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Depariment of Energy
Washingtan, OC 20585

dectober 29, 1998

MEMORANDUM FOR HEADS OF DEPARTMENT] AQ LEMENTS

FROM: MICHAEL L. TEL sox«.ﬁu 112@)%/
CHIEF FINANCIAL OFFICER

SUBJECT: GUIDANCE TO IMPLEMENT NATIONAL DEFENSE
‘ AUTHOQRIZATION ACT FOR FISCAL YEAR 1959 DIREC'IION ON
FEDERAL ADMINISTRATIVE CHARGES

On October 17, 1999, the President signed into lew the National Defense Authorization Act for
Fiscal Year 1999 (Public Law 105-261). The Act provides the Sccretary specific authorities
regarding the conduct of research and other activities at Deparumental fucilitics on behalf of other
agencies of the Federal government, agenci¢s of State and local governments, and private
persons and cntitied. As indicated in my Septernber 2, 1998, correspondence, the Act establishes
a standard Federal administrative charge in an amount not to exceed three percent to be applied
to work performed on behalf of these entities.

The anached guidance implements the provisions of the Act and cstablishes a three percent
Federa| administrative charge effective October 1, 1998, to be applied to costs incurred, on or
after October |, 1998, on agreements with non-DOE entities. This guidance closely mirrors my
September 2, 1998, correspondence; however, it now provides for including the Federal
administrative charge on all work performed under cospansored agreements, cooperative
research and development sgreements, and agreements with forcign governments and
“international organizations.

Current reporting requirements applicable to small busiazss eatcrprises and non-profit

organizations as well as exceptions to full cost recovery are being reviewed in light of the new
legislation and appropriatc modifications will be provided in the near future.

If you have any questiong regarding this new policy, please contact Jim Reid on (202) 586-4490
or Jim Campbell an (301) 903-9704.

Attachment
cc: Field CIiOs

Headquartiers Program Liaisons
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= Dustribution:

Associatc Deputy Secretary for Field Management, FM-1

General Counsel, GC-1

Deputy Assistant Secretary for Procurement and Assistance Munugement, HR-5
Assistant Secrctary tor Defense Programs. DP-1

Assistant Secretary for Energy Efficiency and Rencwable Energy, EE-{
Assistant Secretary for Environmental Management, EM- ‘
Director, Office of Energy Research, ER-1

Assistant Sceretary for Fossil Energy. FE-1

Director, Office of Nuclear Energy, Science und Technology, NE-1
Ditector, Qtfice of Nonpeoliferation und National Security, NN-1
Manager, Albugquerque Operations Office

Manager, Chicage Operations Offlce

Manager, {daho Operations Office

Manager, Nevada Operations Office

Manager, Oakland QOperations Office

Manager, Oak Ridge Operations Office

Manager, Ohio Operations Office

Manager, Richland Qperations Office

Manager, Savannah River Operations Office

Manager, Golden Field Office V

Manager, Rocky Flats Iield Office

Manager, Pittsburgh Naval Reactors Office

Manager, Schenectady Naval Reactors Office

Director, Federal Eacrgy Technology Center

Administrator, Alaska Power Adminisiration

Administrator, Southeastemn Power Administration

Adininistrator, Southwestern Power Administration

Administrator, Western Power Administration
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=~ October 1, 1998

PMPLEMENTING GUIDANCE RELATING TO
NATIONAL DEFENSE AUTHORIZATION ACT FOR FISCAL YEAR 1999
SECTION 3137, ACTIVITIES OF DEPARTMENT OF ENERGY FACILITIES

GENERAL

‘ The pricing policy of the Department shall be full cost, which includes all direct and
indirect costs incurred by the Departovent and its contractors in performing wosk on behalf
of noa-DOE entities, and 2 Federal administrative charge of three percent of the full cost.

. The Federa! administrative charge includes #lt Federal administrative costs essociated with
work performed at Departrmental facilities, and is in licu of including any Headquarters and
field uffice overhead costa applicable to such work, &s well as depreciaton and imputed
interext.

¢ The three percent Federal administrative charge will be zﬁocﬁvc on October 1, 1998, and
will be applied to costs incurred, on or after October 1, 1998, on all agreements with non-
DOE entities, except 21 discussed below.

EXCEPTIONS

’ There are a limited number of exceptions ta the Department’s pricing policy whereby the
Federal administrative charge shall not be ¢harged ta nan-DOE entites.

- All funds-in agreements with domestic entities 83 follows: small business concems,
institutions of higher education, non-profit entities, and State and local
govermments.

- Blanket exceptions covering entire segments of work previously approved by the
Headquarters Office of Chief Financial Officer. " Attached is a list of the approved
blanke1 exceptions.

TRANSITION TG NEW FOLICY

o Blarket Exceptions. The Hesdquaners Office of Chief Financial Officer shall review the
approved blanket exceptions shown on the gitached list with the cognizant PSOs, not later
than Dacember 31, 1998, to determine if the exception is warranted for continuation. If
continuation is warranted, the PSO shall submit & formal request to the Secretary through
the Departmental Chief Financial Qfficer for approval. If continustion is not warranted,
the PSO shall injtiate action to cancel the exception with the non-DOE enitity, ar the
earlicst possible time provided for in the agreemant, but not later than
Seprember 30, 2000.
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[ndividual Project Exceptions

- Pricing exceprions on cxxxnng agreements (as of September 2, 1998} will be
hotored as long as there are no increases in the funding level specified in that
sgreement. Funding increases will be subject to the Federal administrative charge.

The Federal administrative charge will be assessed on costs incurred beginning the
first of the month fallowiag the liquidation of the agreement's existing funding,

- In na instance, however, will indivigual project exceptions extend beyond
Septomber 30, 2000,

NEW Ct{ARGING PRACTICES

Reimbursable Work for Others. The Department shall charge the full cost, which includes
the direct and indirect cost incurred in perfonming work on behalf of non-DOE entities,
znd & Federal administrative charge of three percent of the full cost.

Cosponsored Work, The Department shall assess the sponsor & Federal administrative
charge of three percent of all funds contributed by the sponsor, regardless of the level of
Departmental participation in funding the work effort. (In-kind contributions will not be
subject 1o the three percent Federal administrative charge).

Cooperative Research and Development Agreements (CRADAS) end othér technology
transfer mechanisms. The Department shall essess the sponsor 2 Federa! administrative
charge of three percent of all furids contributed by the sponsor, regardless of the level of
Departmente! participation in funding the work effort. (Li-kind contributions will not be
subject to the three percent Federal administrative charge).

OTHER

The Departmental Chief Financigl Officer may, undes extremely unique and rare conditions
or circumstancss, approve the weiver of costs incurred on behalf of non-DOE entities if
deemed eppropriate and approved by the Head of 1he Field Element and the cogrizant
Program Secretarial Officer (PSO). The costs waived owust be funded entirely by the PSO
from his’her own apprapristions, if allowable under law.

This guidance does not apply to the user foe pracuce with respect fo the Deparunent’s
Office of Science User Facilities.
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BLANKET PRICING BEXCEPTIONS APFRQVED
BY OFFICE OF CHIEF FINANCIAL OFFICER

DROE Customer ’ Date of MOU or CFO Apgraval
1. National Institutes of Health June 18, 1994
2. DOD Counterproliferation July 21, 1594
3. National Reconnaissance Office October 31, 1994
4. DOD Joint Advanced Strike Technology Progrant June 7, 1996
s. U.8. Nuclear Detonstion Detection System Scpicmb&t 17,1986
8. Environmental Protection Agency September 19, 1996
7. Strategic Envirommental Research end Development :
Program April 16, 1997
- = Defense Advanced Research Projects Agency December 22, 1993

9, Navel Resctory ' October 26, 1990




