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SECTION B

SUPPLIES OR SERVICES AND PRICES/COSTS

B.1
SERVICES BEING ACQUIRED


The Contractor shall, in accordance with the terms of this contract, provide the personnel, equipment, materials, supplies, and services, (except as may be furnished by the Government) and otherwise do all things necessary for, or incident to managing and operating, in an efficient and effective manner, the Government-owned Strategic Petroleum Reserve facilities located in Louisiana and Texas, as described in Section C, Statement of Work, or as may be directed by the Contracting Officer within the scope of this Contract.

B.2
TRANSITION COST, ESTIMATED COST, MAXIMUM AVAILABLE FEE, AND AVAILABLE FEE
(a) Transition Cost

The transition period (February 1, 2003 to March 31, 2003) will be on a cost reimbursement basis and the estimated costs are $78,124.  There will no fee paid for the transition period.

(b) Estimated Cost

The Estimated Costs for the contract (Base plus option years) are included in the table at paragraph B.5 by Fiscal Year.

(c) Fee:

(1) The Estimated Fee Base as defined in Department of Energy Acquisition Regulations (DEAR 970.15) for the period April 1, 2003 through September 30, 2003, and all subsequent Fiscal Years (including option years) is listed in Column B of the chart below.  Unless the Estimated Fee Base for the period April 1, 2003 through September 30, 2003, or a subsequent fiscal year deviates by more than plus or minus 10% from the Estimated Fee Base set forth in Column B of the chart below, the Maximum Available Fee for the period April 1, 2003 through September 30, 2003, and each subsequent FY shall not exceed the Maximum Available Fee offered by the Contractor set forth in Column D of the chart below.  (to be proposed by Offeror, see paragraph L. 5.)

(2) In the event the Estimated Fee Base for the period April 1, 2003 through September 30, 2003, or any subsequent fiscal year deviates more than plus or minus 10% from the Estimated Fee Bases set forth in Column B of the chart below, a new Maximum Available Fee for the fiscal year will be calculated by multiplying the maximum fee for the revised fee base allowed in accordance with DEAR 970.15 by the percentage set forth in Column E of the chart below.

(3) The Available Fee will be negotiated annually (or any other period as may be mutually agreed to between the parties) between the Contractor and the Government.  The Available Fee will be equal to or less than the Maximum Available Fee offered.  The Available Fee shall be established considering the level of complexity, difficulty, cost effectiveness, and risk associated with specific objectives/incentives defined in the Performance Evaluation and Measurement Plan (PEMP).  Higher or lower levels of complexity, difficulty, cost effectiveness, and risk will correspondingly allow a higher or lower available fee.  The portion of this Available Fee defined as award fee versus performance-based incentives will be determined for each period during the negotiation of the requirements in the PEMP.  In the event the parties are unable to reach agreement on the Available Fee amount, the Government reserves the right to unilaterally establish the Available Fee amount.  The Contract will be modified to reflect the Available Fee for each period.

(4) Pursuant to Section H provision entitled “Work Authorization System” and the approved FY 2003 budget, the Performance Areas for the period April 1, 2003 through September 30, 2003 are set forth in the PEMP.

(5)
The Fee Base and Maximum Available Fee by FY are provided below:

	A
	B
	C
	D
	E

	Fiscal Year
	Estimated Fee Base
	Maximum Available Fee 
Calculated from DEAR
	Maximum Available Fee
(Offered by Contractor)
	Percent of 

Maximum Available Fee Calculated from DEAR Offered by Contractor 

	FY 2003 (6 mos.)
	$63,963,900
	$4,569,174
	$4,340,715
	95 AVERAGE(c3,d3) \# "0%" 

 AVERAGE() %

	FY 2004
	$122,144,200
	$8,844,469
	$8,402,246
	95%

	FY 2005
	$113,300,800
	$8,621,751
	$8,190,663
	95%

	FY 2006
	$122,569,000
	$8,950,428
	$8,502,907
	95%

	FY 2007
	$116,760,400
	$8,744,264
	$8,307,051
	95%

	FY 2008
	$118,462,800
	$8,763,186
	$8,325,027
	95%

	FY 2009
	$121,364,000
	$8,857,791
	$8,414,901
	95%

	FY 2010
	$124,424,600
	$8,955,965
	$8,508,167
	95%

	FY 2011
	$127,036,000
	$9,048,250
	$8,595,838
	95%

	FY 2012 
	$129,703,200
	$9,142,574
	$8,685,445
	95%

	FY 2013 (6 mos.)
	$66,213,000
	$4,619,394
	$4,388,424
	95%


B.3
OBLIGATION OF FUNDS

The amount of funds obligated under this contract, in accordance with the Contract Clause entitled “Obligation of Funds”, is $1,700,000.
B.4
AVAILABILITY OF APPROPRIATED FUNDS

The duties and obligation of the Government hereunder calling for the expenditure of appropriated funds shall be subject to the availability of funds appropriated by the Congress, which the Department of Energy may legally spend for such purposes.

B.5
CONTRACT VALUE

The contract value consisting of the estimated costs and negotiated fee by fiscal year (base plus option) is set forth below:

	Fiscal Year
	Estimated Costs
	Performance Fee
	TOTAL

	Transition Period

2/1/03 – 3/31/03
	$78,124
	$0
	$78,124

	FY 2003 (6 mos.)
	$61,486,500
	$TBD
	$

	FY 2004
	$113,451,000
	$TBD
	

	FY 2005
	$108,479,000
	$TBD
	

	FY 2006
	$116,189,000
	$TBD
	

	FY 2007 
	$111,877,000
	$TBD
	

	FY 2008 (6 mos.)
	$56,225,500
	$TBD
	

	TOTAL (Base Period)
	$567,786,124
	$TBD
	

	FY 2008 (6 mos.)
	$56,225,500
	$TBD
	

	FY 2009
	$114,813,000
	$TBD
	

	FY 2010
	$117,225,000
	$TBD
	

	FY 2011
	$119,685,000
	$TBD
	

	FY 2012
	$122,198,000
	$TBD
	

	FY 2013 (6 mos.)
	$62,381,500
	$TBD
	


B.6
Allowability of Subcontractor Fee

All fees to be paid to members of a Contractor team, including affiliates, identified in the offer must be included in the available fee payable under Clause B.2.  The term affiliate is defined as, associated business concerns or individuals if, directly or indirectly (1) either one controls or can control the other; or (2) a third party controls or can control both.  A “Contractor Team Arrangement”, as used in the FAR, means an arrangement in which (1) Two or more companies form a partnership or joint venture to act as a potential prime contractor; or (2) A potential prime contractor agrees with one or more other companies to have them act as its subcontractors under a specified Government contract or acquisition program.  For the purpose of this clause, this definition does not apply to the subcontractors whose contracts have been assumed, so long as the terms and conditions of those subcontracts are not altered as a result of interactions with the Offeror prior to award of this contract.
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SECTION C

DESCRIPTION/SPECIFICATION/WORK STATEMENT

DESCRIPTION OF WORK AND SERVICES

STATEMENT OF WORK

C.1
GENERAL INFORMATION

1.0 Introduction 


This Performance-Based Management Contract (PBMC) is for the management and operation of the Strategic Petroleum Reserve (SPR) crude oil facilities.  It reflects the application of performance-based contracting approaches and techniques which emphasize results/outcomes and minimize “how to” performance descriptions.  The Contractor has the responsibility for total performance under the Contract, including determining the specific methods for accomplishing the work effort, performing quality control, and assuming accountability for accomplishing the work under the contract.  Accordingly, this PBMC provides flexibility, within the terms and conditions of the contract, to the Contractor in managing and operating the Strategic Petroleum Reserve.

Under this PBMC, it is the Contractor’s responsibility to develop and implement innovative approaches and adopt practices that foster continuous improvement in accomplishing the mission of the Strategic Petroleum Reserve.  DOE expects the Contractor to produce effective and efficient management structures, systems, and operations that maintain high levels of quality and safety in accomplishing the work required under this contract.  The Contractor shall conduct all work in a manner that optimizes productivity, minimizes waste, and fully complies with all applicable laws, regulations, and terms and conditions of the contract.

2.0
Background
The SPR is a large crude oil stockpile under the control of the President of the United States.  The SPR is mandated by the Energy Policy and Conservation Act, as amended, and by the comprehensive energy plans of all Administrations since 1975, including the May 2001 National Energy Plan, in recognition of the long-term dependence of the United States on imported crude oil and petroleum products.

The SPR mission is to store petroleum to reduce the adverse economic impact of a major petroleum supply interruption to the United States and to carry out obligations under the international energy program.  The SPR vision is to fill the reserve to capacity with petroleum and to serve as the global benchmark for petroleum reserves.  To fulfill its mission and vision, the SPR has institutionalized the following core values:  

Public Confidence – Sustain a high performing organization to ensure the trust of the American people

Excellent Customer Service – Understand and meet the needs of refiners, traders, and other customers

Responsible Stewardship – Manage in an efficient and effective business environment

Dynamic Teamwork – Provide a culture of organization-wide continuous improvement of individuals

Partnerships – Develop positive relations with contractors, suppliers, federal and state agencies

Social Responsibility and Citizenship – Strengthen local community services and ensure highest standards for environmental, health and safety programs

Employee Development and Diversity – Ensure credible diversity and developmental practices, as well as ethical conduct and respect for individuals

The Assistant Secretary for Fossil Energy, U. S. Department of Energy, has overall programmatic responsibility for achieving the goals and objectives of the SPR program.  This responsibility has been delegated to the Deputy Assistant Secretary for Petroleum Reserves and is exercised through a Program Office in Washington, D.C.  In addition, there is a Project Management Office located in New Orleans, Louisiana. It carries out day-to-day project activities, including the management and operation of the SPR sites, and is responsible for the award and administration of this contract.

The Department has developed four large underground crude oil storage facilities in salt domes along the Gulf Coast of Texas and Louisiana. 

The SPR had another site at Weeks Island that has been decommissioned and for which caretaker maintenance is on-going.  The SPR plans to offer the Weeks Island site for sale.  

In addition, the Department has initiated a commercialization program to outgrant by leasing/selling underutilized SPR crude oil distribution facilities for commercial use.  Because of the decommissioning of the Weeks Island site, the Department sold the Weeks Island pipeline and leased the St. James marine terminal.  Other pipelines were also leased and the management and operating contractor has oversight responsibility of these leases.  
3.0
Scope of Work 


Under this PBMC, the Contractor shall furnish the necessary personnel, facilities, equipment, materials, supplies, and services (except those provided by the Government) to accomplish the scope of work.  The Scope of Work under this PBMC is comprehensive in that the Contractor is expected to perform all necessary technical, operational and management functions to manage and operate the site/facility and perform the DOE missions assigned to the site/facility.  This encompasses all on-going objectives of the site/facility as well as those objectives that may be assigned during the term of the contract and include, but is not limited to: expansion of the SPR; all infrastructure management and maintenance; human resources management; environmental management; health, safety, and security; and purchasing, financial and other administrative systems.

The overall performance objectives of this contract are:

The contractor shall maintain the SPR inventory and storage capacity, assure operational readiness to drawdown and distribute crude oil with Presidential direction, and maintain an operational posture that exercises and preserves SPR systems and processes to achieve performance criteria, cost control objectives and the long-term capability to perform the mission.  

Work under this contract shall be performed in a manner that will protect the environment, the facilities, and the safety and health of employees and the public. The contractor shall utilize the best operational technology and management practices from both Government and commercial sources to continuously improve and achieve excellence in the conduct of operations at the SPR.  The contractor is expected to achieve effective, efficient, and economic use of resources to meet the requirements of the contract, including effective application of cost considerations in the decision-making process through such means as cost/benefit, life cycle cost, lease/purchase, and make-or-buy analyses.

C.2
WORK REQUIREMENTS

1.0 Introduction

The performance-based results/outcomes of this contract are broadly set out in this Statement of Work and reflect the Department of Energy’s (DOE) minimum needs and expectations for Contractor Performance.  More particularly, established annually, or at other such intervals determined by DOE to be appropriate, will be specific performance work statements, performance standards (measures applied to results/outputs), acceptable performance levels (performance expectations), acceptable quality levels (permissible deviations from performance expectations), and related incentives.  The related incentives may be monetary, or in cases where monetary incentives are not desirable or considered effective, the contractor’s performance may be used as a factor in the determination to extend contract performance, a factor which directly affects the past performance report card, or a factor in a decision to reduce or increase DOE oversight on contractor reporting as appropriate.

DOE’s Quality Assurance/Surveillance Plan (QSAP) will consist primarily of use the Performance Evaluation Management Plan (PEMP) (see DEAR 970.5215-1).  The QSAP establishes the process DOE will use to ensure that the contractor has performed in accordance with the performance standards and expectations.  The QSAP will summarize the performance standards, expectations and acceptable quality levels for each task; describe how performance will be monitored and measured; describe how the results will be evaluated; and state how the results will affect contract payment.

Specific work requirements under this contract will be established annually by the Contracting Officer in accordance with the Section H clause entitled “Work Authorization System.”  The Contracting Officer will issue Work Authorization Directives for each major work area to be accomplished in a given year.  These directives will conform to the Scope of Work of this contract and further effect the General Requirements specified in this section.

2.0 General Requirements

2.1.
Operations
Perform management, planning, oversight, documentation, training, operational functions, energy management and crude oil activities associated with the operation of the SPR facilities.
Manage, plan, and implement operational activities associated with fluid movements (crude oil, raw water, and brine); solution mining; receipt and storage of crude oil; pipeline and metering operations; drawdown/distribution readiness activities; cavern well operations workover, geotechnical and monitoring; operation, maintenance, etc. of vapor pressure treatment facilities to minimize impacts to drawdown and inventory availability; crude oil quality monitoring and compliance with standards, quantity control; crude oil programming and accountability; operation and testing of brine disposal wells; and other activities as deemed appropriate.


2.1.1
Drawdown Readiness

The Contractor shall manage and execute the operational Drawdown Readiness program, including but not limited to planning, developing, researching, training, and conducting Systems Test Exercises (STE)/Disaster Recovery Exercises.  Maintain operations and management computer models and databases with respective programs supporting Drawdown Readiness (i.e., Personal Computer Operations Model (PCOM), Readiness and Capability (Report) RECAP, etc) functions.  Perform analyses, and studies of areas affecting systems capabilities for improving system enhancements of DOE-owned distribution systems.  Manage planning, analysis, and implementation of the Vapor Pressure mitigation program.  On STE/Disaster Recovery test exercises, interface with other federal, state, and local agencies to ensure that policy and goals are achieved.

2.1.2
Cavern Integrity and Workovers 

The Contractor shall manage and operate the SPR cavern integrity and workover program in a safe, effective, efficient, timely, and environmentally compliant manner consistent with DOE objectives and requirements ensuring compliance with current DOE Conduct of Operations regulations, and Occurrence Reporting and Processing System requirements.


Manage geotechnical controls, monitor and analyze caverns to ensure drawdown capability.  Assure that proper permits and reports for caverns, cavern wells, brine disposal wells, workovers, etc. are filed with appropriate regulatory agencies.  Develop workover procedures and schedules with assurance that workover materials and subcontracts are ordered and ready when needed to support rig operations without impact.  Initiate all work orders necessary to support the approved workover schedule.  

Develop and recommend engineering solutions to down-hole and wellhead problems in cavern and brine disposal wells.  Provide periodic reports on Cavern Integrity and Workover activities as required by Work Authorization Directives. 

 

2.1.3
Petroleum Acquisition and Transportation


Manage the Logistics functions for crude oil movements, crude oil accountability, crude oil quality control, fill and drawdown activities, planning and control, and support of Foreign Trade Zone operations.  The Contractor is responsible for maintaining the official cargo and oil contract files.


In support of oil movements (fill and drawdown), the Contractor will develop a crude oil fill plan and schedule, and coordinate oil movements with Government Quality Assurance Representatives, commercial terminals and pipelines, and the SPR storage sites. The Contractor will prepare oil movement tables for all oil movements and manage SPR deliveries in compliance with the Cargo Preference Act and the Jones Act.

Perform those tasks necessary to support the administration of crude oil initiatives such as Royalty-in-Kind, crude oil exchanges, and miscellaneous special initiatives.  In support of negotiations and execution of any SPR contracts, the Contactor will conduct Oil Price Analysis, market evaluations, and analyze Oil Trading/ Hedging alternatives to support price determinations and price indexing.

The Contractor will institute and manage a crude oil quality program that encompasses the oversight responsibility of sampling, analysis, technical review and documentation of SPR crude oil in accordance with SPRPMO Orders.

Manage and operate SPR site crude oil laboratories, including the calibration of analytical equipment.  Operate and maintain the metering and sampling equipment located at the SPR sites, including the calibration of instrumentation devices used for generating measurements.
Manage the crude oil quality database and cavern sampling program.  Maintain the necessary controls for measurement, sampling, and analyses, in accordance with DOE requirements.

2.2
Maintenance
Manage and perform preventive, corrective, predictive, and general maintenance on government-owned equipment and facilities, including caverns, and wells.  Maintain the government-owned facilities in a manner that will detect and correct defects that could cause potential failures.  Provide all the integrated resources necessary to maintain, update, and improve the Integrated Logistics Support program.

2.3
Major Maintenance
Perform major maintenance projects and related construction management involving engineering, procurement, construction, fabrication, installation, and testing, or combinations thereof, which: 1) maintains a building, structure, or physical system in an efficient operating condition, or 2) materially adds to the value of or prolongs the life of a building, structure, or physical system. 
2.4
Utility Operations (Power)


The Contractor shall manage electric power usage, and other SPR utilities programs tied to drawdown/fill readiness for ensuring their cost effectiveness, including hotel loads, and equipment testing.  The Contractor shall manage Energy Management programs and implement state-of-the-art processes for energy efficiency, and support the acquisition of public utility contractual agreements. 

2.5
Environmental
Develop, implement, and maintain a comprehensive Environmental Management Program, which shall include all activities necessary to ensure that SPR operations do not adversely impact the environment and meet the environmental protection requirements of the DOE, and federal, state, and local regulatory agencies.  Program elements include environmental monitoring; environmental impact assessment and reports; regulatory agency reporting; permitting; oil spill response; environmental inspection; pollution abatement; waste minimization; records maintenance; laboratory operation; audits, documentation, and coordination of all site programs addressing environmental activities.  The Environmental program shall meet the requirements set forth in International Standards Organization (ISO) 14001 and be capable of registration by a registrar accreditation board within the first year of

operation or such other reasonable period of time.

2.6
Security
Develop, implement, and maintain a Security Program to protect personnel, Government property and classified information from theft, sabotage, espionage, or other acts that may cause adverse impacts on national security or the health and safety of the public.  Elements of the program include personnel security; lock and key control programs; classified document control program; operation security program; communication security program; tempest program; security awareness/crime prevention program; cybersecurity; audits; inspection; investigation; vulnerability and risk assessments; lighting systems and intrusion detection alarm systems; national security clearance requests and investigations; emergency and contingency planning; test/exercise programs; information classification program; and management of subcontracted security and protection force services.
2.7
Technical Support and Management
2.7.1
Engineering

Perform special studies, analyses, design, design reviews, and documentation in support of the operation, maintenance, and repair of facilities, systems, and equipment.  Primary functions involve technical disciplines associated with the flow of high volume of raw water, brine, and crude oil in the solution-mining of underground storage caverns and crude oil drawdown.  Engineering disciplines cover areas required for problem solving and associated analysis.  Perform Title I, II and III services, as required.  Additional functional responsibilities include systems engineering; vapor pressure analyses; cavern and well engineering; pipeline assurance; configuration management; and Reliability, Availability, and Maintainability (RAM) program management.  The contractor shall fulfill the acquisition of treatment facilities intended to remediate increased vapor pressure of inventory.
2.7.2
Quality Assurance

Develop, implement, and maintain a comprehensive Quality Assurance Program, which shall include all activities necessary to ensure that risks and environmental impacts are minimized and that safety, reliability, performance, and mission are accomplished through the application of management systems commensurate with the risks posed by the facilities and their operation.

Assure development, implementation, and maintenance of Quality Control Programs and a Quality Improvement Program to continuously improve the products and services provided to internal and external customers.  Utilize the Malcolm Baldrige criteria as the basis for organizational improvement.  The Quality Assurance program shall meet the requirements of DOE Order 414.1, “Quality Assurance”, and as set forth in International Standards Organization (ISO) 9001 and be capable of registration by a registrar accreditation board within the first year of operation or such other reasonable period of time.
2.7.3
Project Management

Provide overall management of contract performance, legal services, project planning and control, public affairs, graphics, records management, self-assessments, and miscellaneous support services.
2.7.4
Information Systems and Knowledge Management

The Contractor shall utilize the best appropriate technology and management practices to efficiently manage, operate, and maintain a SPR-enterprise wide computer and information system.  This includes a central network control server facility (New Orleans) with alternate hot site, computer workstations, area networks, office automation, software and management information system development and maintenance, data communication, and directly related support activities, including cyber security.  The Contractor shall orient all planning and implementation towards deploying forward looking technologies which maximize overall operating efficiencies and best business practices from enterprise resource planning and knowledge management perspectives.  This includes digital document and records management, data warehousing and mining, utilizing web centric applications and creating efficiencies from flexible work place and workspace environments.  Also included are the management, operation, and maintenance of telecommunication, video teleconferencing, radio, and satellite communication services, facilities, and equipment during normal and emergency situations for all SPR sites.
2.7.5.
Financial Management

Develop, implement, and maintain a Financial Management program including an accounting system suitable to accumulate, record, and report all financial activities; formulate short and long-range budgets which identify all resource requirements needed to accomplish projected work loads; and develop, implement, and maintain effective controls of all budgets through the use of approved funding programs and cost resource analysis.
2.7.6
Procurement/Contracts

Develop, implement, and maintain a DOE-approved procurement system the objective of which is to deliver to its customers on a timely basis those products and services necessary to accomplish the purposes of the Government’s contract.  The purchasing system shall be well-defined, consistently applied and shall follow purchasing practices appropriate for the requirement and dollar value of the purchase. Although not Federal procurements, and not directly subject to the Federal Acquisition Regulation in 48 CFR, contractor purchases are subject to certain Federal laws, Executive Orders, and regulations as required by statue, regulation, or contract terms and conditions.  The purchasing system shall identify and apply the best in commercial purchasing practices and procedures to achieve system objectives.  Where specific requirements do not otherwise apply, the contractor purchasing system shall provide for appropriate measures to ensure the:

(1) Acquisition of quality products and services at fair and reasonable prices;
(2) Use of capable and reliable subcontractors;
(3) Minimization of acquisition lead-time and administrative costs of purchasing;
(4) Use of effective competitive techniques;
(5) Reduction of performance risks associated with subcontractors, and facilitation of quality relationships which can include techniques such as partnering agreements, ombudsmen, and alternative disputes procedures;
(6) Use of self-assessment and benchmarking techniques to support continuous improvement in purchasing; 
(7) Maintenance of the highest professional and ethical standards;
(8) Maintenance of file documentation appropriate to the value of the purchase and which is adequate to establish the propriety of the transaction and the price paid; and
(9) Maximization of opportunities for small business, HUBZone small business, small disadvantaged business, and woman-owned business concerns to participate in contract performance.  
2.7.7
Property Management

Develop, implement, and maintain a DOE approved personal property management system that provides adequate protection, maintenance, utilization, and disposition of personal property, and reasonable assurance that the DOE’s personal property is safeguarded against waste, loss, unauthorized use, or misappropriation, in accordance with applicable statues, regulations, contract terms and conditions, programmatic needs, and good business practices.
2.7.8
Human Resource Management

Develop, implement, and maintain a Personnel System including employment functions such as recruiting, interviewing, testing, diversity management, wage and salary administration, position classification, personnel records, benefits administration, employee fitness programs, service recognition programs, industrial relations, collective bargaining, administration of employee welfare programs, performance appraisal, training and development, and other miscellaneous personnel services.  
2.7.9
Safety and Health

Develop, implement, and maintain a comprehensive Safety and Health Program which shall include all activities necessary to ensure the health and safety of the work force and the public and shall meet the requirements of DOE Orders, the safety and health manual, and federal, state, and local codes.  Program elements include safety and health inspections; hazard identification analysis and abatement; accident investigations; records maintenance; industrial hygiene; and coordination of all site programs addressing safety and health activities.

The Contractor shall commit to OSHA Voluntary Protection Program criteria and maintain the existing VPP status at each SPR operating site.
2.7.10
Fire Protection and Emergency Management

Develop, implement, and maintain comprehensive programs in the areas of Fire Protection and Emergency Management.

The Fire Protection Program shall include all activities necessary to protect the SPR from the perils of fire and shall comply with requirements of the National Fire Codes, Factory Mutual Loss Prevention Data Sheets, American Petroleum Institute recommended practices, and DOE Orders.  Program elements include inspection, monitoring and reviewing, maintenance and repair, and risk assessment.

The Emergency Management Program shall include all activities necessary to ensure readiness to respond to emergencies and shall comply with DOE orders, federal, state and local regulations.  Readiness shall be attained by maintenance of current documentation delineating roles and responsibilities, and by exercises and training.

2.7.11
Internal Audit

Conduct internal audit operations satisfactory to DOE, which at a minimum would: be organizationally independent; be of sufficient size and include appropriately trained professionals to meet standards of the Institute of Internal Auditors (IIA); perform both financial and performance audits meeting either Government Auditing Standards or IIA standards, including sufficient testing of "internal controls" over cost and sufficient transaction testing of costs incurred by the contractor to ensure reasonableness, allowability, and allocability.  Establish an audit resolution and follow-up system to track internal audit findings and recommendations and effectively participate in coordination with the Office of Inspector General's (OIG) audit plan.
C.3
DELIVERABLES
Deliverables required under this contract will be set forth in the Work Authorization Directives issued by the Contracting Officer. In addition, the contractor shall satisfy the reporting requirements contained in Section J of this contract.  To ensure that effective and efficient management systems exist for the management and operations of the Strategic Petroleum Reserve, this contract also requires the delivery of certain documents, plans, and reports for the Contracting Officer’s review and approval.  These requirements are specified elsewhere in this contract.

C.4
WORK STANDARDS
In performing this contract, the contractor shall comply with applicable federal, state, and local laws and regulations; and shall be responsible for obtaining such licenses, permits, and other authorization that may be necessary for the performance of the work.

Pursuant to the Contract Clause entitled “Laws, Regulations, DOE Directives” the contractor shall conform to the requirements of all applicable DOE Orders and Directives, which may establish management, technical, procedural or other standards, and specifications for contractor work activities.  The Orders and Directives applicable to this contract are identified in the DOE/SPRPMO DIRECTIVES contained in Section J of this contract.
All work under this contract shall conform to the requirements set forth in the following documents:

SPR Level I Technical and Performance Criteria (April 1999)

SPR Level II Performance Criteria (December 1999)

SPR Level III Design Criteria (November 2001)

SECTION E

INSPECTION AND ACCEPTANCE
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E.1
INSPECTION
E-1

E.2
ACCEPTANCE
E-1

SECTION E

INSPECTION AND ACCEPTANCE

E.1
INSPECTION OF SERVICES – COST REIMBURSEMENT (FAR 52.246-5)
(APR 1984)

(a) Definition. "Services," as used in this clause, includes services performed, workmanship, and material furnished or used in performing services. 

(b) The Contractor shall provide and maintain an inspection system acceptable to the Government covering the services under this contract. Complete records of all inspection work performed by the Contractor shall be maintained and made available to the Government during contract performance and for as long afterwards as the contract requires. 

(c) The Government has the right to inspect and test all services called for by the contract, to the extent practicable at all places and times during the term of the contract. The Government shall perform inspections and tests in a manner that will not unduly delay the work. 

(d) If any of the services performed do not conform with contract requirements, the Government may require the Contractor to perform the services again in conformity with contract requirements, for no additional fee. When the defects in services cannot be corrected by reperformance, the Government may (1) require the Contractor to take necessary action to ensure that future performance conforms to contract requirements; and (2) reduce any fee payable under the contract to reflect the reduced value of the services performed. 

(e) If the Contractor fails to promptly perform the services again or take the action necessary to ensure future performance in conformity with contract requirements, the Government may (1) by contract or otherwise, perform the services and reduce any fee payable by an amount that is equitable under the circumstances; or (2) terminate the contract for default. 

E.2
ACCEPTANCE


Acceptance for all work and effort under this Contract shall be accomplished by the Contracting Officer or any other duly authorized representative.
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F.5
STOP-WORK ORDER (FAR 52.242-15)(AUG 1989)
   (ALTERNATE I)(APR 1984)
F-2

SECTION F

DELIVERIES OR PERFORMANCE

F.1
TERM OF CONTRACT

The term of this contract shall be for the period of February 1, 2003 through March 31, 2008, unless sooner terminated in accordance with the provisions of this Contract.  The period from February 1, 2003 through March 31, 2003, shall be for the transition from the existing Contractor to the successor Contractor.  The Contractor’s responsibility for management and operation of the Strategic Petroleum Reserve facilities shall start on April 1, 2003.

F.2
PLACE OF PERFORMANCE


The work under this contract is to be carried out at the following Strategic Petroleum Reserve facilities:

· Elmwood Office Complex, Louisiana

· Bayou Choctaw, Louisiana

· West Hackberry, Louisiana

· Big Hill, Texas

· Bryan Mound, Texas

F.3
OPTION TO EXTEND THE TERM OF THE CONTRACT 

(a) The Government may extend the term of this contract for up to an additional five years by written notice to the Contractor within 180 days of the expiration of the basic contract; provided, that the Government gives the Contractor a preliminary written notice of its intent to extend at least 12 months before the contract expires.  The preliminary notice does not commit the Government to an extension.

(b) The total duration of this contract shall not exceed ten years, not including the transition period.

F.4
EXERCISE OF OPTION(S)


The DOE has included an option to extend the term of this contract in order to demonstrate the value it places on quality performance.  The DOE has provided a mechanism for continuing a contractual relationship with a successful Contractor that performs at a level that meets or exceeds quality performance expectations as communicated to the Contractor, in writing, by the Contracting Officer or designated representative.  When deciding whether to exercise the option, the contracting Officer will consider the quality of the Contractor’s performance under this Contract.


The Option Periods, covering the period from April 1, 2008 through
March 31, 2013, may be for a period(s) from one to five years.  The Contracting Officer will determine the duration of the option period(s) at the time of written notification to the Contractor.  Successive options may be exercised up to a total of five years.  The total term shall not extend beyond March 31, 2013.

F.5
STOP-WORK ORDER (FAR 52.242-15) (AUG 1989) (ALTERNATE I) (APR 1984)

(a) The Contracting Officer may, at any time, by written order to the Contractor, require the Contractor to stop all, or any part, of the work called for by this contract for a period of 90 days after the order is delivered to the Contractor, and for any further period to which the parties may agree. The order shall be specifically identified as a stop-work order issued under this clause. Upon receipt of the order, the Contractor shall immediately comply with its terms and take all reasonable steps to minimize the incurrence of costs allocable to the work covered by the order during the period of work stoppage. Within a period of 90 days after a stop-work is delivered to the Contractor, or within any extension of that period to which the parties shall have agreed, the Contracting Officer shall either- 

(1) Cancel the stop-work order; or 

(2) Terminate the work covered by the order as provided in the Termination Clause of this contract. 

(b) If a stop-work order issued under this clause is canceled or the period of the order or any extension thereof expires, the Contractor shall resume work. The Contracting Officer shall make an equitable adjustment in the delivery schedule, the estimated cost, the fee or combination thereof, and in any other terms of the contract that may be affected, and the contract shall be modified, in writing, accordingly, if- 

(1) The stop-work order results in an increase in the time required for, or in the Contractor's cost properly allocable to, the performance of any part of this contract; and 

(2) The Contractor asserts its right to the adjustment within 30 days after the end of the period of work stoppage; provided, that, if the Contracting Officer decides the facts justify the action, the Contracting Officer may receive and act upon the claim submitted at any time before final payment under this contract. 

(c) If a stop-work order is not canceled and the work covered by the order is terminated for the convenience of the Government, the Contracting Officer shall allow reasonable costs resulting from the stop-work order in arriving at the termination settlement. 


(d)
If a stop-work order is not canceled and the work covered by the order is terminated for default, the Contracting Officer shall allow, by equitable adjustment or otherwise, reasonable costs resulting from the stop-work order. 
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SECTION G

CONTRACT ADMINISTRATION

G.1
CORRESPONDENCE PROCEDURES

To promote timely and effective administration under this contract, the Contractor shall be subject to the following procedures:

(a) Technical Correspondence.  Technical correspondence submitted (as used herein, this term excludes technical correspondence where patent or technical data issues are involved and correspondence which proposes or otherwise involves waivers, deviations, or modifications to the requirements, terms, or conditions, of this contract) shall be addressed to the DOE Contracting Officer’s Representative (COR) (see paragraph G.3) with an information copy of the correspondence to the DOE Contract Specialist (see paragraph G.2).

(b) Other Correspondence.  All other correspondence shall be addressed to the Contracting Officer, with information copies of the correspondence to the DOE COR, and DOE Patent Counsel (where patent or technical data issues are involved).

(c) Contracting Officer’s Address.  The Contracting Officer’s address is:

Gary C. Landry

Contracting Officer
U.S. Department of Energy
Strategic Petroleum Reserve Project Management Office
900 Commerce Road, East
New Orleans, LA  70123

Telephone No. (504) 734-4660

Email address: gary.landry@spr.doe.gov
(d) Subject Line(s).  All correspondence shall contain a subject line commencing with the contract number, as illustrated below:

SUBJECT:  Contract No. (Insert contract number from cover page Block 2) (Insert subject topic after contract number)

G.2
CONTRACT SPECIALIST FOR POST AWARD ADMINISTRATION

The DOE Contract Specialist is: 

Anne Quern

U.S. Department of Energy

Strategic Petroleum Reserve Project Management Office

900 Commerce Road, East

New Orleans, LA  70123

Telephone No. (504) 734-4228

Email address: anne.quern@spr.doe.gov
The Contractor shall use the Contract Specialist as the point of contact on all but technical matters (see G.1 (a), above for definition).

G.3
CONTRACTING OFFICER’S REPRESENTATIVE


The Contracting Officer’s Representative is: (TBD)
Name

U.S. Department of Energy

Strategic Petroleum Reserve Project Management Office

900 Commerce Road, East

New Orleans, LA  70123

(Telephone No. ___________)

(Email address ____________)


The Contractor shall use the COR as the point of contact on technical matters (see G.1 (a) above, for definition).

G.4
DEPARTMENT OF ENERGY PATENT COUNSEL


The mailing address for information copies to the DOE Patent Counsel is:

Mr. Paul Gottlieb
Assistant General Counsel for Intellectual Property
GC-61, Room 6F067
U.S. Department of Energy

1000 Independence Avenue, SW

Washington, DC 20585

G.5
PROPERTY ADMINISTRATOR 


The DOE Property Administrator for this contract is:

Mike Hampton

Property Administrator
U.S. Department of Energy
Strategic Petroleum Reserve Project Management Office
900 Commerce Road, East
New Orleans, LA  70123

Telephone No. (504) 734-4041

Email address: mike.hampton@spr.doe.gov
The Contractor shall use the Property Administrator as the point of contact on property matters (see G.1 (a) above, for definition).
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SECTION H

SPECIAL CONTRACT REQUIREMENTS

H.1
TYPE OF CONTRACT


This is a Performance-Based Management Contract for the management and operation of a DOE facility governed by the provisions of Federal Acquisition Regulation 17.6 and Department of Energy Acquisition Regulation DEAR 917.6.  It contains cost-plus-award-fee provisions and other incentives as may be negotiated between the parties.

H.2
REPRESENTATIONS AND CERTIFICATIONS


The Representations and Certifications, and Other Statements of Offeror for this Contract as completed by the Contractor are hereby incorporated in this Contract by reference.

H.3
MODIFICATION AUTHORITY


Notwithstanding any of the other provisions of this Contract, a Contracting Officer shall be the only individual on behalf of the Government to:

(a) Accept nonconforming work;

(b) Waive any requirement of this Contract; or,

(c) Modify any term or condition of this Contract.

H.4
GOVERNMENT-OWNED PROPERTY AND EQUIPMENT


Upon execution of the Contract, the Contractor shall accept the transfer and accountability for Government-Owned Property and Equipment from Contract DE-AC96-93PO18000.

H.5
ASSUMPTION OF EXISTING AGREEMENTS AND SUBCONTRACTS


Upon the effective date of this Contract, the Contractor shall assume responsibility for existing contracts and agreements from Contract No. DE-AC96-93PO18000.  These include (a) all subcontracts and purchase orders with the exception of Parent Company Task Orders, (b) consulting agreements, (c) regulatory agreements and permits, (d) site-wide plans (e.g., safety and security plans) and (e) any other agreements in effect prior to the execution of this Contract.

H.6
RIGHTS TO PROPOSAL DATA


Except as otherwise authorized by the Contracting Officer, pursuant to 48 CFR 27.409(s), the Contractor shall include the clause of 48 CFR 52.227-23 “Rights to Proposal Data (Technical),” in any subcontract awarded based on consideration of technical proposal.

H.7
LOBBYING RESTRICTIONS (Department of Interior and Related Agencies Appropriations Act, 2002)


The Contractor agrees that none of the funds obligated on this award shall be made available for any activity or the publication or distribution of literature that in any way tends to promote public support or opposition to any legislative proposal on which Congressional action is not complete.  This restriction is in addition to those prescribed elsewhere in statute and regulation.

H.8
WORK AUTHORIZATION SYSTEM 

(a)
Prior to the start of each fiscal year, the DOE shall provide the Contractor program execution guidance in sufficient detail to develop estimated costs, scope, and schedule for the performance thereof.  The Contractor shall submit to the Contracting Officer or other Designated Official, a detailed statement of work consistent with Section C, “Statement of Work,” a budget of estimated costs and corresponding schedule of performance for work to be performed during the next fiscal year.  The level of work activities, estimated cost, and schedule shall be a task level 2 of the Work Breakdown Structure (WBS), consistent with the Statement of Work or other level as specified by the Contracting Officer.

(b)
Budget Negotiations:  Prior to the authorization to proceed with the performance of any work under this contract, the Contractor and the DOE shall mutually establish a budget of estimated costs, a detailed statement of work, and schedule of performance for each task at level 2 of the WBS or as otherwise specified by the Contracting Officer for that fiscal year.  The established estimated costs, detailed statement of work, and schedule of performance shall be incorporated into the contract’s Appendix B, Work Authorization Directives (WADs), and by modification.  If agreement cannot be reached on the scope, schedule, and/or estimated cost for the WADs, the Contracting Officer shall issue a unilateral modification establishing the estimated cost and issue the WAD pursuant to this subsection authorizing Contractor performance, which shall not be subject to the Contract Clause entitled "Disputes - Alternate I."

(c)
No activities shall be authorized and no costs incurred until either the Contracting Officer has issued direction concerning continuation of activities.


(d)
Work Authorization Directives:  The WADs authorizing the Contractor to proceed with performance of the annual Statement of Work, shall be provided in writing to the Contractor by the Contracting Officer.  Each WAD so issued will include the following:


(1)
Authorization number and work initiation date



(2)
Description of Work



(3)
Revision Number


(4)

The total estimated cost for the work to be performed under this authorization and current period estimated cost if the WAD performance schedule exceeds the current fiscal year



(5)
Appropriate schedule and milestone dates



(6)
Cost, schedule, and all other reporting requirements



(7)
Performance, objectives, measures, and targets



(8)
Date of issue



(9)
Responsible DOE Designated Official signature



(10)
Contracting Officer signature


(e)
Performance Direction:  Government direction of the performance of all work authorized for performance under this contract shall be in accordance with the Special Contract Requirement entitled “Performance Direction.”

(f)
Modification:  The Contracting Officer may at any time and without notice issue WADs within the Scope of Work of this contract requiring additional work, or directing the omission of, or changes to the Statement of Work of this contract.  A proposal for adjustment in the budget of estimated costs and schedule of performance of work established in accordance with paragraph (g) of this subsection shall be submitted by the Contractor as mutually agreed upon with the Contracting Officer.


(g)
Expenditure of Funds and Incurrence of Cost:  The performance of work and the incurrence of cost in the execution of the Statement of Work of this contract shall be initiated only when authorized in accordance with the provisions of this subsection.  The expenditure of monies by the Contractor in the performance of all authorized work shall also be governed by the provisions of the Contract Clause entitled “Obligation of Funds.”  The Contractor shall notify the Contracting Officer whenever it anticipates under-running a WAD by more than 10% or over-running a WAD in any amount.


(h)
Remuneration:  An annual fee shall be negotiated in accordance with the contract clause entitled “Total Available Fee: Base Fee Amount and Performance Fee Amount” for the performance of work authorized pursuant to this subsection.  In accordance with the Contract Clause entitled “Changes,” when a WAD results in a material change in the negotiated budget of total estimated cost or character of the Statement of Work, an equitable adjustment of the fee shall be made in accordance with the agreement of the parties and the contract shall be modified in writing.


(i)
Order of Precedence:  This subsection is of lesser order of precedence than the Contract Clauses entitled “Obligation of Funds,” and “Payments and Advances.”  The Contractor is not authorized to incur costs on any WAD which are not in compliance with the other terms and conditions of this contract.


(j)
Conflicts:  In the event there is a conflict between the requirements of this subsection and Section J, Appendix F, “List of Applicable Directives,” as amended, the Contractor shall obtain guidance from the Contracting Officer.


(k)
Reporting:  Reporting shall be in accordance with the Special Contract Requirement entitled “Reporting Requirements.”


(l)
Responsibility to Achieve Environmental, Safety and Health Compliance:  Notwithstanding the provisions of this subsection, the Contractor has, in the event of an emergency, authority to authorize corrective actions as may be necessary to sustain operations in a manner consistent with applicable environmental, safety and health statues, regulations, and procedures.  In the event that the Contractor takes such an action, the Contractor shall notify the Contracting Officer within 24 hours after such action was initiated and, with 30 days after such action has been initiated, submit a proposal for adjustment in the estimated costs and schedule of performance of work established in accordance with paragraphs (a) and (b) of this subsection.

H.9
PERFORMANCE DIRECTION
(a)
In addition to those functions specifically reserved throughout this contract for the Contracting Officer, the Contracting Officer shall be the sole authority for assignment of WADs, establishment of program priorities, and controlling the expenditure of funds, which have been obligated for performance of this contract. 

(b)
Certain actions that require the formal signature of a Contracting Officer may be officially delegated in writing to Designated Officials.  For purposes of this clause, a Designated Official is an individual, designated by the Contracting Officer, to act as authorized representative for such functions as technical monitoring, inspection, and other functions of a more technical nature not involving a change in the scope, cost, terms, or conditions of the contract.  Copies of any such delegations relating to this contract will be provided to the Contractor.  The Contractor shall comply with direction provided by the Designated Officials.


For the purposes of this instrument, the individual identified as Designated Official is:


TBD


 (c)
The performance of work in compliance with the Work Authorization System and the WADs, by the Contractor shall be subject to performance direction from the Designated Official as follows:


(1)
Directions to the Contractor which redirect the contract effort, shift work emphasis within a work area or a WAD, require pursuit of certain lines of inquiry, fill in details or otherwise serve to accomplish the contractual Statement of Work.


(2)
Provision of written information to the Contractor, which assists in the interpretation of drawings, specifications or technical portions of the work description.


(3)
Review, and where required by the contract, approval of, reports, drawings, specifications, and information to be delivered by the Contractor to the Government under the Contract.


(4)
Monitoring compliance with applicable environmental, safety and health provisions and DOE Rules and Orders.

(d)
The Contractor shall only accept performance direction if provided in writing and if within the Scope of Work of the contract and the WAD.  Performance direction shall not: authorize the Contractor to exceed the total funds obligated on the contract or any estimated cost on a WAD, entitle the Contractor to any increase in the total amount of fee set forth in the contract, change any of the expressed terms or conditions of the contract, or, interfere with the Contractor's rights under the terms and conditions of the contract.  It is expected that there will be full and open communication between the functional counterparts of the DOE and the Contractor's organization.

(e)
The Contractor shall proceed promptly with the performance required by duly issued written performance directions.  If, in the opinion of the Contractor, any performance direction violates the prohibitions set forth in paragraph (d) of this clause, the Contractor shall not proceed but shall promptly orally notify the Contracting Officer of the direction and reason(s) the direction violates the provisions of this subsection.  The Contractor shall confirm this notification in writing within five (5) working days from receipt of DOE's written direction.  The Contracting Officer shall render a decision on whether or not the performance direction is or is not within the Scope of Work of the contract and whether or not a change order will be issued pursuant to the Contract Clause entitled “Changes” or paragraph (f) of the Subsection of this part entitled, Work Authorization System.  This decision shall be issued and/or confirmed in writing and the Contractor shall promptly comply with the DOE's direction.

(f)
A failure of the Contractor and DOE to agree that the performance direction is within the Scope of Work of the contract, or a failure to agree upon the contract action to be taken with respect thereto, shall be subject to the provisions of the Contract Clause entitled “Disputes-Alternate I.”

H.10
REPORTING REQUIREMENTS

(a)
Work Breakdown Structure.  Except as provided for elsewhere in the contract, the Work Breakdown Structure (WBS), as approved by the Contracting Officer, shall provide the basis for all reports required under this contract.  The WBS shall be derived from the Scope of Work described in this contract and shall also conform to any implementation guidance which may be provided by the Contracting Officer.


(b)
Periodic Plans and Reports.  The Contractor shall submit periodic cost, schedule, and technical performance plans and reports, in such form and substance as required by the Contracting Officer.  These periodic plans and reports shall be submitted at the interval, and to the addresses and in the quantities as specified by the Contracting Officer.  Where specific forms are required for individual plans and reports, the Contracting Officer shall provide such forms to the Contractor.  The plans and reports expected to be submitted by the Contractor are described generally as follows:


General Management Reports narratively summarize schedule, labor, and cost plans and status, and provide explanations of status variances from plans.


Schedule/Labor Cost Reports provide information on schedule, labor and cost plans and status.


Performance Measurement Reports provide information regarding the actual cost of work performed relative to the budgeted cost for work performed relative to the budgeted cost for work scheduled, and provide for reporting data on performance measurement baseline maintenance and estimates at completion.


Technical Reports are the means by which scientific, technical, and engineering information acquired in the performance of the work is disseminated.  Plans and reports shall be prepared by the Contractor in such a manner as to provide for--

(1)
Consistency with the contract Scope of Work, the WADs, and the approved WBS.

(2)
Correlation of data among the various plans and reports.


(c)
Changes in Work Effort.  The reporting system established and maintained by the Contractor pursuant to this subsection shall recognize changes in work effort directed by the Contracting Officer, as provided for in the Work Control System.  During performance of this contract, the Contractor shall update and/or change, as appropriate, the WBS (including any diagrams, supporting work descriptions, and WBS dictionary) to reflect changes in the Scope of Work or discrete WADs.  The Contractor's reporting system shall be able to provide for the following at the WAD level, or such lower level, as specified by the Contracting Officer:

(1)
Incorporate contractual changes affecting estimated cost and schedule in a timely manner.

(2)
Reconcile estimated cost for those elements of the WBS identified in the contract as either priced line items or discrete WADs, and for those elements at the lowest level of the project summary WBS with current performance measurement budgets in terms of:





(i)
Changes to the authorized work; and


(ii)
Internal replanning in the detail needed by management for effective control.

(3)
Prohibit retroactive changes to records pertaining to work performed that will change previously reported costs except for correction of errors and routine accounting adjustments.

(4)
Prevent revisions to the contract estimated costs except for Government-directed changes to the contractual effort.

(5)
Document, internal changes to the performance measurement baseline and, on a timely basis, notify the Contracting Officer of such changes.

(d)
The Contractor agrees to provide the Contracting Officer, or designated authorized representatives, access to any and all information and documents comprising the Contractor's reporting system.

(e)
The Contractor shall include the requirements of this clause in all subcontracts that are cost-reimbursement type of contracts when--

(1)
The value of the subcontract is greater than $2 million, unless specifically waived by the Contracting Officer, and,

(2)
The Contracting Officer determines that the contract/subcontract effort is, or involves, a critical task related to the contract.

H.11
PROJECT CONTROL SYSTEM

(a)
In the performance of this Contract, the Contractor shall establish, maintain and use a system for the management and control of projects, which meets the requirements set forth in the Contract.  The systems shall be cost-effective and of a level of detail commensurate with management principles necessary for management and control of the project.  Specific project control systems guideline requirements and time frames for implementation of these requirements shall be transmitted to the Contractor by the Contracting Officer.  The systems shall be reviewed by the Contracting Officer, or duly authorized representative(s), for adequacy in meeting the designated requirements.  As part of the review procedure, the Contractor shall furnish the Government a description of the project control system applicable to each project as required by the Contracting Officer.  The Contractor agrees to provide access to all pertinent records, data and plans as requested by representatives of the Government for the conduct of this review.

(b)
The description of the project control systems accepted by the Contracting Officer shall be maintained and used by the Contractor in the performance of this Contract.

(c)
Contractor changes to the reviewed systems shall be submitted for review and approval as required by the Contracting Officer.  When Contracting Officer approval is required, the Contracting Officer shall advise the Contractor of the acceptability of such changes within sixty (60) calendar days after receipt from the Contractor.  When systems existing at the time of contract award do not comply with the designated guidelines, adjustments necessary to assure compliance will be made at no change in contract price or fee.

(d)
The Contractor agrees to provide access to all pertinent records and data requested by the Contracting Officer, or duly authorized representative(s), for the purpose of permitting Government surveillance to insure continuing application of the accepted systems to the project or group of projects under this Contract.

(e)
The Contractor shall require that each selected subcontractor, as determined by the Contracting Officer, meet specific guidelines for the project control systems as set forth in subcontract and shall incorporate in all such subcontracts adequate provisions for review and surveillance of subcontractor's systems to be carried out by the prime Contractor, or by the Government when requested by either the Government, prime or subcontractor.

H.12
PERFORMANCE CRITERIA, MEASURES, OUTPUT TARGETS, AND INCENTIVES


The Government will develop performance criteria, measures and output targets for the coming fiscal year which will be set forth in the Work Authorization Directives developed and issued pursuant to the Special Contract Requirement entitled WORK AUTHORIZATION SYSTEM.  The Contractor may also propose additional performance measures, which will be negotiated prior to placement in the Work Authorization Directives.  The evaluation areas and individual requirements that will be subject to incentivization will be included in the Performance Evaluation and Measurement Plan developed and issued pursuant to the Clause in Section I entitled, TOTAL AVAILABLE FEE: BASE FEE AMOUNT AND PERFORMANCE FEE AMOUNT.  The evaluation of performance against measures will be a consideration in (1) development of fee awards, if any, (2) the DOE decision whether to extend the contract and (3) terminating the contract for default.


NOTE – COST REDUCTION INCENTIVE: The Department of Energy (DOE) expects the contractor to manage and operate the Strategic Petroleum Reserve in an efficient and effective manner.  To this end, the contractor will be provided an incentive to achieve significant cost reduction without adversely affecting the level of performance required by the contract.  Details implementing this incentive will be set forth in the annual Performance Evaluation and Measurement Plan issued pursuant to Clause I.93 of this contract.  DOE anticipates that up to 25 percent of annual available fee will be assigned to this evaluation area in the Performance Evaluation and Measurement Plan.


The baseline for the measurement of the contractor’s performance will be the contractor’s approved Annual Operating Plan established each fiscal year.  Reductions resulting from schedule delays, direction given by the DOE or changes in the mission, work scope, or routine reorganization of the contractor due to changes in the budget do not qualify for this incentive.

H.13
ADVANCE UNDERSTANDING ON HUMAN RESOURCES

(a) Advance Understanding on Human Resources

The Department and the successful Offeror (Contractor) will reach an advance understanding on Contractor human resources during the transition period.  The advance understanding enables both the Contractor and the DOE to determine allocability, allowability and reasonableness of costs prior to incurrence, thereby avoiding subsequent disallowance and disputes; provide appropriate and reasonable compensation levels to recruit and retain Contractor employees to meet DOE mission objectives, and assure prudent expenditure of public funds.  Areas generally covered by the advance understanding include compensation (all forms of compensation, regardless of whether reimbursed by the Government, must be disclosed to the Contracting Officer), welfare benefits, labor relations, retirement plans, training, educational assistance, awards programs, employee assistance, and paid leaves and holidays.  DOE Order 350.1, “Contractor Human Resource Management Programs,” will serve as the governing document for development of the advance understanding.  It is understood that any advance understanding will be appended to the Contract as Section J, Appendix A.

It is the Department’s intent to ensure that the Contractor Human Resource Policies adequately support the Contractor’s ability to attract and retain critically skilled employees.  Moreover, it is the Contractor’s responsibility to notify DOE when any obstacles are encountered that could impact the recruitment and retention of critically skilled employees.

(b) Employee Transition and Continuity of Employment, Pay and Benefits

Offerors are encouraged to retain incumbent personnel consistent with their proposed approach.  To the extent the offeror elects to retain incumbent personnel, the following applies; (a) Take over existing savings/retirement plans at the same employer and employee contribution rates allowable under the existing contract; (b) credit employees length of service requirements with existing contractor toward any length of service requirements of the replacement contractor for the purpose of establishing benefits and; (c) recognize all currently certified bargaining agents and their existing bargaining agreements.

(c)

The maximum senior executive compensation allowable under this contract shall be governed by 65 Fed. Reg. 30640 (2000) and subsequent updates.  The term “compensation” means the total amount of wages, salary, bonuses, and deferred compensation for the fiscal year, whether paid, earned, or otherwise accruing, as recorded in an employee’s cost accounting records for the fiscal year.
H.14
FINES AND PENALTIES


The Contractor shall not use the Letter of Credit to pay or reimburse itself for any fine or penalty without specific authorization of the Contracting Officer.

H.15
SERVICES


Services acquired by the Contractor for the Strategic Petroleum Reserve are acquired for the benefit of the Department of Energy and are immediately resold to the Government as a resale of services in accordance with Texas and Louisiana sales tax provisions.

H.16
CORPORATE HOME OFFICE EXPENSES


No corporate home office expense of the Contractor shall be allowable under this Contract without prior written approval of the Contracting Officer.

H.17
SEPARATE CORPORATE ENTITY


The work performed under this Contract by the Contractor shall be conducted by a separate corporate entity from its parent company (ies).  The separate corporate entity must be set up solely to perform this Contract and shall be totally responsible for all Contract activities.

H.18
RESPONSIBLE CORPORATE OFFICIAL


Notwithstanding the Section H provision entitled “Performance Guarantee,” the Government may contact, as necessary, the single responsible corporate official identified below, who is at a level above the Contractor and who is accountable for the performance of the Contractor.  Should the responsible corporate official change during the period of the Contract, the Contractor shall promptly notify the Government of the change in the individual to contact.



Name:
Paul V. Lombardi




Position:
President, Chief Executive Officer 



Company  DynCorp

H.19
CONFIDENTIALITY OF INFORMATION

(a) To the extent that the work under this Contract requires that the Contractor be given access to confidential or proprietary business, technical, or financial information belonging to the Government or other companies, the Contractor shall, after receipt thereof, treat such information as confidential and agrees not to appropriate such information to its own use or to disclose such information to third parties unless specifically authorized by the Contracting Officer in writing.  The foregoing obligations, however, shall not apply to:

(1) Information, which at the time of receipt by the Contractor, is public domain;

(2) Information, which is published after receipt thereof by the Contractor or otherwise becomes part of the public domain through no fault of the Contractor;

(3) Information, which the Contractor can demonstrate was in its possession at the time of receipt thereof and was not acquired directly or indirectly from the Government or other companies;

(4) Information, which the Contractor can demonstrate was received by it from a third party who did not require the Contractor to hold it in confidence.

(b)
The Contractor shall obtain the written agreement, in a form satisfactory to the Contracting Officer, of each employee permitted access, whereby the employee agrees that he will not discuss, divulge or disclose any such information or data to any persons or entity except those persons within the Contractor’s organization directly concerned with the performance of the Contract.

(c)
The Contractor agrees, if requested by the Government, to sign an agreement identical, in all material aspects, to the provisions of this clause, with each company supplying information to the Contractor under this Contract, and to supply a copy of such agreement to the Contracting Officer.

(d)
The Contractor aggress that upon request by DOE it will execute a DOE-approved agreement with any party whose facilities or proprietary data it is given access to or is furnished, restricting use and disclosure of the data or the information obtained from the facilities.  Upon request by DOE, such an agreement shall also be signed by the Contractor personnel.

(e)
This clause shall flow down to all appropriate subcontracts.

H.20
ENVIRONMENTAL PERMITS AND APPLICATIONS

Except as otherwise directed by the Contracting Officer, the Contractor is required to prepare all necessary Federal, State, and local permit applications.  If any agency or agencies, which regulate the permits require the signature of an operator on the permit, the Contractor, in recognition of its operator responsibilities, shall sign the permit as required by the regulators.  In the event of termination or expiration of this Contract, DOE will require the new Contractor to accept transfer of all environmental permits executed by the Contractor.

H.21
PAYMENT OF OVERTIME PREMIUMS

(a) Pursuant to paragraph (a) of the clause entitled “Payment of Overtime Premiums,” the total cost of the contract contains overtime premium costs as listed below:

Overtime Premium:  $375,000
(b)
Any premium cost required in excess of the above amount shall require prior approval of the Contracting Officer.

H.22
ADMINISTRATION OF SUBCONTRACTS

(a) The administration of all subcontracts entered into, assumed and/or managed by the contractor, including responsibility for payment thereunder, shall remain with the contractor unless assigned at the direction of the Contracting Officer.

(b) The DOE reserves the right to direct the contractor to assign to the DOE or another contractor any subcontract awarded, assumed, and/or managed under this contract.

(c)
The DOE reserves the right to identify and remove specific work activities in the SOW of the contract in order to contract directly for the specific work activity.  The Contracting Officer will work with the contractor to identify the areas of work that can be performed by small businesses in order to maximize direct federal contracts with small businesses.  The contractor agrees to facilitate these actions.  This will include identifying direct contracting opportunities for small businesses for work presently performed under subcontracts as well as work performed by contractor employees.  The contractor shall notify the Contracting Officer one-year in advance of the expiration of any of its subcontracts or if applicable, one-year prior to the exercise of an option and/or the option notification requirement, if any, contained in a subcontract.  The Contracting Officer will review this information and the requirements of the contractor to determine the appropriateness for small business opportunities.  This review may result in the DOE electing to enter in contracts directly with small businesses for these areas of work.  The Contracting Officer will give notice to the contractor not less than 120 calendar days prior to the date for exercising the option and/or the expiration of the subcontract and/or prior to entering into contract work being performed by contractor employees.  Following award of these direct federal contracts, the Contracting Officer may delegate the administration of these contracts to the contractor.  The contractor agrees to accept such delegations from the DOE for the administration of these contracts.  The parameters of the contractor’s responsibilities for the small business contracts and/or changes, if any, to the instant contract will be incorporated via a modification to the contract.  The contractor will accept management and administration responsibilities, if so determined.
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