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Mr. Chairman and members of the Subcommittee, thank you for the opportunity to testify
on the Department of Energy (DOE) National Nuclear Security Administration’s (NNSA) Fiscal
Year (FY) 2002 budget request. The overall request —including Defense Programs, Defense
Nuclear Nonproliferation, Naval Reactors, and the Administrator’ s Office — totals $6.8 billion.

The Defense Programs (DP) FY 2002 budget request is $5.3 billion, an increase of 4.6
percent over the comparable appropriated FY 2001 level. This budget will support (1) all
scheduled maintenance, evaluation, and certification activities for the current stockpile, while
deferring some decisions on future refurbishment workload; (2) manufacture of a certifiable W88
with a newly manufactured pit in FY 2003, with no commitment to a certification schedule or to
production quantities; (3) maintenance of all current facilities and sites at approximately the
current level of funding; (4) maintenance of current management and operating (M& O)
contractor employment levels for ongoing programs; (5) maintenance of secure transportation
and nuclear weapon incident response assets at approximately their current levels; (6) current
requirements for weapons saf eguards and security, while undertaking alimited cyber security
initiative; and (7) maintenance of federal staffing levels at the current, on-board level, including
re-consolidation of NNSA federal landlord, safeguards, and security staffs. Specific lineitems
include Directed Stockpile Work ($1,043,791,000), Campaigns ($1,996,413,000), Readinessin
Technical Base and Facilities ($1,446,988,000), Secure Transportation Asset ($121,800,000),
Safeguards and Security ($448,881,000), and Program Direction ($271,137,000).

The Defense Nuclear Nonproliferation (NN) FY 2002 request is $773.7 million. Thisisa
decrease from the 2001 budget, but this does not represent alessening of our commitment to
meeting the ever-growing challenges faced in the international nonproliferation or threat
reduction arena. The request does cover the funding needed to support a broad range of
nonproliferation goals. These include: (1) international nuclear safety, (2) detecting the
proliferation of weapons of mass destruction, (3) preventing the spread of nuclear materials,
technology, and expertise, and (4) eliminating inventories of surplus fissile material usable for
nuclear weapons. Specific line items include Nonproliferation and Verification Research and
Development ($206,102,000), International Nuclear Safety ($13,800,000), Highly Enriched
Uranium (HEU) Transparency |mplementation ($13,950,000), Arms Control and
Nonproliferation ($101,500,000), International Materials Protection, Control and Accounting



($138,800,000), Fissile Materials Disposition ($248,089,000), and Program Direction
($51,459,000).

The Naval Reactors (NR) FY 2002 budget request is $688, 045,000, virtually unchanged
from the FY 2001 appropriated amount. This budget will support planned activities for Naval
Reactors Development, including Plant Technology, Reactor Technology and Analysis, Materials
Development and Verification, Evaluation and Servicing, Facility Operation, and Construction.
In real terms, the NR budget is decreasing about $18,000,000 due to inflation. This decrease
reflects progress toward completing major inactivation work on the S3G and D1G prototype
reactor plants at the Kesselring site, along with the final phase of the Windsor site inactivation
and cleanup work. Specific line itemsinclude Naval Reactors Development ($665,445,000) and
Program Direction ($22,600,000).

The FY 2002 budget request for the Office of the Administrator of the NNSA is $15
million. The Department of Energy isrequired by various laws to enhance U.S. national security
through the military application of nuclear technology, and to reduce global danger from the
proliferation of weapons of mass destruction. The NNSA, a semi-autonomous Administration
within the Department, carries out these responsibilities. Established in March 2000, pursuant to
Title 32 of the National Defense Authorization Act for FY 2000 (Public Law 106-65), the NNSA
is structured to provide clear and direct lines of accountability and responsibility for the
management and operation of the nation’s nuclear weapons, naval reactors, and nuclear
nonproliferation activities.

In January 2001, President Bush asked the Secretary of Defense, in coordination with the
Secretary of Energy, to conduct a Strategic Defense Review to create a new vision for the role of
the nation’s military in the 21% century. Completion of this review will certainly impact the FY
2002 and out-year budgets for defense and national-security-related activities. The
Administration plans to determine the final FY 2002 and out-year funding requests when the
Strategic Defense Review is complete. As Secretary Abraham indicated in his statement on
April 9, 2001, concerning the DOE FY 2002 Budget Request to Congress, “While awaiting the
policy shaped by the Strategic Defense Review, we will refocus funding to meet vital national
security needs, including investments to maintain our nuclear weapons arsenal, shore up an aging
weapons infrastructure, and improve safeguards and security at all DOE facilities.” | am here
today to describe those efforts and the progress we have made since the NNSA was created.

STANDING UP THE NNSA

Asyou know, the NNSA has formed for just over oneyear. Asthe NNSA Administrator,
thisis my first opportunity to appear before the Subcommittee to discuss the NNSA budget
request. Before providing a detailed presentation of our budget, based on our key goals and
strategies for attaining those goals, let me share with you my observations about the nation’s
nuclear security enterprise and some of the accomplishments the NNSA has achieved during its
short existence.



| begin by emphasizing that our focusis on our mission, as Congress defined it in the
NNSA enabling legislation — Title 32 of the the National Defense Authorization Act for Fiscal
Year 2000. Title 32 contains six mission objectives:

1. To enhance United States national security through the military applications of nuclear
energy.

2. Tomaintain and enhance the safety, reliability, and performance of the United States
nuclear weapons stockpile, including the ability to design, produce, and test, in order to
meet national security requirements.

3. To provide the United States Navy with safe, militarily effective nuclear propulsion

plants and to ensure the safe and reliable operations of those plants.

To promote international nuclear safety and non-proliferation.

To reduce the nuclear danger from weapons of mass destruction.

To support United States |eadership in science and technology.

o U A

The NNSA’s mission isto strengthen national security and reduce the global threat
from weapons of mass destruction, through the application of science and technology. While
standing up the NNSA has proceeded more slowly than | would have liked, we are fulfilling our
mission every day in our laboratories, production facilities, test site, and, yes, even in remote
parts of the world, where we pursue our nonproliferation goals. And, my friend Admiral
Bowman oversees 102 naval nuclear reactors, helping underwrite American military presence
and deterrence around the globe.

OBSERVATIONS

Over the six months, | have traveled to all of the national defense laboratories, the
production plants, and the federal field offices. | have met many of the men and women who
make up the NNSA. Based on my observations and interactions, | am very impressed with the
dedication our team brings to their work and our mission; the intelligence and creativity they
apply to the highly complex scientific and engineering problems that confront them; and the
technical skillsthey use to maintain the safety, security and reliability of this nation’s aging
nuclear weapons stockpile, while addressing the risks of proliferation and use of weapons of
mass destruction, and devel oping the most efficient, safest nuclear reactors ever conceived.

Aslong as nuclear deterrence remains the cornerstone of our national security strategy
and we continue to face the risk of weapons of mass destruction, we must ask nothing less than
the continued excellence these people have delivered for more than fifty years. In fact, we must
continue to demand more — more security, improved health and safety of our workers, more
environmentally benign processes, and higher efficiency. They, in turn, deserve our support and
our advocacy.

As we discuss budgets, programs, and projects, it isimperative that we not lose sight of
the fact that the success of the NNSA depends on these talented and patriotic Americans — the



technicians, administrative staff, scientists, guards, engineers, maintenance crews, managers, and
al the others —who contribute to the nation’s nuclear defense. One of my jobs isto make certain
that none of uslose sight of this simple fact —we must not jeopardize the success of these
programs by making decisions that unnecessarily hinder our people from performing their best
work or stifle their creativity or limit their initiative.

| assumed this job at a moment in which the enterprise, as a whole, was struggling with
security concerns and gquestions about its future, and the morale of our people was at an all-time
low. While hard to quantify, | sense, and | believe my colleagues and the leadership at the
|aboratories and production plants would agree, that morale has begun to improve. People are
starting to feel better about themselves, their work, their institutions, and the direction in which
they see the NNSA moving, especialy at the laboratories.

MISSION ACCOMPLISHMENTS

Last year, our overall budget saw itsfirst real growth in many years, and, for that, | thank
the Congress. This tangible commitment to our mission by Congress has sent a strong signal that
the mission isimportatnt and enduring, and has allowed al of usin the enterprise to begin to
really look to the future. With these additional funds, we have begun to make marginal
improvements. These additional funds will make it easier to attract and retain the next
generation of scientists and engineers, to continue to build the needed experimental and
computational facilities, and to begin to correct for our aging infrastructure at the production sites
and laboratories. Congress authorized an increase in Laboratory Directed Research and
Development (LDRD). InFY 2001, we have established a new research and development
program, dedicated to improving the efficiency and effectiveness of our production plants.

That said, the NNSA enterpriseis still very fragile, and there is much moreto do. We are
making aggressive, pro-active management decisions to improve our stewardship of the
resources provided by the Congress.

The NNSA completed the fifth annual certification of the nuclear weapons stockpile, with
the Secretaries of Defense and Energy signed their certification letter on January 11, 2001, for
transmission to the President.

Activities are on track to restore the capability of producing tritium, which isrequired for
proper operation of all nuclear-weapon types in the stockpile. On January 1, 2000, a thirty-year
interagency agreement with the Tennessee Valley Authority (TVA), making three of its reactors
availableto begin irradiation of tritium production absorber rods, as early as October 2003. On
July 27, 2000, ground was broken for the Tritium Extraction Facility at the Savannah River Site.
Delivery of new tritium gasis expected to commence in February 2006.

In concert with the Department of Defense, and through the Nuclear Weapons Council,
we now have an agreed upon program to refurbish the B61 bomb and the W76 and W80



warheads, which constitute a significant portion of the stockpile. Thiswork, in addition to the
ongoing refurbishment of the W87 intercontinental ballistic missile warhead, isaclear
demonstration that stockpile stewardship is working, and a clear measure of a renewed, much
improved relationship with the Department of Defense. At the same time, this planned workload
demands resources that are not included in the original Stockpile Stewardship Program and
demand long-delayed improvements in plant infrastructure, as well.

There are new contracts in place that give NNSA better oversight at our plants and
laboratories at Y-12, Pantex, Kansas City, and Los Alamos and Lawrence Livermore National
Laboratories.

The approach to solving infrastructure issues is a'so moving in the right direction. We
have begun a Recapitalization Initiative to develop an integrated, prioritized list of maintenance
and infrastructure activities that, when completed, will significantly increase the operational
efficiency and effectiveness at all of our sites. It isalong-term plan that will allow usto create a
weapons complex that is properly sized, using modern technologies to protect the health and
safety of our workers and communities, without creating alegacy of hazardous waste and distrust
that we do not want, nor can we afford. This plan will increase the operational readiness of
facilities, reduce non-productive facility downtime and high costs associated with unplanned
corrective maintenance, arrest the continuing deterioration of facilities, extend the useful
lifetimes of current facilities.

NNSA has rebaselined the work at the National Ignition Facility. There has been a major
turnaround in the management of this once-troubled program, and | have recently certified to
Congress that the program is on schedule and within budget. We are making progressin
plutonium pit manufacturing and certification, although there are serious issues ahead of us.
Directed Stockpile Work has made enormous leaps, and is providing the thousands of parts
needed to keep the nuclear stockpile safe, secure, and reliable. The Advanced Simulation and
Computing program (formerly the Accelerated Strategic Computing Iniative [ASCI]) is
continuing, on track, to provide the world-class computing and simulation tools required to
maintain the stockpile, now and into the future. The Nevada Test Site continues to conduct
experiments, subcritical and others, that are providing valuable data on the health of the nuclear
weapons stockpile, and are exercising skills necessary to maintain test readiness.

We have begun implementing “Integrated Safeguards and Security Management” in the
NNSA. ISSM, asit isknown, will build safeguards and security considerations into management
and work practices, a al levels, so missions are accomplished securely. It is designed to involve
the individuals performing work in the process of establishing appropriate safeguards and
security practices. Subject matter experts are available to provide guidance and information, but
we must place the responsibility for working securely squarely on the shoulders of every
individual in our complex — the scientists, technicians, production workers, and professionals
performing and managing our missions.



NNSA has been hard at work to secure and dispose of nuclear warhead materials, at home
and abroad. We are establishing methods to help prevent the unthinkable from happening — the
use of weapons of mass destruction in an attack on this country or our citizens. NNSA’sworld-
class expertise at its national |aboratoriesis vital to the success of this effort.

Since 1993, the Materials Protection, Control and Accounting (MPC&A) program has
formed afirst line of defense by working with Russiato improve the security of weapons-usable
material at ninety-five sites. By the end of the current fiscal year, the program will have
completed rapid security upgrades for nearly 4,000 Russian Navy nuclear warheads and an
additional 220 metric tons of HEU and plutonium located in Russia and the Newly Independent
States — enough material to make roughly 20,000 nuclear devices. In addition, our Second Line
of Defense (SLD) Program isimproving Russia’'s ability to detect and interdict nuclear
smuggling, by installing radiation detection equipment at key Russian border crossings, including
three seaports and two airports.

NNSA is helping to prevent the proliferation of weapons-usable material, while
significantly reducing long-term storage costs for these materialsin the U.S. Under the materias
disposition program, the U.S. and Russia are implementing an agreement, signed in September
2000, to permanently dispose of sixty-eight metric tons of weapons-grade plutonium — thirty-four
metric tons on each side.

We continue to transfer quantities of surplus U.S. highly enriched uranium — more than
thirty-four metric tons to date — to the U.S. Enrichment Corporation, for downblending to low-
enriched uranium nuclear-reactor fuel. We recently signed an agreement with the TVA to
dispose of another thirty-three metric tons of highly enriched uranium. This agreement with the
TVA will save U.S. taxpayers nearly $600 million over the cost of disposing of it as waste.

Under the HEU Purchase Agreement with Russia, we have overseen the conversion of
110 metric tons of Russian weapons-grade HEU to low enriched uranium, for commercial saleto
the U.S. for our nuclear power plants. Thisamount is equivalent to roughly 4,400 nuclear
weapons.

NNSA employees are also training civilian nuclear reactor workers in Russia and the
Newly Independent States to increase safety standards and prevent another accident, such asthe
one that occurred at Chornobyl. On December 15, 2000, the government of Ukraine
permanently shut-down the last remaining operational reactor at the Chornobyl Nuclear Power
Plant, on schedule. NNSA experts were instrumental in making certain this historic achievement
was possible.

The Multi-spectral Thermal Imager satellite was launched on March 12th, 2000. This
small research satellite was designed and built by ateam of NNSA laboratories and industry
partners, to develop and test remote sensing concepts that will add to our country's ability to
monitor nuclear proliferation. Additionally, this unique satellite is being used by a wide number



of civil, environmental, and defense scientists to conduct a broad array of government research.

The Nuclear Cities Initiative (NCI) ams to prevent and reverse the threat of proliferation
of nuclear weapons expertise, by redirecting weapons scientists in Russia s nuclear citiesto
sustainable, non-weapons activities. The NCI also enhances U.S. national security by assisting
Russiain reducing the overall size of its nuclear weapons production complex. Last year, this
program achieved an historic accomplishment when the Russians moved a concrete fence at the
Avangard weapons facility, creating an open “ Technopark” for commercial businesses. Thisis
the first time that a Russian weapons facility has reduced its footprint, as part of the nuclear
weapons complex downsizing they have committed to undertake.

All of thissaid, we face a period of uncertainty in our cooperative programs with Russia
to reduce the threats of weapons of mass destruction. Recently, Russian President Putin
dismissed the head of the Ministry of Atomic Energy, Minister Adamov, and replaced him with
Alexandr Rumyantsev, from the Kurchatov Institute. We are uncertain what this change will
mean for our programs. We remain concerned about access required to ensure that our
cooperative threat reduction programs are implemented properly and that our financial
contributions are well spent. We are a'so mindful of Russia's cooperation with Iran.

Naval Reactors has compiled an unparalleled record of success, including

* Nuclear-powered warships have safely steamed more than 122 million miles, equivaent
to nearly 5,000 trips around the Earth.

« Naval reactor plants have accumulated 5,200 reactor-years of operation, compared to
approximately 2,540 for the U.S. commercia industry. In addition, our operating
experience is approximately half that of the entire commercial power industry,
worldwide (our 5,200 reactor-years, compared to approximately 9,660 worldwide,
including the U.S.).

* Naval Reactors outstanding, and fully public, environmental record enables our shipsto
visit more than 150 ports around the world, which is critical to our nation’s forward-
presence strategy and ability to project power.

Policy Reviews

As mentioned above, the new Administration has chartered several reviewsto create a
new vision for the role of the nation’s military in the 21% century. These reviews will examine
the appropriate national security strategy for this country. One of the reviews will encompass the
role of nuclear deterrence and a position on the size of the future nuclear stockpile. A second
review will evaluate all U.S. nonproliferation programs with Russia. At the end of thisreview,
we may have anew strategy for our threat reduction activities with Russia. The Department and
the NNSA are active participantsin these reviews. The Administration will finalize FY 2002 and
out-year funding requests for defense when these reviews are complete.



IMPROVEMENTSARE STILL NEEDED

No matter the outcome of these strategic reviews, we recognize the need for change in the
business practices of the Nation’s nuclear security enterprise.

While we are making steady progress, the NNSA still has work to do to get security right.
Our people must see that there is value added in new or additional security requirements. We
want to make sure that what we do actually improves security, and that security measures do not
unnecessarily impede accomplishing our mission. We have stressed the concept of science AND
security, rather than science OR security. We must make sure that the scientific culture and the
security culture mesh. Our scientists must understand the need for classification and security, as
they advance science. Similarly, our security officers must be sensitive to the environment in
which we operate, and help further our mission. Our scientists, engineers, technicians, and our
security and counterintelligence personnel must see themselves on the same team.

We must focus on revitalizing our infrastructure, which has long been neglected. Thisis
key for the organization to improve morale, increase recruitment, and retain people. No one
wants to work in afacility where weeds grow through the cracks in the buildings, or where you
have to wear a hard hat, not for normal safety requirements, but because the concrete in the roof
may fall down at any time. Revitalizing our infrastructure will take additional funding, but it will
be incumbent upon us to set priorities so thisjob is done in the most cost-effective way, in future
years.

NNSA, as an organization, must continue to sharpen its project management skills. Just
two weeks ago | was at Lawrence Livermore National Laboratory’s National Ignition Facility.
The people there are making great strides in focusing on the project, completing conventional -
facility construction, and maintaining a schedule that will see this project to fruition.

At Los Alamos National Laboratory, Defense Programs must ensure that the capability to
manufacture plutonium pitsis reestablished, and we must come to grips with the long-term
requirements for pit manufacture. We have recently established afull-time office in DP that
focuses solely on pit production and certification. This pit project office sets schedules and
milestones to ensure that we can produce pits, and that they can be certified by the laboratory for
use in the stockpile.

A key to many of the management challenges facing the NNSA isimplementing a
planning, programming, budgeting, and evaluation process. This new management system will
(1) improve discipline in program and project management, (2) ensure that each program and
project receives appropriate consideration, as tradeoffs are made in establishing the integrated
budget, and (3) create meaningful performance measurement and feedback systems. We will
measure the value of this system through improvement in our mission performance.

As afirst step in the implementation of this process, we have begun a strategic planning



process to identify key goals of the NNSA, strategies for attaining those goal's, and measures for
tracking progress on our goals. In addition to ensuring that NNSA isin compliance with the
Government Performance and Results Act (GPRA), this effort has helped foster a recognition of
the benefits of managing nuclear security programs on an enterprise-wide basis. We have
organized our budget testimony this year to track the key goals and strategies identified by our
senior managers. Our siX primary goals are

1. Maintain and enhance the safety, security, and reliability of the Nation’s nuclear
weapons stockpile, meeting military requirements designed to counter threats of the
21st Century.

2. Assurethe safe and secure management of nuclear facilities, materials, and expertise
worldwide.

3. Detect, deter, and impede the proliferation and the use of weapons of mass destruction.

4. Providethe Navy with safe, militarily effective nuclear propulsion plants, and ensure
their continued safe and reliable operation.

5. Ensurethe vitality and readiness of the NNSA'’s scientific and technical enterprise, for
the next decade and beyond.

6. Create a well-managed, responsive and accountable organization by employing
effective business practices.

GOAL 1: STOCKPILE STEWARDSHIP

We turn first to a discussion of the stockpile stewardship program that is designed to
maintain and enhance the safety, security, and reliability of the nation’s nuclear weapons
stockpile, meeting military requirements designed to counter threats of the 21st Century. To
ensure that the U.S. stockpile of nuclear weapons remains safe, secure, and reliable, the NNSA
will continue to advance the Stockpile Stewardship Program. This program was established by
the Fiscal Year 1994 National Defense Authorization Act, which directed the Secretary of Energy
“to establish a stewardship program to ensure the preservation of the core intellectual and
technical competencies of the United States in nuclear weapons.” The Stockpile Stewardship
Program must: (1) predict, detect, and evaluate potential problems, due to the aging of the
stockpile, (2) refurbish and re-manufacture warheads and components, as required, (3) support
focused, multi-faceted efforts to increase the understanding of the stockpile, and (4) maintain
the science and engineering institutions needed to support the nations' s nuclear deterrent, now
and in the future.

Surveillance and assessment activities, including many aboveground experiments, the
manufacture of limited-life components and replacement parts, the reestablishment of a
capability to fabricate plutonium pits, weapon refurbishments to extend the lifetimes of weapons
in our aging stockpile, securing a source of tritium, and providing secure transportation of
nuclear materials are all necessary, whether we' re conducting nuclear tests, or not. In addition,
we must maintain our nuclear weapons complex, which has been downsized significantly during
the last decade and isin dire need of repair; ensure that we have a workforce with the necessary
skills; and see to the safety and security of both our facilities and workforce, the communitiesin
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which we work, and the environment in which welive.

We are annually conducting hundreds of experiments at our national |aboratories and the
Nevada Test Site to increase our understanding of what happens when a nuclear weapon
detonates. The software being validated by these experimentsis already making significant
contributions to the maintenance of the nuclear stockpile. Early versions of the three-
dimensional weapon performance codes are resolving previously unexplained phenomenafrom
past underground test data and are contributing to the resolution of issues that have been raised
by our surveillance program. Simulations have also enabled us to qualify, for the first time
without nuclear tests, aradiation-hardened component and a replacement neutron generator for
the W76.

Experiments in facilities now under development, such as the National Ignition Facility
(NIF), and those that are on-line, such as the Z accelerator and the Dual-Axis Radiographic
Hydrodynamic Test Facility (DARHT), will greatly expand our knowledge of what happensin a
nuclear detonation. The closer our scientists and engineers get to duplicating in the laboratory
the phenomenathat occur in nuclear detonation, the greater our chances are of being able to
continue to certify that our stockpile is safe, secure, and reliable, without the need to return to
nuclear testing. But, even if there were no moratorium on nuclear testing, most activities
encompassed by the Stockpile Stewardship Program would still be necessary to assess, certify,
and maintain the safety, security, and reliability of the stockpile.

Stockpile Certification

A cornerstone of the Stockpile Stewardship Program is the certification to the President,
by the Secretaries of Defense and Energy, whether any safety or reliability concerns exist that
would require areturn to nuclear testing. At his confirmation hearing, Secretary Abraham stated
that, in his judgment, “one of the most sobering and important responsibilities vested in the
Secretary of Energy is the duty to certify to the President each year that the U.S. nuclear stockpile
issafe, secure, and reliable....” In alike manner, | believe my most important responsibility, as
the Administrator of the NNSA, isto facilitate that process.

Certification is based on ayearly, rigorous technical review of the condition of the
stockpile by the Directors of the three nuclear weapons laboratories, the Commander in Chief of
the U.S. Strategic Command, and the Nuclear Weapons Council. The most recent assessment
concludes that the stockpile is safe and reliable, and that no nuclear testing is needed at this time.

This certification is made possible by activities within the Stockpile Stewardship
Program, through an extensive set of activities and tests assessing and qualifying the myriad of
components and subsystems of each of our weapon system types. Data and test results must be
analyzed, assessed, and evaluated before conclusions can be drawn regarding the safety and
reliability of stockpiled warheads. A significant imperative of assessment and certification isto
develop the necessary tools to accurately baseline warheads in the existing stockpile, while
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designers with nuclear-test and warhead-design experience remain to mentor the next generation
of stockpile stewards.

The key to accurate assessments is the expert judgment of our weapons scientists and
engineers. Confidence in the accuracy of their judgment and confidence in the safety, security,
and reliability of the warheads in our stockpile are more closely linked than ever before. In the
past, a weapon steward’ s judgment was developed and validated through new warhead design
and nuclear testing. Today, our Stockpile Stewardship Program is honing and demonstrating
expert judgment of the next generation of stockpile stewards through integrated use of
surveillance, computational simulations, applied scientific experimentation, material and aging
studies, and nonnuclear experiments.

In the absence of nuclear testing, a variety of experiments and tools provide data relevant
to nuclear warhead performance. Some of the older tools, designed to complement nuclear
testing, are not, in and of themselves, sufficient to provide the needed information. A suite of
enhanced capabilities and facilities, to fill in the knowledge gaps and provide enhanced data
relevant to various stockpile concerns, has been identified and is being developed through our
Campaigns, described later in my testimony.

We are implementing stockpile stewardship through two strategies: a program of Directed
Stockpile Work, and development of a suite of science, engineering, and readiness Campaigns.

Directed Stockpile Work

Thefirst strategy for maintaining the safety, security, and reliability of the Nation’s
nuclear stockpileisour program of Directed Stockpile Work, developed in concert with the
DoD. This program applies the improved tools and technologies developed by al elements of
the Stockpile Stewardship Program, and consists of three important elements: maintenance and
evaluation, refurbishments, and dismantlements.

Stockpile Maintenance and Evaluation

The budget submission for FY 2002 will support all scheduled maintenance and
evaluation activities for the current stockpile. Each year, eleven weapons of each typein the
stockpile are returned from the active force and are disassembled, examined, tested, and analyzed
for defects. Oneisdestructively tested. If defects are found, their effect on reliability and safety
isassessed. We conduct flight and laboratory tests on systems and components, including the
destructive testing of pits. In FY 2002, we expect to conduct thirty flight tests, seventy-two
laboratory tests, thousands of component tests, and we will destructively analyze nine pits. The
current budget request will allow us to continue to reduce the backlog of Iaboratory tests
resulting from other priorities during past years. The additional $23 million over our request in
FY 2001 that Congress provided for reducing the testing backlog was instrumental in reducing
the backlog thisyear. The additiona $17 million that Congress provided for the Enhanced
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Surveillance Campaign in FY 2001 enabled usto initiate and accel erate the deployment of
advanced diagnostic tools, for early identification of warhead aging problems that otherwise may
not be detectable until too late.

Scheduled maintenance also includes the replacement of limited-life components, such as
neutron generators and tritium reservoirs. In FY 2002, we expect to produce and fill 1,695
tritium reservoirs, produce 1,445 new tritium reservoirs, re-certify 854 neutron generators, and
produce 296 new neutron generators. In FY 2001, the complex accomplished the exchange of
nearly 4,500 limited-life components. We also expect to achieve first production of replacement
tritium reservoirs for the W62 and W87, and continue production of the replacement neutron
generator for the W76.

As our nuclear weapons continue to age, we expect more parts to require replacement.
Manufacturing replacement parts sounds straightforward, but in the time that has elapsed since
the current weapons in the stockpile were originally manufactured, some of our production plants
have closed, manufacturing processes, techniques, and standards have changed, and there are
more stringent health, safety, and environmental standards. Under these conditions,
manufacturing exact replacement partsis difficult, if not impossible and, because nuclear testing
can no longer be used to qualify the replacements, extensive testing and analyses must be
conducted to ensure that the replicated components are acceptable.

At present, we have nine weapons alterations underway to meet higher safety standards or
to replace faulty components in various systems. We are currently on schedule with all nine
aterations, and the FY 2002 budget supports those schedules. In addition, we have reached
agreement, with the Department of Defense, on a comprehensive plan for refurbishing the
nuclear stockpile over the coming decade. Implementation of that plan awaits the decisions from
the Strategic Defense Review, and the current FY 2002 budget submission supports only limited
execution of that plan.

Refurbishments

Following cessation of production at the Rocky Flats Plant in 1989, the U.S. has not
produced a new nuclear warhead since 1991, nor have we had any requirement to build a new
warhead. Prior to 1991, major refurbishment of awarhead to extend itslife was not an issue,
because new weapon types were continually being introduced into the stockpile. Currently, the
average age of warheads in the stockpile is eighteen years, and signs of aging have been
identified through stockpile evaluation and enhanced surveillance. Asthe stockpile ages, we are
working closely with the DoD to finalize detailed plans to extend the lifetime of each warhead
type. Theselife extensions, or refurbishments, include the detection and correction of problems,
and provide and maintain safety improvements and use control.

The budget submission continues the major refurbishment of the W87 warhead, deployed
on land-based intercontinental ballistic missiles. Thisisthefirst major retrofit of any warhead in
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nearly adecade. Delivery of the first production unit to the Air Force, in May 1999, as
scheduled, six years after conception of the project, was amajor success. The safety concerns
and production-line problems that occurred at our Pantex Plant are lessons learned that will be
applied in future refurbishments.

Last year, the Nuclear Weapons Council reached final agreement on the technical scope
of the refurbishments needed for the B61 bomb and for the W76 and W80 warheads. Together,
these systems comprise a substantial portion of the current U.S. stockpile, and the additional
funding received for research and development in FY 2001 was used for W76 refurbishment
design and W88 dynamic experimentation. The FY 2002 request will support laboratory
activities to compl ete the ongoing studies to refurbish the B61 (some components of which are
more than thirty years old), to initiate development engineering to support afirst production unit
in FY 2004, and to begin the development of a plan for certification of the B61, with a
refurbished canned subassembly. We plan to work with the Department of Defense to determine
a schedule and, possibly, revised scopes for the W76 and W80 refurbishments, pending
completion of the Strategic Defense Review. The current budget request does not support the
original schedule developed with DoD.

War head Dismantlement

Since the end of the Cold War, the United States has reduced its nuclear weapons
inventory by approximately sixty percent. NNSA is currently disassembling two types of
warheads, and is committed to the safe disassembly of any warheads retired, as aresult of the
ongoing national security strategy review or future decisions. Disassembly of the W79 Artillery-
Fired Atomic Projectile will be complete in FY 2003, and disassembly of the W56 Minuteman 11
intercontinental ballistic missile warhead will be completein FY 2005.

Campaigns

The second stockpile stewardship strategy isto maintain and devel op the scientific,
engineering, and manufacturing capabilities needed for the continued certification of the
stockpile, including the ability to design new weapons and conduct underground nuclear tests.
This strategy is being implemented through a series of Campaigns, which are focused, scientific
and technical efforts to develop and maintain critical capabilities needed to enable continued
certification of the stockpile for the long-term. They are technically challenging, multifunctional
in nature, and have definitive milestones, specific work plans, and specific deliverables. The
Campaign approach was initiated in FY 2001 as part of a new program planning and budgeting
framework, to facilitate integration within the Stockpile Stewardship Program. There are
currently seventeen campaigns.

* Primary Certification,

* Dynamic Materials Properties,
» Advanced Radiography,
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» Secondary Certification and Nuclear Systems Margins,

* Enhanced Surety,

*  Weapons System Engineering Certification,

* Nuclear Survivahility (formerly Hostile Environments Certification),

* Enhanced Surveillance,

* Advanced Design and Production Technologies,

* Inertial Confinement Fusion and High Yield (includes NIF),

» Advanced Simulation and Computing (formerly the Accelerated Strategic Computing
Initiative),

* Pit Manufacturing and Certification (formerly Pit Manufacturing Readiness),

» Secondary Readiness,

» High Explosives Manufacturing and Weapons A ssembly/Disassembly,

* Nonnuclear Readiness,

* Materials Readiness, and

e Tritium Readiness.

Today, | would liketo discuss, in detail, afew of these Campaigns.
Pit Manufacturing and Certification

We have not manufactured plutonium pits for use in the stockpile since 1989, when the
Rocky Flats Plant stopped production of W88 pits, due to facility safety and environmental
concerns. Asaresult, there are not enough W88 pits to meet future surveillance destructive-
testing requirements. The budget request for FY 2002 continues to reestablish a capability to
fabricate alimited number of plutonium pits at Los Alamos Nationa Laboratory. The planisto
complete the fabrication of a certifiable W88 pit in FY 2003, within this budget request, with no
commitment to a certification schedule or to production quantities. Aswe proceed, we will
continue to work closely with the Navy to ensure that military needs for the W88 are met.

The additional $25 million, provided by Congressin FY 2001, was instrumental in
developing momentum in pit manufacturing. The NNSA completed areport for Congress earlier
this month, as requested by the conference report accompanying the Energy and Water
Development Appropriations Act for FY 2001. The recently submitted report contains project
schedules and cost estimates for production and certification of W88 pits.

The magnitude of the challenge to reestablish a pit production capability at Los Alamos
National Laboratory can, perhaps, best be illustrated by the fact that approximately 18,000
activities and 350 individual work packages have been identified, to complete production and
certification of the W88 with a newly manufactured pit. To date, we have produced eight W88
development pits, and are on schedul e to reestablish the technology and manufacture a certifiable
W88 pit in FY 2003. A detailed and rigorous set of engineering and physics certification tests
has been defined, to achieve certification without nuclear testing.
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A pit project office was established this past year within Defense Programs, to provide
oversight of all pit production and certification related activities. In addition to near-term
activities, such as the W88, this new office is responsible for long-term pit production readiness
planning. For future readiness, we are using the $2 million provided by Congress this fiscal year
to conduct pre-conceptual design studies, sufficient to enable a decision for conceptual design
planning of amodern pit facility in FY 2002. In FY 2004, new information from pit-aging
studiesis expected to provide further insight into pit lifetimes. Thisinformation, coupled with
the requirements for the numbers and types of weapons in the stockpile resulting from the
President’ s Strategic Defense Review, will drive sizing decisions for amodern pit facility. The
Nuclear Weapons Council will continue to monitor our work in this area.

Tritium Readiness

Every U.S. nuclear warhead requires tritium to function as designed. Becausetritium, a
radioactive isotope of hydrogen, decays at the rate of 5.5 percent per year, it must be periodically
replenished within each nuclear warhead. We have not produced tritium since 1988, and our
inventory, depending on the results of the Strategic Defense Review, is sufficient only until
approximately 2005, after which time the five-year tritium reserve we maintain may begin to be
drawn down. In May 1999, the Department announced that TVA commercia light water
reactors would be used to produce tritium, and that accelerator production of tritium (APT)
technology would be devel oped as backup, by completing preliminary design and engineering
development and demonstration activities.

A 30-year interagency agreement with TV A went into effect on January 1, 2000, making
three of its reactors, Watts Bar and Sequoyah 1 and 2, available to begin irradiation of tritium
production absorber rods, as early as October 2003. This month, TVA submitted arequest to the
Nuclear Regulatory Commission (NRC) to amend its operating license for the Watts Bar and
Sequoyah reactors, to permit irradiation of tritium producing absorber rods. The NRC committed
to expediting the approval of these requests.

On July 27, 2000, ground was broken for the new Tritium Extraction Facility (TEF) at the
Savannah River Site and, during FY 2001, site preparation and detailed design for the facility is
expected to be completed. Originally, construction of TEF was to have begun in early FY 1999,
but language in the National Defense Authorization Act for FY 1999 prohibited any tritium
construction activities during FY 1999. Because of this delay in schedule, we project that the
TEF will not begin delivering tritium gas from irradiated absorber rods until February 2006.
Depending on the results of the Strategic Defense Review, about one year of the five-year tritium
reserve may be consumed. The capacity of TEF to extract tritium from the absorber rods will be
sufficient to restore the reserve, within two to three years.

Congress appropriated additional funding for APT in FY 2001, and the preliminary

design of APT is expected to be completed thisyear. However, the current FY 2002 budget
request does not include sufficient resources to compl ete the engineering devel opment and
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demonstration activitiesin FY 2002, as previously planned. In addition, an Advanced
Accelerator Applications Program that is being planned by Defense Programs and the Office of
Nuclear Energy, Science and Technology, may be put on hold. This multi-mission accelerator
program is to include waste transmutation, isotope production, and tritium production. An
Accelerator Demonstration Test Facility is being planned that would have the capability to be
upgraded to produce tritium, if required.

Advanced Simulation and Computing

Senator Bingaman indicated, in the preface to a question following Secretary Abraham'’s
confirmation hearing, that he was disturbed that, following the hearing held last Fall on the
Stockpile Stewardship Program, as part of the hearings on the Comprehensive Test Ban Treaty,
many of his “colleagues seemed to get the impression...that the Stockpile Stewardship Program is
asort of computer simulation exercise...” | want to dispel that impression.

Computer modeling and simulation are important elements of the Stockpile Stewardship
Program, but the ultimate goal of our Advanced Simulation and Computing Campaign (ASC),
formerly referred to as the Accelerated Strategic Computing Initiative (ASCI), isto have the
ability to perform three-dimensional, high-fidelity simulations of the performance of all aspects
of the operation of anuclear warhead. By integrating the findings of our experimental and
engineering R& D programs, as well as data from past nuclear tests, such simulations are
providing our scientists with sufficient confidence to make it unnecessary to use underground
nuclear testing at thistime.

To fully achieve our goal, it is estimated that we must have a computer system operating
at aminimum of 100 trillion operations per second (teraOPS), and computer software, validated
by experimental datathat provides a much greater understanding of the physics of nuclear
explosions than we possess today. We are making remarkable progress toward achieving our
goasinthisarea

In December 1999, a three-dimensional simulation of the primary explosion of a nuclear
warhead was successfully completed, for the first time, at Lawrence Livermore National
Laboratory. This proof-of-principle simulation was performed on an ASC Campaign system
operating at 3.89 teraOPS and took twenty days. On a Cray-class supercomputer, if sufficient
memory were available, this simulation would have taken eighty years.

Soon thereafter, Sandia successfully completed the first-ever, three-dimensional computer
simulations of a weapon warhead exposed to hostile radiation and blast environments. As part of
this milestone, Sandia also completed a series of three-dimensional simulations of the
performance of a neutron generator in aradiation field. These weapon simulations collectively
required about 500,000 megabytes of memory and used 2,000 computing processors for 45 days.

In April 2000, eight months ahead of schedule, a proof-of-principle, three-dimensional
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simulation of the secondary explosion of a nuclear warhead was completed at Los Alamos
National Laboratory. This simulation was performed on two ASC Campaign systems, operating
at approximately 3 teraOPS each, at Los Alamos and Sandia, and took 42 days. None of these
simulations were possible, prior to the development of ASCI-scale computational platforms and
software. We expect to meet the next milepost, a proof-of-principle three-dimensional
simulation of afull weapon, including both primary and secondary operation, by the December
2001 scheduled date.

The ASC Campaign contributes to all elements of the nuclear weapons life cycle. Itis
providing the tools that are needed by weapons designers to maintain a nuclear weapon design
capability. ASC Campaign computers are being used to help address issues associated with the
manufacture of replacement parts for nuclear warheads, transportation and storage of weapons
and components, certification of weapons, dismantlements, and the safety of weaponsin various
accident scenarios. The ASC Campaign is an integral and vital element of the Stockpile
Stewardship Program. It provides the integrating simulation and modeling capabilities and
technologies needed to combine new and old experimental data, past nuclear test data, and past
design and engineering experience into a powerful tool for future design, assessment and
certification of nuclear weapons and their components.

The success of the computer modeling and simulation program has been, in no small
measure, due to the budgetary support it has received, since itsinception. The computing speed,
power, and level of physics detail existing today was simply undreamed of afew yearsago. The
current budget request, however, will slow the scheduled progress of the Campaign, and delay
our previously announced commitment to reach a computing capability of 100 teraOPS from FY
2004 to FY 2005. Thiswill delay, by at least ayear, our maor deliverable to Directed Stockpile
Work — the ability to perform a high-fidelity simulation, in three-dimensions, of the performance
of afull nuclear warhead.

Completion of three ASC Campaign construction projects will also be delayed for at least
one year with this budget. These projects are the Distributed Information Systems L aboratory at
Sandia National Laboratoriesin Livermore, the Joint Computational Engineering Laboratory at
Sandiain Albuquerque, and the Terascale Simulation Facility at Lawrence Livermore National
Laboratory. Two other ASC Campaign program elements will also be scaled back in FY 2002.
These are the Path Forward program, which funds computer hardware and software companies to
develop products needed to meet the aggressive ASC Campaign schedule, and the DisCom?
program, which provides remote access to the large computing platforms, enabling sharing of
these resources among our production plants and laboratories.

These deferrals in meeting ASC Campaign milestones are consistent with the possible
refurbishment schedules that achievable with the FY 2002 Budget request.

Our commitments to selected groups in the university community through our Academic
Strategic Alliances Program will not be affected, nor will the operation of the 12-teraOPS
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machine at Lawrence Livermore National Laboratory, which was recently made available for
software development and warhead simulations. It isaready fully utilized.

Inertial Confinement Fusion and the National Ignition Facility

The National Ignition Facility, under construction at the Lawrence Livermore National
Laboratory, isavital element of the Stockpile Stewardship Program. It will allow usto study
issues that affect aging and refurbishment of the stockpile, validate advanced simulation software
being developed by the ASC Campaign, and help in attracting and retaining the exceptional
scientific and engineering talent needed by the Stockpile Stewardship Program, over the long
term.

The National Defense Authorization Act for FY 2001 required the submission of a
revised project baseline for NIF, in response to substantial cost increases and schedule slippage,
caused by problemsin assembling and installing the laser and target system infrastructure. The
revised baseline, submitted in final form to Congress last September, retains the full NIF design
capability of 192 beams, with completion of the project scheduled in FY 2008, and experiments
with the first eight laser beams beginning in FY 2004. It isimportant to understand that we will
be conducting many experiments at NIF, well before all 192 beams are available in FY 2008.
Between FY 2004 and FY 2008, approximately 1,500 experiments will be conducted at NIF.
The project goals are to achieve early light in 2003, with four laser beams, and to meet our “First
Light” milestone, with eight laser beams, in 2004.

| believe the progress at NIF reflects severa management decisions that have been made
during the past year and half. These include (1) the hiring of an industrial contractor with a
proven record of constructing similarly complex facilities, to manage and install the laser and
target system, (2) the creation of a NIF Project Office that reports directly to the Deputy
Administrator for Defense Programs, (3) the appointment by the laboratory director of an
associate director with line responsibility for the NIF Project, and (4) the selection of anew
project manager, with extensive project management experience, to oversee daily NIF Project
activities.

Asrequired by the FY 2001 Energy and Water Development Appropriations Act, |
recently certified to Congress that the NIF Project milestones, for the revised schedule, are being
met within the revised budget. The project is making significant progress. We expect to
complete construction of conventional facilities thisfiscal year. Laser bays are now under clean
room protocols, and installation of laser systems has begun. Our glass manufacturers have
delivered more than 1,700 of the required 3,500 laser glass slabs that meet our specifications.

The Conference Report accompanying the Energy and Water Devel opment
Appropriations Act for FY 2001 also directed the NNSA to assess the role of NIF, to consider the
requirement for the full 192-beam configuration, and determine if alternativesto the full NIF
could meet the safety and reliability needs of the nuclear weapon stockpile. To meet this
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requirement, the NNSA initiated a broader study to examine its entire High-Energy-Density
Physics Program.  NNSA brought together laboratory |eadership and technical staff, DP
management, and a number of nuclear-weapon-knowledgeable advisors from a variety of federa
organizations. Alternatives that were considered included pausesin NIF construction at 48, 96,
and 120 beams, a refurbishment of the Z accelerator at Sandia, and the addition of an engineering
demonstration milestone to the NIF Project at first light. The principal recommendation of this
study, which was submitted to Congress on April 6, was that the NNSA should continue with
the current High-Energy-Density Physics Program, including Omega, the Z accelerator, and the
192-beam NIF, with the goal of achieving ignition.

Experiments on the Atlas pulsed-power machine at Los Alamos National Laboratory will
begin later this year and will continue in FY 2002. Relocation of the facility to the Nevada Test
Site will be deferred, due to higher priorities of the stockpile and limitations imposed by the
current FY 2002 budget. In FY 2001, we also expect the completion of the Z-backlighter project
at Sandia, in which the Beamlet, a technology demonstration for NIF, is being adapted as a
diagnostic tool for use on the Z accelerator. A variety of experiments with this technology,
planned to begin in FY 2002 to study hydrodynamics, materials properties, and inertia
confinement physics, may also be deferred.

Other Campaign-Specific Experimental Activities

Other experimental activities are underway, across the complex, in support of the nation’s
nuclear deterrent. At Los Alamos National Laboratory, physics experiments using the first-axis
of the Dual Axis Radiographic Hydrodynamic Test Facility (DARHT) have been conducted,
providing valuable weapons data. DARHT provides us the capability to take freeze-frame photos
of materialsimploding at speeds greater than 10,000 miles an hour, allowing scientists to study
solids and metals as they flow like liquids, when driven by the detonation of high explosives.

We expect the second arm of DARHT to be completed in FY 2002, allowing simultaneous views
from two directions, as well as severa separate views over the time of the implosion.

Subcritical experiments at the Nevada Test Site continue to be successful. To date,
thirteen have been conducted. These experiments are helping us to assess the stockpile by
providing understanding of aspects of weapons physics and the aging properties of plutonium.
They also help usto certify pits manufactured at Los Alamos National Laboratory, for usein the
nuclear weapons stockpile. In addition, subcritical activities are amgjor contributor to
underground nuclear test readiness at the Nevada Test Site. To support related materias
research, we have al so begun acceptance tests on the JASPER (Joint Actinide Shock Physics
Experimental Research) gas gun at the Nevada Test Site. We expect to begin obtaining data on
plutonium late this year.

During this next year, we will ook hard again at improving test readiness, and will

review whether an apporpriate level of resourcesis being applied to this vital element of
stockpile stewardship.
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GOAL 2: SECURING NUCLEAR FACILITIES, MATERIALS, INFORMATION,
AND EXPERTISE WORLDWIDE

Our second goal isto ensure the safe and secure management of nuclear facilities,
materials, and expertise, worldwide. While maintaining and enhancing the safety, security, and
reliability of the Nation’s nuclear weapons stockpile, the NNSA has a custodial responsibility to
ensure that all U.S. nuclear-deterrent assets — information, facilities, and people — are
safeguarded and secured to prohibit unwanted damage or unauthorized release of these key U.S.
national security assets. The NNSA also worksin parallel to address international threats to
U.S. national security interests from the potential proliferation of weapons of mass destruction.
These new international threats derive largely from the Soviet Union’s production of enormous
guantities of nuclear materials and weapons, and from potential actions by rogue nations or
terrorist organizations with interests contrary to those of our nation. The NNSA is pursuing a
balanced and comprehensive approach to nonproliferation that seeks to reduce or eliminate these
threatsto U.S. national security interests, particularly threats in Russia and countries of the
former Soviet Union.

I ntegrated Security Action Plan

A key strategy for preventing proliferation is effectively managing and protecting the
NNSA nuclear weapons, materials, and information. The NNSA is pursuing an Integrated
Security Action Plan to protect U.S. nuclear assets. While we are making steady progress,
NNSA still has work to do to get security right. We have commissioned a group of eminent
Americans, known as the Hamre Commission, to review the entire issue of science and security
to help us make sure we get the right picture and perspective. | have warned them to be careful
with thelr recommendations, because many of them are likely to be implemented.

| have called for a six-month moratorium on implementing any new safeguards and
security policies. We are using thistime to review past policies, identify policy improvements,
and determine how policy can most effectively be implemented within NNSA. We are
emphasizing the importance of personal commitment and individual responsibility in the
protection of our nation’s vital assets, and we are seeking to involve employees at all levels of
our enterprise in improving safeguards and security.

The NNSA isensuring that people working on our nuclear deterrent are aware and
accountable for their national security responsibilities. In that regard, on March 26, 2001, |
announced plans for implementing “Integrated Safeguards and Security Management” in the
NNSA. ISSM, asit isknown, will build safeguards and security considerations into management
and work practices, at al levels, so that missions are accomplished securely. Individuals
performing the work will be involved in the process of establishing appropriate safeguards and
security practices. Subject matter experts are available to provide guidance and information, but
we must place the responsibility for working securely squarely on the shoulders of every
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individual in our complex — the scientists, technicians, production workers, and professionals
performing and managing our missions.

Asyou know, the counterintelligence polygraph program has raised concerns among
scientists and others within the NNSA community. We are sponsoring a scientific study by the
National Academy of Sciences (NAS) on the validity and reliability of polygraphy. The NAS
study will include what is known about the effects of medications, sleep deprivation, and illness
on the physiological responses measured through polygraph examinations. The fifteen-month
study began on January 1, 2001. The study’sfinal report isto be released next year and should
help usimprove upon the Department of Energy’s polygraph program.

Safeguards and Security

The NNSA is protecting U.S. nuclear facilities. The NNSA conducts arigorous
Safeguards and Security program to protect the physical assets of the NNSA enterprise. These
efforts are an integral part of the Administration’s mission of being a responsible steward of the
nation’s nuclear weapons. In FY 2001, safeguards and security activities were appropriated as
direct costs, rather than as allocated costs within indirect and overhead funding, asin the past.
We are managing the safeguards and security as aline responsibility in the NNSA. My Chief of
Defense Nuclear Security is responsible for establishing safeguards and security policy
throughout the NNSA. We will administer the weapons safeguards and security budget for
facilitieswhere NNSA isthe landlord, through our new Facilities and Operations organization,
which | will discuss later in this testimony.

In 1999, a multitude of corrective actions and enhancements to upgrade the safeguards
and security posture at all Defense Programs sites resulted from a program named “ Safeguards
and Security Goal Posts.” By the beginning of FY 2001, all final corrective actions and
enhancements resulting from this program had been completed for all sites, except the Y-12
Plant, which was the only site not rated “ satisfactory.” The ability of the Y-12 Plant to attain an
overall satisfactory rating hinges on the availability of fundsto correct deficiencies in material
control and accountability for the highly enriched uranium operations. The FY 2002 Budget
request will maintain physical security functions at our production plants, the Nevada Test Site,
and the national security laboratories, at their current security ratings.

The NNSA is protecting vital nuclear deterrent information. The Integrated Safeguards
and Security Management program is designed to systematically integrate safeguards and
security into management and work practices, at all levels, so that missions are accomplished
securely. Implementation of the “Higher Fences’ initiative, to enhance protection of certain
restricted weapons data within DOE and DoD, by establishing an additional sigma category,
requires few resources and is moving forward.

The nuclear weapons complex has aways used secure computing systems and networks.
However, the need for significant improvement in the protection of nuclear weapon data across
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the entire complex has been well documented in the past two years. An increased number of
countries and organi zations are attempting to obtain nuclear weapon data and are using ever
increasing sophisticated techniques.

In response, Congress provided supplemental funding in FY 2000, to begin developing
the Integrated Cyber Security Initiative (ICSI) Plan. Implementing this plan will sustain the
operations and maintenance of cyber security activities throughout the complex, providing
solutions for the most critical vulnerabilities revealed through risk assessments of the current
network. Also, as called for in the ICSI plan, we will implement and demonstrate a testing
network for evaluating and testing products and proposed solutions, complete the design of a new
complex-wide network, and identify and catalog all electronic information that is exchanged in
the complex.

The FY 2002 Budget request will move us forward on the Integrated Safeguards and
Security Management program and the “Higher Fences’ initiative, and will allow us to sustain
the maintenance and operation of cyber security activities across the complex, and to provide
upgrades where the highest vulnerabilities are assessed, but will not alow usto address the long-
term solutions set forth in the Integrated Cyber Security Initiative (ICSl) Plan that was submitted
to Congressin March of thisyear.

Transportation Safeguar ds System

The NNSA is protecting the U.S. movement of nuclear materials, components and
nuclear weapons. The NNSA operates a Transportation Safeguards System to move nuclear
weapons, components, and special nuclear materials, throughout the country, in a safe and secure
manner, precluding theft or diversion. This unique transportation system has operated with an
impeccable record of safety and security for more than twenty-five years. Although its primary
mission has been in support of the nuclear weapons program, the system provides transportation
servicesfor all DOE programs that require nuclear materials to be protected while in transit.

This summer, the Office of Environmental Management will begin to remove nuclear materials
from Rocky Flats. Other programs have also projected increases in their requirements for secure
shipment of nuclear materials. The Transportation Safeguards System resources will have to be
increased during the next five years to meet the projected demand for secure shipment of nuclear
materials. Headquarters and the Albuguerque Operations Office, in collaboration with other
program offices, have initiated a coordinated planning and scheduling process to improve the
optimum usage of our assets, to establish NNSA authority to certify Type B shipping packages,
and to expand our capabilities by hiring and training special federal agents and enlarging the fleet
of trailers, tractors, and escort vehicles.

Defense Nuclear Nonproliferation Activities

With respect to NNSA’ s international nuclear security responsibilities, the NNSA
develops and implements critical U.S. nonproliferation programs. Itsroleisdue, inlarge
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measure, to the unique expertise in nuclear weapons and nuclear material handling that it draws
from the national laboratories. The NNSA’s goal isto ensure the close integration of technical
talent and policy expertise with the efforts of other U.S. agencies working in the nonproliferation
arena. Our goal isto address this complex, multifaceted issue in a comprehensive way, with
specific, realistic goals for each part of the program. The Office of Defense Nuclear
Nonproliferation’s programs address different types of problems, and they are designed to do
different things, while working to achieve the overall goal of reducing the threat of proliferation
of weapons of mass destruction. All of these programs, together, offer a synergy of effect that is
greater than the sum of the parts.

The NNSA is pursuing strategies to protect or eliminate vulnerable weapons-usable
nuclear material or infrastructure, and redirect excess weapons expertise to civilian
enterprisesin Russia and other nations that possess vulnerable materials. The Office of
Defense Nuclear Nonproliferation is responsible for these nuclear security programs, along with
other programs that seek to prevent, detect, and deter proliferation of weapons of mass
destruction and the materials needed to produce them. Key programs within NN that deal with
vulnerable weapons materials and the nuclear complex infrastructure in Russiainclude (1)
Materials Protection, Control, and Accounting; (2) Fissile Materias Disposition; (3) HEU
Transparency Implementation; (4) the Nuclear Cities Initiative; and (5) Initiatives for
Proliferation Prevention. NN’s other nonproliferation and arms control programs will be
discussed in the next section. The three-fold threat of unsecured materials, widely available
technology, and underemployed expertise following the breakup of the Soviet Union makes these
issues of paramount importance and urgency.

Materials Protection, Control, and Accounting

The NNSA conducts effective programs in Russia to protect vulnerable weapons and
weapons-usable nuclear materials. The NNSA’s Materials Protection, Control, and Accounting
program (MPC&A) isworking rapidly to complete its mission, and estimates in its Strategic Plan
that comprehensive security upgrades will be complete at al of the warhead storage locations
that the Russian Navy has requested, as early as 2007, and for 603 metric tons of weapons-usable
nuclear material by 2011. Since 1993, the program has completed rapid upgrades for nearly
4,000 warheads and 220 metric tons of fissile material. The unprecedented degree of cooperation
and access shown by the Russian Navy to NNSA employees has facilitated the advancement of
our work at a number of very sensitive Russian sites, allowing us to focus our personnel and
funds on promptly securing the itemsin Russia that are most attractive to diversion. One
programmatic goal for FY 2002 is to complete security upgrades at thirteen nuclear sites,
bringing the total number of completed sites to fifty.

Another goal isto promote sustainable security improvements. "Sustainability” is critical
to the long-term mission of the program, because we must ensure that installed MPC& A systems
are maintained and operated over the long term. Sustainability also entails fostering the ability of
our Russian counterparts to operate and maintain the MPC& A systems unilaterally. To ensure
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sustainability, we are establishing training centers, identifying credible Russian suppliers of
MPC&A equipment, helping draft national regulations and security force procedures, and
establishing afederal information accounting system to track amounts and locations for all of
Russias nuclear material. Specificaly, in FY 2002, we will conduct fifty training coursesin
MPC&A design, operation, and maintenance for more than 2,400 students, bringing the total
number of Russian personnel trained in MPC&A concepts to greater than 6,000. Furthermore,
we have developed and implemented a program to consolidate material into fewer buildings and
fewer sites, and to convert excess highly attractive material to aform that is less attractive to
potential proliferant nations. In FY 2002, this program will convert an additional 1.8 metric tons
of highly enriched uranium to low-enriched uranium (LEU), raising the total converted to four
metric tons. This program reduces costs to the U.S. by limiting the number of buildings
requiring security upgrades. It also reduces the Russia-borne costs of maintaining installed
security upgrades once NNSA'’s funds are no longer provided.

The NNSA conducts two separate, yet complementary, programs to eliminate vulnerable
weapons and weapons-usable nuclear materialsin Russia, so that it will never again be used
for weapons purposes. We estimate that there are roughly 150 metric tons of plutonium and
more than 1,000 metric tons of highly enriched uranium in Russia. These programs are the first
step in what is sure to be alengthy process.

Fissile Materials Disposition

The Fissile Materials Disposition program is responsible for disposing of inventories of
surplus U.S. weapon-grade plutonium and highly enriched uranium, for reducing the significant
costs associated with long-term storage of these materialsin the U.S., aswell asfor providing the
technical support for, and ultimate implementation of, efforts to obtain reciprocal disposition of
surplus Russian weapon-grade plutonium. This disposition program is among the
nonproliferation programs that is currently undergoing a National Security Council review of
U.S.-Government nonproliferation assistance programs to Russia.

The FY 2002 Budget request will fund the completion of the mixed oxide (MOX) Fuel
Fabrication Facility design and proceed with related MOX fuel qualification activities. We will
continue the design of the Pit Disassembly and Conversion Facility at areduced rate, and we will
suspend the design of the Plutonium Immobilization Plant. These changes are necessary, to
reduce the anticipated future-year peak funding requirements associated with plans for
simultaneously building three plutonium disposition facilities at the Savannah River Site.
Despite these schedule changes, the NNSA continues to pursue the irradiation of MOX fuel in
existing reactors and immobilization for the disposition of surplus U.S. weapon-grade plutonium.
Thiswill enable us to meet the commitments called for in the recently signed U.S.-Russia
Plutonium Management and Disposition Agreement and to support the continued consolidation,
cleanup, and shut down of DOE sites where surplus plutonium is stored.
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Other activities planned for FY 2002 involve providing limited support for the
development of facilitiesin Russiafor disposition of surplus plutonium, and continuing surplus
U.S. HEU disposition, including capital improvements at the Savannah River Site to support the
off-specification blend-down project with the TVA. This project will eliminate tons of surplus
weapons material, by converting it to reactor fuel for usein TVA's reactors, which provide
electric power throughout the Southeast. Equally important, this work will also save the
taxpayers $600 million by avoiding the cost to dispose of this surplus material as waste.

HEU Transparency | mplementation

The NNSA isworking to convert Russian surplus HEU from the Russian military
stockpile into a non-weapon-usable form. The 1993 U.S.-Russia HEU Purchase Agreement
remains one of the more impressive nonproliferation achievements of the last decade. The
NNSA’s HEU Transparency |mplementation program is designed to provide assurance that
surplus HEU, from dismantled Russian nuclear weapons, is downblended in Russiato LEU and
fabricated into fuel for sale and use in U.S. commercia power reactors.

The program monitors the conversion and processing of this material at Russian facilities,
subject to the terms of the Agreement. Over the course of the program thus far, seventy-three
teams — the equivalent of more than 4,000 monitoring hours — have visited these facilities to
monitor conversion operations. During the past year, the NNSA installed a Blend-Down
Monitoring System (BDMYS) at one Russian facility, to provide continuous monitoring datain
support of our transparency objectives. The FY 2002 Budget request will allow the NNSA to
continue its blend-down monitoring activities, but at a slightly reduced level. Through the end of
2000, more than 111 metric tons of weapons grade uranium — enough for roughly 4,400 weapons
— had been removed from the Russian military program, under this Agreement, and converted to
LEU for commercial sale. Our goal for 2001 isto convert another thirty metric tons. This
program is amajor source of income for the Russian government. Approximately $2.2 billion
has been paid to the Russian Federation under this Agreement, and some of this money isto be
used for the conversion of defense enterprises and for enhancing the safety of Russian nuclear
facilities.

Redirecting Excess Weapons Expertise and Eliminating Weapons I nfrastructure

The NNSA conducts two programs focused on redirecting excess weapons expertisein
Russia to civilian enterprises and eliminating their weapons infrastructure. The Nuclear
Cities Initiative and the Initiatives for Proliferation Prevention Program are programs that work

together with the International Science and Technology Centers and the Civilian Research and
Development Foundation to address all aspects of thisissue.
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Nuclear CitiesInitiative

NNSA’sunique “brain drain” program, the Nuclear Cities Initiative (NCI), was created in
1998, to assist the Russian Federation in (1) diversification of the economy within the closed
nuclear cities to attract commercia investors, (2) enhancement of U.S. national security by
assisting Russiain reducing the overall size of its nuclear weapons production complex, and (3)
prevention and reversal of the threat of proliferation of nuclear weapons expertise, by redirecting
weapons scientists in Russia s nuclear cities to sustainable non-weapons activities. We are
striving to accomplish this task, working closely with the Russians, to (1) facilitate transition
from weapons research to civilian business and commercial projects, (2) develop joint plans for
accelerated downsizing of the Russian nuclear complex, (3) develop local infrastructure to
support economic diversification and job creation, (4) conduct targeted training and other
activities to improve marketing and management capabilities, and (5) leverage funding and
encourage non-U.S. Government investment.

The FY 2002 Budget request will allow the NNSA to focus its commitments in only
Sarov, Russia. In an effort to make the closed nuclear cities in Russia more amenable to
international businesses, the NNSA has facilitated the creation of two International Business
Development Centers, two Open Computing Centers, and two Nonproliferation Centers for
research and training new nonproliferation experts. Additionally, we have expanded and
upgraded telecommunications capabilities, to enable remote work to be done from those
geographically isolated cities. Thusfar, with alimited budget, NNSA has facilitated initiation of
more than twenty-five commercial and infrastructure projectsin the cities, with more than $8
million spent in Russia. With our help, loan officers of the European Bank for Reconstruction
and Development loan officers are now established in each city, making more than $1 millionin
small-business loans to local non-weapons businesses in the closed cities. We are pleased that
there are now twenty-four business training courses in those three cities, with hundreds of
participants. Looking to the future, we are hopeful that negotiations involving more than ten
potential commercial investors will soon bear fruit.

Initiatives for Proliferation Prevention

The Initiatives for Proliferation Prevention (IPP) program was established in 1993, to
prevent the proliferation of weapons technologies and expertise, by engaging former Soviet
weapon scientists in cooperative research projects with DOE national |aboratories and U.S.
industry partners, especialy in areas that have a strong potential for non-military
commercialization. This program enhances U.S. national security by engaging former Soviet
weapons scientists in civilian work, to prevent the spread of technologies related to weapons of
mass destruction and also to increase access to, and transparency at, former Soviet weapons
facilities. We have developed arigorous process of screening all projects for potential dual-use
activities or efforts, relying on other parts of the U.S. Government to bring their expertise to bear
onthisissue. Atthe sametime, NNSA’s activitiesin this arena also provide U.S. industry with
technology and research talent from the former Soviet military establishment. Sinceits
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inception, the IPP program has engaged more than 8,000 scientists, engineers, and techniciansin
the Newly Independent States, and is supporting sixty-four cooperative research projects at sixty-
fiveingtitutes. These efforts realized seven commercia projects and generated $9.4 million of
commercialized products.

Inter national Nuclear Safety and Cooper ation

Another strategy for enhancing nuclear security isto improve operational safety and
safety systems at nuclear facilities of concern. The NNSA isworking to reduce safety risks at
the sixty-six operating, Soviet-designed nuclear-power reactorsin nine countries, through the
International Nuclear Safety and Cooperation program. We plan to complete safety upgrades for
these reactors by 2006. There are three reactorsin Russia that are to be shut down, as part of
DoD’s program to eliminate the production of weapons-grade plutonium. These three high-risk
reactors, at secured sites, are the oldest operating reactors in Russia, and have not received any
safety upgrades under foreign cooperation. Safety upgrades at these production reactors, prior to
their planned shutdown in 2006, are among our highest priorities. However, the scope of
activities for improved safe operation will be limited.

We are encouraged not just by our progress to address nuclear safety at operating
reactors, but by the early closure of older reactors aswell. The Ukrainian government shutdown
Chornoby!'s sole operational reactor — Unit 3 —in December 2000, as planned. Our effortsto
support the construction of areplacement heat plant at Chornobyl, for decontamination and
decommissioning purposes, are also proceeding well. We were pleased when Kazakhstan also
made the tough decision to shut down its BN-350 reactor. Our attention is now focused on plans
for decommissioning and decontaminating the reactor's sodium coolant, which will ensure that
this reactor can never be restarted. The FY 2002 Budget request will allow us to complete one
full-scope, nuclear plant training simulator, each, in Russia, Ukraine, and Slovakia. We will also
strive for the completion of operational safety improvements at all plantsin Russiaand Ukraine.
Safety procedure and reactor in-depth safety assessments will proceed, albeit at a delayed pace.

GOAL 3: DETECTING, DETERRING, AND IMPEDING PROLIFERATION

Our third goal isto detect, deter, and impede proliferation and the use of weapons of
mass destruction. As mentioned in the previous section dealing with nuclear material security,
the NNSA develops and implements critical U.S. nonproliferation programs. In addition to the
programs aready described, NN has extensive efforts in research and development (R& D) and
arms control arenas. Our activerole in the U.S. nonproliferation interagency community derives,
in large measure, from the nuclear expertise found in the national laboratories. NN supports U.S.
national, bilateral, and multilateral efforts to reduce the threat posed by the proliferation of
weapons of mass destruction.
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Resear ch and Development Programs

A key nonproliferation strategy is to enhance the capability to detect weapons of mass
destruction. The NNSA goal of integrating technical talent and policy expertise is evident in the
Nonproliferation and Verification R& D Program, which enhances U.S. national security through
needs-driven R& D, with an emphasis on devel oping technol ogies to detect nuclear, chemical,
and biological proliferation, and to monitor nuclear explosions.

The following accomplishment is just one indication of the type of activitiesNNSA is
involved with in the R&D area. NNSA was proud that, last year, we achieved a significant
milestone in one of our R&D programs. The Multispectral Thermal Imager satellite was
launched in March 2000. Thissmall research satellite, designed and built by ateam of NNSA
laboratories and industry partners, will develop and test remote-sensing concepts that will add to
our country's ability to monitor nuclear proliferation. Originally designed for a 14-month
research mission (with an expectation of three years of useful operation), the satellite has already
achieved most of its design objectives. The MTI program has devel oped the sensor technology
and data processing methodol ogy to make extremely precise multispectral remote sensing
measurements from space, and to use these measurements to extract important proliferation
monitoring information about observed sites. The engineering required to achieve these precise
measurements and complex agorithms, to extract the useful information, is being validated
through experiments with the satellite. Additionaly, the satellite has been used to support
numerous civil, environmental, defense, and space science researchers throughout the
government. The satellite has collected more than a thousand images and approximately one
third of these were at the request of non-DOE experimenters.

The Proliferation Detection program will develop the requisite technologies to detect
nuclear proliferation. Our unchallenged lead responsibility for nuclear nonproliferation
technology derives from the expertise and knowledge base resident in our nuclear weapons
complex, and it provides a technology template for the detection of activities related to al
weapons of mass destruction. The objectives of the detection program are

C to produce technologies that lead to prototype demonstrations and resultant remote
proliferation detection systems,

C to strengthen our detection capabilities to respond to current and projected threats to
national security and world peace posed by the proliferation of nuclear, chemical, and
biological weapons, and

C to develop technologies that are subsequently made available to a wide range of
government users, including DoD and the intelligence community.

The separate, yet closely related, Proliferation Deterrence program seeks to develop
technical optionsto prevent and deter proliferation of nuclear weapon technology and fissile
materials. Research isfocused on developing integrated sensor systems that will improve the
accuracy and timeliness of information. Our NNSA experts are working hard to build robust
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technical deterrence capabilities that include the development of unattended and handheld
technol ogies designed to shape U.S. diplomatic efforts that rely upon verification or confidence
building measures, in addition to the development of technical means to defend the homeland
against lost or stolen, foreign weapons or fissile materials. We are also improving our forensic
capability to identify the origin of fissile material that might be associated with a nuclear threzat.

With the FY 2002 Budget, we will continue to develop and demonstrate innovative
remote sensing, sampling, and analysis technologies needed to improve early detection of a
proliferant nation’ s nuclear weapons program or non-compliance with international treaties and
agreements, as well as tracking foreign special nuclear materials.

The Nuclear Explosion Monitoring Program is designed to provide the U.S. with the
technical capability to detect nuclear explosions. Specifically, NNSA technical experts are
working to develop and deploy sensors and algorithms that enable the U.S. to meet its national
requirements for detecting, locating, identifying, and characterizing nuclear explosions in the
atmosphere, in space, underground, or underwater. Additionally, we are transitioning
technologies to, and providing operational support for, U.S. national nuclear explosion
monitoring agencies, including the Air Force Technical Applications Center, in partnership with
other Air Force elements, the United States Geological Survey, and other government agencies.
The program seeks to

* enable detection of very low-yield events, especially those that might arise from
proliferant nation efforts,

» deliver ground-based systems comprising state-of-the-art hardware and software
products for seismic, hydro-acoustic, infrasound, and radionuclide technologies, and

» develop, engineer, and deliver satellite-based systems to the Air Force. During the
next five years, we will develop, demonstrate, and begin deliveries of anew
generation of optical, electromagnetic pulse, and direct-radiation sensors for Global
Positioning System Block |1-F satellites.

In FY 2002, the Nuclear Explosion Monitoring program will continue to develop
enabling technology, operational hardware and software, and expertise to detect, locate, identify,
characterize, and attribute nuclear detonations through both ground-based and satellite-based
systems.

To meet threats posed by chemical and biological agents, the NNSA draws upon the
diverse and extensive expertise of its national laboratories. The goal of the Chemical and
Biological National Security Program isto develop, demonstrate, and deliver technol ogies and
systems that will lead to major improvementsin U.S. capability to prepare for, and respond to,
chemical or biological attacks against civilian populations. This program will continue to focus
emerging science and technology on the threat of chemical and biological attack against U.S.
civilian populations. The NNSA isthe primary agency developing non-medical technical
solutions for this challenge. Our experts are involved in a broad interagency program to develop
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sensors that could detect the terrorist use of abiological agent at alarge outdoor event, such as
the Super Bowl or the Olympics. While we do not have the lead on this activity, NNSA brings to
the table superb technical experiencein thisfield. The NNSA is providing the underpinning
biological information necessary for biological detection that would support analyses for
attribution and event reconstruction purposes, and would aid other agencies in the development
of medical and public health countermeasures. The goals of this program are to develop and
demonstrate

C chemical and biological detection, identification, and warning systems for domestic, high-
risk areas or conditions,

C hand-portable chemical and biological detectors, to provide real-time detection to
increase situational awareness during crises, and

C modeling and simulation capabilities, to enable accurate prediction of the effects from
chemical and biological attacks in urban areas, to guide preparation and response efforts,
chemical and biological decontamination, and restoration techniques for usein civilian
settings.

The construction of the Nonproliferation and International Security Center at Los Alamos will
continue with funding of $36 million in FY 2002, allowing for its completion in this same fiscal
year.

Arms Control and Nonproliferation

Another key strategy is promoting arms control and nonproliferation treaties,
promoting agreements, and regimes, and devel oping the associated technologies to support
them. The mission of the Office of Arms Control and Nonproliferation isto detect, prevent, and
reverse the proliferation of weapons of mass destruction (WMD) materials, technology, and
expertise. Itisthefocal point within the NNSA for activities that support the President’s
nonproliferation and international security policies, goals, and objectives, as well as those
activities mandated by statute. The program provides policy and technical expertise and
leadership for NNSA and the Department in interagency, bilateral, and multilateral forainvolved
in nonproliferation and international security matters. Several projects that had been initiated last
year are not proceeding currently. The NNSA will not be proceeding with the Separated Civil
Plutonium activities, due to Russian nuclear cooperation with Iran. Funding for Spent Fuel
Storage and Geological Repository in Russiaare on hold, to allow time for the new
Administration’ s interagency policy review. At the current budget level for FY 2002, further
assistance to Kazakhstan, in implementing the secure long-term storage of the BN-350
plutonium-rich fuel, will be curtailed.

Russia-Focused Programs

The Second Line of Defense program was created in 1998. It is designed to help the
Russians detect and prevent nuclear proliferation or terrorism through the installation of radiation
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detection equipment at strategic transit and border sitesin Russia. It aso helps to strengthen
Russia s ability to detect and deter illegal nuclear transfers, thus adhering to its international
nonproliferation commitments. In FY 2002, this program will be expanded dlightly, to increase
our cooperation with the Russian Customs Committee. This program’s objectivesinclude

C equipping vulnerable border and transit sites with radiation detection equipment,

C utilizing a“systems’ approach to equipment installation, including rigorous vulnerability
assessments, site survey, and design of candidate sites, and acceptance testing and data
evaluation of installed equipment, and

C ensuring sustainability through training for equipment use and procedures for response,
using Russian-manufactured and U.S.-tested detection equipment, and providing mobile
training stations for use in remote regions.

To date, this program has been quite successful on alimited budget of several million
dollars per year. Equipment has been installed at the airportsin Moscow and St. Petersburg, and
at aport on the Caspian Sea. Eight sites are fully equipped and installation at three additional
sitesisunderway. Thisrelatively young program already has reached significant achievements,
including ninety customs officers trained, training manuals distributed to 30,000 front-line
officers, passive searches of roughly 120,000 vehicles, 11,000 railroad cars, and greater than
750,000 pedestrians, using radiation detectors installed under our joint program.

Policy and Analysis

The Policy and Analysis office provides analytical support and technical expertise for
arms control and nonproliferation treaty, and for agreement policy formulation, negotiation, and
implementation at DOE and NNSA facilities and for regional security initiatives. In the next
fiscal year, the NNSA will continue to promote arms control and nonproliferation activities, both
under formal treaty-related mechanisms and under less formal mechanisms, including the
Warhead Safety and Security Exchange (WSSX) Agreement, negotiations on Russian plutonium
oxide measurements, under the Plutonium Production Reactor Agreement, and testing,
evaluating, and demonstrating technologies, in accordance with the Joint DOE-DaoD Integrated
Technology Plan. These technologies would support transparency negotiations for several
initiatives, including the monitoring regime, to be implemented at the Fissile Material Storage
Facility being built by the DoD at the Mayak Production Association in Ozersk, Russia, the 1996
Plutonium Production Reactor Agreement implementation, and U.S.-Russian Federation-IAEA
(International Atomic Energy Agency) Trilateral Initiative negotiations.

The U.S. and Russian Federation have declared their commitment to pursuing transparent
and irreversible reductions in nuclear arms. The mission of the NNSA Warhead and Fissile
Material Transparency Program istwofold. First, we are comprehensively evaluating the
impact of awarhead monitoring regime on the NNSA nuclear weapons complex, to ensure that
there is no adverse impact on the U.S. requirement to maintain a safe, secure, and reliable nuclear
weapons stockpile, and to ensure that no classified information isrevealed. Second, NNSA
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experts are developing and implementing technical measures that can be applied at Russian
nuclear weapons facilities, to provide confidence that Russian nuclear weapons are being
dismantled, and that excess fissile materials removed from dismantled Russian nuclear weapons
cannot be used again for weapons purposes. This program reduces the potential for theft and
diversion of Russian warheads and fissile material, by increasing the safety and security of
Russian warheads. It also obtains access to Russian scientific and technical information, and
gains access and provides transparency in the Russian nuclear weapons complex.

The Warhead Safety and Security Agreement/L aboratory-to-Laboratory Transparency
Program isintended to provide a greater understanding of the Russian nuclear warhead
dismantlement process, while encouraging advocates for transparency in Russia. The
Laboratory-to-L aboratory program is implemented through contracts signed between U.S. and
Russian national laboratories. Upon receipt of deliverables from Russian institutes, U.S.
laboratories provide funds to Russian scientists, who worked on the deliverables. This program
is conducted under the auspices of the extended Nuclear Warhead Safety and Security
Agreement. Strict guidelines and oversight are used by the U.S. and Russian Federation to
ensure that only unclassified information is exchanged. Areas of work include radiation
measurement technology, tags and seals, remote monitoring, and other topics related to nuclear
weapons transparency.

The “ Agreement between the United States of America and the Government of the
Russian Federation, on the Exchange of Technical Information in the Field of Nuclear Warhead
Safety and Security,” more commonly referred to as the Warhead Safety and Security Exchange
Agreement (WSSX), was signed on December 16, 1994, entered into force in June 1995, and was
extended for an additional five-year term last year. Participantsin the Agreement are DOE and
DoD for the U.S. and MinAtom and the Ministry of Defense for Russia. The June 2000
extension incorporated any ongoing or future DOE/MinAtom Laboratory-to-Laboratory activities
concerning the transparency associated with dismantlement of nuclear weapons under the WSSX
Agreement. As established under the original WSSX Agreement, a Joint Steering Committee
and Joint Coordinating Group approve new L aboratory-to-Laboratory topics/projects for program
technical exchange consideration and provide oversight to Agreement implementation.

The Monitoring Warhead | nventories and Dismantlement Program focuses on
identifying technical measures and technologies to monitor warhead inventories and
dismantlement under future monitoring regimes. Future initiatives involving the monitoring of
nuclear warheads, nuclear warhead dismantlement, or fissile material, resulting from dismantled
nuclear warheads, will have a significant impact on the NNSA nuclear weapons complex. The
NNSA Warhead and Fissile Material Transparency Program comprehensively evaluates the
issues associated with potential monitoring regimes, to ensure that there is no adverse impact on
the U.S. requirement to maintain a safe, secure, and reliable nuclear weapons stockpile, and that
no classified information isrevealed. In FY 1999, DOE and DoD agreed to combine resourcesin
support of ajoint DOE-DoD Integrated Technology Plan to comprehensively develop, test, and
“red-team” technologies that could be used to support Mayak transparency, the U.S.-Russia-
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IAEA Trilateral Initiative, Plutonium Production Reactor Agreement, and potential future
initiatives.

The Plutonium Production Reactor Agreement (PPRA), signed in 1996, commits the
Russian government to cease production of weapon-grade plutonium at three reactors that also
provide heat and electricity to two cities and their surrounding regionsin Siberia. As part of the
PPRA, both sides agreed to allow teams from the other side to monitor the shut-down reactors, as
well as the plutonium storage facilities. NNSA and Russian technical experts are developing
jointly technologies and mechanisms that will enable our monitors to perform their transparency
activities, without revealing any sensitive information.

TheTrilateral Initiative beganin 1996. Itsgoal isto provide international confidence
that excess U.S. and Russian weapons plutonium is not returned to weapon use. Technical
experts from Russia, the U.S,, and the International Atomic Energy Agency (IAEA) have been
working diligently during the past four years to devise technologies and methods to allow IAEA
verification of the material, without revealing sensitive information. 1AEA inspections at the
Mayak Fissile Material Storage Facility will verify that Russian excess plutonium remains
removed from weapons programs. The U.S. will place its excess plutonium under IAEA
verification at the K-Area Material Storage Facility at the Savannah River Site.

Non-Russia-Focused Programs

While the bulk of our nonproliferation activities take place in Russia, the NNSA isalso
involved in nonproliferation and arms-control-regime projects in many other parts of the world.
For instance, since 1995, the U.S. and Kazakhstan have been working to reduce proliferation
risks associated with three tons of weapons-grade plutonium. This material, which islocated at
the BN-350 fast-breeder reactor in Aktau, Kazakhstan, contains enough plutonium to
manufacture hundreds of nuclear weapons. Furthermore, unlike most spent fuel, the majority the
BN-350 spent fuel material poses no significant radiation hazard to awould-be thief. The project
has

C reduced thethreat to U. S. national security posed by the vulnerability of the weapons-
grade material,

C dggnificantly enhanced physical protection and material control measures at the plant,

C utilized aformer weapons-related complex in Kazakhstan, which was converted to
peaceful uses under the Cooperative Threat Reduction program, to manufacture most of
the storage canisters,

C instilled asafety and security culture, by conducting all U.S.-sponsored activitiesin a cost
effective manner, consistent with international safeguards, security, and safety standards,
and

» packaged the nearly 3,000 fuel assembliesin welded and evacuated 1¥~ton steel canisters
in such away that “hot” assemblies are combined with “cool” assemblies, to provide a
radiation barrier to theft, while also stabilizing the spent fuel for long-term storage. This
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phase will be complete this summer, securing three metric tons of very high-grade
plutonium.

The Aktau project will, as funding allows, continue to support the IAEA in the
implementation of internationally accepted safeguards measures over the material, continue
to provide non-weapons-related employment for nuclear scientists in Kazakhstan, and
provide security and international safeguards measures for the transportation and long-term
dry storage facility for the BN-350 material.

NNSA experts are also actively working in North Korea to reverse and prevent
proliferation of nuclear weapons, by securing approximately thirty kilograms of weapon-
grade plutonium contained in Nyongbyon 5 megawatt reactor spent fuel. Similar to the
objectives of the Aktau project, NNSA technicians have

C packaged the 8,000 assemblies in canisters and placed those canisters under IAEA
monitoring, and

C performed field operations to maintain packaged spent fuel in a safe condition,
appropriate for future shipment.

We are also supporting the IAEA in the implementation of verification and
international safeguards of the material, while helping to prepare plans to support future
shipment and disposition of spent fuel.

In an effort to impede the use of weapons of mass destruction, the NNSA supports
severa projects targeted at reducing the amount of fissile material that could be available to
potentia proliferatorsto fashion into anuclear device. In the Reduced Enrichment for
Research and Test Reactors (RERTR) Program, NNSA continues to work to reduce
international commercein civil HEU, by devel oping technologies to convert foreign and
domestic research and test reactors from HEU to LEU. To accomplish this, the program
continuesto

C develop denser LEU fuels that can be used to convert most, if not all, research
reactorsto LEU fudl,

C develop LEU targets and chemical processing methods that can be used for
production of medical radioisotopes,

C perform design and safety analyses, and transfer technology to assist conversion of
research reactors to use of to LEU fuel and targets; and

C provide support to the Russian RERTR program, to develop high-density fuels and to
complete the design and safety analyses needed for LEU conversion of Russian-
designed research reactors.

Along those same lines, and based on its own experience with the RERTR program,
NNSA experts have begun cooperation with Russia to establish a Research Reactor Fuel
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Take-Back Program, to prevent proliferation of nuclear weapons, by repatriating to Russia
civil HEU fuel, from Soviet/Russian-supplied research reactors in sixteen countries, many of
which are located in regions of proliferation concern. Thisprogram isinits early stages, and
isworking closely with the IAEA.

NNSA isalso active in strengthening regional security and nonproliferation, not only
on the Korean peninsula, but also throughout East Asia, South Asia, and the Middle East.
We are doing this by participating in U.S. policymaking, promoting regional security
dialogues, and sharing with key states in these regions the expertise of the national
|aboratories on technical measures to implement nonproliferation agreements. Under a
program to strengthen the Biological and Toxin Weapons Convention (BWC) regime, NNSA
supportsthe U.S. in its efforts to negotiate alegally binding protocol to the 1972 BWC. This
protocol is part of alarger effort to deter noncompliance with the BWC and to reinforce the
global norm against the proliferation of biological weapons. Our technical experts facilitate
U.S. commerce through implementation of bilateral peaceful nuclear cooperation agreements
with our nuclear trading partners.

GOAL 4: PROVIDING NAVAL NUCLEAR REACTORS

Our fourth goal isto provide the Navy with safe, militarily effective nuclear
propulsion plants, and ensuretheir continued safe and reliable operation.

Naval Reactorsis a highly successful semi-autonomous organization inside of the
NNSA. Admiral Bowman, the Program’ s director, is responsible for providing the U.S. Navy
with safe, militarily effective nuclear propulsion plants, and ensuring their continued safe and
reliable operation.

The responsibilities and authority of the Director of this unique dual agency
organization were set forth in Executive Order and in Public Laws. This cradle-to-grave
responsibility begins with technology development and continues through reactor operation
and, ultimately, reactor plant disposal.

With 102 operating Naval reactor plantsin warships comprising forty percent of the
Navy’s magjor combatants, primary emphasis and most effort is placed on ensuring the safety
and reliability of these plants. Naval Reactors is devel oping the next-generation reactor for
the Navy’s new VIRGINIA-class attack submarines and areactor for the Navy’s new CVNX
class of aircraft carriers.

| will continue to support and promote this unique Program that produces the “culture
of excellence” that NR is known for.
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GOAL 5: VITALITY AND READINESS OF THE NNSA ENTERPRISE

Our fifth goal isto ensurethe vitality and readiness of the NNSA'’s scientific and
technical enterprise, for the next decade and beyond. We are particularly concerned about
attracting and retaining a preeminent workforce and revitalizing our aging infrastructure.

Nuclear Expertise

A key strategy for ensuring the readiness of the enterpriseisto attract and retain
the best workforce possible, in today’ s highly competitive market for technical talent, by
providing a challenging and rewarding work environment. Within a decade, most of our
weapons designers with nuclear testing experience will be eligible for retirement and may
have left our workforce. This means that when our newest system, the W88, reaches the end
of itsoriginal, expected design life in 2014, we may no longer have anyone with test-based
job experience to help evaluate modifications that may be required, due to aging. As part of
the Stockpile Stewardship Program, we are using the remaining critical staff to train and
mentor the next generation of stockpile stewards, who will use the new stockpile stewardship
tools, along with existing nuclear test data and the weaponization database.

As| indicated in the beginning of this testimony, our people are our most important
asset. But our experienced cadre of scientists, engineers, and manufacturing personnel is
dwindling, asworkers retire. Attracting and retaining the critically skilled people we need is
one of the mgor problems faced by the nuclear weapons complex today.

We provided areport to Congress last year, in response to section 3163 of the
National Defense Authorization Act for Fiscal Year 2000, that describes the situation at each
of our contractor sites, with regard to their current and projected critical skills status and their
plans for maintaining essential nuclear weapons expertise. At present, we believe the
situation is manageable, but we will carefully monitor the implementation of each site plan.
We are also currently reviewing our policy with our management and operating contractors to
ensure that it promotes effective recruitment and retention. The three new contracts with our
production plants, awarded in FY 2000, contain a new clause that statesit is our policy not to
inhibit recruitment and retention. The new contracts with the University of Californiafor the
Los Alamos and Lawrence Livermore National Laboratories include maintenance of critical
skills as one of the key improvement areas that will receive focused evaluation by the NNSA.

One might think that recruiting and retaining the critically skilled people we need
could be solved by simply paying higher salaries. Certainly that is true in some instances, but
not all. One of the problemsin cyber security is that once we have trained individualsin the
latest techniques, we often lose them to private industries that are paying higher salaries. Of
course, anumber of the critically skilled people that are needed in the complex have less
direct application in private industry, for example, plutonium metallurgists. Thisraisesthe
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problem of encouraging individuals to enter these fieldsin the first place, and it is here that
our new experimental facilities and capabilities come into play.

A significant element in attracting and retaining personnel at the national defense
laboratories has always been the Laboratory-Directed Research and Development (LDRD)
Program. | would like to thank Congress for removing the restrictions against allowing our
contractors to set aside up to six percent of their weapons activities appropriations for
Laboratory-Directed Research and Development. The central objective of the LDRD
program is to enhance the scientific and technical capabilities of the national 1aboratories, by
investing in fundamental science and technology to meet long-term national needs. Sustained
support for this program is essential, as it impacts recruitment. Overall, the personnel pool is
still low which reflects the time it takes to recruit individuals. A similar program, authorized
by Congress for the production plants, began in FY 2001.

Although Laboratory and Plant Manager Directed Research and Devel opment
Programs are essential elementsin attracting people to the nuclear weapons program, the
enduring attraction and retention of these people is fundamentally related to three issues:
national importance of the mission, technical challenge of the program and advanced
experimental, computational, and manufacturing capabilities.

M aintenance of the Complex

Another key strategy for assuring the vitality of our enterpriseisto provide state-of-
the-art scientific and technical tools and facilities, in a safe and secure environment. The
current budget request for FY 2002 will provide approximately the same level of funding
available to our facilities and sites, asit has during the past several years. As| indicated in
my testimony before the Senate Energy and Water Development Appropriations
Subcommittee on March 13", that level of funding has focused maintenance activities each
year on those facilities necessary to carry out the immediate workload. We have not been
able to make a significant investment for sustained, preventive maintenance or investmentsto
reduce the risk of equipment failures, to increase operational efficiency and effectiveness, or
to extend facility lifetimes. Asaresult, our aging nuclear weapons complex — more than half
of our structures are greater than fifty years old — is deteriorating at an accelerating rate.

The assessment Defense Programs conducted last year indicated that, in just the last five
years, the percent of the complex found to bein either excellent or good condition had fallen
from roughly 56 percent to only 26 percent.

The condition of our facilities and infrastructure is certainly not a new story, having
been documented in a number of studies over the past decade, and addressed by various
construction-oriented initiatives, including Utilities and Equipment Restoration, the Facilities
Capability Assurance Program, R& D Revitalization, Non-Nuclear Reconfiguration, and the
Stockpile Management Restructuring Initiative, during the past three decades. The condition
of our facilities and infrastructure has also been recognized by Congress, which, since FY
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1998, has earmarked $86 million above requested levels, specifically for infrastructure
improvements at Y-12, Pantex, Kansas City, and Savannah River. Certainly, increased
funding isvital, but it isonly one part of the solution. Excellent facility management isa
standard business practice of most magjor organizations and | have aready taken stepsto
establish an office within NNSA to manage the facilities and infrastructure of the nuclear
weapons complex. This office will focus on long-term planning, establishing the processes —
absent too long — that will institutionalize the procedures, standards, and expectations for the
complex.

A Recapitalization Initiative has been devel oped to redress infrastructure problems
throughout the complex in response to a recent comprehensive study of facilities and
infrastructure. This multi-year initiative to correct maintenance deficiencies, with the goals
of stabilizing the infrastructure, increasing availability of our current facilities, and extending
their useful liveswill be reviewed as part of the strategic review of national security
programs.

GOAL 6: CREATING A WELL-MANAGED ORGANIZATION

Our sixth goal isto create a well-managed, responsive and accountable
organization, by employing effective business practices. On March 14, 2001, | announced
my plans for realigning the NNSA’ s organizational structure to improve performance of our
core mission of strengthening national security and reducing the global threat from weapons
of mass destruction, through applications of science and technology.

This past January, after listening to the findings of my two organizational options
teams, | concluded that NNSA should be realigned into “product” and “support” divisions, as
isthe practice in many major private sector enterprises.

Our “product” divisions, Defense Programs and Defense Nuclear Nonproliferation,
will focus on defining and advocating for the most effective means of accomplishing our
mission. On the other hand, key support functions have received less-than-adequate attention
in the past. Security and safety management, infrastructure and project management, the
personnel system, and the planning and budgeting process all need focus and dedicated
management attention. In creating two new Associate Administrators, one focused on
facilities and operations and the other on management and administration, we will establish
the advocates for many of the functions that the Congress recognized as needing attention in
the crafting of Title 32. By taking these functions off the plates of my Deputy
Administrators, | am freeing these managers to focus more intensively on program concerns
and mission accomplishment.

We have no intention of realigning Naval Reactors within this reorganization — they

will remain separately managed as specified in Title 32. We have made use of this program’s
record of success and their many lessons-learned in the shaping of the NNSA.
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The two new Associate Administrators will support the mission organizations. The
Associate Administrator for Management and Administration will be tasked to ensure
efficient management of budget, finance, procurement, information, and people, to make
them serve the needs of the product divisions. The Associate Administrator for Facilities and
Operations will ensure responsible stewardship of our facilities and will be successful only if
these facilities are available to the program organizations for performing our missions. These
changes are designed to consolidate responsibility for security, safety, and environmental
issues at NNSA sites; to establish clear and direct lines of communication for laboratory
directors and plant managers; establish greater personal accountability; and to improve
productivity and morale.

The Deputy Administrator for Defense Programs will focus on maintaining the safety,
security, and reliability of the nuclear stockpile. Significant strides have been made in that
areawith the Department of Defense, in that we are implementing plans for detailed,
requirements-driven stockpile life extension and refurbishment. Defense Programs will
direct planning and set goals for production at the plants and for the science-based stockpile
stewardship activities at the national laboratories. Defense Programs will retain
responsibility for major program-oriented construction and facility initiatives.

The Defense Nuclear Nonproliferation organization will continue to reduce the threats
posed by weapons of mass destruction, strengthen nonproliferation institutions and norms,
develop technol ogies to prevent nuclear smuggling, detect proliferation, respond to possible
chemical or biological weapons use, and reduce the danger posed by unsafe operation of
Soviet designed reactors worldwide.

| recognize that establishing these “product” and “support” divisions creates a degree
of tension within the organization, but | expect that this tension will evolve into cooperation
and support as each element begins to work with the others to accomplish our mission. This
organizational structure works, if we are able to adopt a corporate approach to accomplishing
the mission. Each Deputy and Associate Administrator must recognize that their personal
and organizational successistied to the success of the overal organization. We are creating
a Management Council consisting of the Deputies and Associates that will be tasked with
resolving cross-cutting issues and disputes. These issues will be referred to the
Administrator, only if the Council cannot resolve them. Also, | will seek establishment of a
Principal Deputy Administrator to help me resolve operational issues among NNSA elements
and to assist in the day-to-day management of the enterprise. In sum, we are trying to
develop a corporate approach to decision making.

Mindful of the legislative mandate to provide the Armed Service Committees with a
plan by May 1, 2001, “for assigning roles and responsibilities to and among the headquarters
and field organizational units of the NNSA,” we divided the effort into two phases. The first
phase addressed headquarters elements. In January, we assembled ten teams to tackle these
issues for the headquarters elements. The reports of these teams formed the basis for the
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recently-announced reorganization. The May 1, 2001 interim plan isthefirst stepina
multiphased effort, and will include mission and function statements for each major element
of our realigned headquarters organization; it will describe relationships between each NNSA
element; and it will discuss relationships between NNSA elements and those organi zations
external to the NNSA. The report will also contain an implementation plan for making this
organizational transition by October 1, 2001, describing anticipated changes to organizational
units and presenting a strategy for making the staffing transition. A final report will be
transmitted to Congressin October. | have made a commitment that, in thisinitial
reorganization phase, everyone currently employed will either be retained in ajob similar to
thelr current position or be placed in anew job within NNSA. We need to retain our federal
talent for thisto be a success!

Realigning the field structure is the second phase of our efforts to establish an
effective and efficient NNSA enterprise. Our May 1% plan will include adesign outline for
allocating roles and responsibilities between headquarters and the field. Asthe next step, |
intend to charter a neutral group of experts to advise me on options for addressing key
structural issues uncovered in by previous studies of thisissue. This group will be asked to
gather information and devel op options over the next six months, with aview to resolving
field-structure issues by the end of the year.

My focus in these organizational adjustmentsis on making measured, thoughtful
changes that improve NNSA'’ s effectiveness in accomplishing our mission and then seeking
to improve our efficiency through a structured process that does not disrupt current mission
performance.

Detailed Budget Proposals and Multi-Year Plans

One of the key strategies for creating a well-managed organization isto adopt an
integrated business management system that links strategic planning, programming,
budgeting, execution, and evaluation. On the budgeting front, the good news is that NNSA
submitted a Future-Y ears Nuclear Security Budget to the Office of Management and Budget
(OMB) on March 2, 2001. OMB intendsto carefully evaluate our future-year budget, over
the next few months, in conjunction with the Administration’s strategic review.

Internally, our focus within NNSA is on improving our planning, programming,
budgeting, and execution (PPBE) process. Our first future-year budget request was
constructed while we began to implement a systematic process for connecting and integrating
our plans, programs, funding requests, and performance evaluation processes. At the
moment, these processes are not as well synchronized as we want. We expect that the FY
2003 budget process will be atransition year in our implementation of a PPBE system. The
system should be fully implemented during the FY 2004 process. The graphic attached to my
testimony presents a picture of how we expect the process to operate when the system is fully
implemented.
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The NNSA PPBE system will (1) establish standardized business management
processes where feasible and will provide flexibility for programs as appropriate; (2) improve
discipline in program and project management; (3) assure that each program and project
receives appropriate consideration as tradeoffs are made in establishing the integrated budget;
and (4) create meaningful performance measurement and feedback systems. We hope to
demonstrate the value of this system through measurable improvement in our mission
performance.

The system is divided into four phases:

1.

Long-Range Planning —for the FY 2004 cycle, thiswill be performed between
June and October of FY 2001.

Programming — guidance for FY 2004 will be issued early in 2002, and program
decisions will be reached by June 2002.

Budgeting — NNSA senior managers will review the budget in June or July of
2002 and will then participate in the Department’ s process, tied to the preparation
of the President’ s budget, which isreleased in January or February of 2003.

Execution and Evaluation — execution year funding will cascade down through
program and implementation plans. Program managers will perform periodic
reviews and report the results to appropriate officials.

With the help of the Institute for Defense Analysis, NNSA has developed a detailed
plan for implementing this system. NNSA’s near-term priorities include:

communicating our plans throughout our enterprise,

establishing and implementing an Integrated Priority List and resource
prioritization process,

improving the quality, timeliness, and integration of future-year program and
implementation plans,

establishing and implementing aformal change control process,

conducting periodic, formal evaluations, and

reviewing and establishing NNSA information technology requirements for the
process.

Development of afuture-years defense budget process that brings us more in line with
the needs of our missions, plants, and national laboratories is an important step. We have
established momentum toward reaching that goal and we are making slow but steady
progress. Your continued support for our efforts will be needed to reach this objective.
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I mproving Personnel Management

Another key strategy for improving business processesis to stress accountability at
all levels of the organization. We must hold managers and contractors accountable for
program and service results, hold individual s accountable for meeting performance goals, and
reward individuals, units, and contractors accordingly. Finally, we must foster an orientation
toward self-devel opment.

Title 32 contains limited, but important authority for the NNSA Administrator to
begin revitalizing the Federa staffing of our nation’s nuclear security enterprise. Review of
our interim policy for implementing excepted service appointments and compensation
authority for no more than 300 scientific, engineering, and technical positions within the
NNSA isnearly completed. We expect to begin exercising this authority by the beginning of
July 2001.

The policy was developed by NNSA staff, in consultation with other agencies, that
use similar authorities. Indeed, our team leader was the architect and implementer of the
excepted service authority granted to the Defense Nuclear Facilities Safety Board by
Congress. His expert advice was invaluable in establishing this interim policy.

Our interim policy is designed to provide NNSA managers with sufficient flexibility
to attract and retain key personnel needed to meet our demanding mission, while ensuring
that NNSA uses this special authority with due regard for the Merit Systems principles of
federal personnel management. An integral element of the policy is the Pay-For-Performance
feature, allowing for performance increases and performance bonus pools. Implementation
of this Pay-For-Performance feature will be deferred until a uniform performance appraisa
system can be established for our excepted service employees, and until our managers can be
trained to develop fair and accurate measures of staff performance.

We see thisinterim policy asjust the first step in revitalizing our federal staffing
process. We urgently need to begin hiring staff at entry and mid-career tiers to avoid future
gapsin staffing and leadership. Asyou may be aware, aimost fifty percent of our staff is
within a decade of retirement. We intend to outline a more complete plan for improving
personnel management and continuity in the May 1% Report to the Armed Services
Committees.

CONCLUSION

| believe that NNSA ison the right course. The NNSA enjoys the support and
endorsement of Secretary of Energy Spencer Abraham. It isthe right ideato bring together
the national security missions of DOE, and to focus our work with clear goals and plans,
clean lines of authority, and a strong view to the future. We are on agood path to improve on
our management and performance, to manage our programs efficiently and effectively, and to
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plan our future.

The culmination of all the stockpile stewardship activity — of all our surveillance,
maintenance, refurbishment, research and development, and construction — is annual
certification of the stockpile. The Stockpile Stewardship Program has, for the past five years,
given the Secretaries of Energy and Defense the necessary confidence to inform the President
that areturn to nuclear testing is not required to maintain the safety, security, and reliability
of the nuclear weapons stockpile. With appropriate resources, we will be able to continue to
provide that confidence for the foreseeable future, maintaining a credible nuclear deterrent
for aslong as we should need it.

This confidence— and | cannot emphasize this enough — islargely the product of
expert judgment, the expert judgment of some of America s best and brightest men and
women, in both federal service and throughout the nation in our laboratories and plants.
Their judgment is only meaningful because of their experience in pursuing the highest
standards of excellence in science, engineering, manufacturing, and management. |If we offer
these people anything less— if we continue asking some to work in substandard facilities
with aging equipment, if we burden them with unnecessary bureaucratic requirements and
politics, if we fail to give them challenging work — then they will go elsewhere, our
confidence in our weapons will suffer, and, under such circumstances, our nuclear deterrence
will fail.

The scientists and engineers that are stewards of our nuclear arsenal have also been
making important technical contributionsto controlling, detecting, and deterring the use of
weapons of mass destruction. NNSA's unique contribution is evident in the caliber of
personnel working on these complex, interrelated threat reduction programs. Thelir expertise
resident in our national laboratories has been honed by years of working in support of the
U.S. nuclear complex. Our technical experts are ready and willing to share their
nonproliferation and counterproliferation experience with their counterpartsin Russia. Mr.
Chairman and members of this Committee, | think we can all agree that as a nation, we may
face no greater challenge than preventing weapons or weapons usable materials from falling
into the hands of those who would use them against the U.S. or our allies. It has been more
than a decade since the Berlin Wall fell, opening a new erain history. In many ways, we live
in amore dangerous world now, since the demise of the Soviet Union. The threat to our
safety and international security is more diffuse, which makesit harder to defend against.
Rather than one monolithic threat, we must be prepared against rogue nations or terrorist
organizations with interests inimical to ours. | am very proud of the nonproliferation
programs that are rightfully part of the defense nuclear security enterprise. The review being
conducted at the present time by the White House istimely and | am confident it will reveal
that the NNSA’s programs are making solid contributions to the national security of the
United States.

Again, | thank the members of this Panel for their commitment and support of our
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mission, and for your support of the people of NNSA who actually do the work and
accomplish the mission: scientists, engineers, technicians, policy planners, administrators — at
headquarters, in the field, at our laboratories, plants and the test site.

Simply stated, NNSA has great people and agreat mission. Thank you again for the
opportunity to appear here today.



Planning, Programming, Budgeting and Execution System (PPBES)

PLANNING
Articulate long-term goals & priorities.
Establish framework for 5-year plans.

» Strategic Requirements &
I ssues Analyses
* NNSA 15-Year Strategic Plan

EXECUTION/EVALUATION
Obligate & expend funds. Monitor
changes, evaluate results against plan,
& take corrective actions.

 AFP/Work Authorizations

» Baseline Change Control

* Variance Reporting

» Performance Reports

» Performance Contract Evaluation
* Periodic Program Reviews

» Employee Performance Reviews

E—

Improved program management and results:

BENEFITS

Less Confusion -- more discipline

PROGRAMMING
I dentify, scope & phase major program
activities based on an analysis of
alternatives, competing priorities
& mission needs

* 5-year Program & Fiscal Guidance
* 5-Year Program Plans

» 10 Year Comprehensive Site Plan

» Stockpile Stewardship Plan (SSP)

* Independent/Program Analyses

e Program Decison Memos

Well defined baselines

Emphasis on analyses (alternatives, trade-offs)
I nformed decision-making based on near-term
and long-term priorities

Better integration among plans/budgets/results
Clear lines of authority/accountability
Evaluation of results & feedback

I mproved credibility with stakeholders,
OMB, DaoD, & Congress

BUDGETING
Convert program requirementsinto
resources & dollars

» 5-year program budgets

e CFO Budget Review

* OMB Budget Submission

* President’s Budget Submission




National Nuclear Security Administration

FY 2002 Congressional Budget Request
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FY 2000 | EY2001 | EY 2002
Comparable| Comparable| Request to | FY 2002 vs.| FY 2001
Approp. Approp. Congress
Xve?p.o.“s 4563505 | 5060289 | 5300025 | +230736 | +4.6%
ctivities
DefenseNuclear | 25 .00 | g73gaa | 773700 | -100184 | -11.5%
Nonproliferation
Naval Reactors | 669,637 687560 | 683,045 +485 +0.1%
Officeof the 350 9,978 15000 | +5022 | +50.3%
Administrator
Total, NNSA 5046164 | 6640711 | 6,776,770 | +136059 | +2.0%
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