safety (PDSA alignment)

e Environmental, Safety, and Health Programs

Performance will be evaluated on continuous Environmental, Safety, and Health
improvement; which includes, but is not limited to:
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1) Implementation of work hazard analysis and controls that result in, &) improving
work injury/iliness performance, and b) no unplanned employee exposures to work
place hazards;

2) Implementation of event investigation (review, cause analysis and action
implementation) that results in effective organizational learning with the goal of
eliminating recurring events;

3) Documented periodic management analysis of work site conditions and
implementing strategies that result in improving WTP Project safety;

4) The Contractor must implement programs and promote expectations which will
promote a robust Nuclear Safety Culture and Quality Culture (NSQC) that embraces
the eight principles/pillars (if applicable) of Nuclear Safety described in the Institute of
Nuclear Power operations (INPO) principles, including a Safety Conscious Work
Environment.

Award Fee Objective 3: Quality Assurance Program
Award Fee Criterion:
e Quality Assurance Program

Performance will be evaluated on the effectiveness of the Contractor’'s Quality
Management System in providing products and services that are satisfactory for their
intended function. Effectiveness will be measured by the ability of the products and
services to be used as originally produced or provided, versus the need for rework to
reach an acceptable status. Self-identification of issues, as well as prompt, effective
corrective actions, is required rather than having those issues identified by ORP or by
external organizations.

Award Fee Objective 4: Project Leadership/Management
Award Fee Criteria:

e Project Performance

e Cost Performance & Efficiencies

The Contractor will be evaluated based on performance and change control
performance against the performance measurement baseline and contract. ORP will
rely on other objective and/or subjective cost performance elements to evaluate the
Contractor’s performance, which includes, but is not limited to:

1) How well did the Contractor control, meet or exceed BNI estimated baseline cost
and schedules in the aggregate?

2) Is the performance measurement baseline and contract aligned as established in
direction provided by ORP and through the approved change control process?

3) Is the reporting of progress reported in EVMS accurate?
4) How well did the Contractor project, report, and mitigate cost and schedule

impacts to the contract?
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Attachment — Interim Rating Chart

Dark Blue
“Excellent”
Performance

OBIJECTIVE ITEMS

SUBIJECTIVE ITEMS

Light Blue
“Very Good”
Performance

- Objective measures are achieved on or

ahead of time
- Very high probability of achieving the
outcome

- Meeting all Cost, Scope, and Schedule

objectives
- Very high degree of transparency

- 100% of key areas meeting requirements

- 100% of key deliverables will be met on time

- 90% of sub or supporting areas are performing very well

- No safety, security, or quality issues of note

- Very high degree of self-identification and reporting deficiencies
- Very high degree of transparency

- Strong ISMS practices, timely reporting, critiqued/EOC whenever
needed

Green
IIGOOdH
Performance

- Objective measures expected to be
achieved on time

- Very good probability of achieving the

outcome

- Expect to meet Cost, Scope, and
Schedule objectives

- High degree of transparency

- 100% of key areas meeting or close to meeting requirements

- 100% of key deliverables are meeting or expected to meet
requirements

- Majority of sub or supporting areas are performing very well

- At most minor safety, security, or quality issues of note

- High degree of self-identification and reporting deficiencies

- High degree of transparency

- Strong ISMS practices, timely reporting, critiqued/EOC whenever
needed

- Objective measures reasonably
expected to be achieved on time

- Reasonable probability of achieving
the outcome

- Expect to meet or be very close to
Cost, Scope, and Schedule

- Good degree of transparency

- Almost all key areas meeting or close to meeting requirements

- Majority of key deliverables are satisfactory or better

- Majority of sub or supporting areas are performing satisfactorily
- Mostly minor safety, security, or quality issues of note

- Good degree of self-identification and reporting deficiencies

- Good degree of transparency

- Infrequent deviation in ISMS practices, timely reporting,
critiqued/EOC reviews
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Attachment — Interim Rating Chart

Yellow - Elevated risk of objectives not being
“Underperforming” achieved on time
“Needs - Reasonable probability of not
improvement” achieving the outcome
“Elevated risk” - Expect to not meet Cost, Scope, or
Schedule
- Partial degree of transparency

- Majority key areas meeting or close to meeting requirements

- Notable percentage of key deliverables are satisfactory or better
- Notable percentage of sub or supporting areas are performing
satisfactorily

- Occasional mid-level safety, security, or quality issues of note

- ~75% of issues are self-identified with most reporting in a timely
manner

- Partial degree of transparency

- Clear deviations of ISMS practices, reporting, critiques, Extent of
Condition reviews, safety basis/CONOPS/Engineering deviations that
are generally infrequent or have minor consequences

- Nominal NOV, PAAA, Fine, Injury, security infraction(s)

Red - A clear (or high) risk of objectives not
“Does not meet being achieved on time
rgmts” - High probability of not achieving the
“Failing or will fail” outcome

- Expect to not meet or significantly
miss Cost, Scope, or Schedule
- Inadequate degree of transparency

- Overall most key areas meeting or close to meeting requirements
- Inadequate percentage of key deliverables are satisfactory or
better

- Inadequate percentage of sub or supporting areas are performing
satisfactorily

- Too high a frequency of mid-level safety, security, or quality issues
of note

- Major safety, security, or quality issue

- Less than ~75% of issues are self- identified and reported in a
timely manner

- Inadequate degree of transparency

- Significant deviations of ISMS practices, reporting, critiques, Extent
of Condition reviews, multiple safety basis/CONOPS/Engineering
deviations or a significant deviation with nuclear safety or
operational implications

- Significant NOV, PAAA, Fine, Injury, security deviation(s)
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Attachment — Interim Rating Chart

Grey
“Insufficient data”
“Not able to
assess”

- Insufficient data to assess at this time

- Insufficient data to assess at this time
- Parties misaligned on the objective
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