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POLICY FLASH 2006-42

DATE: July 14, 2006
TO: Procurement Directors
FROM: Office ofProcurement and Assistance Policy, MA-61

Office ofProcurement and Assistance Management
SUBJECT: Project Management and Financial Assistance

SUMMARY: This Flash forwards a memorandum by David K. Garman, the

- Under Secretary o fEnergy, outlining his expectations for incorporating project
management principles into Financial Assistance activities. Contracting Officers
issuing funding opportunity am10uncements (FOAs) or making financial
assistance awards should be aware ofthe requirements ofthis memorandum and
applicable Program Secretarial Office implementation requirements. Subchapter
2.1.6, Program and Project Management, (attached) has been added to tlle Guide
to Financial Assistance to remind Contracting Officers to consider project
performance risks and project management in issuing FOAs and making awards.

Questions concerning this policy flash should be directed to Jackie Kniskern at
202-287-1342 or Jacqucline,Kniskem(il),hg.doc.gov.

AP G B

Michael P. Fischetti, Director
Office o fProcurement and
Assistance Policy

Attachments




The Under Secretary of Energy
Washington, DC 20585

June 23, 2006

MEMORANDUM FOR DISTRIBUTION
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FROM: DAVID K. GARMAN._': (1.$;]

SUBJECT: Project Management Expectations for Financial : _'
Assistance Activities |

The research and development activities condu.cted through financial assistance
awards; specifically grants, cooperative agreements, and Technology Investment
Agreements are important elements ofour portfolio. In fiscal year 2005 alone,
the De;,artment o f Energy (DOE) funded $1.7 billion ofnew financial assistance
awards, with a total value of$2.6 billion, when private sector cost share is added,

Given the size and importance of these investments, we commissioned a team of
individuals from our respective offices and the Office of Management to develop _ i
a framework for the application ofthe principles ofproject management to

financial assistance awards. The major clements o fthat framework are presented

in Attachment I, and are consistem with DOE Order 413.3, Program and Projecl

Mallagemel Itfor the Acquisition o fCapital Assets,

I expect that managing our financial assistance practices to this framework will
allow us to do the following:

* Demonstrate that our financial assistance award and administration
practices are based upon sound project management principles;

* Segregate projects by risk and provide management input to these projects
at the appropriate organizational level; and,

* Improve management of those financial assistance projects that, by virtue
oftheir unique attributes, require affirmative review by DOE Executive 5
Management to ensure the achievement ofthe project's goals.

e

To implement the framework, each Program Secretarial Office (PSO) is required
to assess its financial assistance award and administration practices against the
Project Management Principles described in Attachment I and repolt those
practiecs to me by August 18, 2006. Ianticipate that current management
practices will generally confonn with these principles. However, in the event that
a PSO cannot demonstrate that its practices are consistent with these principles,
the PSO will document to this office what actions it is taking to fulfill this
requirement. In addition, all fiscal year 2006 and 2007 Funding Opportunity



Announcements that result in initial awards i 2007, and all other initial 2007
awards will be ¢ ordinated with OOE senior management in accordance with the
thresholds outlined in Attachment L

Secretary Uodman has repeatedly challenged DOE management to improve
DOE's management systems and capabilities to better serve DOE's mission
needs. Ibelieve that adopting these principles will help ensure sound project
management and management awareness in this key portion ofour research and
development pol1folio.

Attachment

DISTRIUUT!ON:

James A. Rispoli, Assistant Secretary for Environmental Management

‘Alexander A. Karsncr, Assistant Secretary for Energy Efficiency and Renewable
Energy

Jeffrey D. Jarrett, Assistant Secretary for Fossil Energy

Dennis R. Spurgeon, Director, Office o fNuclear Energy, Science and Technology

Edward F. Sprotlt, IIf, Director, Office ofCivilian Radioactive Waste Management

Kevin M. Kolevar, Director, Office of Electricity Delivery and Energy Reliability

Michael W. Owen, Director, Office of Legacy Management

cc: Ingrid Kolb, MA- i
Robert McMullan, MA-50
Edward Simpson, MA-60 /
John Alleva, SC
Jeff Baker, Goldel,1 Field Office
Ron Cutright, NETUOECM
Joe Giove, Fossil Energy
Walter Howes, MA-50
Jacqueline Kniskern - MA-60
Dennis Miotla, NE
Chris Ott, NE/ID
Tom Robinson, EE
Joe Waddell, NNSA
Chuck Zeh, NETL
Argonne National Laboratory
Brookhaven National Laboratory
Carlsbad Field Office
Golden Field Office
Ohio Field Office
Idaho National Engineering and Environmental Laboratory
Lawrence Berkeley National Laboratory
Lawrence Livermore National Laborntory
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Los Alamos National Laboratory
National Energy Technology Laboratory
National Renewable Energy Laboratory
Oak Ridge National Laboratory

Office of River Protection

Pacific Northwest National Laboratory
Portsmouth Padncah Project Office
Richland Operations Office

Rocky Flats

Sandia National Laboratories

Savannah River Operations Office
Yucca Mountain Site Operations Office



Attachment 1

Project JVIanagement Framework
for
Financial Assistance Awards
in the Office of the Under Secretary

The following framework is t() be uscd by Program Secretarial Officers (PSOs) to plan
and administer all initial financinl assistance awards beginning in fiscal year 2007.

Project Management Principles

Project management principles, which are consistent with DOE O 413.3, arc as follows:

* Mission nce<I must be defined and approved by the appropriate management
official;

* A mnge ofalternatives to meet the mission need must be considered, developed,
mid evaluated; ;

* Project objectives must be defined up f'ont and be used to judge project success;

* Project performance risks {technical, financial, and otherwise) must be identified
and'mitigated in an implementation strnlegy;

*  Projects must be managed by qualified individuals;

* Scope, schedule, and budget mus! be established for each project and serve as the
basis for project management; and,

* Projects must be managed and reported against the established scope, schedule,
and budget

These project management principles apply to all financial assistance awards (grants,
cooperative agreements, and Technology Investment Agreements}, regardless of their
size or complexity.

Jhri, holds for Managing Financial Assistance Projects

Financial assistance projects will be segregated by the following financial thresholds.
These thresholds determine the organizational level at which projects will he managed
and reviewed. The following thresholds represent the DOE share only and arc meant as
general review levels. Funding Opportunity Announcements and Awards that have high
v151b111ty, high risk or other unique attributes may be subject to senior management
review without regard to these thresholds.



Finnncial Assistance Thresholds for DOE Management Review

------------- (D O E S 'l ian:, L __ ~===""'-mitsmst mimmoes
e Under Deputy

. e Field _ =P"'S Q=0=—==s--ecreta=r_\'=—==S='
Funding Opportunity
Announcements
{aggregate value ofexpected $100-$400 >$400
awards) <$!00 million million million
<$50 $50-$100 $ 100-$400 >$400
Individyal Awards . _ ________ million. _ _ _ _million _ million __ _ million

* filii nc1"%]j)ssistance fn_dividual Awards Less than $50 Milliol 1

Responsibility for the management of these awards rests with the field organization or
as otherwise assigned by the PSO. No review is required above the level of the Field
Element Manager. The field organization is responsible for all project reporting allll
administration.

* Financial Assistance Solicitations Less thmi $ I00M or Imlividual Awards Between
$50 Million and_1i00 Million
Responsibility for the management of these actions and awards rests with the field
organization, or as otherwise assigned by the PSO. The PSO must be notified no later
tlmn 30 days prior to issuance o fthe announcement or award. Subsequent to PSO
review, lhe field organi7.ation is responsible for all project administration and
reporting lo 'he PSO.

* Financial Assistance Solicitations Between$ I00 Million and $400 Million or
Individual. Awunls l)elwcen § 100 Million mi\l..1100 Million
Responsibility for the management o f'these actions and awards rests with the field
organization, or as otherwise assigned by the PSO and Under Secretary. The PSO is
required to notify the Under Sccretnry no Inter thnn 30 days prior to issuance/award,
and ifrequested, coordinate a Senior Management review ofthc Funding Oppor!unity
Announcement/financial assistance award. Templates for senior management
notification and for these reviews are attached. Subsequent to Under Secretary
review, the field organization is responsible for all project administration and
reporting lo the Under Secretary and PSO.

* Financial I\§sish111ce Solicitations Greater than $400 Million or Individual A 1:))Ids
Circaterthan $400 Million
Responsibility for the management of these actions and awards rests wi'h the field
organizalion, or as otherwise assigned by the PSO, Under Secretary, or Deputy




Secretary. The PSO i required to notify the Under Secretary, who notifies the
Delmty Scerewry, no later than 30 days prior to issuance/award, and ifrequested;
coordinate a Senior Management review of the Funding Opportunity
Announcement/financial assistance award. Templates for senior management
notification and for these reviews are attached. Subsequent to the Deputy Secretary's
review, the field organization is responsible for all project administrntion and 2
reporting 10 the Deputy Secretary, Under Secretary, and PSO. |

Finally, the PSO is required to notify the Under Secretary of any intent to discontinue a
previously awarded financial assistance instrument wilh a DOE share of greater lhan ten

million dollar$.
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SI<:NIOR MANAGEJ\'IENT BRIEFING
FUNOING OPPORTUNITY ANNOUNCEMENT /.FINANCIAL ASSISTANCE AWARD

PURPOSE:

The senior tnmagcement briefing is held to ensure thnt U.S. Department o f Energy (DOE)
management & fully informed and offered an opportunity to review and C(HI!CII on ail
fonding opportunity announcements (rOAs) and financial assistance awards greater than
$100 million (DOE fonds), prior lo signature. No later than 30 ,fays prior to the release
ofan FOJ\ or signature Or a financial assistance award greater than $100 million, senior
management will be offorcd a briefing.

SENIOR MANAGI,MENT HRIIffING PARTICIPANTS:

Senior management briefings arc chaired by the program office responsible for finalizing
the financial assistance award. The following participants, or their dcsignce, mus! he
invited:

lkputy Secretary (FOA >$400 million [DOE share])

Under Secretary (FOM\ >$100 million$ $400 million [DOE share])
Program Secretarial Ofllccr

(icnernl Counsel

Procurement

Budget

Congressional and Intcrgovenunental Affoirs

BRIEFING OBJP:CTIVE:
The briefing must address the following:

* llow the proposed project meets the mission needs of'the program and the
Dcparuncnt;

* 1lnw the proposed project is the best alternative for achieving the program
objectives;

*  llow the project will be managed, i.e., responsible individuals, resources required,

_ scope, schedule, decision points, etc.;

* Management aHl communication sensitivities (Administration, Congressional,

State and lot:al, industry, stakeholders, etc.); and

Spccilie muhorizing lcgi hition or statutory requirements.



BIUIWING CONTENT:

The hricling should include the following information:

1

1.

Statement of Mission Need and Alternatives Assessment (relluircd for FOAs
only)

Linkage to Stnitcgk I\lnnagement !llulli-Ycar Phms and Budget Rclluests

General Information

Sponsoring Program Oflkc
Funding Opportunity Announcement from which 'he project was selected

Awanl recipient and the 'msis for the selection

IV. Management Strneturc and Processes

Description of the prime recipient and all major sub-recipients

Description ofthe recipient's management processes including any special
tailoring of'standard processes for this project

I'mjcct review methods aml schedule

Reporting and documcntat ion

Key Personnel (recipient and DOE), e.g., project, procurement, financial, legal,

property, etc.

V. Detailed Project Description

Project Scopc--slalcmenl nfprojcct objectives and work breakdown structure
Project Schedule--including major milestones and decision points
Funding

o Total projected Federal funding and participam cost share

0o CoM plan and fonding rcquircmems (Fedemnl and parlicipanl} by year.
Propcrty--if project includes construction Or a capital asset, describe the recipients
pmjcct managerent procedures as they relate to DOE Order 413.3

VL . I're-Awnnl Considcrntious

Legal issues

Intellectual property

I'rotccted EI'ACT information

Advanced patcnl waiver rctiucst

NEPA approach/requirements

National Laboratory and lcdcrally funded research and development centers'
participation

EI'ACT cost share requirements

Congressional nolification

Other

VII. Management nnd Communication Scnsitiviti,*s



BRmMFING REQIItST FOR MA,JOR FINANCIAL ASSISTANCE ACI'IONS
(FUNDING OPPORTUNITY ANNOIINCImrnNT/AWARD)

I'IJRPmm: The tImler Secretary must be notilictl no later than Itl ,lays prior to release: orall
Fonding Opportunity Announcements (FOAs) greater than$ 101) million (U.S. !lepalllllent or
Energy fDOE] share) or signallirc of rinancial Assistmice (FA) awards gr<<llcr than $ !00 million
DOE share). The Under Secretary will he provided the opportunity to receive n bricfin and
review an nuor FOAs ;nior to their release or FA awards prior 10 Thcir signature.

The Deputy Secretary will he pnwit.kd the opportunity In n.\icw ull FOA and awards grenlcr than
$400 million.

TYPE OF ACTION:

(@) Funding Opporl!mity Announcement Release
O Major Financial Assistance Awnnl {gmnl or cooperative agreement. or
tcdmoiogy inveslmenl agreement)

BACKGROUNI) INFORMATION:

ESE PROGRAM: 0 EL DEM D FE D IM
0 NE DOE ORW
ISSUING/A WAR DIN(;
'1Q or FILD OFFICE: — ST

Title and Dcscriplion of Work Scollc:

Sensili\'Uies:

- !'slinrnletl Dollar Value (induding options):

DOE; S

Cost Share: $

Total; $
ESTIMATIW DATE FOR FOA IUU.EAS :: O Nit
ESTH\1ATIcD DAT: FOR AWARD: D NI\

SUIIMI'ITEL 11V: =

IUNJIR SECRETARY ACTION:
[l  Briefing Required Initials/Dale: __

[] Nu Bricling Re<luired Inilialslflatc:



2.1.6 Project Management

As part of DOE's stewardship responsibilities for its financial assistance awards, Contracting
Officers and program officials must consider program and project management. While DOE 0
413 3, Program and Project Managementfor Acquisition o f Capital Assets, does not apply to
financial assistance, the basic principles outlined in the order can be applied. These principles
include:

* Mission need defined;

* Altematives to meeting the mission need considered, developed, and evaluated;

* Project objectives defined up front and used to judge project success;

*  Project performance risks (technical, financial, and otherwise) identified and mitigated in
the implementation strategy;

*  Projects managed by qualified individuals;

*  Scope, schedule, and budget established for each project; and

* Projects managed and reported against established scope, schedule, and budget.

Contracting Officers should be aware ofspecific program requirements and work with program
officials to ensure that funding opportunity announcements (FOAs) are consistent with these
requirements and the above principles. The FOA should include merit review criteria that assess
the recipient's abilities to manage projects consistent with the level ofrisk involved in the
project. For large research and development projects, the FOA template includes a "Project
Management Plan." requirement that should be included in the FOA.

Special terms and conditions may be required for awards with project perfonnance risks. These
could include structuring budget periods around go/no-go decisions, special reporting
requirements or payment schedules.






