Department of Energy
National Nuclear Security Administration
Kansas City Site Office
2000 E. 95" Street
Kansas City, Missouri 64131-3030

DEC 98 2010
MEMORANDUM FOR: Anthony I. Brancato 111, President

Ho ){wc/}%de | Manufacturing & Technologies (FM&T)
Ld . {:’
ar

FROM: olecek

Manager
SUBJECT: Performance Evaluation Report, FY2010
FILE No: 610.Bla

In accordance with Coniract No. DE-AC04-01 AL66850, I hereby determine that FM&T has
achieved an adjectival rating of “Excellent” for FY 2010. The attached Performance Evaluation
Report for the period October 1, 2009 through September 30, 2010, provides the basis for NNSA’s

determination.

FM&T has received $9.695,004 in advance fee payment. Therefore, FM&T may withdraw funds, in
the amount of $16,722,461, from the FM&T Special Bank Account,

If you would like to discuss the report please contact me at extension 3341,

Attachment

ce: w/attachiment:
. Waddell, NA-63, FORS, HQ
B. Stearrett, NA-63, FORS, HQ
5. Law, NA-63, FORS, HQ

S. Clemons, NA-63, FORS, HQ
R. Lewis, NA-12, FORS, HQ
L. Potts, Scrvice Center, M&O Contract Support Div.
P. Hoopes, KCS50

S. Kinsey-Cannon, KCSO

J. Shouita, KCSO

M. Roberts, KCSO

R. Tennant, KCSO

A. Guarino, KCS0O

C. Kamey, KCSO

J. Wienberg, KCSO

B. Schmdt, KCSO

P. Dieckmann, KCSO

L. Hawtala, KCSO

M. Drury, KCSO

N. Gorn, KCSO
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U. S. Department of Energy
National Nuclear Security Administration
Kansas City Site Office

AWARD FEE
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FOR THE PERIOD:
October 1, 2009 through September 30, 2010

Contract DE-AC04-0 AL66850
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DEC 0 8 201 ////{z /%///

Mark Holecek, Manager
Kansas City Site Office
National Nuclear Security Administration

Datc:
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Performance Evaluation Report (PER)
Kansas City Plant
October 1, 2009 through September 30, 2010
Honeywell Federal Manufacturing & Technologies, LLC

Essential Targets 60%  $16,670,000

Stretch Targets  30% $ 8,260,000
Multisite Targets  10% §$ 2,770,000
Total $27,700,000
Performance Area Award Fee (PO) Incentive Fee (PBI) Total Fee
Allocation/Weight | Allocation/Weight Allocation/Weight
Mission - Essential $5,555,000 $2,070,000 $7.625,000
Mission — Stretch $0 $2,070,000 $2,070,000
Mission Total $5,555,000 | 32% | $4,140,000| 40% | $9.695,000 | 35%
Oper.— Essential $6,285,000 $220,000 $6.505,000
Operations - Stretch | ¢ 970,000 $220,000 $3,190,000
Operations Total $9,255,000 | 53% $440,000 | 4% | $9,695.000]| 35%
IM&B - Essential $2,540,000 $0 $2,540,000
IM&B - Stretch $0 $3,000,000 $3,000,000
IM&B Total $2,540,000 | 15% | $3.000,000 | 29% | $5,540,000 | 20%
Multisite - Essential $0 $2,770,000 | 27% | $2,770,000 | 10%
Totals $17,350,000 | 63% | $10,350,000 | 37% | $27,700,000
Essential/StretchMS | Eccential = | 60% Stretch = | 30% | Multisite= | 10%

The contract between NNSA and Hone
states that the term Kansas Ci
locations are: Kansas City,
and Fort Chaffee, Arkansas. However,
specific to one location or organization,

Organizational References

FM&T = the overall organization Honeywell Federal Manufactu
the PER, "FM&T" is used interchangeably with the term

FM&T/KC = the organization that manages operations specifi

Missouri, facility

FM&T/NM = the organization that specifically manages operations at the facilitics in New

Mexico

KCSO = NNSA's Kansas City Site Office

ywell Federal Manufacturing & Technologies (FM&T)
ty Plant, or KCP, covers operations at all FM&T locations. Those

Missouri; Albuquerque, New Mexico; Los Alamos, New Mexico;

for the purposes of clarifying when expectations are
the following terms are used in this PER.

rag & Technologies, LLC (In
“Honeywell.”)

cally located at the Kansas City,
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Location Refercnces

Ft. Chaffee = the NNSA facility specifically located at the U.S. Army’s Fort Chaffee in Ft.
Chaffee, Arkansas

KCP = Kansas City Plant; in this casc referring specifically to the facility in Kansas City, MO
KO = Kirtland Operations; all facilitiecs FM&T/NM operates.
NNSA has attempted to state a specific organization or location when appropriate. When no

reference is made to a specific location or organization, NNSA intends for the expectation to
cover all locations mentioned above.

Honeywell FM&T, LLC (11/30/10) oo Page 3
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L.

2010 Performance Summary Statements

Performance Area - Mission Adjective Ratinp/Score
{(Excellent/1.6%)

Performance Summary: FM&T was outstanding in their performance of the Mission during a
challenging year in which the Kansas City Plant not only faced numerous production issues, but

also the angoing planning and evaluation activities related to the KCRIMS project. In response
to these challenges, FM&T continued the trend of exemplary ship performance by supporting the
Mission with over 57,200 weapon related components at a 99.6% on-time delivery rate. In
addition, Requirements Modemization and Integration (RMI) and Integrated Phase Gate (IPG)
goals were exceeded, and all OST Task Agreements were completed.

Noteworthy accomplishments for FY 10 include:

Success in completing the 31 Directed Stockpile Work (DSW) milestones in the KCP's
DSW Execution Plan within budget;

Short turnaround procurement and shipment of the first lot of H1700 containers and
inserts to Pantex;

FM&T provided exemplary schedule support and issue resolution on the W76-1 LEP
despite numerous technical challenges (e.g. MC4710 Intent Strongiink, MC4713 Launch
Aceeleromter, Dinghy and Dory). All W76-1 PCD requirements were achieved and the
program ended the year on full lead. Other customer required AF&F deliveries were
renegotiated in order to meet PCD needs:

Design, fabrication and delivery to Prove-In status of the MC2901 tester in support of the
B61 program. The tester is on schedule to be the first production tester in the Nuclear
Security Enterprise {NSE) to support the NNSA's Common Tester Architecture
initiative.;

Support of the Mission’s surveiilance program by taking an NSE Icadership role in
alignment of the Integrated Weapon Evaluation Team (IWET) Surveillance Evaluation
Plans with dismantlement and associated weapon component availability;

Completion of the W87 MSAD production ahead of schedule;

Completed all L2 MRT Readiness and Engineering Campaign milestones on or ahead of
schedule to develop and deploy capabilities to DSW and RTBF below cost, which
allowed additional scope to be performed;

Demonstrated capability to produce Radio Frequency Integrated Circuit (RFIC) based
Low Temperature Co-fired Ceramic (LTCC) and Multi-Chip Modules (MCMs);

A NNSA HQ and KCSO baseline validation review held at KCP identified six areas of
best practices for Readiness Campaign project management;

Completed accelerated aging and testing of several polymer types from fielded systems to
establish initial Nuclear Explosive Package (NEP) component lifetimes for W80 and
W88, and,

FM&T has continued (o be a leader for the RMI initiative. Two projects above the
required were completed: Surveillance and Product Definition and Control,

Honeywell FM&T. LLC(11/30/10) ove Puge 4
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In other areas, FM&T has continued to support the relocation of PRIDE application hosting to
SNL and has continued hosting three production applications, WIS, IPSS, and PCD at KCP.
FM&T also conducted Enterprise Resource Planning support activities at Pantex, Savannah
River Site and at the KCP that resulted in validated savings of $3,774.000 savings, exceeding
expectations. FM&T's willingsess 1o share expertise throughout the NSE is noteworthy.

FM&T managed weapon production activities in a manner that exceeds Weapon Quality Policy,
QC-1 requirements. FM&T's dedication and commitment to Quality Assurance management
was highlighted by receipt of the Malcolm Baldnige National Quality Award. Other performance
highlights include:
¢ (Cedification to new ISO 9001:2008 Standards;
o KCRIMS product qualification evaluation support;
e Enterprise Quality Improvement Process (EQIP) initiatives to reduce scrap, defects and
rework, and improve yield have resulted in approximately $600,000 in savings;
o Job Orders Accepted Trouble Free (JOATF) FY 10 average of 86.45% was well above the
lower control limit value of 83.1%; and
e Innovative formation and utilization of Supplier Commodity Teams resulting in savings
and efficiencies associated with a streamlined supply base and a 25% reduction in
Supplier Performance Index (SPI) deficiencies over FY09.

FM&T continued implementation of the Corrective Action Effectiveness process to mitigate
recurring quality deficiencies. However, FM&T received an Unsatisfactory finding when KCSO
determined that a Level 4 CAR was ineffective at precluding continued recurrence of systemic
training deficiencies. FM&T diligently performed a reassessment and analysis of the root cause
and developed a comprehensive comrective action plan for implementation of a remedy to the

plant training system deficiency.

FM&T achieved a composite score of 109 out of 120 (140 possible including stretch fee) for the
FY 10 Quality Index. This score indicates that the FY 10 Quality Index goals (equivalent to a
score of 120) were not met on a composite basis. However, this was due primarily to the scrap
of almost $500,000 for a single product. Had it not been for this one significant issue, FM&T

would have earned a higher score.

Other Considerations - Mission:

a. {Excellent) In FY 10, FM&T agreed to accept delegation of additional NNSA
acceplance status stamps (Star and Diamond). FM&T’s quality organization provided
excellent support working through this process. The KCP was the first site to work
through the new NA- 10 Weapon Quality Assurance Procedures Manual (March 2009)
requircments with NA-122.13 Quality Branch. FM&T was required to prepare and
cxecute an implementation plan, Execution involved procedural reviews and
modifications, process changes, training, stamp transition and implementation of interim
delegation. KCSO and NA-122.13 conducted a QAS 2.0 audit of FM&T stamp
management system. Audit results were positive validating effective management and

controf of NNSA delegated acceptance status stamps.

Honeywell FM&T, LLC (11/30/10) Lo Page 5
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b. (Excellent) In FY 10, Honeywell FM&T was recognized as a high quality organization by
receiving the Malcolm Baldrige National Quality Award. FM&T was the only
manufacturing plant to receive this award, and was one of only five recipients in the

United States.

c. {Unsatisfactory) The following quality issue was noted during FY 10: FM&T failed o
properly incorporate product specification requirements into inspection instructions for
W76-1 insert plugs. This resulted in the failure to check a eritical design requirement,
and the need to re-inspect quality evidence on product already shipped to the customer.

Mission Rating: | Milestone Composite Percentage: 90.1%
Other Considerations: +01.5%
Performance Area Rating 91.6%
Il Performance Area - Operations Adjective Rating/Score
(Excellent/96.5%)

Performance Summary: FM&T was outstanding in performance with regard to the Kansas City
Responsive Infrastructure Manufacturing and Sourcing (KCRIMS) project. The 13 objectives in
the FY10 KCP Transformation Plan were completed by the end of the Fiscal Year. While the
GSA/CPZ lease agreement was finalized later than scheduled, the financing/closing was
completed and construction was initiated in mid-July. Meaningful progress this year included:
National Environmental Policy Act (NEPA) resolution earlier than was anticipated, approval of
the Planned Industrial Expansion Authority (PIEA) development agreement, and final approval
of core and shell design layouts. KCRIMS related outsourcing is now complete. Project
spending for the year was within budget and plant-wide labor & expense spending was below
Functional Transformation Initiative (FTI) targets.

During this evaluation period, FM&T focused on disposition planning and all scheduled FY10
activities were completed. Additionally, FM&T delivered the FY 10 draft update to the KCP
Disposition of Real and Personal Property Disposition Plan in July, and the estimated cost for
disposition was reduced by $24 million, including $9 million of cost savings through value
engineering. The NNSA Service Center rated FM&T as Outstanding in Personal Property
through adoption of industrial standards.

FM&T continued solid performance in facilities management, physical secunty, eavironment,
safety and health, information technology and cyber security. These basic support programs
were controlled and measured to provide high-level services. Honeywell FM&T Security has
done an exceptional job in balancing facility and programmatic needs with scarce resources. The
security division has actively supported NSE security reform initiatives, conducted an effective
self assessment program, implemented innovative practices, and successfully negotiated a
protective force labor contract without a work stoppage. FM&T met expectations for ES&H at
both KCP and KO. The DOE VPP Star Program, I1SO 14001, and corporate oversight continues
to provide external validation of excellence. All regulatory submittals have been completed on

Honeywell FM&T, LLC (11/30/10) oup Puge 6
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schedule. Hlness/Injury statistics for the year were especially noteworthy. The Total Recordable
Cases (TRC) for FY 10 was 0,25, the Days Away From Work Case (DAFWC) was zero and the
“hidden hazards” campaign resulted in noteworthy safety improvements. Routine waste
generation decreased below FY09 levels, with hazardous waste down by 30.6%, while non-

hazardous waste decreased by 18.9%.

FM&T did an outstanding job managing the Roof Asset Management Program (RAMP) which
continues to demonstrate outstanding valie and responsiveness to the NSE needs. The
Secretary of Energy recognized RAMP as Best-in-Class for its [cadership in Cool Roofs and for
the life-cycle management. FM&T effectively supported expansion of the RAMP model in the
Department of Energy at the Idaho National Laboratory completing $1.5 million of roof work

and saving $600,000.

FM&T met the requirements for the NC-135 Closeout Plan but experienced a slip in the
Craddock facility modification at Kirtland Operations (KO). Cost estimates exceeded the
baseline budget. To be successful and return to schedule, design modification and corrective
actions were required. The management and execution of the Craddock tenant improvement
project was a significant concern throughout FY 10. The initial design incorporated
unauthorized provisions and failed to get project authorization from the KCSO. Management of
KO needs to be improved to ensure project and facilities management are strengthened.

The NSE sourcing objectives were approved by the Office of Transformation and will help to
drive efficiencies throughout the complex. The KCP supplier capability catalog was provided to
other NSE sites and will be a great aid in developing new vendors. KCP vendors already arc
familiar with NNSA and can be brought on board much quicker.

Other Considerations - Operations:

a. (Good) FM&T has provided ouistanding leadership within NNSA in both Information
Technology programs and Cyber Security. KCP's CIO has worked with NNSA's CIO to
develop and implement a plan to increase integration between Sites. FM&T has
established the model for risk management in cyber security implementation
throughout the NSE. KCP is demonstrating integration between NNSA IT systems and
Intelligence Work for Others.

b. (Unsatisfactory) Kirtland Operations continues to struggle with program management
issues - not only in the physical security program, but in general. Several integration and
project management issues have been identified with the Craddock A project. The
security failures were not the cause of these issues, but were undoubtedly contributing

factors.
Operations Rating: Milestone Composite Percentage: 96.5%
Other Considerations: 0%
Performance Area Rating 96.5%
Honeywell FM&T, LLC (11/30/10) U Page 7
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[II.  Performance Area — Institutional Management and Business (IM&B)

Adjective Rating/Score {Excellent/97.7%)

Performance Summary: FM&T has cffectively managed the Business prograun areas,
supporting mission requirements in a cost effective manner and in accordance with applicable

faws, regulations and directives. FM&T's efforts to support numerous initiatives and share best
practices with NSE-wide implications, such as KCRIMS, Supply Chain Management Center
(SCMC), the KCP Oversight Model, Congressional Affairs and Contractor Human Resources,
demonstrate FM&T's understanding of the KCP posture to drive future improvements
throughout the NSE. The management of business areas has remazined positive with a trend that

is continuously moving upward,

Several Highlights include:

Exceeded cost savings target of $12 million, with savings being reapplicd to future
KCP scope;

Effectively led and coordinated SCMC applications processing $945 million of spend
through the eSourcing tool generating $81 million in savings; estore users transmitted
over 12 thousand orders directly to supplies, and total NSE savings generated from
the use of SCMC tools exceeded $109 miliion;

Exceeded FM&T targets in support of the SCMC, increasing utilization spend to $26
miltion surpassing the goal of $15 million;

Maintained NNSA Capabilities in Work for Others generating $54.5 million in
overhead recovery;

The FY 10 busincss oversight objectives matrix performance resulted in an
“Outstanding” rating for procurement. Contractor human resources management was
rated as “Excellent’™;

Successfully negotiated a six year collective bargaining agreement with the Security
and Fire Professionals of America (Guards) significantly below approved NNSA
parameters and without a work stoppage;

The Communications and Congressional/Public Affairs office continue to support
internal and extermal requirements, congressional activities, community groups and
strategies. FM&T provided support to significant public affairs activities, e.g.
development and deployment of a communication plan to address the Bannister
Federal Complex Workers Safety and Health issue; provided corporate support (o
media strategics concerning Bannister Federal Complex worker health issues,
successful planning and coordination of the KCRIMS ground breaking ceremony,
VIP tours and briefings; increased activity and responsiveness to FOIA requests; and,
responsiveness to IG and Employee Concerns issues; .
Recipient of the NNSA Adminisirator's Award for Excellence in Internal Controls,
recognizing FM&T for effective financial management; and,

Recipient of the 2009 Malcolm Baldrige National Quality Award recognizing FM&T
for outstunding management, leadership and results.

Honeywell FMET, L1LC ¢ 11/30/10) aLo Puge 8
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FM&T's efforts 1o work across sites with multiple program officials is commendable.

iM&RB Rating:

1v.

Other Considerations:

Performance Area Rating

Multisite

Performance Summary:

0

Milestone Composite Percentage: 97.7%

97.7%

Adjective Rating/Score

(Excellent/100 )

Overall multi-site milestone performance evaluation, grade and score are assigned by NNSA/HQ
with no additional input from the KCSO.

Milestone Composite Percentage:

Rating:
The following table depicts Multi-Site available and earned fee.

] sPBI No. Multi-Site Target Metor Not | Available$ | Earned § l
1.1 Achieve W76-1 LEP Deliverables Met $581,700 { $581,700
1.2 Performn B61 LEP Phase 6.2/2A Study Met $415,500 | $415,500 (

- - - i

13 }_[.;_.C and Alteration Kits delivered IAW MNS Vol Met $332.400 | $332,400
1.4 SESC Surveillance Program cxecution Met $332,400 | $332,400

2.1 Enterprise Reengineering completion Met $332,400 1 $332,400
Information Technology Strategic Plan Met ‘
22 e $443,200 | $443,200 |
23 Support to KCP Transformation and Relocation Met $332,400 | $332,400 '
Totals $2,770,000 | $2,770,000

Honeywell FM&T, LLC (11/30/10) at'o Puge 9
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FEE CALCULATION

Fiscal Year 2009 Fiscal Year 2010
Performance Area | Weight | Adjective/Score Weighted | Weight | Adjective/Score Weighted
Rating Rating

Mission 40% Outstanding/93.3 37.32 35% Excellent/91.6 32.06
Operations 30% Outstanding/95.7 28.71 35% Excellent/96.5 33.78
Business 20% Outstanding/95.5 19.10 20% Excetlent/97.7 19.54
Multisite 10% Outstanding/99.5 9.95 10% Excellent/100 10.00
Total QOutstanding/95.0 Excellent/95.4

Fee Summary Total Available Fee % Fee Earned Amount Earned

Essential Fee $16,670,000 x 96.1% $16,021,465

Stretch* $ 8,260,000 X 92.3% $ 7,626,000

Multisite 3 2,770,000 X 100 % $ 2,770,000

Total $27,700,000 95.4% 326,417,465

FY 10 Provisional Fee Paid 695,004
Balance Remaining $ 16,722,461

*Stretch Fee carnings: A “gateway” approach related to Essential performance was used to

determine stretch fee. Irrespective of performance in Stretch, fo be eligible to earn any Stretch

fee, the Essential performance had to be at least 80% success.

Attachment I - KCP FY10 PEP Milestone Final Performance Report
(see attached Excel milestone spreadsheet)
Honeywell FM&ET, LLC (11/30010) el le] Page 10
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