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Section B



SUPPLIES OR SERVICES AND PRICES/COSTS



B-1	SERVICES BEING ACQUIRED



The Contractor shall, in accordance with the terms of this Contract, provide the personnel, equipment, materials, supplies, and services, (except as may be furnished by the Government) and otherwise do all things necessary for, or incident to providing its best efforts so as to carry out in an efficient and effective manner all necessary and related services to manage and operate the Government-owned Sandia National Laboratories (hereinafter "the Laboratory"), located primarily in Albuquerque, New Mexico and Livermore, California.

B-2	ESTIMATED COST AND FIXED FEE



(a)	The Estimated Cost and Fixed Fee shall be negotiated annually and set forth in a modification to this provision.



	(b)	(1)	The Estimated Cost of the specified contract periods, exclusive of the Contractor's Fixed Fee, if any, is set forth below:





Contract Period				Estimated Cost

October 1, 1993 through			

September 30, 1994				$1,339,500,000



October 1, 1994 through			

September 30, 1995				$1,523,766,000



October 1, 1995 through			

September 30, 1996				$1,427,170,897



October 1, 1996 through			

September 30, 1997				$1,383,104,000



October 1, 1997 through

September 30, 1998				$1,383,291,000



October 1, 1998 through

September 30, 1999				$1,489,248,000



TOTAL					$8,546,079,897



(2)	In agreeing upon the Fixed Fee to be paid, consideration shall be given to the amount and character of the work which the parties contemplate to be performed by the Contractor during each fiscal year, as reflected in the work assumptions set forth in documents provided separately to the Contractor by the Contracting Officer and from which the fee base shall be mutually arrived.



(c)	The Fixed Fee for the specified Contract period is set forth below:



        Contract Period				  Fixed Fee



October 1, 1993 through

September 30, 1994				$10,555,000



October 1, 1994 through

September 30, 1995				$14,532,000



October 1, 1995 through

September 30, 1996				$14,844,103



October 1, 1996 through

September 30, 1997				$14,375,000



October 1, 1997 through

September 30, 1998				$14,347,000



October 1, 1998 through

September 30, 1999				$15,900,000



TOTAL					$84,553,103



(d)	The Total Estimated Cost and Fixed fee under this contract for the period October 1, 1993, through September 30, 1999, is $8,630,633,000.

B-3	RESERVED

B-4	AVAILABILITY OF APPROPRIATED FUNDS



	Except as may be specifically provided to the contrary in this Contract in the Contract Clause entitled "Nuclear Hazards Indemnity Agreement," the duties and obligations of the Government hereunder calling for the expenditure of appropriated funds shall be subject to the availability of funds appropriated by the Congress, which the U.S. Department of Energy (DOE) may legally spend for such purposes.

B-5	RESERVED

B-6	RESERVED
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Section C



DESCRIPTION/SPECIFICATION/WORK STATEMENT

DESCRIPTION OF WORK AND SERVICES



C-1	STATEMENT OF WORK



The work to be performed under this Contract is set forth in Part III, Section J, Appendix B, Statement of Work.
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	Section D



	PACKING AND MARKING



D-	RESERVED
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	Section E



	INSPECTION AND ACCEPTANCE



E-1	FAR 52.246-9 INSPECTION of RESEARCH and DEVELOPMENT (Short Form) (APR 1984)



The Government has the right to inspect and evaluate the work performed or being performed under the Contract, and the premises where the work is being performed, at all reasonable times, and in a manner that will not unduly delay or disrupt the work.  If the Government performs inspection or evaluation on the premises of the Contractor or a subcontractor, the Contractor shall furnish and shall require subcontractors to furnish all reasonable facilities and assistance for the safe and convenient performance of these duties.

E-2	INSPECTION AND ACCEPTANCE



Inspection of all activities and acceptance for all work and effort under this Contract shall be accomplished by the Contracting Officer or any other duly authorized representative.
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	Section F



	DELIVERIES OR PERFORMANCE



F-1	DELIVERIES



Delivery of products under this Contract shall be in accordance with the written direction of the Contracting Officer or any other duly authorized representative.

F-2	PLACE OF PERFORMANCE



The work under this Contract is to be carried out at a variety of locations, but the principal place of performance will be at Albuquerque, New Mexico.

F-3	PERIOD OF PERFORMANCE



The period of performance of this Contract shall be for the period of October 1, 1993 through September 30, 2003, unless sooner terminated in accordance with the provisions of this Contract.
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Section G



CONTRACT ADMINISTRATION DATA



G-1	CORRESPONDENCE PROCEDURES



To promote timely and effective administration, correspondence submitted under this Contract shall be subject to the following procedures:



	(a)	Technical Correspondence and Administrative Correspondence.  Technical correspondence and administrative correspondence (as used herein, excludes other correspondence described in Paragraph (b)) shall be addressed to the Contracting Officer at the U.S. Department of Energy (DOE) Contract Administration Office.



	(b)	Other Correspondence.  Other correspondence which proposes or otherwise involves waivers, deviations, or modifications to the requirements, terms, or conditions of this Contract, shall be addressed to the Contracting Officer at the DOE Contracting Office.



	(c)	DOE Contracting Office.  The Contracting Officer's address is:



Manager, Albuquerque Operations Office

U.S. Department of Energy

Albuquerque Operations Office

Contracts and Procurement Division

P. O. Box 5400

Albuquerque, NM  87185-5400



	(d)	The Contract Administration Office.  The address for the Contracting Officer for administration is:



Area Manager, Kirtland Area Office

U.S. Department of Energy

Kirtland Area Office

P.O. Box 5400

Albuquerque, NM  87185-5400



For purposes of administration of Part III, Section J, Appendix B, Paragraph 3.9 only, the Contract Administration Office is:



Area Manager, Carlsbad Area Office

U.S. Department of Energy

Carlsbad Area Office

P.O. Box 3090

Carlsbad, NM  88221



	(e)	Subject Lines(s).  All correspondence shall contain a subject line commencing with the Contract Number, as illustrated below:



"SUBJECT:  Contract No. DE-AC04-94AL85000 (insert subject topic after Contract Number, e.g., "Request for subcontract placement approval")."

G-2	GOVERNMENT CONTACT FOR CONTRACT ADMINISTRATION



The Kirtland Area Office (KAO), is the contracting office for administration of this Contract.  The KAO Contracting Officers are Contracting Officers only for administration of this Contract.  The Contractor shall use the DOE KAO as the focal point for all administrative matters regarding this Contract, with the exception of those efforts defined in Part III, Section J, Appendix B, paragraph 3.9.  The Carlsbad Area Office (CAO) has been assigned responsibility for management and technical direction of the Waste Isolation Pilot Plant (WIPP) (reference Part III, Section J, Appendix B, paragraph 3.9 only) by the DOE Headquarters Program Office.  The CAO is delegated authority for administrative direction and instructions in accordance with administrative policies and procedural requirements established for WIPP projects only.  Administrative areas which impact other Contractor programs or the Contractor as a whole continue to be the responsibility of the KAO.  Further, the foregoing authorities do not include the authority reserved by the AL Contracting Officer to issue or accept changes in scope, price, terms or conditions of the Contractor, or to sign contractual documents.



The Manager, Albuquerque Operations Office, is the Contracting Officer, unless otherwise delegated, for all other matters including waivers, deviations, or modifications to the requirements, terms, or conditions of this Contract.
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	Section H



	SPECIAL CONTRACT REQUIREMENTS



H-1	REPRESENTATIONS AND CERTIFICATIONS



	The Representations, Certifications, and Other Statements of Offeror for this Modification M081 completed by the Contractor and dated August 27, 1998, are hereby incorporated in this Contract by reference.

H-2	MODIFICATION AUTHORITY



Notwithstanding any of the other provisions of this contract, a Contracting Officer shall be the only individual on behalf of the Government to:



(a)	Accept nonconforming work;



(b)	Waive any requirement of this contract; or



(c)	Modify any term or condition of this contract.

H-3	BUSINESS ENTITY - Federally Funded Research and Development Center (FFRDC)



Sandia Corporation shall operate as a separate, autonomous business entity  which has as its sole purpose the management and operation of Sandia National Laboratories.  Accordingly, the Contractor will establish and maintain its own system of policies and procedures related to management and operation of the Laboratories which is consistent with the terms of this contract, DOE Directives, regulations, and practices.   The contractor shall conduct its business consistent with the policies and procedures applicable to FFRDC facilities as set forth in  Federal Acquisition Regulations Part 35.017-1 (c ) (4) and 35.017-2(h).

H-4	SANDIA CORPORATION OBLIGATIONS



Existing contractual agreements and regulatory obligations entered into under Contract No. DE-AC04-76DP00789 will continue upon execution of this Contract.  The contractual agreements shall include all (a) subcontracts and purchase orders; (b) agreements with domestic and foreign research organizations; (c) agreements with universities and colleges; and (d) other similar agreements.  The Contractor shall continue to have responsibility and accountability under the terms of this Contract for  all existing commercial and regulatory obligations of Sandia Corporation.

H-5	WORK AUTHORIZATION CONTROL SYSTEM



Each fiscal year, DOE will issue Work Authorizations in accordance with DOE Order 5700.7C "Work Authorization System"  listed in Part III, Section J, Appendix J, List of Applicable Directives, and Approved Funding Programs to the Contractor.  The Contractor will issue internal case authorizations or other approved documents within the limits of the Approved Funding Program and furnish two copies to the Contracting Officer.  All work performed by the Contractor shall be consistent with Approved Funding Programs approved and revised by the Contracting Officer or designee from time to time.

H-6	GOVERNMENT-OWNED PROPERTY AND EQUIPMENT



Upon execution of this Contract, the Contractor shall accept the transfer of and accountability for Government-Owned Property and Equipment, including special nuclear material from Contract No. DE-AC04-76DP00789 with the American Telephone and Telegraph Company (AT&T).

H-7	INTEGRATED ACCOUNTING  (DOE Acquisition Letter, AL 93-2)



Integrated accounting procedures are required for use under this Contract.  The Contractor's financial management system shall include an integrated accounting system which is linked to DOE's accounts through the use of reciprocal accounts and which has electronic capability to transmit monthly and year-end self-balancing trial balances to the Department's Primary Accounting System for reporting financial activity under this Contract in accordance with requirements set forth in Part III, Section J, Appendix J, List of Applicable Directives, to this Contract.

H-8	FINANCIAL MANAGEMENT SYSTEM (DOE Acquisition Letter, AL 93-2)



The Contractor shall maintain and administer a financial management system that includes an integrated accounting system and (1) is suitable to provide proper accounting in accordance with DOE requirements for assets, liabilities, revenues accruing to the Contractor in connection with the work under this Contract, expenditures, costs and obligations; (2) permits the preparation of accounts and accurate, reliable financial and statistical reports; and (3) assures that accountability for the assets can be maintained.  The Contractor shall submit to  DOE for written approval an annual plan for new financial management systems and/or subsystems and major enhancements and/or upgrades to the currently existing financial systems and/or subsystems.  Any deviation from this plan must have prior written DOE approval.

H-9	RESERVED

H-10	RESERVED

H-11	RESERVED

H-12	SANDIA CORPORATION



(a)	“Contractor" means Sandia Corporation, a Delaware corporation, a wholly-owned subsidiary of Lockheed Martin Corporation.  Lockheed Martin Corporation, a Maryland Corporation, is the sole stockholder of the Contractor. 



(b)	Until expiration or termination of this Contract, all of the stock of Sandia Corporation will be owned by the Contractor's parent organization, Lockheed Martin Corporation.  Upon the expiration or termination of this Contract, the Contractor, at the option of DOE and upon payment to it of the amount of Sandia Corporation's paid-in-capital, shall effect:  (1) the resignation of the board-of-directors and officers of Sandia Corporation  and the election of directors and officers designated by DOE and; (2) assignment and transfer of all of the stock of Sandia Corporation as may be directed by DOE.

H-13	RESERVED

H-14	PERFORMANCE GUARANTEE



The Contractor's Parent Organization, Lockheed Martin Corporation, has provided a performance guarantee in a manner and form acceptable to the Contracting Officer assuring the performance, duties, and responsibilities of the Contractor shall be satisfactorily fulfilled.  The performance guarantee is set forth in Part III, Section J, Appendix I, entitled “Performance Guarantee.”

H-15	PRIVACY ACT SYSTEMS OF RECORDS



The Contractor shall design, develop, or operate the following systems of records on individuals to accomplish an agency function pursuant to the Contract Clause entitled "Privacy Act."



	DOE System No.				Title



DOE-5			Personnel Records of Former Contractor Employees

DOE-31		Firearms Qualifications Records

DOE-35		Personnel Radiation Exposure Records

DOE-38		Occupational and Industrial Accident Records

DOE-42		Personnel Security Clearance Index

DOE-44		Special Access Authorization for Categories of Classified     Information

DOE-45		Weapon Data Access Control System

DOE-47		Security Investigations

DOE-48		Security Education and/or Infraction Reports

DOE-50		Personnel Assurance Program Records

DOE-51		Employee and Visitor Access Control Records

DOE-52		Alien Visits and Participation



The above list shall be revised from time to time by mutual agreement between the Contractor and the Contracting Officer as may be necessary to keep it current.  Such changes need not be formally incorporated before the annual contract update modification, but shall have the same effect as if actually listed above for the purpose of satisfying the listing requirement contained in Paragraph (a)(1) of the Contract Clause entitled "Privacy Act."

H-16	REVISIONS TO REQUIRED FINANCIAL MANAGEMENT COMPLIANCE DOCUMENTS (DOE Acquisition Letter, AL 93-2)



The Contractor shall comply with applicable requirements set forth in Part III,  Section J, Appendix J, List of Applicable Directives, to this Contract.  The Contractor shall comply with any changes to the requirements that both (1) are due to revisions to the required financial management documents or the issuance of new required financial management documents, and (2) the Contracting Officer specifies in writing.  Any increased costs shall be allowable if they comply with all other requirements of the Contract.

H-17	PREEXISTING CONDITIONS



	(a)	Any liability, obligation, loss, damage, penalty, fine, or claim (including, without limitation, a claim involving strict or absolute liability), action, suit, cost, expense or disbursement which may be incurred, imposed, or asserted by any party and arising out of any act or failure to act which occurred before October 1, 1993, in conjunction with the management and operation of Sandia National Laboratories, shall be deemed incurred under Contract No. DE�AC04�76DP00789.  If it is not possible to relate or reasonably allocate particular activities to individual periods, the costs shall be presumed to have incurred before October 1, 1993.



	(b)	Notwithstanding the provisions of subparagraph (a) above, to the extent the acts or failure to act of the Contractor after September 30, 1993, cause or add to any fine, or penalty, or remediation costs resulting from a condition in existence prior to October 1, 1993, the Contractor shall be responsible in accordance with the terms and conditions of this Contract.  The Contractor has the duty to inspect existing facilities and sites and timely identify to the Government those conditions which it believes could give rise to a liability, obligation, loss, damage, penalty, fine, claim, action, suit, cost, expense, or disbursement or areas of actual or potential noncompliance with the terms and conditions of this Contract or applicable law or regulation, and the responsibility to take corrective action, as directed by the Contracting Officer or as required elsewhere in this Contract.



	(c)	The obligations of the Government under this provision are subject to the Contract Clause entitled "Obligation of Funds."

H-18	OWNERSHIP OF RECORDS RELATING TO THIS CONTRACT



As used in Contract Clause I-126, “Access to and Ownership of Records”:



(a)	“Employee relations records” include records pertaining to qualifications or suitability for employment of any employee, applicant, or former employee, allegations, investigations, and resolution of employee misconduct, discipline, or charges of discrimination, negotiations, arbitration or grievance proceedings with any labor organization in connection with any labor organization in connection with any labor contract, or affirmative action plans and related records.



	(b)	“Employee assistance program records” include psychological/psychiatric records and files maintained on individual employees, applicants, and former employees of contractor.

H-19	NON�LIABILITY WITH RESPECT TO "COST ACCOUNTING STANDARDS" CLAUSE



Reference is made to the Contract Clause entitled "Cost Accounting Standards."  Notwithstanding the provisions of that clause, the Contractor shall not be liable to the Government for any increased costs or interest thereon, resulting from any failure of the Contractor, with respect to activities carried on at the site of the work, to comply with said clause; provided, the Contractor is in compliance with DOE accounting practices and procedures.  The Contractor also shall not be liable to the Government for any increased costs or interest of a subcontractor who fails to comply with applicable Cost Accounting Standards or to follow any practices disclosed pursuant to the requirements of such clause, provided that the Contractor shall include in each covered subcontract a clause making the subcontractor liable for any increased costs or interest thereon resulting from any failure of the subcontractor to comply with prescribed standards or disclosed practices.

H-20	CONTROL OF NUCLEAR MATERIALS



As used in this clause, “nuclear materials” means source material, special nuclear material, and other materials to which DOE Directives regarding the control of nuclear materials apply.  The Contractor shall, in a manner satisfactory to the Contracting Officer, establish and maintain a materials management program, establish and maintain appropriate nuclear material transfer procedures and control measures, establish accounting and measurement procedures, maintain current records, and institute appropriate control measures for nuclear materials in its possession commensurate with the national security and applicable DOE Directives.  Except as otherwise authorized by the Contracting Officer, nuclear materials in the Contractor’s possession, custody, or control shall be used only for furtherance of the work under this Contract.  The Contractor shall include in every subcontract involving the use of nuclear materials for which the contractor has accountability, appropriate terms and conditions for the use of nuclear materials and the responsibilities of the subcontractor regarding control of nuclear materials.

H-21	UNCLASSIFIED CONTROLLED NUCLEAR INFORMATION (UCNI)



Documents originated by the Contractor or furnished by the Government to the Contractor in connection with this Contract may contain Unclassified Controlled Nuclear Information as determined pursuant to Section 148 of the Atomic Energy Act of 1954, as amended.  The Contractor shall be responsible for protecting such information from unauthorized dissemination in accordance with DOE regulations and directives.

H-22	RESERVED

H-23	RESERVED

H-24	RESERVED

H-25	ORGANIZATIONAL CONFLICTS OF INTEREST (OCI) - SPECIAL PROVISION



The Contractor and the Contractor's affiliates shall comply with the provisions of the approved SNL OCI Management Plan in the performance of the Contract and any deviations or amendments to said Plan shall require the express written approval, in advance, from the Contracting Officer.  The Contractor shall submit to the Contracting Officer annual OCI Disclosure Update Statements beginning July 1, 1999..  Notwithstanding the annual disclosure requirement, any change in relevant facts since the last OCI Disclosure Update Statement shall be disclosed to the Contracting Officer pursuant to Contract Clause entitled “Organizational Conflicts of Interest,” and paragraph (c)(1), “Disclosure After Award.”  Initial notification to the Contracting Officer shall be accomplished as soon as the facts are known with a full disclosure within 60 days of the initial notification, unless otherwise directed by the Contracting Officer.

H-26	HOME OFFICE AND OTHER CORPORATE SUPPORT



	(a)	Pursuant to the Contract Clause entitled "Allowable Costs and Fixed Fee (Management and Operating Contracts)" the parties have agreed that the following home office and other parent organization or affiliate-provided services, directly attributable to the performance of this contract, are allowable costs.  Such support and services are not considered procurements as contemplated by the Contract Clause entitled "Contractor Purchasing System."  Support activities include, but are not limited to, the following:



(i)	Analysis and monitoring of employee benefits

(ii)	Union negotiations and personnel support

(iii)	Legal and/or labor contract support

(iv)	Financial and tax accounting support

(v)	Internal audit

(vi)	Purchasing/national agreements

(vii)	Environmental management

(viii)	Corporate Ethics

(ix)	Import/Export compliance

(x)	Technical operations

(xi)	Board of Directors Meetings



(b)	The Contractor shall charge to the account of the Government as provided in the Contract Clause entitled "Payments and Advances," or as otherwise directed by the Contracting Officer, the amounts incurred for the above support services.  Such amounts will be charged and accounted for as follows; however, in any event, they shall not be inconsistent with the cost principles in FAR 31.2 as supplemented by DEAR 931.2: 



(1)	Corporate Services Provided to SNL. Costs may include  travel, per diem, and other out-of-pocket costs, plus the actual salaries of the persons performing such services plus a percentage factor of salaries to cover fringe benefits and payroll taxes.  The percentage factor will be applied in accordance with the Cost Accounting Standards Disclosure Statement issued by Lockheed Martin Corporation.  The budget for all costs will be subject to advance approval by the Contracting Officer.  All such costs will be charged against a specific Sandia Corporation-issued order or Inter-Lockheed Martin Corporation Work Transfer Agreement (IWTA) for such services as applicable.  The Contractor may issue such orders or IWTA within the total budget limitation approved by the Contracting Officer for this support.  



(2)	Board of Directors Meetings.  Meetings of the Contractor's Board of Directors are for the purpose of assessing management and performance under this contract and providing management guidance and assistance.  Full Board of Directors meetings will be held approximately four times per year at locations convenient to SNL and corporate facilities.  Other ancillary Board committee meetings may be held from time to time as authorized by the Board  The applicable fiscal year (FY) budget will be submitted to the Contracting Officer for prior approval.  This paragraph is not intended to make allowable any other expressly unallowable costs cited elsewhere in this contract.



(c)	The Contractor shall provide periodic reports of activities and costs incurred as required by the Contracting Officer.  The amount reimbursable under this Contract shall be subject to DOE audit.



(d)	The total FY 1999 estimated budget for these services is $1,424,400.  Budget limitations shall not be exceeded without prior Contracting Officer approval.  The parties agree that the budgeted amounts for costs may be reviewed further for appropriateness and scope.  In addition, the parties agree that a tracking process, acceptable to the Contracting Officer, providing sufficient detail for reasonable accountability, shall be implemented.  The DOE and Contractor agree to negotiate in good faith any adjustments to these budgeted amounts as a result of empirical information from any such tracking system or reviews.

H-27	CONTRACTOR COMMITMENTS



The Contractor agrees to use its best efforts to perform, or have performed in the case of those of the Parent Organization, those commitments set forth in Part III, Section J, Appendix K, entitled "Contractor and Corporate Parent Commitments, Agreements, and Understandings."

H-28	RESERVED

H-29	RESERVED

H-30	COST REDUCTION PROPOSALS



(a)	GENERAL.  The Contractor is encouraged to develop, prepare, and submit Cost Reduction Proposals (CRPs) to the Contracting Officer for review and acceptance. If accepted, the Contractor shall share in any net acquisition savings realized from the accepted CRPs in accordance with the incentive share rate(s) in paragraph (f) below.



(b)	DEFINITIONS.  "Acquisition savings," as used in this clause, means savings resulting from the application of an accepted CRP to this Contract.  Acquisition savings include Contract savings which are the cost reductions on this, the instant Contract, less the Contractor's allowable CRP development and implementation costs.  Acquisition savings shall be limited, for calculation purposes, to a period not to exceed the period of performance as set forth in clause F.3, Period of Performance.  In order to qualify for sharing, savings must be susceptible to being deducted from the instant Contract, whether or not such deduction takes place.



"Contractor's development and implementation costs," as used in this clause, means those costs the Contractor incurs on a CRP specifically in developing and testing the CRP, as well as those costs the Contractor incurs to make the changes necessary for DOE acceptance of a CRP.



"DOE costs," as used in this clause, means those DOE costs that result directly from implementing the CRP, such as any net increases in the cost of testing, operations, maintenance, and logistics support.  The term does not include the normal administrative costs of processing the CRP.



"Cost reduction" means the amount of the decrease in cost of performance, without deducting any Contractor's development or implementation costs, resulting from using the CRP on this contract.



"Net acquisition savings" means total acquisition savings, less DOE costs.



"Sharing period," as used in this clause, means the period beginning with the recording of acquisition savings, as defined in this clause, and ending no later than the period of performance as set forth in clause F.3, Period of Performance.



"Instant contract" means the contract under which the CRP is submitted.  It does not include supplies and services funded after the sharing period for the specified CRP. 



(c)	PROCEDURES FOR SUBMISSION OF CRPs.  Each CRP submitted by the Contractor shall include, as a minimum, the following information:



(1)	A description of the difference between the instant Contract requirement/ process/activity and the proposed CRP requirement, the comparative advantages and disadvantages of each, the effect of the proposed CRP on these requirements, and the benefit to DOE of accepting the CRP requirement.



(2)	A description of the changes that must be made if the proposed CRP is accepted, including changes or waivers to design requirements, regulatory requirements, DOE policy, or Contract documents, etc.



(3)	A separate, detailed cost estimate for (1) the affected portions of the instant contract requirements/process/activity and (2) the proposed CRP.  The estimate for the proposed CRP shall take into account (1) the Contractor's allowable costs of developing and implementing the CRP, (2) any amount attributable to subcontracts under paragraph (i) below, and (3) the costs DOE may incur in implementing the proposed CRP.



(4)	A statement of the time by which the proposed CRP must be accepted in order to achieve the maximum cost reduction, noting any effect on the instant Contract deliverables.



(5)	The suggested sharing period for the proposed CRP.



(6)	Identification of any previous submissions of the CRP (or related CRPs), including the date(s) submitted, contract numbers involved, and result of proposal.



(d)	CALCULATION OF ESTIMATED NET ACQUISITION SAVINGS.  Estimated net acquisition savings shall be calculated by subtracting the estimated total costs of performance after incorporation of the proposed CRP (including all Contractor development and implementation costs and DOE costs) from the total costs of the existing requirements.



(e)	ACCEPTANCE OR REJECTION OF CRPs.  The Contracting Officer will notify the Contractor in writing that the CRP has been accepted or rejected within 45 calendar days after the Contracting Office receives the CRP.  If additional time is required, the Contracting Officer shall notify the Contractor within the 45-day period and provide the reason for the delay and the expected dated of the decision. DOE will process CRPs expeditiously; however, it shall not be liable for any delay in acting upon a CRP.  The only CRPs that will be considered are those which the Contractor can demonstrate will, as a minimum, (i) result in a reduction in the total agreed upon estimated cost for authorized work in the sharing period; (ii) not reappear as costs in subsequent periods; and (iii) not result in any impairment of essential functions.  Once accepted, the items to be agreed upon shall include, as a minimum, the estimated net acquisition savings of the change in requirements proposed by the CRP, the estimated reduction in the agreed upon estimated cost for the sharing period, and the Contractor's share of such net acquisition savings.  Any CRP may be accepted, in whole or in part, by the Contracting Officer's award of a modification to this Contract citing this clause.  Should the Contracting Officer accept a CRP in part, the Contractor shall, within 45 days of notification of such partial acceptance, reevaluate savings and, when applicable, submit a revised CRP consistent with the partial acceptance.  Until such a Contract modification applies a CRP to this contract, the Contractor shall perform in accordance with the existing contract.  If the CRP is rejected, the Contracting Officer shall notify the Contractor, in writing, explaining the reasons for rejection.  If the parties are unable to reach an agreement on acceptable terms, the CRP will be deemed to have been rejected.  Until an agreement is reached, the Contractor shall perform in accordance with the existing requirements.  The Contractor may withdraw any CRP, in whole or in part, at any time before it is accepted by the Government.  The Contracting Officer may require that the Contractor provide written notification before undertaking significant expenditure for CRP effort. 



(f)	SHARING RATE.  If a CRP is accepted, the Contractor's share in net acquisition savings shall not exceed 25 percent of the savings realized by DOE during the defined sharing period.  The Contractor agrees that not less than 10 percent of the Contractor's share of savings shall be retained by Sandia Corporation to be distributed to those employees involved in identifying and/or achieving the cost reduction.



(g)	PAYMENT OF CONTRACTOR'S SHARE.  The Contractor shall accumulate the actual cost of the performance during the sharing period and shall provide a cost report to the DOE Contracting Officer.  This report shall be accompanied by a request for payment of the appropriate Contractor's share of the savings.  This cost report shall be provided either upon completion of the sharing period or on a yearly basis, whichever is shorter, unless the parties mutually agree to an alternate submittal schedule.  After review and acceptance of the Contractor's cost report, the Contracting Officer will approve the Contractor's withdrawal of funds, as payment of the Contractor's share of the cost savings, from the Special Financial Institution Account.  DOE shall have the right to validate the actual cost of performance to determine the extent of actual savings.



No sharing will be authorized in any sharing period when (1) the Contractor's performance, in the performance area where the CRP applies, is evaluated by DOE at less than "good" under annual multi-program laboratory appraisal review procedures, unless the Contractor proves to the satisfaction of the Contracting Officer that failure to perform was not the result of action taken to implement the CRP, or (2) as a result of the CRP initiative, the Contracting Officer determines that the Contractor compromised environmental, safety, and health requirements, or (3) the costs saved will become costs incurred in future periods as a result of work being deferred to the future period.



(h)	SUBCONTRACTS.  The Contractor may include an appropriate clause similar to this clause in any subcontract.  In calculating any estimated net acquisition savings in a CRP under this Contract, the Contractor's preparation, submission, testing, development, and implementation costs shall include any subcontractor's allowable costs and any CRP incentive payments to a subcontractor clearly resulting from the acceptance of such CRP.  The Contractor may choose any arrangement for subcontractor CRP incentive payments, provided that the payments shall not reduce DOE's share of Contract net savings.



(i)	IMPLEMENTATION PLAN.  For the purpose of implementation of this clause, the Contractor shall submit to the Contracting Officer, by January 15, 1995, an Implementation Plan which will address, as a minimum, the following:  (1) detailed procedures for submission of CRPs; (2) methodology for acceptance and rejection of CRPs; and (3) application to subcontracts.



(j)	DISPUTES.  Actions taken under this clause shall not be subject to the Disputes Clause or otherwise subject to litigation under the Contract Disputes Act of 1978 (41 U.S.C. 601-613).

H-31	RESERVED

H-32	ENVIRONMENTAL RESTORATION



In accordance with the expectations of DOE and the commitment by the Laboratory Director in reference to the DOE Environmental Restoration (ER) Project, the Contractor shall implement the ER Action Plan complete with the cost and schedule baselines in accordance with Part III, Section J, Appendix L, Environmental Restoration (ER Project Commitments (FY 1999),of this Contract.

H-33	RESERVED

H-34	WORK FOR OTHERS (WFO) BILLINGS AND COLLECTIONS 



Pursuant to Part III, Section J, Appendix B, Paragraph 5.4, Sandia Corporation shall assume responsibility of WFO billing, collection and depositing of funds received in accordance with DOE Order 0534.1, Chapter 13, and DOE Order 0481.1, except for following bad debt provisions.  Sandia shall be permitted to transfer bad debts after one year of unsuccessful collection attempt to AL/Albuquerque Financial Service Center (AFSC).  Sandia will use its letterhead for invoices generated after the transfer date.  Payments will be returned to Sandia for deposit.  Sandia shall incur no liability for bad debt expenses if performing these services in accordance with the DOE Orders cited above. 

H-35	RESERVED

H-36	PERFORMANCE-BASED MANAGEMENT



(a)	Performance-Based Management System.  This Contract is a performance-based management and operating Contract.  The parties agree that they will continue to utilize and improve on the performance-based management system for appraisal and evaluation of the Contractor’s performance under this Contract.



(b)	Performance Appraisal Process.  The process for the performance appraisal activities has been developed jointly by DOE and the contractor and is documented in the Guidance Document for the DOE/SNL Performance Appraisal Process.  This document provides the information and guidance on the process used to accomplish the annual appraisal and combines elements of self-assessment, oversight, and appraisal.  The three major deliverables for these elements are:



(1)	DOE/SNL Appraisal Agreement.  The DOE/SNL Appraisal Agreement documents the annually-negotiated performance criteria by which DOE will appraise the Contractor’s performance.  The Agreement follows the intent of the Guidance Document for the DOE/SNL Performance Appraisal Process.  DOE reserves the right to make the final decision on all performance measures.



(2)	SNL Appraisal Self-Assessment Report.  An annual report, to be prepared by Sandia, of performance in predetermined functional areas as defined in the DOE/SNL Appraisal Agreement.



(3)	Laboratory Appraisal Report.  An annual report, prepared by DOE, which provides an evaluation of the Contractor’s performance during the prior fiscal year.

H-37	LIFE CYCLE ASSET MANAGEMENT (LCAM) REQUIREMENTS



(a)	Asset Management



The Contractor shall plan, acquire, maintain, operate, and dispose of  DOE facilities at the Laboratory through documented and integrated management processes including Sites Comprehensive Planning, Project Management, Maintenance, Real Property, Utilities Acquisition and Management, and Energy Management.  Stewardship of the facilities at the Laboratory shall be accomplished in a cost-effective manner to meet the DOE mission.  Management of the facilities shall be based on incorporation of industry standards, a graded approach, and systematic analysis of life-cycle benefits received for the capital and operating costs incurred. The physical plant shall be maintained and operated in a manner that assures facilities are “fit for use.”  The term “fit for use” is defined as facility conditions that can effectively, efficiently, and safely support  the world class research, science based engineering, and production efforts that take place at the sites managed by the contractor. 



(b)	Facilities Management Performance 



(1)	General



The Contractor’s facilities management processes shall generally comply with various DOE guidance provided such as the Functional Requirements Document discussed in Part III, Section J, Appendix J, Supplemental Directive AL 430.1.  The minimum industry standard controlling design, construction, and materials for maintenance, repair, renovation, and new construction shall be the Uniform Building Code as issued by the International Conference of Building Officials, 1994 version or later edition at the discretion of the Contractor.  Use of the Uniform Building Code as the minimum standard is not required to be applied retroactively to facilities designed, constructed, or modified prior to the date of incorporation of this paragraph in this Contract.



(2)	Site Facility Plan



The Contractor shall establish and maintain a Site Facility Plan that addresses the current condition of the Laboratory and future needs based on the strategic plan for the Laboratory.  This Plan shall be updated annually.  The Plan shall be submitted to DOE for review and comment.



(3)	Project Management



All capital investments shall be managed and controlled by the contractor as required by DOE policies and procedures including the Project Execution Plan for each project. 



(4)	Real Property 



Real property at the sites shall be acquired, operated, and disposed of in a manner to support the policies and standards established by DOE with regard to optimization of space and proper utilization of facilities.  The acquisition and disposal of real property shall be based on the facility needs identified in the Site Facility Plan.



(i)	Real Property Acquisition and Disposal.



(A)	Acquisition (other than by Contractor Lease):  Contractor shall provide a Preliminary Real Estate Plan (PREP) for all proposed acquisitions to a DOE-Certified Real Estate Specialist for review and approval.



(B)	Disposal:  Contractor shall provide a PREP for all proposed disposals to a DOE-Certified Real Estate Specialist for review and approval.



(ii)	Real Property Leasing:



(A)	The contractor shall comply with “Contractor Plan for Acquisition of Leased Real Property,” dated June 30, 1997, and as amended.



(B)	Annually, the contractor shall submit the “Contractor Plan for Acquisition of Leased Real Property” to the appropriate DOE-Certified Real Estate Specialist for review and approval.



 



(5)	Operations and Maintenance 



Facilities shall be operated and maintained in such a manner that they are fit for the intended use; promote operational safety; protect the environment, the workers, and the public; enhance the laboratories missions; minimize the use of energy resources; and protect the Government’s capital investment.



(6)	Utilities Acquisition and Management



Utility systems including electrical, water, natural gas, sewage, telephone, and steam shall be acquired, operated, and maintained to provide highly reliable and efficient systems.



(7)	Energy Management



The Contractor shall manage the use of energy resources in a manner that minimizes energy consumption.



(c)	Business Plan 



Near the beginning of each fiscal year, the Contractor shall submit to the DOE Area Office, for concurrence, a Facilities Management Business Plan which describes the work planned for that year.  The planned work will be based on completing the activities identified in the Site Comprehensive Plan as modified to accommodate mission changes, and the actual allocation of resources for facilities management that fiscal year.  The Business Plan shall include proposed Facilities Management performance measures and goals for that fiscal year.  These measures and goals will be negotiated between the DOE and the Contractor, and the negotiated measures and goals will be incorporated in the annual appraisal agreement which is discussed in Clause H-36, Performance-Based Management, of this Contract.

H-38	CONTRACTOR EMPLOYEES



In carrying out the work under this Contract, the Contractor shall be responsible for the employment of all professional, technical, skilled, and unskilled personnel engaged by the Contractor in the work hereunder, and for the training of personnel.  Persons employed by the Contractor shall be and remain employees of the Contractor and shall not be deemed employees of the DOE or the Government; however, nothing herein shall require the establishment of any employer-employee relationship between the Contractor and consultants or others whose services are utilized by the Contractor for the work hereunder.

H-39	INTEGRATED SAFETY MANAGEMENT SYSTEM 



Contract Clause entitled “Integration of Environment, Safety, and Health into Work Planning and Execution,” requires the Contractor to develop and implement a Safety Management System.  The Contractor’s Integrated Safety Management System Description and Implementation Plan, as approved by DOE December 2, 1996, provides the framework and associated Implementation Plan Milestone Schedule for development of the system.  The Contractor shall implement the described Integrated Safety Management System in accordance with the approved Implementation Plan.

H-40	RESERVED

H-41	CONTRACTOR’S MANAGERIAL PERSONNEL



For the purpose of implementation of paragraph (j) of the clause entitled “Property,” the Contractor’s managerial personnel are identified as the President and Laboratory Director, the Executive Vice-President and Deputy Laboratory Director, and Laboratory Vice Presidents.

H-42	IMPLEMENTATION OF SECTION I CLAUSES (SPECIAL)



(a)	For the purpose of implementation of Contract Clause entitled “Authorization and Consent (Alternate 1),” the Contractor agrees to include, and require inclusion of, the clause 48 CFR 52.227-1 entitled “Authorization and Consent,” suitably modified as to the parties, as prescribed by 48 CFR 27.201-2(a), in all subcontracts expected to exceed the simplified acquisition threshold.



(b)	The provisions of Contract Clause entitled “Reporting of Royalties,” appropriately modified as to the parties, shall be included in all subcontracts that exceed the simplified acquisition threshold unless otherwise approved by the Contracting Officer.



(c)	For purposes of implementation of Contract Clause entitled “Equal Opportunity Preaward Clearance of Subcontracts”, the referenced clause “subcontract” as used in this clause means “Contractor Purchasing System.”



(d)	For purposes of implementation of Contract Clause entitled “Government Supply Sources,” the referenced clause  “Government Property” as used in this clause means “Property” which shall apply to all property acquired under an authorization to use Government supply sources.



(e)	For purposes of implementation of Contract Clause entitled “Acquisition and Use of Environmentally Preferable Products and Services, Executive Order 12873 of October 20, 1993, has been amended by Executive Order 12995 of March 25, 1996.  Correct title of guidelines cited in paragraph (2) is “Comprehensive  Procurement Guidelines for the Products Containing Recovered Materials.”



(f)	For purposes of implementation of paragraph (c ) (1)  of Contract Clause entitled “Technology Transfer Mission,” costs in any fiscal year shall not exceed an amount equal to 1.0 percent, without written approval of the Contracting Officer.



(g)	For purposes of implementation of Paragraph (d) of Contract Clause entitled “Accounts, Records, and Inspection,” the parties agree that contractor official procurement file records are contractor-owned records.  Associated official financial records that are stand alone, separate and apart from the official procurement file records remain government-owned records.

H-43	SECURITY REGULATIONS



For purposes of implementation of Paragraph (b) of the Contract Clause entitled “Security,” the contractor shall comply with all security regulations and as contemplated in the Contract Clause entitled “Laws, Regulations, and DOE Directives.”

H-44	PERSONNEL APPENDIX



For purposes of implementation of Paragraph (d) (8) of Contract Clause entitled “Allowable Costs and Fixed-Fee (Management and Operating Contracts),” the personnel appendix is set forth in Part III, Section J, Appendix A, of this Contract.  The term “approval letters” means “Reimbursement Authorizations.”
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