





(©)

Los Alamos Natio :Cl LLC
mtract No. DE-/ O 25396

Modification 182

Page 3 of 7

iii) Integration of life cycle approaches for the design and development of systems
that minimize costs (¢.g. experimental, maintenance ¢ operati  s);

iv) F lucing direct or indirect material or labor costs;

V) Reducing inventory levels of product or material, or reducing the cost of
carrying the same levels;

vi) Reducing utility or natural resource consumption; or
vii)  Reducing or eliminating scrap dollars/rates.

Net Savings means the difference between the estimated cost of performing an
effort as originally planned and the actual allowable cost of performing that me
effort when implementing a Government approved CRP along with any
Contractor development costs, DOE/NNSA cost, implementation costs, a
administrative costs associated with the CRP.

Soft Savings means:

1) savings that cannot be demonstrated to reduce the bottom line operatii  costs
including, for example, labor efficiency improvements that increase productivity
but do not reduce total hours worked;

i1) savings that are intangible and consequently difficult to measure, f
example, a wellness plan that is intended to reduce absenteeism, turnover
or insurance costs; or

1) cost avoidances that cannot be demonstrated to lower cost of
products/services based on a comparison against historical results, for
example, slowing the rate of a cost increase.

Consideration on Hard Savings

The Government’s share of savings shall represent “hard savings” available for
reprioritization by the DOE/NNSA. Proposed savings that will not be considered
creditable by the Contracting Officer will include:

(1) Savings resulting from formal or informal NNSA direction or changes in
mission, work scope, or routine Contractor adjustments due to budget
changes;
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(2) Underruns resulting from anything other than a Contractor efficiency
improvement, including but not limited to additional NNSA funding,
shifti >fwork scopetoa future fii "y  (e.g. il
facilities or infrastructure to out years with no evidence
computer buys that are routinely purchased on a 3 year t €
for an additional two years) deferred maintenance, re-categorizing
direct/indirect costs, or increases in the direct allocation bases;

3) Site office initiatives, direction, work scope changes, mission ch~-—es, or
reorganization, unless the Contractor can demonstrate a significant role in
achieving savings resulting from the site office actions;

@ Savings that have a negative impact on any existing Contract requireme ich
as scope, safety, or security;

(5) Soft savings; and
6) Savings that have been credited elsewhere under this contract.

Procedure for submission of CRPs.

CRPs submitted by the Contractor shall contain, at a minimum, the following:

(1) Current Method (Baseline)-A verifiable description of the current scope of
work, cost, and schedule to be impacted by the initiative, and supporting
documentation.

2) New Method (New Proposed Baseline)-A verifiable description of the
new scope of work, cost, and schedule, how the initiative wi be
accomplished, and supporting documentation.

3) Feasibility Assessment-A description and evaluation of the propos
initiative and benefits, risks, and impacts of implementation. This
evaluation shall include an assessment of the difference between the
current method (baseline) and proposed new method including all related
costs.

Evaluation and Decision. All CRPs must be submitted to and approvec y the
Contracting Officer. Included in the information provided by the CRP must za
discussion of the extent the proposed cost reduction effort may—

(1) Pose a risk to the health and safety of workers, the community, or to the
environment;
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2) Result in a waiver or deviation from DOE requirements, such as DOE Orders and
joint oversight agreements;

3) Require a change in other contractual agreements;

4) Result in significant organizational and personnel impacts;

%) Create a negative impact on the cost, schedule, or scope of work in
another area;

(6) Pose a potential negative impact on the credibility of the Contractoror ¢
DOE; and

(7 Impact successful and timely completion of any of the work in the cost,
technical, and schedule baseline.

®) Significantly impact internal controls.

Acceptance or Rejection of CRPs. Acceptance or rejection of a CRP is a
unilateral determination made by the Contracting Officer based on but not limited
to the evaluation criteria established in paragraph (c) and (e). The Contracting
Officer will notify the Contractor that a CRP has been accepted, rejected, or
deferred within (Insert Number) days of receipt. The only CRPs that will e
considered for acceptance are those which the Contractor can demonstrate, at a
minimum, will—

(1) Result in net savings (in the sharing period if a design, process, or method
change);

(2) Not reappear as costs in subsequent periods; and

3) Not result in any impairment of essential functions (e.g. safety a
security).

The failure of the Contracting Officer to notify the Contractor of 1€ acceptance,
rej ion, or deferral of a CRP within the specified time shall not be construe as

approval.

Sharing Arrangement. If a CRP is accepted, the Contractor may share in e
shared net savings. The sharing arrangement shall be as follows:

(1) 50% of the net savings shall be the Government’s share of savings,
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(2)  10% of the net savings shall be share of savings fee payable to the
Contractor,

3) 40% of the shared savings shall remain at the JE/NNSA site and m e
negotiated under the CRP for the following contract activities consist
with the other terms and conditions of this contract:

1) Program, project, or indirect cost activities to finance additional
mission work that has been approved by the HQ office;

i1) Projects that serve the M&O site as a whole, suchasapa @
structure, an office building or building a cafeteria that does:
serve a discrete program and could be built with institutional
general plant project funds;

i) Employee compensation for non-key personnel in accordance wi
Appendix A. For the purposes of this clause, “employee
compensation” means a one—time non-base lump sum payment
which does not count towards the employee’s pensional
earnings.

The specific percentage and sharing period shall be pre-negotiated and set for in
the contractual document and may span multiple years, however, cost aring in
future years will be contingent upon availability of funds and the Contracting
Officer certifying each year that the savings have been sustained.

Validation of Shared Net Savings. Each year the Contractor shall certify the
amount of savings achieved that year and that the Government’s share of savings
is available for redirection. The Contracting Officer shall validate actual shared
net savings. If actual shared net savings cannot be validated, the Contractt w
not be entitled to a share of savings. If the savings are validated, the Government
will decide how to redirect its share of the funds.

Relationship to Other Incentives. Only those benefits of an accepted CF  not
awardable under other clauses of this contract shall be consideredt =1 s
clause.

Subcontracts. The Contractor may include a clause similar to this clause in
subcontract. In calculating any estimated shared net savings in a CRP undei
contract, the Contractor's administration, development, and implementation costs
shall include any subcontractor's allowable costs, and any CRP incentive
payments to a subcontractor resulting from the acceptance of such CRP. ~ ¢
Contractor may choose any arrangement for subcontractor CRP incentive
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payments, provided that the payments not reduce the DOE's share of shared net
savings.

C. - II1, Section J, Appendix A, Section [Il — Compensation, is revised to add the
owing:

(d) Additional Bonus for Non-Key Personnel. The Contractor may provide one-time
non-base lump sum payments as a form of bonus to non-key personnel in
accordance with the cost reduction clause (DEAR 970.5215-4, NNSA Dev' ‘on
dated March 2011) from resulted shared savings earned and negotiated cost
reduction proposals.

D. Part 111, Section J, Appendix D. Appendix D is modified and replaced with the new
Appendix D, attachment to this modification.








