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Date: 
TITLE:  NNSA LINE OVERSIGHT AND CONTRACTORS’ ASSURANCE SYSTEM POLICY

I. 
OBJECTIVE
This Policy establishes a framework that will allow NNSA Line Oversight to be better aligned to Contractor Assurance Systems, with emphasis on performance assurance areas that are less mature or of higher risk.  This policy envisions a complementary and supportive relationship between the NNSA and contractor systems to provide assurance. Information access and flow between contractor and federal managers in the execution of line management accountability (e.g., for program, project and business management activities, etc.) should be open and unfettered.  Contractor Assurance Systems, as referred to below, are an integration tool under DEAR 970.5203-1, the Management Controls clause, pertaining to "systems of management controls".  The Contractor Assurance System shall be tailored to the needs of each site and shall incorporate the attributes of the attached Contractor Requirements Document.  The NNSA will be a “Demanding Customer”, with focus on technical and business competency, in support of mission performance.

II.          BACKGROUND

Historically, DOE and NNSA have depended upon a combination of contractor assessment and direct Federal oversight to help manage the risks associated with work conducted by NNSA contractors.  Technical and subject matter experts conducted numerous types of assessment activities to evaluate contractor performance as well as to form the basis for issuance of policy, guidance, and direction and evaluation of contractor performance. In the future, the accountability for effectively managing risk will be increasingly placed on NNSA contractors.  This shift in accountability should allow increasingly refined NNSA Line Oversight as Contractor Assurance Systems mature and confidence is built.  

To ensure effective risk management, NNSA will require comprehensive contractor “assurance systems”, i.e., those systems relied upon to ensure missions and functions are being properly executed in an effective, efficient and safe manner.  Contractor assurance systems will:

· Enable effective management of programmatic, project, administrative and operational risks;

· Implement robust, rigorous and credible contractor self-assessments, feedback, and improvement activities; 

· Identify and correct performance/compliance trends before they become significant issues; 

· Provide input to risk/resource prioritization decisions;

· Utilize nationally recognized experts and other independent reviews to assess and improve its work process and to carry out risk and vulnerability studies, as appropriate;

· Define performance metrics and performance targets to assess performance, including benchmarking of key functional areas with other NNSA/DOE contractors and industry and research institutions;

· Timely and appropriate communication to the Contracting Officer, including access to assurance related information; 

III.  
APPLICABILITY

This policy applies to oversight of contractor performance in all areas of the NNSA enterprise including programs, projects, operations and business functions. It sets forth the National Nuclear Security Administration (NNSA) expectations for NNSA Line Oversight and Contractor Assurance Systems. Without impeding information access and flow between contractor and federal managers in the execution of line management activities, this policy builds on Integrated Safety Management and Integrated Safeguards and Security Management and evolves these to the broader concept of Integrated Management. This policy complements (in the ES&H area) DOE P450.5, which remains in effect. The requirements of this policy are consistent with those in applicable rules, regulations, standards and DOE Policies. Accordingly, as stated in DOE P411.1 (Safety Management Functions, Responsibilities, and Authorities Policy), the ultimate responsibility and accountability for ensuring adequate protection and safe operations rests with NNSA line management and cannot be delegated to contractors. The contractor is accountable for ensuring appropriate protection and safe operations commensurate with risk.  NNSA shall hold it’s M&O Contractors and their parent entity accountable for their performance. The Department of Energy’s (DOE) Office of Independent Oversight and Performance Assurance (OA) will continue to provide the NNSA Administrator and the Secretary of Energy with independent oversight of NNSA’s Environment, Safety and Health, Safeguards and Security, Cyber, and Emergency Management performance, coordinated through the appropriate NNSA Site Office.

This Policy applies to all NNSA elements except for Naval Reactors, NA-30.

IV.        REQUIREMENTS
A.   NNSA Line Oversight and Contractor Assurance Systems shall be based on the following principles:

1)
In general, NNSA determines the “what” and the contractor determines the “how”, in the context of mission and function performance, compliance, and good business practice. 

2) A relationship between contractor performance and NNSA oversight is developed where, depending, in part on the level of risk associated with a contractor’s work, NNSA oversight will be based on the Contractor Assurance System quality and completeness and an acceptable level of contractor performance.

3) NNSA oversight is driven by NNSA’s expected outcome SEQ CHAPTER \h \r 1 of increased contractor accountability and an acceptable level of contractor performance.

4)
NNSA Line Oversight is based on those metrics, observations, assessments and certifications that indicate major elements of risk are being controlled to enhance mission success. Integrating NNSA Line Oversight to assure risk control in a cost-effective and coordinated manner, many discrete areas within the Contractor Assurance System, which include ES&H and S&S, must be considered. This includes all existing information from contractor self-assessments, internal audits, and other assurance systems, as well as independent sources.

5)
A risk-based graded approach is developed to base NNSA Line Oversight and contractor assurance resources on those areas where more rigorous performance assessment and improvement are required.

6)
Contractor Assurance Systems will include self-assessments, internal auditing, oversight by boards and external panels, third-party certifications, and direct engagement between oversight bodies and NNSA’s leadership.

7)
In complying with this policy, a transition period during which both the contractors and NNSA are adjusting to the approach embodied in this policy is expected.  This will allow building of trust and confidence on the part of both parties.

B.   NNSA expectations for Contractor Assurance Systems are based on:

1) Assurance of mission and function performance by evaluation of performance against an agreed-upon set of mission-critical performance objectives;

2) Assurance that the contractor has an adequate risk management program that identifies, understands, mitigates, and manages risks; and 

3) Assurance of Contractor stewardship of mission through effective and efficient administrative and supporting operations.

C.  NNSA Line Oversight programs are based on: 

1)  SEQ CHAPTER \h \r 1

 SEQ CHAPTER \h \r 1NNSA oversight planning strategies linked to NNSA strategic goals and objectives, considering Site Offices’ resources and Service Center support;
2)  SEQ CHAPTER \h \r 1NNSA maintaining sufficient knowledge of contractor activities to make federal resource decisions and provide further direction to the contractor;
3)  SEQ CHAPTER \h \r 1NNSA oversight being: a) complementary to an effective Contractor Assurance System, minimizing duplication while maintaining awareness, and (b) focusing on systems oversight rather than transactional oversight commensurate with risk;

4)  SEQ CHAPTER \h \r 1NNSA using various federal oversight and contractor assurance information to monitor contractor corrective actions, to maintain awareness of and to recognize contractor performance; and, 

5) NNSA adherence to statutes, regulations and applicable directives, including where NNSA acts in a regulatory capacity.
V.         RESPONSIBILITIES

A.   NNSA Site Offices 

1.   
Monitors effectiveness of Contractor’s Assurance System;

2.   
Structures NNSA Site Office oversight activities and performance incentives consistent with this policy and program direction, commensurate with the risk of the activities performed by the contractor under an effective Contractor Assurance System;

3.   
Reviews NNSA internal and external oversight results and information provided by the Contractor’s Assurance System to determine contractor performance and the appropriate balance of future NNSA Site Office oversight needs;

4.  
Monitors contractor performance and reports to NNSA Headquarters line management, as required;

5.  
Conducts For-Cause Reviews, as necessary;

6.   
Conducts self-assessments of Site Office operations to promote continuous improvement;

7.  
Dispositions Corrective Action Plans and other responsibilities in accordance with applicable laws/regulations, FRAMs, NNSA/DOE Directives and delegations; and,
8.          Take any action deemed necessary and reasonable, including increasing oversight of the Contractor, if the NNSA determines that the Contractor is not fully complying with applicable laws or regulations or that performance has degraded and that the Contractor is not taking appropriate and timely corrective action.
B.   NNSA Headquarters* 

* (NNSA Headquarters includes Program Offices and functional offices conducting programmatic oversight, such as Office of Field Financial Management (OFFM), NNSA Service Center (SC) Emergency Response Department, Procurement(NA-60), Budget(NA-60), ES&H(NA-10), Safeguards & Security(NA-50), and Project Management(NA-50). For purposes of this Policy Letter, OFFM and the NNSA SC Emergency Response Department function as NNSA HQ organizations).

1.  Reviews Site Contractor Assurance Systems for complex-wide consistency;

2.  Monitors Site Office and contractor performance through reviews of information               available from Site Offices, OA, and external organizations. The information should be analyzed for site-specific and multi-site issues not previously identified, including follow-up with Site Offices to establish expectations for resolution of any issues raised;

3.  Develops and conducts oversight activities and For Cause Reviews, as necessary, in coordination with NNSA Site Offices;

4.  Participates in Site Office oversight activities and For-Cause Reviews, conducting for

     cause reviews as necessary;

5.  Utilizes indicators that track and trend site performance across the NNSA; 

6.  Resolves issues between NNSA and DOE functional areas;
7.  Promulgates NNSA policy and expectations;
8.   SEQ CHAPTER \h \r 1Dispositions Corrective Action Plans and other responsibilities in accordance with

     applicable laws/regulations, FRAMs, NNSA/DOE Directives and delegations.

POINT OF CONTACT FOR ADMINISTRATION POLICY LETTER: 

NNSA Chief Operating Officer

BY ORDER OF THE ADMINISTRATOR:

Linton F. Brooks







Acting Administrator

Contractor Requirement Document

As part of its management controls system, develop, implement and maintain a robust, rigorous, and credible Contractor Assurance System (CAS) consistent with NNSA Policy NAP ____, and approved and monitored by the contractor parent company and Contractor Board of Directors, if applicable and appropriate.  The CAS should be tailored to the needs of each site and incorporate the following key attributes:


1.
Contractor vision, commitment to mission, operational and business excellence,


including clear statements of accountability are defined.

2.
A comprehensive, written, CAS description exists which includes clearly defining risks, key activities and identified accountabilities.

3.
Senior Contractor Management approves and provides assurance to the Contracting Officer in an annual assurance statement, that the management system utilized by the Contractor is adequate to provide reasonable assurance that its objectives are being accomplished and that the systems and controls continue to be operational.

4.
A process for notifying NNSA of assurance system changes is established.

5.
A method for validating CAS credibility is established.

6.
Associated qualification and training requirements for key work activities are defined.

7.
A formal and NNSA-accepted process is used to identify necessary and sufficient requirements, including risk-based formal process/procedure documentation that apply to each of the business model activities.
8.       Rigorous, risk-based, credible self-assessment and feedback and improvement

activities, including utilization of nationally recognized experts and other independent reviews to assess and improve its work process and to carry out risk and vulnerability studies, as appropriate, are established.


            9.
A process exists for defining performance metrics and targets to assess mission effectiveness, including benchmarking of key functional areas with other NNSA/DOE contractors and industry and research institutions. This will enhance processes that should result in achievement of best in class performance where efficient and cost effective.

          10.
A process for assessing, prioritizing and managing risk is established.

          11.
A risk-based graded approach that focuses contractor resources on those areas where more rigorous performance assessment is required.

          12.
A process exists for defining expected results in terms of performance metrics for work activities.

13.
Performance observations and effective feedback and improvement mechanisms exist for work activities that analyze deficiencies, individually and collectively from all sources to identify positive and negative trends of programmatic/systemic issues.

14.
A process exists for timely analysis of performance data including root cause analysis, indicators, and corrective actions to improve performance. 

15.
A continuous improvement and effective QA process, including benchmarking of work activities against external standards or high performing businesses, is defined.

16.
A formal process exists for timely and appropriate communications of performance related information [e.g. Lessons Learned and event reporting, to identify, report, analyze and address operational events and nuclear safety issues].  The corrective actions for issues identified in these programs must effectively feed into site issue trending analyses.

17.
A process exists for timely and appropriate communication to NNSA, including access of assurance related information.
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