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1. Part I, Section B, Supplies or Services and Prices/Costs, of
the contract i1s amended and modified by replacing page 1 of 2
with new page 1 of 2 attached hereto.

2. Part I, Section F, Deliveries or Performance, of the contract
is amended and modified by replacing page 1 of 1 with new
page 1 of 1 attached hereto.

3. Part 1, Section H, Special Contract Requirements, of the
contract is amended and modified by replacing page 7 with new
page 7 attached hereto.

4. Part 111, Section J, List of Attachments, of the contract is
amended as follows:

A. Attachment 9, Management Plan is deleted and replaced with
the new attachment 9 Management Plan attached hereto.

B. Attachment 12, Transition Plan is deleted and replaced
with the new attachment 12, Transition Plan attached
hereto.

By acknowledgement of this Modification No. 001 to Contract No.
DE-NROOO0031, Contractor agrees that the scope of work required
iIs understood by the Contractor; that there are no informal
commitments by the Government or the Contractor; that there are
no open or unresolved issues related to this modification except
as explicitly stated herein; and that the Contractor therefore
understands and agrees that the modification states the complete
agreement of the parties.



Section B
Page 1 of 2

1. SERVICES BEING ACQUIRED
The contractor shall be responsible for planning,
managing, and executing work described in Section C.
This work is entirely in support of the Naval Nuclear
Propulsion Program.
The contract consists of the following phases:

1. Transition Period (beginning on award date).

a. For the Bettis sites the transition period ends on
January 31, 2009.

b. For the Knolls sites the transition period ends on
February 1, 2009.

2. Initial Operating Phase (end of transition period
through September 30, 2013).

3. Five year Option Period in accordance with the clause

“Option to Extend Term of the Contract” at Section 1-2
(October 1, 2013 through September 30, 2018).

Mod 001



Section F
Page 1 of 1

1. Term of Contract

The term of this contract is from the award date

through September 30, 2013. (A Transition Period shall
commence on the award date.

a. For the Bettis sites the transition period ends on
January 31, 2009.

b. For the Knolls sites the transition period ends on
February 1, 2009.

The Government may extend the term of the contract by
unilaterally exercising the option pursuant to the
clause entitled, "Option to Extend the Term of the
Contract” iIn Section I. Acceptable technical,
administrative, and cost performance on the base
contract along with realization of projected enterprise
shared services cost savings will be factors included
Iin determining whether or not to exercise the option.
The option period shall be for the period of October 1,
2013 to September 30, 2018.

2. Principal Place of Performance

The principal places of performance for the contract
are iIn or near Pittsburgh, Pennsylvania, Schenectady,
New York, and ldaho Falls, ldaho.
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17.

18.

19.

Section H
Page 7

LOBBYING RESTRICTION (ENERGY & WATER DEVELOPMENT AND
RELATED AGENCIES APPROPRIATIONS ACT, 2008)

The contractor agrees that none of the funds obligated
on this award shall be expended, directly or
indirectly, to influence congressional action on any
legislation or appropriation matters pending before
Congress, other than to communicate to Members of
Congress as described in 18 U.S.C. 1913. This
restriction is in addition to those prescribed
elsewhere i1n statute and regulation.

MANAGEMENT PLAN

The Management Plans provided in the offeror’s
proposal are hereby incorporated as Attachment 9 to
Section J of this contract.

OPEN COMPETITION AND LABOR RELATIONS UNDER MANAGEMENT
AND OPERATING AND OTHER MAJOR FACILITIES CONTRACTS
(Acquisition Letter 2002-08)

Labor Organization as used in this clause, shall have
the same meaning It has in 42 U.S.C. 2000e(d).

(a) Unless acting iIn the capacity of a constructor on a
particular project, the Contractor shall not-

(1) Require bidders, offerors, contractors, or
subcontractors to enter into or adhere to nor
prohibit those parties from entering into or
adhering to agreements with one or more labor
organizations, i1.e., project labor agreements,
that apply to construction project(s) relating
to this contract; or

(2) Otherwise discriminate against bidders,
offerors, contractors, or subcontractors for
refusing to become or to remain sighatories or
to otherwise adhere to project labor agreements
for construction project(s) relating to this
contract.

(b) When the Contractor is acting in the capacity of a
constructor, i.e., performing a substantial portion
of the construction with its own forces, It may use
iIts discretion to require bidders, offerors,
contractors, or subcontractors to enter into a

Mod 001



I Bechtel Marine Propulsion Corporation

1. Management
Almost 10 years ago, we made a promise to the

Naval Reactors Program to be good stewards of

the Bettis Atomic Power Laboratory by maintain-

ing stability, continuing the tradition of excellence,
ensuring technical independence, minimizing
interference, and providing the right levels of cor-
porate support only when asked. We believe we
have delivered on this promise, and we are now
pleased to have an opportunity to extend the same
commitment to both of NRLFO’s Laboratories—

Bettis and Knolls.

Our ability to deliver on this commitment is
stronger than ever. Bechtel has formed Bechtel
Marine Propulsion Corporation (BMPC) as a single-
purpose entity to bid on this opportunity. BMPC
is a wholly owned subsidiary of Bechtel National,
Inc.—we have no teaming partners or preselected
subcontractors. This ensures that the lines of com-
munication between the customer and BMPC are
clear, uncomplicated, and responsive. The new,
focused entity has the same stability and inde-
pendence found throughout the privately owned
Bechtel group of companies (Figure 1.

B As a privately owned company, we make deci-
sions that maximize customer satisfaction, not
share prices or dividends.

® Riley Bechtel is the fourth-generation Bechtel
to personally run the company, ensuring that
there will be continuity of our values, vision,
ethics, and top-level direction.

B Bechtel is now 110 years old, and our custom-
ers have never valued us more. In 2007, the

Attachment 9

r- We bring the stability and freedom from corporate l
pressures that only a privately owned firm can offer.

= Qur Board of Directors fully empowers the Bettis and
KAPL General Managers to act autonomously to meet
or exceed NRLFQ's expectations.

= We minimize reporting requirements, Board meetings,
and points of contact to avoid unintended influence.

= Policy 106 sets restrictions on Bettis/KAPL interaction.

company set a record for new work booked
at $34 billion, an increase of 38 percent over
2006, which was also a record year.
® Bechtel is the largest engineering-construc-
tion firm in the U.S., as ranked by Engineer-
ing News-Record, and has been for the last 10
years, and it is the top civilian nuclear power
contractor for 2007. Not only does this bring
stability; it ensures that we have the right
resources to assist NRLFO whenever asked.
Despite these strengths and records, Bechtel is a
quiet company that rarely advertises or seeks pub-
licity. We are internally motivated by performing
challenging work, exceeding expectations, deliver-
ing on commitments, and growing through repeat
business with customers we know and respect.
NRLFO is exactly the type of customer and pro-
gram we value, and we hope to extend our work-
ing relationship by operating Bettis and KAPL on
your behalf for the next decade.

If you cannot trust a
man’s handshake,
you can’t trust his
signature.

Warren A. Bechtel

1 know our people can
build anything, under
any conditions, anywhere
on the face of the globe.

Stephen D. Bechtel Sr.

= Privately owned company

= 110-year history of success

= 9-year experience with Bettis

= Annual bookings of $34 billion

= Fourth generation of Bechtel family leadership

= Responsive to customer needs—not stock
market pressures

v

Stability

It’s not important that
we be the biggest.
1t’s important that

we be the best.

Stephen D. Bechtel Jr.

Give Bechtel people a
challenge, and they’ll
make bistory.

Riley P Bechtel
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Figure 1. Why Bechtel? Our 110-year history of stability and privacy—coupled with our 9-year working relationship with Naval

) Reactors—make us uniquely qualified to manage Bettis and KAPL.
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1.i Independent technical judgment

Our approach to maintaining the independent
technical judgment of Bettis and Knolls is tailored
from the approach we have demonstrated at Bech-
tel Bettis, Inc. (BBI). For this contract, we have
created BMPC as a stand-alone company whose
policies, benefits, and practices can be tailored to
meet NRLFO’s specific needs.

BMPC will be overseen by a Board of Directors
that exercises arms-length governance of the cur-
rent General Managers at the two Laboratories.
Through BMPC’s governance documents, the Gen-
eral Managers will be empowered to run the daily
operations of their respective Laboratories and
will be fully authorized to take any and all actions
necessary to ensure that NRLFO is fully satisfied
with our performance, including establishing and
executing policy.

We have also minimized corporate requirements
that flow down to BMPC. All our governing actions
are intended to ensure we maintain the high level
of independent technical judgment the Laborato-
ries now provide to the Naval Nuclear Propulsion
Program. The following sections detail how we
deliver on our commitment to not interfere with
the independence of the two Laboratories.

Admiral Donald
Naval Reactors Program

Riley Bechtel
Bechtel CEO

J. Scott Ogilvie
BNI Chairman

Attachment 9

1.i.A Relationship to rest of organization

BMPC, a wholly owned subsidiary of Bechtel
National, Inc. (BND), will report organizationally
through BNI as shown in Figure 2. While this is
a typical arrangement for our subsidiaries, BMPC
will not be governed in the same way—it will be
isolated to the maximum possible degree. Only
the BMPC Board of Directors will have any direct
interaction with the Laboratory General Managers
or their employees. Oversight and assistance typi-
cally provided to our projects and subsidiaries by
our corporate managers will be forbidden unless
specifically requested by the General Managers
and approved by NRLFO. Contact with BMPC from
other Bechtel projects, functions, and services will
also be prohibited. Finally, only legally required
acknowledgment of Bettis or KAPL will be made in
any marketing or business development activities
and then only with prior approval by NRLFO.

The BMPC Board of Directors is small and
responsive, and it comprises individuals known
to NRLFO, as shown in Figure 3. This creates con-
tinuity of knowledge, continuance of our existing
policies of non-interference in and technical inde-
pendence of Bettis, and continuation of established
working relationships between NRLFO officials and

Benefits of our approach:

= BMPC is isolated to the maximum degree possible for a
subsidiary company

= Streamlined organization structure enables close
coordination with BPMI

= All corporate officials and managers are known to NRLFO
and understand the Laboratories’ unique restrictions

Tom Hash, Chairman
BMPC

Mike Quinn
KAPL General Manager

I
I

I

I

I
==
I

I

I

I

I

I

I

il

Morgan Smith
Bettis General Manager

Los Alamos National Security, LLC
Lawrence Livermore National Security, LLC
B&W Y-12, LLC
Bechtel SAIC, LLC
B&W Pantex, LLC
Bechtel Jacobs Company, LLC
Bechtel B&W Idaho Inc., LLC
Bechtel Savannah River, Inc.
Bechtel Hanford, Inc.
Kwajalein Range Services, LLC
Bechtel Parsons Blue Grass, LLC

Solid lines represent direct control reporting relationships. Dashed lines represent communication lines versus direct control.

001

Figure 2. Relationship to Organization. We have positioned BMPC in our organization to keep it isolated while also simplifying
access to key corporate officials who all understand the NR Program’s need for technical excellence and independence.

@ Bechtel Marine Propulsion Corporation
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@ Bechtel Marine Propulsion Corporation

Tom Hash, Board Chairman

= 38 years experience with NR

= 12 years experience with Bechtel
= BGI Board Director

= Board Chairman for BBI and BPMI

Scott Ogilvie, Board Member

= President of BSII, Chairman of BNI

= Will serve as Corporate Responsible Official
= Former President of Bechtel Nuclear Power
= BGI Board Member

= I

Shafik Haddad, Board Member

= 9 years experience with NR

= 34 years experience with Bechtel

= (versees Bettis/BPMI interactions with BNI

= Served on pension committees managing
$8 billion in assets

David Walker, Board Member
= President of BNI

= Responsible for 13 customer-focused
standalone subsidiaries

= Qversees all Bechtel U.S. Government work
= I

Sandra Ogden, Board Member

= BS|| General Counsel

= 3() years experience with Bechtel Legal
= Expert in government contracting

002

Figure 3. BMPC Board of Directors. Our Board members are

familiar to NRLFO, they know how to minimize interference with

the sites, and they are dedicated to maintaining the Laboratories’
independence and technical excellence.

Bechtel senior management. Consistent with our
practice for the last 9 years, our Board of Directors
will exercise its fiduciary duties and governance
of BMPC while keeping visits and interactions
with the sites to a minimum. They have and will
continue to communicate routinely with senior
leadership of NR and NRLFO to seek input on per-
formance in delivering what we promise.

Mr. Tom Hash will serve as the Chairman of the
BMPC Board. As Chairman of BBI and Bechtel
Plant Machinery, Inc. (BPMID) for the last 9 years,
Mr. Hash has played an important role in facilitat-
ing leadership changes at Bettis, PAD, and MAO in
a seamless manner. He also provided leadership

Attachment 9

in the consolidation of PAD and MAO as well as
insights that helped NRF improve its performance.
As Chairman of BMPC, Mr. Hash will leverage this
experience as well as his 38 total years of NR Pro-
gram involvement—first through his affiliation with
B&W and then at Bechtel as the President of BNI
and BSII—to ensure that the Laboratory General
Managers are empowered to maintain the Labora-
tories’ technical independence from Day One of
the new contract.

Mr. Scott Ogilvie has been named as our Cor-
porate Responsible Official. | NG
|
I, (. Ogil-
vie is a Bechtel Partner and Senior Vice President,
making him one of the 45 most senior managers
within the 40,000-person organization. || N

WG
also serves on the Accenture Energy Advisory
Board and the University of Maryland School of
Engineering Board of Advisors. This assures NR
that Mr. Ogilvie has the corporate standing needed
to address any issues brought to his attention by
NRLFO, the BMPC Board, or the Bettis or KAPL
General Managers.

Mr. Ogilvie also brings a strong nuclear power
background to this assignment and a hands-on
understanding of the challenges facing the nuclear
industry and the NR Program in finding, recruiting,
retaining, and developing the necessary resources
to maintain the technological edge needed for this
business. As the President of Bechtel Power from
2001 to 2007, Mr. Ogilvie drew upon his manage-
ment expertise and thorough knowledge of the
power industry to establish the company as the pre-
mier provider of steam generator and reactor pres-
sure vessel head replacement services for nuclear
power utilities worldwide—during this period he
managed Bechtel’s nuclear and fossil power divi-
sions in the successful delivery of 39 new genera-
tion projects and 8 steam generator replacements
in 15 countries on 5 continents. Mr. Ogilvie is well
positioned to continue Mr. Hash’s practice of pro-
viding appropriate resources from Bechtel’s core

DE-RP11-08PN38002
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@ Bechtel Marine Propulsion Corporation

competencies (e.g., construction, project manage-
ment, nuclear power, and safety) when desired by
the Program.

In setting up BMPC through its by-laws and
articles of incorporation, we have been careful to
balance the need for integrated governance of the
Laboratories with the need for protecting the inde-
pendent technical judgment of Bettis and KAPL.
Populating the Board with experienced managers
who all understand the NR Program is a strong
first step in achieving this balance. The Board will
meet annually unless circumstances warrant more
frequent meetings such as during the initial phase
of the new contract.

To simplify interactions with the sites, the Board
will delegate routine governance and integration
duties to one of its members, Mr. Shafik Haddad.
Mr. Haddad has exclusively—and at no cost to the
Bettis contract—performed similar duties over the
last 9 years. He has been instrumental in interfacing
with NRLFO, leading our initial transition efforts,
providing corporate support when required, serv-
ing as a fiduciary for pension and benefit plans,
and driving closer cooperation between Bettis and
BPMI. Mr. Haddad provided assistance to the Bettis
senior management team when requested, and he
served as a liaison for accessing Bechtel corporate
resources to better support the Program. He also
actively supported the various consolidations and
cost saving initiatives and was diligent in ensuring
that the rest of the Bechtel organization was aware
of and compliant with corporate policies protecting
Bettis’ independence. Mr. Haddad will continue in
this role to support the Laboratory General Man-
agers under BMPC.

I \ith this arms-length

approach, Messrs. Smith and Quinn will report
to the Chairman of the Board, who will hold
them accountable for satisfying the expectations
of NRLFO. Both General Managers will be fully
empowered to take any and all actions needed
to ensure that the Program is totally satisfied with
our performance. Mr. Hash will hold Messrs. Smith
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and Quinn accountable for successfully managing
the relationship between BMPC and Naval Reac-
tors. This accountability ensures that every action
taken is protective of human health and the envi-
ronment, all BMPC deliverables are of the highest
quality and are completed on schedule and within
or under budget, and the two Laboratories provide
their services in the most cost-effective manner
possible. Messrs. Smith and Quinn will be autho-
rized by Mr. Hash to commit BMPC in all financial
and contractual matters. Figure 4 further depicts
the General Managers’ responsibilities, authorities,
and accountabilities.

1.i.B Degree of technical
independence of Bettis and KAPL

By setting up BMPC as a stand-alone company
with arms-length governance of two fully autono-
mous General Managers, we have taken important
first steps toward ensuring that it has the highest
possible degree of technical independence. Messrs.
Smith and Quinn do not have to consult with any
corporate officials before making programmatic
decisions that affect their respective Laboratories.
They are to remain focused on continuing the

General Managers’ Responsibilities

NRLFO

[ \
Bettis Knolls
General Manager General Manager

= Hold single-point accountability to NAVSEA and DOE for all
contractual matters

= Set Laboratory goals and objectives and initiate management
self-assessments

= Establish site-wide ES&H, QA, and continuous improvement
programs

= Maintain external interfaces

= Accountable for cost, schedule, and technical excellence of
work

= Accountable for ES&H and regulatory compliance

= Plan, prioritize, execute, and integrate activities, budgets,
and schedules on a site-wide basis through key managers

004
Figure 4. General Manager Responsibilities. To ensure their
ability to continue technical independence, we have assigned to
Messrs. Smith and Quinn the autonomous authority needed to
manage their Laboratories on a daily basis.
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w Bechtel Marine Propulsion Corporation

tradition of excellence expected by both NRLFO
and Bechtel. However, we have not stopped
there. We have taken additional measures to fur-
ther ensure that the Laboratories are independent
of intentional and even unintentional corporate
influence. We have developed an approach to
preserving the benefits of having two indepen-
dent Laboratories while also accelerating savings
through integration where possible. The following
sections describe these approaches.
1.i.B.1 Independence from corporate influence
When we were awarded the Bettis contract nine
years ago, we immediately implemented several
measures to ensure that Bechtel corporate manag-
ers and employees understood the unique nature of
the contract and the constraints placed on interac-
tions with Bettis. As demonstrated by our successful
experience over the life of the contract, these mea-
sures have been effective. Should we be awarded
this new contract, we will repeat these measures
to reinforce the restrictions on Bettis interactions
and extend the policies to apply to KAPL. These
measures include the following:
® We have modified BSII Policy 106. This policy
has been in place since we were awarded the
Bettis contract almost a decade ago. As shown
in Figure 5 on the following page, we have
prepared an update that expands Policy 106 to
include KAPL as well as Bettis. This modified
policy will be implemented immediately upon
award of this new contract. This policy ensures
that Bettis and KAPL are free of corporate
influences that would negatively impact the
level of technical independence now in effect.
= While Policy 106 formally establishes the
restrictions on interactions with the Labo-
ratories, we will also widely advertise these
requirements to ensure that all BNI employ-
ees are aware of and compliant with them.
For Bettis, this will serve as a reminder of the
widely understood policy we have enforced
since 1998. For KAPL, this will sensitize the
population to the fact that the limit on inter-
actions is broader than it was before. We will
achieve this wide notification through our
existing communication tools, including e-mail,
the corporate intranet, and corporate publica-
tions such as the Bechtel Globe. The restrictions
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will be included in the announcement of the

contract award—good news that will attract

the attention of every Bechtel employee.

Drafts of these communiques are depicted in

Figure 6.
= We will distribute to all BNI functional man-

agers a copy of our letter of commitment to

Admiral Donald (included in Section K of

our Offer volume). This letter reinforces our

dedication to supporting NRLFO, achieving

technical excellence, and ensuring techni-

cal independence. Put simply, we are here to

serve the needs of the NR Program. Within

the Bechtel organization, functional manag-

ers are the individuals who provide oversight

and staffing of technical departments on proj-

ects—Mr. Ogilvie’s letter to Admiral Donald
will firmly embed in their minds the hands-off
relationship they must maintain with Bettis and

KAPL. Figure 6 also reproduces this commit-

ment letter.

We are confident that these measures will be
extremely effective because the entire BNI work-
force is already aware of and used to observing
these restrictions for Bettis. Broadening these poli-
cies to KAPL will be a logical extension of our cur-
rent practices.

1.i.B.2 Independence from each other

The structure of BMPC retains both the KAPL and
Bettis General Managers and keeps both organiza-
tions intact and separate. Both General Managers
report individually to the Chairman of our Board
of Directors, and both are equally empowered to
take the actions they deem necessary to safely
accomplish their assigned scopes of work and sat-
isfy their customers. This ensures that both Labo-
ratories remain independent of each other.

Within this independent structure, there are
opportunities to promote and accelerate the ongo-
ing cost savings and business enterprise initiatives
among Bettis, KAPL, and BPMI in areas that do not
affect independent technical judgment. This will
naturally occur as a result of removing the corpo-
rate barriers between these organizations and by
encouraging all General Managers and their staff
to collaborate effectively. The BMPC Board will,
with NRLFO’s approval, encourage the Laboratory
Directors to streamline processes and systems to
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Standard Practices Policy 106, Page 2 of 2
Date 2/1/2009

Supersedes BSII Policy 106 dated 4/5/07

@ Bechtel Systems & Infrastructure, Inc,

b afi hall 1 o d P 1 b 1 >
cnefits shall be rey ewed with ar d pPprove y
i .. oval o a oved he BNI Nava Reactors P]Ogld n I llegl’dt on Manager who

Approval Requirements € Priorto such requests being made.

This policy can be changed only with the written a
Submitted by: S. Haddad
Approved by: J. S. Ogilvie

pproval of the Chairman of BNT.

) Ml Bechtel Systems & Infrastructure, Inc. Policy 106, Page 1 of 2
Standard Practices Date 2/1/2009
Supersedes BSII Policy 106 dated 4/5/07

Subject: Interaction with the Bettis and Knolls Atomic Power Laboratories

Purpose

To establish the means by which other Bechtel entities may interact with Bechtel Marine Propulsion Corpora-
tion (BMPC), the management and operations contractor of the Bettis and Knolls Atomic Power Laboratories
and formalize the limitations on corporate requirements to be placed on BMPC.

Background
BMPC is a standalone, fully autonomous, wholly owned subsidiary of Bechtel National, Inc. (BNI). BMPC
was created solely to serve the Naval Reactors Program. Above all else, BMPC must provide independent,
unbiased technical recommendations to its customers. To ensure BMPC retains the independence to fulfill
its mission, interactions with BMPC are strictly limited.

Policy

Limit recruiting of BMPC personnel. BMPC personnel cannot be recruited by other corporate entities either

for full time employment or part time consulting without the written permission of the BMPC General Man-

agers. To implement this prohibition, the following actions are required:

= All BMPC employees will be excluded from all corporate human resources databases in order to ensure
that these employees do not show up on computerized searches run for the purposes of locating per-
sonnel with a specific expertise for use on a project, to fill open job requisitions, or to propose as a key
person in a business development exercise.

= The BNI Naval Reactors Program Integrator, in coordination with the BSII Manager of Functions, is
accountable for ensuring that the BSII functional managers avoid any unauthorized contacts with BMPC
for the purpose of recruiting personnel.

= The BMPC General Managers are responsible for filling BMPC open positions in accordance with BMPC
policies only. BMPC is not required to post internal job openings with other Bechtel corporate or sub-
sidiary entities if it chooses not to do so.

= The BMPC General Managers will immediately notify the BNI Naval Reactors Program Integration Man-
ager of any violations of this policy. Once notified, the BNI Naval Reactors Program Integration Manager
will review this policy with the offending individual. Disciplinary action may be taken at the discretion
of the BNI Chairman—up to and including termination as warranted.

Ensuring technical independence. No influence—either intended or not, direct or indirect—can be exerted

on BMPC employees regarding recommendations to be made to the Naval Nuclear Propulsion Program. All

decisions and recommendations must be unbiased, made for the good of the Program, and exclusive of any

considerations motivated by corporate financial or strategic considerations.

= The BMPC General Managers have been given full autonomy over all BMPC contractual, financial,
technical, and performance matters. This autonomy is limited to BMPC matters; approval from the BSII
President is required before the BMPC General Managers can authorize expenditures of derived funds
in excess of the approval limits specified by the applicable delegation of authority letters, or before tak-
ing an action that would place BMPC or its parent companies at greater risk than already obligated by
the DOE and NAVSEA contracts.

= No off-project reviews of BMPC’s work (technical or budgetary) will be conducted unless requested
in writing by the BMPC General Managers. The BNI Naval Reactors Program Integration Manager will
review this restriction with all BNI functional managers annually.

= All marketing and business development (M&BD) prospects that may present a conflict of interest to
BMPC, or may adversely impact BMPC’s ability to provide unbiased recommendations, shall be reviewed
with the BMPC General Managers as part of the management approval process. If the conflict—real or
implied—is deemed by the BMPC General Managers to be detrimental to BMPC'’s independence, a “no
bid” decision is mandated. The BNI Naval Reactors Program Integration Manager, in coordination with
BSII M&BD Managers, is accountable for recognizing the potential of conflict as prospects are reviewed
and for getting the required input from the BMPC General Managers. On an annual basis, this limitation
shall be reviewed with all BSII M&BD Managers.

= Corporate reporting requirements imposed on BMPC shall be strictly limited. Financial reporting shall be
limited to quarterly preparation and presentation of the standard Project Financial Status Review (PFSR)
form. All reporting requirements beyond the PFSR and those necessary for employee compensation and

Figure 5. Ensuring Technical Independence. Upon award, we will publish a modified version of our existing Policy 106 (as shown
above). This will include KAPL in our existing “hands-off” approach to interacting with Bettis.
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Figure 6. Eliminating Corporate Interactions. To enforce the commitments we made to Admiral Donald, we will notify all Bechtel
employees of the rules for interacting with Bettis and KAPL immediately upon award of the contract.
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improve overall performance while also simplify-
ing interactions and reviews by NRLFO, without
compromising the independence of technical judg-
ment at the Laboratories.

1.i.C Corporate plans for staffing including
limits on recruitment by rest of organization

Our corporate approach to staffing Bettis and
KAPL is fully compliant with contract Clause H-21,
Personnel and Qualification Criterion (1) from RFP
Section M. We will make employment offers to all
incumbent personnel at the same base salary/pay
rates they are being paid at the time of the offer
of employment. We will promote from within to
fill management positions, recruit to fill entry-level
positions, and strictly forbid the transfer of per-
sonnel to other Bechtel entities or projects unless
NRLFO so approves. Each of these components of
our approach, summarized in Figure 7, is discussed
in the following sections.

1.i.C.1 Hiring all incumbents

Our goal is to hire 100 percent of the Bettis and
KAPL managers, employees, and workers in the
most efficient and cost-effective manner possible.
Being the sole owner of BBI and BMPC, BNI will
transfer all existing BBI employees into BMPC
effective the day after transition ends. Using the
communication plans outlined in Section 1.ii, Tran-
sition, Bettis employees will be notified early of
their impending transfer of employment, and their
questions will be promptly answered to ensure
continuity of work and to avoid disruptions.

BMPC will quickly extend offer letters to all
KAPL, Inc. employees. We will begin with a hand-
delivered offer to Mr. Quinn within 48 hours of the
start of the transition. All current key personnel will
receive offers in the first week of the transition. All
remaining incumbent employees will receive offers
the following week. With two weeks allowed for
responses to offers, we will know by the end of the
first month of transition if there are any employees
who elect to not join BMPC. This strategy allows
ample time to implement contingency plans. Our
plan and schedule for this process are detailed in
Section 1.ii.

One of the major components of our transition
plan is the smooth assimilation of the Bettis and
KAPL workforces. During the transition, we will
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Requirements

BMPC Staffing Plan

= Extend offer to Mr. Quinn to
join BMPC as KAPL General
Manager within 48 hours of
the start of transition

= Extend offers to all current KAPL key personnel
within the first week of the transition period

= Extend offers to all KAPL incumbent workers within
the first 2 weeks of the transition period

= Transfer all existing BBI employees to BMPC

= Open communication channels to all employees at
both Laboratories on day one

Hire all incumbents

= Continue Talent Management
Strategy at Bettis

= Assess KAPL talent programs
and make the two Laborato-
ries’ programs consistent

= |dentify and develop high-potential personnel and
accelerate training in managerial skills

= Fill 100% of open positions (except entry level) with
existing Laboratory personnel

Promote from within
to fill openings

= Continue corporate financial
aid to colleges specializing in
skills applicable to Bechtel
and the NR Program

= Continue recruiting trips to select colleges

= |ntegrate recruiting efforts of Bettis and KAPL to
improve efficiency and lower costs

= Continue support to programs encouraging minori-
ties and women to enter technical fields

Recruit to fill
entry-level openings

= Exclude Bettis and KAPL
personnel from Bechtel HR
databases used by managers
to fill open positions

= Publicize prohibition on recruiting of NR Laboratory
personnel by other Bechtel companies

= Retain the best at Bettis and KAPL through programs
to enhance job satisfaction

= [ncentivize personnel to stay and to perform

Prohibit recruiting of
Laboratory personnel

Clause H.21 requirements and
Qualification Criterion fully met

Independent technical judgment protected
Best and brightest working at the Laboratories

013
Figure 7. Staffing Plan. Our plan for staffing Bettis and KAPL
with the most talented and motivated personnel is based on our
experience in attracting top performers to Bechtel and Bettis.
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communicate with all employees at both sites to
help them understand that there will be no impact
on their daily work assignments, their reporting
relationships with their supervisors, or their over-
all pay and benefits packages. While the transition
should be more transparent at Bettis, where Bechtel
is already a known entity, we will emphasize com-
munication and openness at both sites throughout
the transition period to ensure that we maintain
continuity of all ongoing operations.

1.i.C.2 Developing and promoting to fill openings

Many of the positions at Bettis and KAPL are
highly specialized and require unique knowledge,
training, or expertise. Our 9 years of experience at
Bettis have shown us that it is much more effective
and efficient to promote from within to fill open-
ings that arise. It is also better for morale because
the employees know that they will receive top
consideration for any promotions.

As Figure 8 shows, we have been very success-
ful with promoting from within at Bettis—new col-
lege hires are progressing steadily into successively
more responsible positions by being promoted
as openings arise. Our commitment to promote
from within is also shown in the composition
of our current management team. Today’s Bettis
leadership team includes 28 Bettis managers and
1 KAPL employee. Of the 28 Bettis managers, only
5 managers remain from the incumbents we hired
in 1999. We encouraged the General Manager to
promote from within to fill 22 of those 23 open-
ings over the last 9 years. With the endorsement
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Figure 8. Promoting From Within. Our data from Bettis show
that our college hires are steadily progressing upward in our
organization, demonstrating our commitment to promote from
within to fill openings

and approval of NRLFO, Bettis made one strategic
activity-level hire from Bechtel to leverage a Bech-
tel core competency in construction and construc-
tion management. Similarly, at NRF, the current
management team consists of 2 original members,
8 promotions from within, and 3 external strategic
hires made with NRLFO approval.

To continue this tradition and ensure that we
always have the next generation of leaders ready
to step up and fill openings, BMPC will initially
adopt the formal Talent Management Strategy now
in use at Bettis (Figure 9). BBI implemented this
approach by tailoring Bechtel’s corporate Global

Components of Talent

Management Strategy Performance assessment

Career development planning

Coaching and mentoring

General = Performance-based leadership
Managers’ = Reward for performance

role  w performance Management
Program

= Multi-rater reviews

v

= Establish succession plans
= Define and clarify career
development antecedents
= Construct written career
development plans
= Facilitate career
moves

= Provide feedback
= Apply consequences
= [ead by example

h 4

Recommended profiler reviews,
Performance Improvement
Program, and Performance

Enhancement Program

Talent
deliverables

Forward career development
plans to Leadership Council

Input development needs
to Leadership Council and
Training Department

018

Figure 9. Talent Management Strategy. At Bettis, we are actively monitoring and developing the talent of the employees to ensure we
have the next generation of leaders ready to smoothly step into openings and continue the site’s vital missions without interruption.
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Talent Strategy. During transition, we will work
with Mr. Quinn to determine whether a similar
program is in place at KAPL, and we will expand
this approach to address both Laboratories con-
sistently.

Our Talent Management Strategy addresses both
succession planning and leadership development.
The BBI Leadership Council (like our functional
managers at Bechtel) drives the process through
annual talent identification exercises such as the
one conducted on May 14, 2008. In this exercise,
each manager reviews his/her succession plans and
the status of the individuals in line for key posi-
tions. Leadership abilities are evaluated against the
performance criteria outlined in Figure 10. Talent
”? “ready
in 1-3 years,” or “ready in >3 years.” Dossiers are
reviewed by the attending managers, and adjust-
ments are made as needed. Specific staffing issues
such as upcoming shortages of critical skills are
discussed and resolved.

From this exercise, development plans are cus-

is rated as “ready for management now,

tomized to enable the responsible managers—
with support from Human Resources—to guide
employee development and growth so the pre-
identified individuals are prepared to assume
increased responsibilities as the needs arise and
to fill openings as they occur.

For lower-level positions, Bettis advertises open-
ings to the general population of the Laboratories
and interviews potential internal candidates to
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identify the most suitable replacements. This is an
area where the combined Bettis/Knolls contract
will improve resource sharing and efficiency. As
pay and benefits packages are normalized between
the two sites, movement of personnel among all
the locations will become easier. This will allow
personnel to be exchanged, shared, or transferred
if desired. This flexibility will improve efficiency,
increase retention, and enhance job satisfaction
because more opportunities are open to the work-
force. If a replacement is required for which no
qualified candidate can be found within BMPC, Mr.
Smith or Quinn would immediately seek approval
from the Contracting Officer to expand the search
for a qualified replacement external to the Labo-
ratories. No action would be taken to look outside
Bettis or KAPL before approval is granted by the
Contracting Officer.

1.i.C.3 Recruiting to fill entry-level openings

Just like Bettis and KAPL, Bechtel’s corporate
success rests heavily on its ability to find, attract,
hire, and retain the best talent in the industry. Our
people are our major competitive advantage. For
this reason, we maintain aggressive recruiting pro-
grams at the best schools around the nation.

Both Bechtel Corporation and Bechtel Bettis
have comprehensive college relations programs
that include mature on-campus recruiting, intern-
ship, summer hire, and scholarship components. In
addition to finding the best available talent, these

Performance
Criteria Competencies Seven Performance Characteristics of a Great Leader
Customer focus = Customer relations 1. Drive to create value for both the organization and the customer
Leadership and = | ead courageously 2. Manage for the good of the entire organization, not just a particular
teamwork = Effective teaming area of responsibility

= Motivate others 3. Act as owners, not just caretakers

= Leverage diversity 4. Enable and empower their people and each other to succeed

= |nitiative
Contribution to = Think strategically 5. Position the organization for future success, looking well beyond just

mission success  m Project management

= Continuous improvement of people,
processes, and product

immediate needs

.Org.anizational and = Promote ES&H and security programs 6.
individual work "m Effective communications 7.
objectives = Adaptability/flexibility

Provide positive leadership through even the most difficult times

Understand their strengths and weaknesses and build a staff around
them that fills in the gaps

Figure 10. Leadership Expectations. Bechtel Bettis evaluates and develops its managers to achieve iy

Seven Characteristics of a Great Leader.

Use or disclosure of data contained on this sheet is subject ‘] O

DE-RP11-08PN38002 to the restriction on the title page of this proposal or quotation.

N00024-08-R-2103


denapoli
Text Box
Attachment 9


I Bechtel Marine Propulsion Corporation

efforts keep Bechtel and Bettis attuned to the cur-
ricula that schools are offering (as they relate to
business lines of interest to us) and their progress in
attracting more minorities and women to careers in
high-technology and engineering fields. Bechtel’s
corporate experience in implementing recruiting
programs is described in further detail in Section
1.iii. B. The remainder of this section focuses on
BBI's successes in recruiting to fill entry-level open-
ings as they have arisen over the last 9 years.

Since 2000, BBI has recruited 1,777 new employ-
ees to fill openings created by all routine forms
of attrition as well as the accelerated recruitment
necessary to staff the Space Reactor program in
2005. As shown in Figure 11, 460—or 26 percent—
of these new hires resulted from BBI's extensive
college recruiting efforts. In the first 5 months of
FYO08 alone, BBI has held 18 career fairs and 24
on-campus interview events at 28 different col-
leges and universities (Figure 12). This effort dem-
onstrates that Bechtel Bettis is actively engaging
with the nation’s top colleges and universities to
successfully bring highly talented college gradu-
ates to the NR Program. This success is facilitated
by the connections BBI develops with students
and educational institutions from its active scholar-
ship and internship programs. In 9 years, BBI has
awarded 65 scholarships and hired 169 interns.
Our data indicate that retention rates for interns is
demonstrably higher than for the general employee
population.

Our experience at NRF also demonstrates our
ability to recruit. As the NRF mission evolved
and new requirements came into effect, Bechtel

Fiscal Scholar- College

year ships Interns hires Total hires
2000 10 10 20 133
2001 5 27 35 125
2002 4 26 11 58
2003 8 28 54 155
2004 10 25 80 248
2005 8 28 176 551
2006 7 4 33 166
2007 13 21 51 341

Figure 11. Bettis Recruiting Program. Our comprehensive
recruiting efforts use scholarships, internships, and aggressive
~outreach to consistently bring the best people to Bettis.

Attachment

Career Fair | Campus

School Date Interview Date
North Carolina A&T 9/11/2007  9/12/2007
Kansas State 9/18/2007  9/19/2007
University of Tennessee 9/18/2007  N/A
Virginia Polytechnic Institute 9/18/2007  10/23/2007 &

10/24/2007

Penn State N/A 11/15/2007
University of Virginia 9/20/2007  TBD
University of Michigan 9/24/2007  N/A
Florida A&M 9/26/2007  N/A
Rochester Institute of Technology 9/26/2007  9/27/2007
Tuskegee 9/27/2007  TBD
University of Maryland 9/27/2007  9/28/2007
Pittsburgh 10/3/2007  10/11/2007
University of Nebraska 10/312007  10/4/2007
Youngstown State 10/3/2007  10/4/2007
Ohio State University 10/4/2007  10/18/2007
Penn State, Behrend 10/912007  10/10/2007
Grove City 10/10/2007  10/15/2007
West Virginia University 10/17/2007  11/6/2007
Carnegie Mellon N/A 11/1/2007
Cornell N/A 10/18/2007
University of Central Florida N/A 11/30/2007
Purdue N/A 10/1/2007 &

10/2/2007

Rose Hulman Institute of N/A 9/26/2007
Technology
Rensselaer Polytechnic Institute  N/A 10/2/2007
University of Missouri-Rolla N/A 10/4/2007
Howard University 2/20/2008  N/A
[llinois N/A 9/18/2007
University of Notre Dame N/A 9/27/2007

Figure 12. Campus Recruiting to Date in FY08. Bettis per-
sonnel routinely recruit from the best schools in the nation to
attract college hires to the NR Program.

increased the staffing from 653 to 1137. This was
accomplished by hiring locally, transferring Bechtel
professionals, and recruiting from nearby sources.
This 484-person recruiting effort is especially note-
worthy considering the remoteness of the site and
the extended travel time to get to work each day.

We have no doubt that the existing KAPL college
recruiting efforts are of the same caliber as our
Bettis program. However, we believe there may
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be slight differences in approaches. At Bettis, we
have adapted Bechtel’s corporate approaches into a
stand-alone, NR-specific, Bettis-executed recruiting
program. We disengaged the BBI recruiting efforts
from Bechtel’'s corporate initiatives because they
have different goals. Where Bechtel Corporation
values mobility and attracts people interested in
variety through rotational assignments to differ-
ent aspects of a large company, BBI wants to find
employees interested in long-term careers dedi-
cated to the NR Program—not an entry point to
bigger Bechtel. While the merger of the Bettis and
KAPL contracts may engender more mobility than
is currently possible, we believe the individuals
sought by Bechtel and BMPC will still be funda-
mentally different. BMPC will continue to focus on
attracting and retaining excellent personnel with
the explicit intent of building their careers by serv-
ing the NR Program. To the degree possible, BMPC
can leverage Bechtel’s knowledge of and reputation
in the nuclear industry, but we envision that the
recruiting programs should remain separate.
Under the new contract, we will evaluate recruit-
ing at Bettis and KAPL and will integrate and nor-
malize the efforts where possible. By recruiting
under one NR Program banner, we can improve
recruiting efficiency while also reducing costs.

1.i.C.4 Retaining the best at the Laboratories
Our approach to keeping the best personnel at

the Laboratories consists of two major elements:

B We strictly forbid “raiding” of the Laboratories
by any Bechtel corporate entity. As described
in Section 1.i.B.1, we will expand our cor-
porate policy restricting interaction with and
recruiting from Bettis to also include KAPL
(shown earlier in Figure 5). Furthermore, as
was shown in Figure 6, we will broadly adver-
tise these restrictions so all Bechtel employees
understand and comply with the stated policy
and the contractual requirements from Clause
H.21 that “The contractor will coordinate with
the contracting officer prior to any manage-
ment initiated transfers of personnel from
the Naval Reactors Program to other contrac-
tor locations.” Additionally, Bettis and Knolls
employees hired into BMPC will be excluded
from corporate Human Resources databases
designed to track and identify personnel by
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location, competencies, and skill types. In this
way, they will not show up in searches run on
those databases by corporate managers trying
to fill positions on other projects.

B We have corporate- and Bettis-specific initia-
tives focused on keeping the best talent once
we find it, including competitive compensation
packages, rewards for performance, employee
development programs, leadership training,
community involvement, training opportuni-
ties, and other efforts to improve job satisfac-
tion and work/life balancing. | IENGcGcTcTcTNEE
]
|

As shown in Figure 13, these have been proven
effective at Bettis where annual voluntary attrition
over the last 5 years has ranged from 1.6 to 3.0
percent—dramatically lower than the double digit
attrition rates being experienced in many high-tech
industries. Excluding retirements, the percentage of
employees who leave simply for a perceived bet-
ter or different opportunity has ranged from 0.5 to
1.7 percent. The result of these efforts will be that
the Bettis and KAPL workforces will continue to
be very stable, capable, and motivated to support
NRLFO in this important national program.

1.i.D Corporate reporting requirements

Just as we did for BBI, corporate reporting
requirements for BMPC will be kept to a mini-
mum. Essentially, the only reports we will require

Attrition rate in %

3.0 .
M Other

251 Retire _—
M Quits =

15 N
1.0 —
05
0.0 J . . g
2003 2004 2005 2006 2007
Fiscal year

Figure 13. Bettis Attrition Rates. High employee satisfaction
at Bettis has resulted in attrition rates much lower than in similar
high-technology industries.
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are those needed to satisty Bechtel’s fiduciary and
legal responsibilities for a subsidiary company and
to gather data that we in turn are required to report
to the Government.

Figure 14 summarizes the notifications approved
by the NRLFO Contracting Officer that are now
in place for Bettis; we anticipate the same would
apply to KAPL. As the figure also shows, in keep-
ing with our commitment to NR, we strictly limit
the distribution of these reports/notifications; most
are handled by Bechtel’s Naval Reactors Program
Integration Manager, Shafik Haddad. Also, we keep
the notifications and reporting process as simple as
possible. In most cases the process is conducted
through a quick phone call or inclusion of Bechtel
on the distribution list of an existing report.

1.i.E Financial or other corporate
goals and requirements

We will impose no corporate financial goals or
requirements on either Bettis or KAPL. Our private
ownership means we are not driven by the need to
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see a specific return on each dollar invested. We are
not subject to external pressure from stockholders
and investors to return a profit of a certain magni-
tude each quarter so stock prices or dividends do
not decline. Once our fee has been set through
NRLFO'’s acceptance of our offer, our corporate
financial goals are met. Beyond that, our financial
books are closed to the public, and monetary issues
take a back seat to achieving technical excellence
and satisfying our customers.

The only corporate expectations we will set for
BMPC will be that its employees do everything
within their power to meet or exceed NRLFO
expectations on a daily basis and to consistently
drive toward Zero Accidents in all work they do.

1.i.F Incentives planned for BMPC management
Bechtel is committed to rewarding its employ-
ees and managers for their performance, and that
has been our policy at Bettis. Under this new con-
tract, we will continue the Bettis Reward for Per-
formance (RFP) incentive structure now in place

ltem Project Contact Process Bechtel Contact
Safety incidents Schramm/Reynolds Telephone call/fax Haddad/Mathis
Lawsuits (excluding workers’” ~Leonardi Communicated via phone call. Include BNI on distribu- Haddad/Humphries
compensation) tion of annual fiscal year contingent liability report.

Procurement protests Leonardi Telephone call Haddad/Humphries
Awards, events, ceremonies  Smith/Burton Telephone call/fax Haddad

Budget changes Haughey Review via Project Financial Summary Report (PFSR)  Haddad

PFSR Haughey Submit in accordance with BNI schedule Haddad/Sweningsen
Contract amendments Haughey Provided to BNI for information/approval as needed Haddad/Humphries
News/media stories in paper Bradfield (PAO)/ Telephone call/fax to corporate Public Relations Officer  Kidder/Haddad

or about to be published DiBattista/Kelleher

External audits (IG, DNFSB)  Haughey Telephone call/fax Haddad

Monthly SB/SDB activity Andreos Statistics provided to BNI Houston/Haddad
Labor grievances/agreements Hutchings Telephone call/fax Haddad/Humphries
Monthly safety reporting Schramm Report monthly to incorporate in corporate statistics Poff/Snow/Haddad
NOVs, fines, permit issues  Schramm/Reynolds Telephone call/fax Haddad/Humphries
Internal audit team reports ~ Haughey (Richert) BNIincluded on distribution Mende/ Haddad
Unusual incidents Smith/DiBattista/Kelleher Telephone call/fax Haddad
Terminations for cause Hutchings Telephone call James/Haddad
Standard HR reports Hutchings Include BNI on distribution James/Haddad

Out of policy/exceptions Haughey Contact BNI'in accordance with delegation letter Ogilvie/Haddad
Interworks Requisition (IWR) Andreos Formal Purchase Orders/Change Notices as needed Haddad

Six Sigma Bradfield Annual Six Sigma Plan and PFSR progress reporting Rochester/Haddad

Figure 14. Corporate Notifications. We have reduced the reporting requirements for BMPC to the least amount possible for a corpo-
rate subsidiary to ensure the Laboratories’ technical independence and freedom from interference.
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where NR sets aside up to 0.44 percent of the Bet-
tis payroll for incentives, and Bechtel contributes
I <o that pool.
During transition, we will review the KAPL incen-
tive program, which we believe to be similar to
the Bettis program. Differences will be resolved,
and a fair, equitable, and consistent structure will
be implemented across both Laboratories. All RFP
bonuses (including both the Government and con-
tractor portions) will be shared openly with, and
approved by, NRLFO prior to award.

We have two major goals for the consolidated
BMPC incentivization program. First, we will
reward key managers for achieving NRLFO-estab-
lished objectives and expectations and accomplish-
ing the overall mission of the Program. Second,
we will incentivize our leaders for collaboration,
leadership, and consistent efforts to improve effec-
tiveness and efficiency. These areas align well with
Mr. Morgan Smith’s Seven Characteristics of a Great
Leader, shown earlier in Figure 10.

We will also continue to work to increase the
number of employees being incentivized through
the RFP program. We have already made strides
in this at Bettis. When we took over the contract,

|
|
I
S By increasing the number of
employees eligible for the RFP program, we build
ownership of both individual and collective perfor-
mance, enhance employee alignment with NRLFO

goals, and drive motivation and alignment to lower
levels of the organizations.

Awards from these funds will continue to be tied
to NRLFO objectives

I o the two

Laboratory General Managers, BMPC will evaluate
additional criteria such as the following when allo-
cating bonus awards:

B success in implementing effective and timely
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career development and succession plans that
address routine attrition issues and anticipated
skills shortages;

® degree of inter-laboratory collaboration in
finding enterprise-style efficiencies and savings
without jeopardizing the independent technical
judgment of either Laboratory;

B continuing progress in improving the safety
cultures and security postures at both Bettis
and KAPL; and

® degree of cooperation in developing joint sys-
tems for budget development, prioritization,
management, reporting, and corrective actions.
At the beginning of each year, we will seek

NRLFO input on the specific areas that DOE and

NAVSEA want to incentivize. As RFP awards are

being determined, we will solicit input from NRLFO

on the performance of each General Manager
against the established criteria. We reiterate that

Rewards for Performance will not be tied to cor-

porate financial goals or requirements, as we will

impose none on the Bettis or KAPL managers.

1.i.G Policies affecting technical independence

In developing our management plan for Bettis
and KAPL, we have been extremely careful not to
create any policies that would hinder or impact
their continued ability to provide unbiased, inde-
pendent technical recommendations. As demon-
strated throughout this section, we have formalized
the “arm’s-length” policy for interactions between
the Laboratories and external Bechtel entities
through BMPC governance documents, corporate
policies, letters, e-mails, and intranet postings.
We have mandated that BMPC’s legally required
Board of Directors must not become intrusive. We
are complying with the requirement to retain all
current managers and promote from within. We
are placing great trust in Messrs. Smith and Quinn
by empowering them to autonomously run their
respective Laboratories within the new BMPC.

These are commitments we take seriously. We
have delivered on the promises made in our orig-
inal Bettis proposal submitted almost a decade
ago. From that performance record, NRLFO can be
assured that we will continue our commitments at
Bettis and extend the same protection of indepen-
dent technical judgment at KAPL.
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1.ii Transition

Our approach to workforce transition has been
refined and improved on the 17 transitions we have
accomplished since 1995 (Figure 15). In all, we
have smoothly transferred over 47,000 incumbent
employees into Bechtel National, Inc. or its subsid-
iaries such as Bechtel Bettis, Inc. Over 90 percent
of these transferred employees were working on
DOE M&O contracts with circumstances similar to
the upcoming Bettis and KAPL transitions.

From this extensive experience, we have devel-
oped four principles to help us consistently deliver
smooth transitions that finish on time without dis-
rupting ongoing work:

B Communicate early, often, openly, and hon-
estly. We will begin talking to the workforces

at both Bettis and KAPL as soon after award as

NRLFO approves. We will maintain dialogue

with employees throughout the entire work-

force transition period.
® Consciously avoid disrupting ongoing work.

While we are transitioning the Bettis and KAPL

workforces to BMPC and arranging for payroll

and benefits packages, the workforce is try-
ing to deliver its mission. We understand that
meeting programmatic milestones is the top
priority, and we will not interfere with it.

® Extend employment offers as early as possible.

Even though the incumbents should know

their jobs are secure, anxiety levels diminish

Personnel in thousands

Attachment 12

-
Lm Early, frequent, and honest communication is our key W
to alleviating employee anxiety to keep work going.

= Mr. Shafik Haddad will personally manage the transi-
tion, bringing his 9 years of NR and 34 years of
Bechtel experience to bear on the challenge.

= Access to Bechtel experts with extensive transition
experience assures NR we can achieve a smooth tran-
sition that avoids disruptions.

when job offers are in hand. We will extend

offers to KAPL employees as quickly as pos-

sible; Bettis employees will be notified at the
same time that they are being directly trans-
ferred to BMPC.

B Focus on the big items. BMPC will adopt all the
systems, processes, and procedures in place at
KAPL and Bettis and then work at the appro-
priate pace to make necessary changes after
the transition.

These same principles were used when we
assumed responsibility for Bettis in 1999. In that
transition, we succeeded in quickly and effectively
moving 100 percent of the incumbent workforce
into BBI in just 2 months as well as establishing
working relationships and restrictions with BNI
(Figure 16). By using our experience, lessons

50
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Figure 15. Transition Experience. We bring extensive lessons learned from successfully, safely, and smoothly transitioning
17 major management and operations contracts since 1995.
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Human Resources

= Extended offers to 2,956 employees; all offers accepted

= Established communications with employees to resolve
concerns and address questions

= Developed mechanisms to ensure continuation of benefit and
pension plans

= Set up PP and SP interim trusts to accept employee and
employer contributions until final plans were in place

= Appointed Plans Committee to oversee the management of
the plans funds

= Resolved internal audit team potential COI by assigning to
BSII Internal Audit and Compliance
Management

= Planned and conducted orientation and
sign-up sessions for all employees

= Conducted training and orientation
for Plans Committee members

= Established stand-alone workers
compensation program

Procurement

= Assigned all incumbent subcontracts and IWRs to BBI

= Established letter of credit bank accounts

= Transferred all procurement cards to BBI

= Transferred travel cards to BBl account

= Established corporate reporting
requirements for procurement data

Environmental, Safety, and Health

= Transferred permits to BBI

= Established corporate reporting
requirements for ES&H

= Conducted facility environmental
inspections and issued favorable findings report

Controller

= Established corporate financial data reporting requirements

= Evaluated alternatives for long-term payroll processing

= Mapped interfaces between BNI and DOE chart of accounts

= Developed plan for revising BBI disclosure statement

Management

= Entered into agreement with CBS for continuation of payroll,
claims, and benefits processing services

= Entered into agreement with U.S. Government and GBS for
the transfer of assets and liabilities

= Novated contract from BNI to BBI

= Negotiated and executed agreements with all three unions to
continue labor agreements with BBI in lieu of CBS

= Registered BBI to operate in nine states

= Established post-transition communications requirements
and protocol with Bettis site leadership

= Developed plans to phase out reliance on incumbent-
developed procedures

= Linked BBl management team to Bechtel intranet

019
Figure 16. Bettis Transition Accomplishments. In just 2
months in 1999, we accomplished all actions needed to
smoothly transition all incumbent Bettis personnel into Bechtel
Bettis, Inc. with no disruptions to ongoing work.

Attachment 12

learned, and Bettis incumbency, we will again
deliver a transition tailored to meet NRLFO’s goals
to “achieve a transition for incumbent employees
and minimize transition costs” as described in the
following sections.

1.ii.A Corporate transition

Our overall schedule for the transition is depicted
in Figure 17 on the following pages. Mr. Shafik
Haddad will serve as our Transition Manager,
bringing his 9 years of experience with the NR Pro-
gram, his previous Bettis transition success, and his
34 years of Bechtel experience to the effort.

Mr. Haddad, working closely with the NRLFO and
incumbent managers, will coordinate the Bechtel
corporate resources needed to complete the multi-
site transition as expeditiously, cost effectively, and
smoothly as possible. He will deploy small, tailored
transition teams to Schenectady, Kesselring, West
Mifflin, Idaho Falls, and Charleston to perform the
specific actions listed in our schedule—these rep-
resent the minimal steps necessary to effect the
changeover. This plan reflects one of the biggest
lessons learned in 17 major transitions: focus on
the big items; don’t try to do too much too fast.

In the first week of the transition period, Mr.
Haddad will focus on getting the process off to
the right start. He will
® mobilize transition teams to each site;
® schedule management site visits and all-hands

meetings with senior staff at all locations;
® coordinate personal meetings between Mr.

Hash and Mr. Quinn and Mr. Smith to arrange

for their continuing leadership after becoming
BMPC employees;
® validate transition schedules and plans with
the NRLFO and KAPL transition teams;
® initiate discussions with Lockheed Martin
Human Resource specialists to allow the issu-
ance of offer letters to all KAPL employees;
® begin negotiations with Lockheed Martin
regarding continuation of selected services
beyond the transition period,

m establish a working schedule for due diligence
activities with NRLFO and KAPL management;

® establish after-hours town hall meeting dates
and announce them to all employees; and

B set up an e-mail repository, web site, and/or
1-800 number for receipt of questions.
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™ Oclober | November | December | January |

Transition Management Weeks\1 2 3 4 5 6 7 8 9 10 1112 13 14 15 16 17 18
Mobilize transition teams to all sites ]
Establish daily and weekly meeting schedules

Conduct weekly progress review meetings with NRLFO QOO QDOOO OO0 QOO OO
Finalize Transition Plan

Communicate with incumbent management

Employee communications, including town hall meetings

Transitional services agreement negotiations with
incumbent and NRLFO

Agreements for transfer of assets/liabilities to new entity
Set up future communications protocols with Lab GMs
Formal delegation of authority letters to Lab GMs
Transition readiness review

Human Resources

Orientation sessions for all employees

Questions and answers posted to transition web site

Phased issuance of employment offer letters to all
incumbent managers and employees

Sign-ups of incumbent managers and personnel
HR staff available to answer questions
Benefits delivery continuation plans to all employees
Sponsorship of incumbent 401 (k) and CAP Plans
Sponsorship of incumbent DB Plans
Sponsorship of incumbent H&W plans
Sponsorship of incumbent non-qualified plans
Appoint Benefits Committee and Plan Fiduciaries
Review workers compensation programs
Review HR and relocation policies
Review/novate/negotiate extensions of labor agreements
Review KAPL IC policies against BVIPC objectives
Plan procurement of common pay/benefits consultant
Develop plan for consolidated HR reporting
Legal
Litigation plans review/issuance of BMPC guidelines
Review status of permits and licenses; initiate novation
Registration of new entity to operate in various states
Review insurance programs
Environmental, Safety and Health
Permits/licenses review and transfer to BMPC
Facility walkdowns and due diligence review
Inventory government property

Environmental condition assessment complete including
D&D activities

Safety reporting requirements agreed to
Noncompliance tracking system turnover
Pre-existing Conditions Report to NRLFO

|

|

I".II| IIII ||"".""H ‘

030

Weeks including holidays
Figure 17. Transition Schedule. Our plan for achieving a smooth, disruption-free transition of both Bettis and KAPL
incorporates lessons learned from Bettis and 16 other transitions successfully accomplished in the last 14 years.
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™ Oclober | November | December | January |

Finance/Procurement Weeks | 1 2

3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18

Banking and letters of credit

Obtain federal tax ID

Signature plates and checks for A/P payroll, and corporate

Obtain state tax IDs

Sales and use tax—obtain direct pay permit

Establish signature and delegation authority

Review and confirm procurement authorities

Consolidate financial reporting to DOE

Payroll transition——Bettis

Payroll transition—KAPL

Develop going-forward plan for pension plan assets

Develop plan for consolidated budget and financial
reporting to NR

Establish corporate unallowable budget for 2/1/09—
12/31/09 and ledger

Issue novation letters of all contracts, subcontracts, IWRs,
and POs

Develop IWR Process for post-2/1/09

Employee travel cards transfer to BMPC

Plan franchise taxes structure

BMPC disclosure statement plan

Travel and corporate rebates transfer to BMPC

Procurement Cards Consolidation Plan and transfer to
BMPC

Conduct SB information conference

Initiate process of selecting mentor-protégé firm(s)

Review Laboratory property management system

i
II- "||I ! llml‘ ‘

030-2

Figure 17. Transition Schedule. Continued.

Once mobilized, our site-specific transition teams
will follow slightly different paths. The Bettis team
will focus primarily on the straightforward actions
needed to transfer all current Bechtel Bettis, Inc.
employees into BMPC and ensure continuity of
operations. The KAPL-based team will concentrate
on those actions necessary to hire all the existing
KAPL employees into BMPC, providing continuity
of equal pay and benefits, and minimizing anxiety
through open communication—all while avoiding
disruption. At KAPL, we must also conduct due
diligence activities. Finally, when the two Labora-
tories are stabilized and the corporate transition
is complete, working closely with NRLFO and the
Laboratory General Managers, we will evaluate
integrating selected elements of the two sites in a
gradual and measured way to achieve efficiencies
and cost savings from the new contract structure.
Each of these components is discussed below.

1.ii.A.1 Bettis transition

Because the Bettis workforces (including those in
Pittsburgh, Idaho Falls, and Charleston) are already
Bechtel employees through BBI, the Bettis transi-
tion is relatively straightforward. All employees can
be transferred from BBI to BMPC in an essentially
transparent manner. On the first day after the end of
the transition period, BBI employees will become
BMPC employees with no changes to pay, bene-
fits, pensions, 401(k) plans, assignments, supervi-
sors, or daily routines. This is possible because we
have consistently chosen over the last nine years
to keep BBI independent of corporate systems,
processes, and other financial entanglements. This
approach afforded more flexibility and customer
input as compared to having benefits managed at
the corporate level.

However, while the transfer is mechanically
simple, we will not underestimate the need to

Bechtel Marine Propulsion Corporation
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W Bechtel Marine Propulsion Corporation

communicate openly and often with the work-
forces in all Bettis locations. Through meetings,
mailings, and other media, we will keep the work-
ers apprised of transition activities, and we will
assure them that impacts will be minimal. The small
transition teams deployed to the Bettis sites will
work with the incumbent managers on all transi-
tion-related activities, including communications,
novation of subcontracts, transfer of permits and
licenses, and details related to changing the name
to BMPC and tax, payroll, and contracts issues.

1.ii.A.2 KAPL transition

Our plan for the KAPL transition is built on the
model we used for the Bettis transition in 1999.
There are many similarities in the issues we will
face in separating KAPL systems from Lockheed
Martin corporate systems, just as there were with
Bettis and CBS/Westinghouse. Our previous experi-
ence in solving these challenges on an NR Program
site, coupled with the extensive DOE transition
experience we have accrued over the last decade,
positions us perfectly to proactively recognize and
resolve the issues as they arise. When we complete
this transition, both Bettis and KAPL will have fully
functioning, stand-alone systems that can be more
easily transitioned in the future. We are confident
that this transition can be accomplished quickly

Attachment 12

since the Bettis systems and plans are already
established, qualified, and operating effectively.

Mr. Haddad will personally manage our KAPL-
based transition team to ensure the transition is
handled in accordance with NRLFO expectations.
Our KAPL-specific transition plan has three major
focus areas: communication with everyone, quick
extension of employment offers, and non-disrup-
tive due diligence activities to facilitate the corpo-
rate transition. Each of these is outlined below.

Communication. Our approach of open com-
munication with all employees will be critical to
achieving a smooth transition of the KAPL sites.
Employees will be eager to learn more about their
new employer and will be anxious to hear how
the transition impacts their personal situations. Our
experience has shown this to be true even in tran-
sitions where full employment and equal benefits
are promised to the workforce.

To alleviate these concerns and thereby keep the
employees focused on mission delivery and perfor-
mance excellence, we open communication lines
on Day One following notice of award (Figure 18).
Our message for this transition is that change will
be minimal. The Navy and DOE are pleased with
the work being done at Bettis and KAPL, and
Bechtel wants only to continue the tradition of
excellence. BMPC is matching the existing benefits

General Transition Communications Scheduled Meetings

= Newsletters NRLFO = BMPC management town hall meetings
= Employee briefings transition for KAPL and Bettis employees

= Fact sheets management = Daily transition team meetings

= Help line/feedback

= Who we are/plans/status

Bettis KAPL
transition |, i B:WP Ct transition
team ransition team team

BMPC Web Site Management Information System

= Weekly NRLFO briefings
= Stakeholders meetings

= Transition work scope

= Highlights of town hall meetings
= Responses to commonly asked questions
= Help line/feedback

Incumbent
employees

= Transition plans and schedules
= Periodic transition reports

031

Figure 18. Transition Communication Approach. We will immediately implement a comprehensive external/internal communications

program to meet site and stakeholder information needs.
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package and salaries. Current managers will con-
tinue to lead the sites, and all current incumbent
personnel will be offered jobs.

These messages will be disseminated through a
communication plan that focuses on three levels—
the individual, the workforce, and the community.
For each audience, we publish information targeted
to resolve their specific concerns:

B Commumnication with individual employees.

Attachment 12

of the locations where we have taken over
operation of a DOE facility, the surrounding
populations often have questions related to
the socioeconomic impacts of the change in
site contractors. As we recently did with issues
raised by Schenectady-area community and
state officials related to the BPMI campus con-
solidation, we will work directly with NRLFO
to craft responses to any community ques-

Our immediate initiation of a dialogue with
the incumbent personnel helps relieve anxi-
ety by answering the questions everyone will
have. Will T have a job? How does this transi-
tion affect me personally? How are my ben-
efits going to change? How will T get paid?
Where do I go for information? When will T
meet someone from Bechtel? We use mul-
tiple methods of communicating the answers
to these questions to ensure that each person
gets straightforward, honest answers. We hold
town meetings after working hours so both
employees and families can participate and get
questions answered. We will also establish an
e-mail depository, web site, or 1-800 hotline
where questions can be posted. In answering
questions and carrying out these communica-
tions, we will also rely heavily on the incum-
bent Communications and Human Resources
personnel who are in tune with employee sen-
timents and issues. To prepare them for this
assistance, our transition team will first give
them a detailed overview of Bechtel and our
proposed transition plan.

Communication with the KAPL workforce.
Questions also arise on how the transition
affects the workforce in general. How will

this affect the way I work with others? Who is
Bechtel and what did they say in their pro-
posal to win this job? What does this mean to
the future of KAPL? How will the work culture
change without Lockheed Martin after so many
years? Through fact sheets, e-mail, and group
meetings, we will disseminate information
quickly. We believe honest answers are always
best; we do not hesitate to say we don’t know
the answer when we don’t—but we commit to
finding it and getting back to the workers.

B Commumnication with the commumnity. At many

tions. We will also leverage the contacts we

made during the BPMI response to avoid any

adverse publicity.

While we are busy communicating with the
employees, we will also be closely coordinating
with NRLFO and the Lockheed Martin transition
team. Daily interaction of representatives from each
party to the transition is essential for quickly and
decisively resolving the issues that will arise in any
transition; for arranging meetings, walkdowns, and
due diligence inspections that do not impinge upon
ongoing work; and for coordinating the actions of
incoming and outgoing transition teams to keep
the changeover as seamless as possible.

Employment offers. To ease potential anxiety over
job stability, we will extend offers to all KAPL

incumbents as quickly as possible (Figure 19):
|

.|
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® By the end of the first week of the transition
period, we will have extended offers to all of
the KAPL key personnel as defined by the con-
tract. This achieves our commitment to avoid
interrupting the leadership of the site.

® Working with the current KAPL key personnel,

Human Resources Manager, and leadership of

the collective bargaining units, we will extend

offers to the remainder of the incumbent work-
force by the end of the second week of the
transition period.

All incumbent personnel will have been offered
employment with BMPC by the end of the sec-
ond week of transition. Since we require that
an offer must be accepted within 2 weeks after
the employee receives it, we will quickly know

of the KAPL key managers do not accept employ-
ment in BMPC. By the end of the first month of
transition, we will know whether any of the incum-
bent employees will not hire on to BMPC. We can
then quickly implement our plans to fill those posi-
tions, with NRLFO approval.

Due diligence. In addition to the actions needed
to transition the KAPL workforce, there are specific
actions we must undertake to assume informed
responsibility for the Lockheed Martin sites and
any associated pensions, permits, liabilities, fines,
compliance issues, or other pre-existing conditions.
These activities are listed in Figure 20 and were
shown earlier in Figure 17, Transition Schedule.

While this may appear daunting and disruptive,
our extensive experience in assuming responsibility
for DOE M&O sites and our previous experience at
Bettis will streamline this effort and prevent it from
impacting ongoing work. Mr. Haddad will coordi-
nate all related actions with NRLFO and Lockheed
Martin to ensure we do the necessary due diligence
needed to effect a smooth turnover.

Attachment

. .Dug Diligence Checklist
M Legal (litigation and claims, governance and
corporate structure, intellectyal property)

8" Financial (fiscal year fundi '
Nng and expen
accruals, cash flow, taxes, o?her) penres
M HR (l_abor relations, whistleblower actions
pending personnel actions, pension fundiﬁg)
vig Regulatory (license specifications, compliance
status, key regulatory issues/liabilities
fines/penalties) 7
B Risk register (risk identification and mitigation)

M ES&H (injury statistics/performance, nuclear
saf?ty performance, H&S programs and
performance, environmental perf
and risks, etc.) perormance

" Customer and supplier contracts/issues:
subcontract novation

8" Performance (cost sch ;
‘ : » Sthedule, qualit
issues, milestones) quality, trends,

" Nuclear material accountability and control
M Government property inventory

062

Figure 20. Due Diligence Actions. To achieve a seamless
transition at KAPL, we will ensure that we fully understand the
issues affecting the sites for which we will become responsible
upon completion of the turnover process.

1.ii.A.3 Opportunities for an enterprise approach
Once the formal transition of the two sites into
BMPC is achieved, we will work with NRLFO and
the Laboratory General Managers to explore areas
at the two Laboratories that may benefit from being
treated more like an enterprise. Our motivation is
to deliver the best value for each dollar NRLFO
spends at each site. We believe that careful integra-
tion of selected functions and business operations
can save the NR Program millions of dollars each
year with no impact on technical independence or
mission delivery. We will work diligently to accel-
erate what is already in process and to investigate
and implement any new opportunities with no
consideration for impacts on the fee base or any
direct or indirect corporate profitability.

Working with the Laboratory General Managers,
we believe Bechtel can help to achieve a vision
for a Naval Reactors Laboratory Enterprise that
would use a shared services group consisting of
Finance, Human Resources, Information Technol-
ogy, Procurement, Security, and Facilities Manage-
ment. Operating these functions as an enterprise
serving all sites would improve consistency across

@ Bechtel Marine Propulsion Corporation
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the Program, reduce costs by eliminating overlaps
and redundancies, and improve efficiency through
centralization.

This long-range vision is very similar to our
approach to integrating the business systems and
services at the Los Alamos and Livermore weap-
ons laboratories while keeping them technically
independent. Working with DOE, we are integrat-
ing selected business services under functional
managers who oversee both sites. We also have an
Integration Committee reporting to our managing
Board that investigates other methods for gaining
efficiencies in programs, facilities, and personnel
without jeopardizing the decades-long benefits
accrued through having two stand-alone laborato-
ries. Finally, we are evaluating best practices at both
national laboratories—and the other Nuclear Weap-
ons Complex (NWC) sites we operate for DOE—
and sharing those processes and lessons learned
with other NWC sites. This quickly improves per-
formance at all sites while also creating consistency,
interoperability, and better data sharing across DOE
and contractor organizations.

1.ii.B Employment, pay, and benefits

As required by Contract Clause H.30(b), we will
offer employment to all incumbent personnel at
the same base salary and pay rates in effect at the
time the offer is made. Beyond that, we will offer
equivalent benefits packages. We recognize the

Attachment 12

complexity of merging the employee compensa-
tion plans for the two sites (Figure 21), but we are
confident that our experience, Human Resource
experts, and world-class consultants will enable us
to develop equivalent plans and work with Lock-
heed Martin to disengage KAPL programs from its
corporate systems.

Because this process may take longer than the
transition period to complete, we will open dis-
cussions with Lockheed Martin in the first week
following contract award to establish a formal
agreement that allows continued use of specific
corporate systems. This agreement will set a spe-
cific duration and fee structure for the needed
services so they will continue without interruption
while we are standing up independent plans that
deliver equal services and benefits.

This is the approach we successfully used with
CBS/Westinghouse during the Bettis transition in
1999. As a result of this one-time effort, Bettis now
has strong, independent systems that will simplify
future transitions should they be necessary. These
systems are ready to be expanded to incorporate
the KAPL employees until common pay and ben-
efits plans are approved for implementation. Work-
ing in partnership with NR, Lockheed Martin, and
our experts, we will expeditiously develop a “go
forward” plan that meets all legal and program
requirements and treats all employees at all sites
fairly and equitably.

Transition To be determined
1/1/07 10/1/08 1/31/09 2/1/10 with NRLFO
KAPL legacy
_ . Gefined benefit plans

Bettis legacy

_ _ defined benefit plans

Common pay and
benefits for active Bettis
and KAPL employees

038

Figure 21. Benefits Approach. Our experience in converting, normalizing, and transitioning benefits programs will enable us to

expeditiously achieve a “go forward” plan for Bettis and KAPL.
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