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ENERGY AND WATER DEVELOPMENT
APPROPRIATIONS FOR FISCAL YEAR 1998

THURSDAY, MARCH 20, 1997

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.
The subcommittee met at 9:40 a.m., in room SD-124, Dirksen
Senate Office Building, Hon. Pete V. Domenici (chairman) presid-
ing.
Present: Senators Domenici and Reid.

DEPARTMENT OF ENERGY

AtoMic ENERGY DEFENSE ACTIVITIES

STATEMENT OF DR. VICTOR REIS, ASSISTANT SECRETARY FOR DE-
FENSE PROGRAMS
ACCOMPANIED BY:
KENNETH BAKER, ACTING DIRECTOR, OFFICE OF NONPROLIFERA-
TION AND NATIONAL SECURITY
HAROLD SMITH, ASSISTANT TO THE SECRETARY OF DEFENSE FOR
NUCLEAR, CHEMICAL, AND BIOLOGICAL PROGRAMS

OPENING STATEMENT OF PETE V. DOMENICI

Senator DOMENICI. The hearing will please come to order.

Our ranking member, Senator Reid of Nevada, has indicated that
he is going to be late, because the democratic members of the Sen-
ate are in a caucus. If he does not get here, and I am finished, we
will hold the meeting open, so that he can inquire as he sees fit.
But I believe he will be along within 30 minutes or so.

First, I want to welcome everyone to this hearing as we begin to
review the Department of Energy’s budget for fiscal year 1998.

Today, we will take up the atomic energy defense activity’s por-
tion of the DOE, which includes the stockpile stewardship and
management programs, and other defense activities, such as non-
proliferation and national security, arms control, and nuclear tech-
nology, research, and development.

FISCAL YEAR 1998 BUDGET PROGRAM

At the start, I want to sound a note of concern, because the budg-
et request before the committee appears to be healthy. In fact, the
fiscal year 1998 request is a better start than the 1997 request.
But as you get into the details, below the gross totals, there appear
to be continued erosion in core activities—the fundamental under-

(6))



6

pinning that is necessary to support the nuclear deterrent in the
next century, both from a scientific and a manufacturing point of
view.

Large increases are included for important projects, such as the
national ignition facility, known as NIF, and the tritium production
and processing facilities.

I also need to point out that function 050, the entire defense
budget function, is severely constrained. The 1998 budget targets
for 050, of which DOE gets a portion, increased around $5.0 billion
oYer the 1997 level, and the DOE budget increased by $2.3 billion,
alone.

Part of this is due to DOE’s privatization proposal in the “Envi-
ronmental management” account. We are going to have to evaluate
that in detail, as we develop the 1998 budget.

In addition, the Congressional Budget Office has re-scored the
outlays resulting from the fiscal year 1997 Energy and Water ap-
propriations bill. They indicate that for the 050 function, it is $5.6
billion more than estimated by the OMB, which means if Congress
uses the CBO estimates, and if we are going to stay within the tar-
gets 1of the President’s, we have to reduce something rather signifi-
cantly.

I say this only to highlight the major challenge that the sub-
committee will have in formulating the recommendations for the
defense activities for 1998. This is an area that the Budget Com-
mittee will be working on in an effort to address the defense needs
in DOE and DOD.

But, essentially, in the final analysis, the allocation will be made
by Senator Stevens and the Appropriations Committee from the
larger 050 amount allocated to either defense or other domestic dis-
cretionary programs.

INTRODUCTION OF WITNESS

With that, let me welcome our witnesses, Dr. Vic Reis, who is As-
sistant Secretary of Energy for Defense Programs; Mr. Kenneth
Baker, Acting Director of the Office of Nonproliferation and Na-
tional Security, and Dr. Harold Smith, Assistant to the Secretary
of Defense for Nuclear, Chemical, and Biological Programs.

It is a pleasure to have each of you here this morning and I com-
mend you for your work. I want to particularly thank Dr. Reis for
his special attention in the past few years to moving from the past
era of nuclear deterrent to the new stockpile stewardship and man-
agement approach. We still have a long way to go to put into place
the measures necessary to ensure the safety and reliability of the
weapon stockpile.

It is a very risky undertaking, and very, very difficult, in terms
of the science and the technology. But you started us in the right
path, and you understand the issues very well.

We are going to hear from Dr. Reis, after which, we will hear the
statements of Mr. Baker, and then you, Dr. Smith. Once the oral
testimony has been completed, we will proceed with questions. I
would ask that you try to limit your remarks, but this is our only
occasion to hear from you. So, you have got to tell us the whole
story.

Your full printed statements will be made a part of the record.



Please proceed, Dr. Reis.
STATEMENT OF VICTOR REIS

Dr. RE1s. Thank you, Mr. Chairman. It is a pleasure to appear
before you today to present the fiscal year 1998 Department of En-
ergy defense programs’ budget.

I will just hit a few highlights and submit my full testimony for
the record, with your permission.

The defense programs’ budget request for next year is some $5
billion, of which approximately $1 billion is in the “Defense asset
acquisition” account, to fully fund construction projects.

Full funding of construction projects is a new approach for the
Department of Energy, but is similar to that used by the Depart-
ment of Defense.

On an apples-to-apples comparison with the fiscal year 1997
budget, this would correspond to a budget request of around $4 bil-
lion; an increase of $133 million over last year’s appropriation.

DEFENSE PROGRAMS MISSION

Mr. Chairman, the mission of defense programs is to ensure the
safety and reliability of the Nation’s nuclear weapons indefinitely,
without underground testing; to safely dismantle and store excess
nuclear weapons; and to be prepared to resume testing and produce
new nuclear weapons if the President and the Congress so direct.

This is an unprecedented job, and one that involves risk, but we
are committed to do the job and manage the risk.

My task today is to demonstrate that the Stewardship and Man-
agement Program is working now, and will continue to work into
the future.

STOCKPILE LIFE EXTENSION PROGRAM [SLEP]

The essence of stockpile stewardship and management is the
Stockpile Life Extension Program. Weapons in the stockpile will
age, and the performance of these weapons may deteriorate.

Weapon parts must be identified, replaced, and certified before
any deterioration becomes unacceptable. For every part in every
weapon now in the stockpile, the tools for assessment exist now,
and are being used now, but they will not be sufficient in the fu-
ture, as the time since the weapons’ last underground test in-
creases, and as experts who maintain the current weapons retire.

Therefore, the Stockpile Stewardship and Management Program
must be dynamic. It must continually improve as the job gets more
difficult.

NUCLEAR WEAPONS STOCKPILE ANNUAL CERTIFICATION

How do we know whether we are good enough now and are good
enough in the future?

On August 11, 1995, when the President announced that the
United States intended to seek a zero yield Comprehensive Test
Ban Treaty [CTBT], he stipulated six conditions for ratification.
The last condition directed an extensive annual certification proc-
ess that requires independent assessments from the directors of the
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nuclear weapons laboratories, the Commander in Chief of the U.S.
Strategic Command, and the Nuclear Weapons Council.

We did not wait until the CTBT was signed to start this process,
but began immediately. I am pleased to report to this committee
that the first of these annual reviews has been completed.

A memorandum went to the President from Secretary Cohen and
Acting Secretary Curtis, stating that the stockpile is judged safe
and reliable, without nuclear testing.

With your permission, I would like to place that memo into the
record.

Senator DOMENICI. It will be made a part of the record.

Dr. RE1s. Thank you.

[The information follows:]

MEMORANDUM FOR THE PRESIDENT

Subject: Nuclear Stockpile Certification

In response to Presidential direction to conduct an annual certification of the nu-
clear weapons stockpile, we have thoroughly reviewed the stockpile and judge it to
be safe and reliable. There is no need to conduct an underground nuclear test at
this time. Problems that have arisen in the stockpile, for example as a result of
aging components, are being addressed to assure the stockpile remains safe and reli-
able. These current problems can be resolved without nuclear testing. In reaching
this conclusion, we have obtained the advice of the Directors of DOE’s Nuclear
Weapons Laboratories, the Commander-in-Chief, Strategic Command, the Chairman
of the Joint Chiefs of Staff, and the Nuclear Weapons Council.

William S. Cohen, February 5, 1997,
Secretary of Defense.

Charles B. Curtis, February 7, 1997,
Acting Secretary of Energy.

Dr. Re1s. This annual certification represents a snapshot in time.
So, you might ask: What have we done this year to give you con-
fidence that the program is accomplishing its mission to keep the
stockpile healthy forever, without underground testing?

Are we, indeed, able to discover problems before they affect per-
formance, replace parts and certify weapons?

Could we return to testing and production, if need be?

Are we dismantling weapons according to schedule?

There are a number of examples that provide us with some opti-
mism and are included in my testimony, but I would like to men-
tion just a few.

MODIFICATION OF THE B—61 STRATEGIC BOMB

The first of these is the modification of the B-61 strategic bomb.
This modification changed the weapon so it could penetrate the
surface of the target area, impacting the ground at over 1,000
times the force of gravity, yet not compromise its nuclear warhead.

We accomplished this on an accelerated schedule, completing
analysis and testing within a 14-month period, with first modifica-
tion units going to the Air Force last December.

When this modification program is complete, we will be able to
retire the B-53, the oldest and largest weapon in the arsenal, and
a weapon that lacks many of the modern safety features.
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What was so encouraging about the B—61 modification is that it
used many of the elements of the Stewardship and Management
Program, from new computer simulation capability, through design
at the Sandia and Los Alamos Laboratories, through the produc-
tion at Kansas City and Y-12 plants, culminating in the successful
testing in Alaska and at the Nevada test site. Not the least of this
success was the extraordinary degree of teamwork with our Air
Force customer.

ACCELERATED STRATEGIC COMPUTING INITIATIVE [ASCI]

The second example is simulation. Without new underground
tests, the ability to certify places enormous stress on our ability to
simulate and validate the processes occurring in nuclear explo-
sions.

Last December, the Intel/Sandia team produced a computer that
was the world’s fastest, by a factor of three. More importantly, that
computer is now solving stockpile problems that simply could not
have been done heretofore in any practical amount of time.

For example, one complex simulation that would have taken 74
days to run, was completed in just 7 hours.

Both IBM with Livermore and Silicon Graphics/Cray with Los
Alamos, have delivered installments of still faster machines, on
which we are also making operational breakthroughs, as we seek
to maintain the pace of the Stockpile Stewardship Program.

ADVANCED EXPERIMENTAL CAPABILITIES

There are equivalent examples in surveillance, manufacturing,
and science-based understanding of aging. The dual axis radio-
graphic hydrodynamic test facility machine at Los Alamos is back
on schedule, and we look forward to construction of the national ig-
nition facility [NIF] at Livermore.

When completed, the NIF will produce temperatures and pres-
%ures reached only inside an exploding nuclear weapon and the

un.

Results from the Los Alamos’ Pegasus and Sandia’s PBFA-Z, the
pulse power machines, also show remarkable promise as do the
NO\;A and Omega lasers which continue to generate spectacular
results.

TRITIUM SUPPLY

Both the accelerator and commercial light water reactor tritium
production tracks are on schedule for a fiscal year 1998 decision
that will support a START I stockpile.

We have established a tritium reservoir production capability at
Kansas City, producing some 90 tritium reservoirs there, and have
filled over 1,000 tritium reservoirs at Savannah River.

MAJOR ACCOMPLISHMENTS

We dismantled 1,064 weapons at Pantex; completed both the
stockpile stewardship and management programmatic environ-
mental impact statement, which defines the streamlined complex of
the future, and the Nevada test site environmental impact state-
ment, which will permit us to begin crucial subcritical experiments.
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A detailed plan, describing what we expect to accomplish over
the next 5 years has been completed in coordination with our De-
partment of Defense colleagues. We expect to submit it to you
shortly.

CONCLUSION

Mr. Chairman, when President Clinton announced that this
country would seek a zero yield Comprehensive Test Ban Treaty,
he stated that the nuclear stockpile was of supreme national inter-
est to the United States, and that the Stockpile Stewardship and
Management Program was the means to ensure that that stockpile
will remain viable.

Mr. Chairman, I believe that the program before you now is ful-
filling that national imperative; and the people and the program
are working now; and with your continued support, the people and
the program will continue to succeed.

PREPARED STATEMENT

Again, thank you for your attention. And, of course, we will be
happy to answer any questions.

Senator DOMENICI. Thank you very much, Dr. Reis.

[The statement follows:]

PREPARED STATEMENT OF VICTOR REIS

Although the threat of superpower nuclear confrontation has receded, the United
States continues to face a broad spectrum of national security challenges. To meet
these challenges, President Clinton has stated that: “The United States must and
will retain strategic nuclear forces sufficient to deter any future hostile foreign lead-
ership with access to strategic nuclear forces from acting against our vital interests
and to convince it that seeking a nuclear advantage would be futile. In this regard,
I consider the maintenance of a safe and reliable nuclear stockpile to be a supreme
national interest of the United States.”

Additionally, the United States Senate START II ratification text states that:
“The United States is committed to proceeding with a robust Stockpile Stewardship
program, and to maintain nuclear weapons production capabilities and capacities
that will ensure the safety, reliability and performance of the U.S. nuclear arsenal
at the START 1II level and meet requirements for hedging against possible inter-
national developments or technical problems in conformance with United States
policies and to underpin deterrence.”

The ability of the United States to respond effectively to the national security
challenges of the 21st century will be determined by the decisions we make and ac-
tions we take now. The United States has: agreed to the indefinite extension of the
Nuclear Non-Proliferation Treaty, ratified START II, and signed the zero-yield Com-
prehensive Test Ban Treaty (CTBT). Once ratified by the 44 nuclear capable states,
any nuclear weapons test explosion or any other nuclear explosion will be banned.
At the present time 41 of the 44 states have signed the Treaty.

Within this new strategic context the Department must continue to ensure the
safety, security and reliability of the enduring stockpile, without nuclear testing.
The Department will meet this national security challenge through the vigorous im-
plementation of the integrated Stockpile Stewardship and Management program
(SSMP), a scientific and technical challenge perhaps as formidable as the Manhat-
tan Project.

The Department’s objective is to implement a program that:

—Supports the U.S. nuclear deterrent with a safe, secure, and reliable nuclear
weapons stockpile, without nuclear testing, as the weapons complex is reduced
in size, modernized and made more efficient.

—Preserves the core intellectual and technical competencies of the weapons lab-
oratories and the manufacturing facilities; and

—Ensures that activities needed to maintain the nation’s nuclear deterrent are
compatible with the nation’s arms-control and nonproliferation commitments,
including the CTBT.
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The Department recognizes the inherent risk in a program to develop a surrogate
for underground testing. It has been over four years since the last nuclear test. Dur-
ing that time, we have successfully addressed an issue with the Trident I (W76)
warhead by using a combination of analysis, new experimental data, archived test
and manufacturing data, and most importantly the collective judgement of the two
weapon design laboratories. This success, using the experimental and testing tools
available today, provides confidence that the even more powerful computing and
testing tools to be developed will allow us to solve future stockpile problems without
nuclear testing. However, in the event that testing should be required, the Depart-
ment will maintain the capability to conduct underground nuclear tests as directed
by the President and the Congress.

Last year the Administration committed to Congress that funding for Defense
Programs activities would total approximately $4 billion per year for the next 10
years. The fiscal year 1998 request is $3.6 billion for Weapons Activities operations
and maintenance account and $1.5 billion for the new Defense Asset Acquisition Ac-
count for a total of $5.1 billion in fiscal year 1998. Of this amount, about $4 billion
would be obligated in fiscal year 1998 with the balance obligated in future years
against ongoing construction projects. From 1998 through 2002, the President’s
budget requests $20.1 billion for Defense Programs activities.

The fiscal year 1998 request allows us to build upon significant accomplishments
during fiscal year 1996 and fiscal year 1997. DOE’s production plants at Pantex, Sa-
vannah River, Oak Ridge, and Kansas City continue to support the day-to-day needs
of the enduring nuclear weapons stockpile by making the necessary repairs and pro-
viding replacement parts. The Pantex plant safely disassembled 1,064 nuclear weap-
ons in fiscal year 1996. We recently demonstrated through delivery of the first B—
61 Modification 11 kits that the DOE nuclear weapons complex remains capable of
meeting DOD requirements. Working with the laboratories and plants, DOE deliv-
ered the first conversion kit in late December 1996, meeting the accelerated sched-
ule requested by the DOD. The B-61 Mod 11 will replace the B-53, which is the
oldest bomb in the stockpile and does not have modern safety features. The dual
track tritium program continues to make progress on the regulatory, technical and
policy activities associated with the program. A Memorandum of Understanding
(MOU) between the Nuclear Regulatory Commission (NRC) and DOE governing the
interactions between the two agencies was signed in May 1996. Recently the De-
partment and the Tennessee Valley Authority (TVA) announced plans to conduct in-
reactor tests of tritium target rods this fall in a TVA operating reactor. The Accel-
erator Production of Tritium (APT) program selected a prime contractor, Burns and
Roe Enterprises, Inc., and began a technical analysis of the components that would
be used in the APT. In addition, the Secretary of Energy announced that the Fast
Flux Test Facility (FFTF) would remain on warm standby for possible use in pro-
ducing tritium. The action is being funded by the Office of Nuclear Energy. The Na-
tional Ignition Facility (NIF) program completed Title I design of the project and
the Department selected the Lawrence Livermore National Laboratory as the site
for construction. The Accelerated Strategic Computing Initiative (ASCI) program
awarded two contracts for the next generation of super computers and accepted de-
livery of the world’s fastest computer, capable of performing over one trillion oper-
ations per second.

The Department also completed a number of key environmental documents re-
quired by the National Environmental Policy Act (NEPA) including: the Stockpile
Stewardship and Management Programmatic Environmental Impact Statement
(PEIS); the Nevada Test Site Wide EIS; and the Pantex Site Wide EIS. With these
documents complete, DOE can: begin construction of the new experimental facilities
needed by the stockpile stewardship program; establish a plutonium pit production
capability at Los Alamos; downsize the manufacturing complex while maintaining
the necessary industrial capabilities to support the stockpile; conduct subcritical ex-
periments at the Nevada Test Site; and continue to safely store plutonium pits from
dismantled weapons at the Pantex plant.

The Department is in consultation with the DOD, revising and updating the
Stockpile Stewardship and Management Program (SSMP) plan, which describes in
detail our plans for maintaining the safety and reliability of the nuclear weapons
stockpile in the absence of underground testing and no new-design nuclear war-
heads production. We will provide a copy of this classified plan, known as the
“Green Book” to the Congress after the Nuclear Weapons Stockpile Plan is signed
by the President. We will continue to work closely with the DOD to refine and im-
plement this plan to meet fully the requirements of the President’s Nuclear Weap-
ons Stockpile Plan.
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Annual Certification

A primary DOE responsibility is to annually certify the safety and reliability of
the nation’s nuclear stockpile. On August 11, 1995, the President announced that
he would seek a zero yield CTBT. At that time he directed the Secretaries of De-
fense and Energy to advise him annually on the safety and reliability of the nuclear
weapons stockpile, in order to determine whether the United States should continue
to observe the CTBT or resume underground nuclear testing. The two Secretaries
are to be advised by the Nuclear Weapons Council, the Commander of the U.S. Stra-
tegic Command, and the Directors of DOE’s nuclear weapons laboratories on wheth-
er the stockpile is safe and reliable in the absence of nuclear testing.

All active and inactive weapon types have been assessed by the weapons design
laboratories and the DOD-led joint Project Officers Group. The laboratory directors
and the Commander of U.S. Strategic Command have provided their advice to the
Secretaries of Energy and Defense. The first annual certification was signed on Feb-
ruary 7, 1997, by both Secretaries certifying to the President that the stockpile is
“safe and reliable” and that “there is no need to conduct an underground nuclear
test at this time.”

STOCKPILE MANAGEMENT ACTIVITIES

The Stockpile Management Program continues its historic responsibilities to pro-
vide near term and long term support for the stockpile, and for ensuring an ade-
quate supply of tritium. It also includes new programs and procedures to deal with
the aging stockpile, which has an average age of 14 years. Along with stockpile sur-
veillance, the historic responsibilities include: normal maintenance; corrective main-
tenance and system refurbishment; and weapon dismantlement.

Almost 50 years of stockpile history have shown that continuous surveillance, re-
pair, and replacement of components and subsystems are commonplace. In fact, the
nine weapons types that will comprise the START II stockpile have already been
retrofitted to varying degrees and some have had major components of the nuclear
warhead replaced. At the present time, we cannot predict with any certainty when
stockpile problems will arise in the future, but we are addressing these issues
through our Stockpile Stewardship and Management Program. The Department is
carrying out the recommendations of the 1996 GAO report on nuclear surveillance
activities. At the requested funding level, our goal is to eliminate most backlogs in
flight and laboratory tests within two years and all backlogs prior to the end of fis-
cal year 2000.

Role of the Production Plants

The production plants at Savannah River, Pantex, Kansas City, and Oak Ridge
are essential components to the success of Stockpile Stewardship and Management.
The Department’s approach to maintain these key industrial facilities is detailed in
the final PEIS on Stockpile Stewardship and Management and supported by the
Secretary of Energy’s Record of Decision issued on December 19, 1996. While ongo-
ing production activities at the plants will help maintain production skills, to attract
and retain the next generation of technicians DOE is establishing a fellowship pro-
gram at the plants. The plants have been directed to identify prioritized needs for
the fellowship program. Their responses are due by mid-April 1997. None of the
funds will be obligated until the report required by section 3166 of the Fiscal Year
1997 Defense Authorization Act is provided to the Congress.

In fiscal year 1997 the four plants will continue to produce the replacement parts
and make the necessary repairs to support the enduring nuclear weapons stockpile.
One of the most significant accomplishments was the accelerated delivery of the con-
version kits from the Kansas City and Oak Ridge Y-12 plants for the B61 modifica-
tion 11 program. The B61 modification 11 satisfies the mission requirements of the
B53 gravity bomb. The B53 is the oldest weapon in the stockpile and does not meet
modern safety design criteria. All B53’s will be retired shortly. DOE plans to begin
dismantlement of this system by fiscal year 1999.

In fiscal year 1998 DOE expects to demonstrate a limited plutonium pit produc-
tion capability at Los Alamos, a capability the DOE has not had since the closing
of the Rocky Flats plant in 1992. In reestablishing war reserve support capability,
DOE plans to manufacture a Trident II (W-88) pit in fiscal year 1998, a Peace-
keeper (W—87) pit in fiscal year 2000 and a B61 bomb pit in fiscal year 2002. A larg-
er pit production capacity will be in place by fiscal year 2003.

Although there will be downsizing of the production plants commensurate with
the needs of a smaller stockpile, none of the plants will be closed. The Strategic
Management Restructuring Initiative (SMRI) will support implementation of the
Department’s decision to downsize in place. The SMRI program involves downsizing
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the following operations: (1) the weapons assembly/disassembly and high explosives
missions at Pantex; (2) nonnuclear components production at Kansas City; (3) weap-
ons secondary and case fabrication at Oak Ridge Y-12; and (4) consolidation of trit-
ium operations at Savannah River. We will also reestablish pit component fabrica-
tion at Los Alamos. The DOE will make use of existing facilities at the sites which
will be upgraded, repaired and or modified to meet current environment, safety and
health requirements. DOE will, through section 3161 of the fiscal year 1993 Na-
tional Defense Authorization Act, mitigate the impacts of downsizing on the affected
workers and communities.

Enhanced Surveillance

Enhanced Surveillance is an integrated program involving the four production
plants and the three weapons laboratories. In this program we will develop the pre-
dictive measures to address the maintenance needs of the stockpile. The basic goals
of the program are: to predict in advance defects that might develop in the enduring
stockpile due to aging or other reasons; develop a means to assess the safety and
reliability impacts; and to ensure that problems are corrected before they reduce
safety or reliability of the stockpile. The Enhanced Surveillance Program (ESP)
builds upon existing Defense Programs’ research and development activities, non-
nuclear testing, nondestructive evaluation/surveillance activities and will develop
new predictive models, new techniques for data analysis, and offers the possibility
of in-situ, real time, non-destructive monitoring for warheads.

The ESP focuses on six major areas: (1) materials characterization and surveil-
lance; (2) materials aging model development; (3) component surveillance and
diagnostics; (4) component performance models; (5) enhanced systems testing; and
(6) system performance models. The surveillance techniques, procedures, and models
developed in this program will be incorporated into the ongoing core surveillance
program when we are confident of their validity. With these new tools, our program
of stockpile surveillance will emphasize prediction and preventive maintenance.

The ESP is a logical step between the traditional surveillance program and the
anticipated weapons refurbishment requirements. It will be closely coordinated and
integrated with the Stockpile Life Extension Program, the Accelerated Strategic
Computing Initiative, and the Advanced Manufacturing Design and Production
Technology programs.

Stockpile Life Extension Program (SLEP)

The mission of the SLEP is to ensure continued high confidence in the perform-
ance, safety and reliability of the nuclear weapons stockpile while exercising the in-
frastructure and intellectual capabilities needed to sustain the weapons as a credi-
ble deterrent. The SLEP is a new DOE maintenance management strategy that will
continuously focus the design and manufacturing activities required to maintain all
of the stockpile warheads in a safe and reliable condition. The SLEP establishes the
activities needed to meet nuclear weapon stockpile commitments to DOD, and pro-
vides the basis for coordinating stockpile activities between DOE and DOD. It builds
on and enhances past practices to maintain a viable nuclear weapons stockpile. De-
tailed schedules for each weapon are being developed through weapon-specific DOD/
DOE Project Officer Groups.

The underpinning concept for the SLEP is “all components of a nuclear weapon
are limited life components.” The SLEP focuses and prioritizes the efforts of the
weapons complex. The Enhanced Surveillance program will provide data to better
understand material and component aging phenomena and determine the Life-limit
of components and materials. This in turn provides the needed information to deter-
mine a life extension program and sustain a safe, reliable stockpile to meet DOD
performance requirements.

The SLEP integrates stockpile management activities and establishes require-
ments and priorities to support budget and workload planning. These activities to
support the stockpile are embodied in four key functions: maintenance, surveillance,
assessment and certification, and refurbishment. The underpinning activities for
these functions rely on science and modeling based capabilities and our ability to
manufacture a reliable product.

Advanced Manufacturing, Design and Production Technology (ADaPT)

The Advanced Manufacturing, Design and Production Technologies Initiative will
provide the nuclear weapons complex with advanced capabilities for: designing, de-
veloping, and certifying components and systems; and producing, assembling, and
delivering the components and systems products. Over the next decade ADaPT will
radically change how DOE supports the nuclear weapons stockpile by infusing new
product and process technologies, and adopting state-of-the-art business and engi-
neering practices. The funding from this program to the plants and laboratories ad-
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dresses enterprise modeling, product realization, and model-based design and manu-
facturing. An example of the work done under this program is the development of
a laser-cutting workstation for application to weapon remanufacturing. In fiscal year
1997, the ADaPT program will be integrated with existing efforts in Process Devel-
opment at the production plants, and will be continued at essentially the same level
of effort in fiscal year 1998.

Dual Revalidation

Dual Revalidation is a new, robust form of peer review designed to assure both
DOE and DOD that the stockpile remains safe, secure, and reliable. Under Dual Re-
validation, two teams perform independent evaluations, the first team drawn from
the original design laboratory and the second team from the alternate laboratory.
Using archived data and performing nonnuclear tests, teams will analyze and evalu-
ate stockpiled weapons, weapons components, and weapons materials to determine
if they still meet military requirements. Dual Revalidation provides a baseline as-
sessment of the condition of the warhead today and a process to identify future
problems. The evaluation is managed by the joint DOD/DOE Project Officers Group
and is expected to take 2—3 years for each warhead type. The W-76 is the first war-
head currently undergoing revalidation. The increased involvement in and technical
understanding of the assessment process by the DOD will provide a basis for their
confidence in the stockpile, which was previously supplied by nuclear testing. This
new process will revalidate that the stockpile meets its specifications delineated in
the Military Characteristics (MCs) and Stockpile-to-Target Sequence (STS).

Tritium

An integral part of ensuring a viable stockpile is the capability to provide an ade-
quate supply of tritium, a radioactive gas required for all U.S. nuclear weapons to
operate as designed. Tritium, with a half life of 12.3 years, decays at a rate of 5.5
percent per annum. To meet current stockpile requirements, the Department is re-
cycling tritium from retired and dismantled weapons. To support the Nuclear Weap-
ons Stockpile Plan (NWSP) approved by the President on March 11, 1996, a new
tritium production source will be needed as early as 2005 to maintain the START
I stockpile and the associated 5-year tritium reserve, and to maintain the ability to
“hedge” to START I even when the START II treaty enters into force.

The Department continues to make progress on a dual track tritium strategy for
developing a reliable source of tritium to meet national security requirements. One
track includes the purchase of a commercial reactor or irradiation services. The
other track requires the development and testing of an accelerator for the produc-
tion of tritium. In addition, the FFTF is being kept on warm standby for possible
contribution to meeting tritium needs. The funds for this action is provided by the
Office of Nuclear Energy. By late 1998 the Department will have demonstrated all
major aspects of the accelerator technology and the use of tritium producing rods
in a commercial light water reactor. The procurement process will be structured so
that a contract could be placed to either purchase irradiation services or purchase
or lease a reactor. Based on these activities, DOE will have refined the cost esti-
mates for both programs. By the end of 1998, the Department, in consultation with
the DOD and OMB, will select one of these alternatives as the primary tritium pro-
duction method. The other, will comprise an assured backup capability. In an at-
tempt to meet congressional concerns about tritium supply, Secretary Pena has
promised to review the dual track time line. If the decision cannot be accelerated
to 1997, DOE will notify Congress consistent with section 3133 of the fiscal year
1997 National Defense Authorization Act. The dual track approach has the support
of the Nuclear Weapons Council.

There are no serious technical issues associated with the production of tritium in
a light water reactor, but there are regulatory and licensing steps to be taken. The
Department and the Nuclear Regulatory Commission (NRC) signed a Memorandum
of Understanding last May governing the interaction between the two agencies for
target qualification and NRC reactor licensing activities. On February 7, 1997, the
DOE announced that the TVA Watts Bar Nuclear Plant 1 was selected as the host
utility for the Lead Test Assembly. The Watts Bar test involves placement of 32 spe-
cially designed twelve-foot “target” rods into four of the nearly two hundred regular
fuel assemblies in the plant’s reactor core. These targets, which contain no uranium
or plutonium, are designed to replace a standard component of reactor fuel assem-
blies. During the plant’s normal 18-month operating cycle, the rods will produce and
retain small amounts of tritium. Following the test, the rods will be shipped by DOE
carrier to the Pacific Northwest National Laboratory for disassembly and examina-
tion.
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Previously, DOE has tested smaller rod segments in one of its test reactors with
excellent results. The Watts Bar test is intended to confirm those results using rods
of the same length as those now typically used in commercial reactors. Additional
target qualification studies are needed to support regulatory and owner approval for
their use in commercial reactors.

The Department has issued a Draft Request for Proposals (RFP) for the purchase
of one or more commercial light water reactors or irradiation services. A final RFP
is scheduled for release in April with utility responses due in June. The DOE ex-
pects to make a preliminary selection of one or more utilities early in 1998.

With regard to the accelerator alternative, there are several features and portions
of the technology that need to be demonstrated at production power levels and the
cost of design, construction and operations needs to be refined. The exploration of
the accelerator concept includes: a development effort to select between technical al-
ternatives; testing to establish performance and reliability; the use of industry for
conceptual and engineering design and, if built, construction and commissioning.
These efforts will narrow the design, cost and schedule uncertainties.

Last year the Department selected a prime contractor, Burns and Roe Enterprises
Inc., teamed with General Atomics to add to the Los Alamos and Savannah River
team. Los Alamos has completed the construction of the first test items for the ac-
celerator and others are being manufactured. The first of the accelerator compo-
nents, an injector, is being tested and exceeding performance specifications. Thou-
sands of samples of materials, welds, and structures have been or are being irradi-
ated to confirm choices and projections of performance for materials for the so-called
“target-blanket” the part of the plant in which the tritium would actually be made.
First results of these tests are currently being analyzed. The design of the accelera-
tor has been favorably reviewed by two external review groups. The combined team
has produced a Draft Conceptual Design report and an associated cost estimate,
which is under intense review by the prime contractor and the Department. The De-
partment is on track for issuing a final Conceptual Design Report in April of this
year. We have made excellent progress on the schedule, and with the increased
funding in fiscal year 1996 and fiscal year 1997 provided by the Congress. We have
been able to advance some of the technology demonstrations, which are key to prov-
ing the concept and making an informed decision in late 1998.

Transportation of Special Nuclear Materials

The transportation of special nuclear materials remains an important element of
stockpile management as a result of weapons dismantlement and the restructuring
and consolidation of military bases in the United States. The Department provides
for the transportation of special nuclear materials, nuclear weapons, and weapons
components throughout the continental United States via specially designed safe,
secure tractors and trailers (SST’s).

The Department has accumulated more than 83 million miles of over-the-road ex-
perience with no accidents causing a fatality or release of radioactive materials, and
without damage or compromise of the cargo. Much of this can be attributed to the
well managed, highly trained, competent, and dedicated work force of more than 260
couriers with nationwide secure communications. In addition, largely due to our spe-
cialized in-house training capability, the nuclear material couriers are one of the
most highly effective protective forces in the world. Seventeen new trailers called
Safe Guard Transporters (SGT), incorporating the latest advances in materials and
transportation technology, are currently being built at the Kansas City Plant.

Dismantlement

Since the end of World War II, the Department and its predecessors have dis-
assembled some 55,000 nuclear warheads in a safe, secure, and an efficient manner.
In fiscal year 1996, 1,064 weapons were dismantled at the Pantex Plant. We expect
to dismantle the 944 nuclear weapons in fiscal year 1997 and 1,200 weapons in fis-
cal year 1998. The Pantex dismantlement workload is expected to remain stable for
the next few years as we reduce the nuclear stockpile consistent with our arms con-
trol commitments.

Emergency Response

The Emergency Response program is a national capability that provides critical
technical expertise necessary to resolve any major radiological emergency or nuclear
accident within the United States and abroad. The all-volunteer force that makes
up the cadre of deployment forces is mostly from the nuclear weapons laboratories.

While a nuclear weapon accident is extremely unlikely, we are prepared to effec-
tively mitigate the consequences of an accident. We are in the final planning stages
for a full field training exercise scheduled for late May, where, for the first time
ever, the DOE will exercise its responsibilities as the lead federal agency in provid-
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ing command and control as well as the necessary technical expertise to resolve the
accident.

The Department plays a vitally important support role in combating acts of nu-
clear terrorism, through its Nuclear Emergency Search Team (NEST). NEST pro-
vides the FBI with the operational and technical assistance in response to a terror-
ist nuclear or radiological dispersal threat in the United States, and supports the
State Department in a similar role overseas. We have vigorously pursued updating
this program based on the available intelligence to counter the current nuclear
threat and trends in these activities. Our present and near term activities include
continuance of in-depth contingency planning, rigorous training, a challenging inter-
agency exercise program, and pursuit of much needed improvements in the areas
of nuclear search, diagnostics, device assessment, and disablement capabilities.

STOCKPILE STEWARDSHIP

The Stockpile Stewardship program addresses the issue of maintaining confidence
in stockpile safety and reliability without nuclear testing through a technically chal-
lenging science-based program utilizing upgraded or new experimental and com-
putational capabilities. The program continues major initiatives in high energy den-
sity research with lasers and accelerated research and development in advanced
computations to acquire and use data to improve predictive capabilities—the foun-
dation of the science-based approach. Major new experimental facilities are planned
to expand and enhance the scientific and engineering base for stockpile stewardship,
and to assure that we can continue to attract and retain the high quality personnel
needed to make the scientific and technical judgements related to the safety and re-
liability of the stockpile in the absence of underground nuclear testing.

The highly qualified laboratory staffs continue to make valuable contributions to
solving scientific problems using knowledge and technologies from the weapons pro-
grams. One example is a program called Peregrine. Based on the computer codes
developed by the weapons labs to show how radiation affects materials, Peregrine
promises to provide the medical community with a more efficient and effective meth-
od of administering radiation therapy to cancer patients. Research is conducted in
collaboration with Stanford University, Memorial Sloan-Kettering Cancer Center,
Harper Hospital (Detroit) and other cancer research centers. Peregrine with its en-
hanced modeling and computing capability is expected to provide more precise and
successful treatment of complicated tumors around eyes, sinuses, neck, mouth and
in and around the lungs. We are discussing with the DOD the possibility of provid-
ing this technique to cancer patients in military hospitals. Peregrine will continue
to benefit from computing advances made by the ASCI program.

Advanced Experimental Capabilities

The proposed National Ignition Facility (NIF) is designed to produce, for the first
time in a laboratory setting, conditions of temperature and density of matter close
to those that occur in the detonation of nuclear weapons. The ability to study the
behavior of matter and the transfer of energy and radiation under these conditions
is key to understanding the basic physics of nuclear weapons and predicting their
performance without underground nuclear testing. Experiments at the NIF will pro-
vide data essential to test the validity of computer based predictions and dem-
onstrate how aged or changed materials in weapons could behave under these
unique conditions. Two JASON panels, which are comprised of scientific and tech-
nical national security experts, have stated that the NIF is the most scientifically
valuable of all programs proposed for science-based stockpile stewardship.

The NIF project currently has about 300 persons involved in design and project-
specific research and development. Title I design work for the facility is now com-
plete. During the Title I process the design was refined for the Lawrence Livermore
site with additional experimental capabilities added. This has increased the total
project costs by $125.3 million. NIF will now be constructed so that the first bundle
of eight lasers will be available for experiments two years before the project is com-
plete. The project will begin site preparation work in fiscal year 1997 which will
allow major construction to begin in fiscal year 1998 and project completion by the
third quarter of fiscal year 2003.

The fiscal year 1998 budget request includes $31 million in operations and main-
tenance funds for NIF. These funds will enable industry to produce components (op-
tics) for NIF. The fiscal year 1998 budget also requests $876 million, full funding
for NIF construction under the Defense Asset Acquisition Account, though the
planned obligations during fiscal year 1998 will only be $198 million. The balance
of the funds will be obligated annually throughout the construction period until
project completion in fiscal year 2003.
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Current hydrodynamic testing facilities, the Pulsed High Explosive Radiographic
Machine Emitting X-rays (PHERMEX) at the Los Alamos National Laboratory
(LANL) and the Flash X-Ray facility (FXR) at Lawrence Livermore National Labora-
tory (LLNL), were adequate to meet the challenges of stockpile stewardship in con-
junction with nuclear testing. In the absence of nuclear testing, however, more capa-
ble hydrodynamic testing facilities such as the Dual Axis Radiographic Hydro-
dynamic Test (DARHT) Facility are needed. Through its dual-axis, multi-time view-
ing capability, the DARHT facility will provide crucial experimental data on many
of the warheads in the stockpile and will directly support performance and safety
revalidation, enhanced surveillance, and an improved predictive capability. Further-
more as the most capable hydrodynamic testing facility in the complex, the DARHT
facility will play a central role in developing advanced technologies for a potential
next-generation Advanced Hydrodynamics Test Facility. Construction on DARHT
was resumed last May following dissolution of the federal court injunction which
had halted all actions associated with the facility. The fiscal year 1998 request for
DARHT totals $46 million: $22 million to complete construction of the first arm of
the facility and the balance to complete the engineering and design of the second
arm.

The Atlas facility, to be constructed at Los Alamos National Laboratory, is an-
other new experimental facility needed by the stockpile stewardship program. The
facility provides a pulsed power experimental capability to address primary and sec-
ondary weapons physics in an energy rich, high energy density environment. Con-
struction of Atlas is scheduled to begin later this year. The fiscal year 1998 budget
includes $14 million. The funds will be used to continue long lead procurement, com-
plete building modifications, and to install Atlas pulsed power equipment.

The Los Alamos Neutron Science Center (LANSCE), while not a new facility, is
the most powerful neutron research facility in the world, providing an intense
source of pulsed neutrons for experiments supporting national security and civilian
research. Neutrons are unique and valuable probes of matter on scales ranging from
the subatomic to complex materials. At low energies, neutrons are used to study
many critical weapons materials issues. At higher energies, neutrons probe the
small-scale structure of atomic nuclei, which is important for studies of nuclear
weapons processes. At the very highest energies, neutrons can penetrate very thick
materials providing unique surveillance capabilities. This capability will be impor-
tant in supporting the enduring stockpile and anticipating rather than reacting to
problems in the stockpile.

Accelerated Strategic Computing Initiative (ASCI) Computations and Information
Management.

The Accelerated Strategic Computing Initiative (ASCI) and Stockpile Computing
is a key element of the SSMP that will provide the critical advanced simulation
tools needed for ongoing and future certification and assessment of the safety and
reliability of the weapons in the stockpile. These tools will support weapons design-
ers and analysts who will use them to certify and assess the safety and reliability
of the nuclear weapons. The future role of simulation has already been dem-
onstrated in the assessment of the W76 issue.

Aging issues drive the size of the simulation capabilities required. During the de-
sign phase for the weapons in today’s stockpile, limitations in simulation and com-
puting were overcome by keeping the designs consistent in 2 dimensions and
through the extensive use of underground testing. We already know that the aging
issues we will encounter will not be so accommodating. Cracks, gaps and material
degradation are 3D effects which will require significantly more simulation capabili-
ties that previously existed. A simple calculation of the computing power needed to
support 3D, additional resolution, more complete physics simulation shows that a
computer running at well over 100 trillion floating points operations per second
(TeraFLOPS) is required.

In addition, this level of simulation capability will be required in the 2004 time
frame to allow “test-based” weapons analysts to validate that the simulations accu-
rately reflect the “real world”. The 2004 time frame is critical because that is when
we will have lost half of the current “test-based” designer and analyst capability.
These designers and analysts are considered “master craftsmen and women” who
have earned that status by learning and understanding scientific issues associated
with nuclear weapons and then checking themselves with an extensive program of
underground tests. They are “masters” at using a tool set (which included under-
ground testing) to certify weapons and assess safety and reliability issues. With the
loss of underground testing, these “masters” are now required to continue to do
their jobs of certification and assessment with a new tool set, in which a major com-
ponent will be large scale, complex simulations. It is critical that this group of de-
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signers and analysts validate that the new simulation tools allow them to continue
to have confidence in the weapons even in the absence of underground testing.

While the simulation capabilities provided by ASCI in the near-term will signifi-
cantly improve our ability to certify and assess weapons without testing, at least
100 TeraFLOPS are required before full system performance and safety simulation
are possible. This level is a critical threshold needed for validation. The simulation
capabilities in excess of 100 TeraFLOPS are required before the simulation tools are
robust enough to be meaningful, and these “robust” tools must be available by 2004
so that the Department can make a smooth transition away from “test-based” cer-
tification and assessment. The Accelerated Strategic Computing Initiative (ASCI) is
designed to provide this level of simulation capabilities in the time frame required.

With the increased funding provided by the Congress in fiscal year 1997, we are
initiating work on at least 3 additional aging codes focussed on critical weapon initi-
ation sequences, expanding joint work with the computer industry to fund large
scalable memory capability on Option Red (1 TeraFLOPS) and Option Blue (3
TeraFLOPS) computers, and by increasing alliances with universities. The fiscal
year 1998 program growth of $53.2 million will be used to sustain this momentum
by executing activities in the current program plan, including critical performance
and safety code development activities and pushing the capabilities of computer
hardware.

We also have seen some significant achievements in simulation in fiscal year
1997. This year has seen the delivery of the largest computer in the world to sup-
port Stockpile Stewardship. On December 4, 1996 the Intel Corporation broke the
long standing 1 TeraFLOPS barrier. This and the follow-on computers are intended
to move the simulation capabilities to the 100 TeraFLOPS level by 2004. ASCI code
development has also shown a great deal of promise. Even though ASCI is only one
and one half years old, the eleven code projects have made significant progress mov-
ing the simulations from 2D to 3D and on to parallel computers. This has lead to
a better understanding of the challenges involved with simulation of aging and re-
manufactured weapons.

The ASCI simulation capabilities will link the experimental data from the Above-
ground Experimental facilities (AGEX), archival nuclear test data, and improved sci-
entific understanding to provide high-confidence predictive simulation capabilities
needed to support decisions about the enduring stockpile. ASCI and Core Computa-
tions and Modeling supports another element of SSMP, the Stockpile Life Extension
Program (SLEP), by providing simulation capabilities needed to predict require-
ments for replacement of aged components and to ensure that those replacements
do not introduce new problems into the stockpile. Finally, ASCI complements and
accelerates the ongoing efforts of the Defense Programs core research program for
advances in physics, material sciences, and computational modeling. ASCI’s com-
putational advances will benefit other applications including: global climate model-
ing, medical and drug design each improving the quality of life.

Core Computations and Modeling are the activities, principally at the three weap-
ons laboratories, that address current stockpile operational and maintenance re-
quirements. We will provide clear, effective and integrated planning to incorporate
the new capabilities developed through ASCI into the central stockpile computing
environment. As the Stockpile Stewardship PEIS and the Stewardship Management
Plan are implemented, we will develop a Defense Programs Information Architec-
ture to meet current and future needs. This architecture will be integrated with the
DOE, DOD and other information systems.

Test Readiness

President Clinton established a set of Safeguards under which U.S. adherence to
the Comprehensive Test Ban Treaty is conditioned. These safeguards include main-
tenance of the basic capability to resume nuclear testing activities should the Unit-
ed States deem it necessary. To this end, the Department maintains the necessary
infrastructure of the Nevada Test Site and the specialized facilities, equipment and
skilled personnel required for nuclear testing. The Department has requested $157
million in fiscal year 1998 to maintain test readiness. The safe execution of a nu-
clear test requires a complex series of operations that exercise several areas of ex-
pertise including: nuclear explosive design and fabrication; diagnostic instrument
design; emplacement and calibration; radioactive material containment; timing and
firing, data recording, etc. Certification of the personnel and equipment to accom-
plish these operations will be assured by a number of ongoing and planned experi-
mental activities utilizing both the Nevada Test Site and weapon laboratory facili-
ties. The majority of these nuclear test-related operations, however, will be exercised
through the Department’s subcritical experiments at the NTS.
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Subcritical experiments use high explosives to evaluate nuclear weapon materials
(such as plutonium) by studying their behavior under extreme pressure conditions.
The experiments are designed so the nuclear material will remain subcritical. In
other words, there will be no self-sustaining nuclear chain reaction created and,
thus, they are consistent with the Comprehensive Test Ban Treaty (CTBT). These
experiments will provide currently scarce empirical data on the high pressure be-
havior of weapon materials, realistic benchmark data on the dynamic, nonnuclear
behavior of components of today’s stockpile, the effects of remanufacturing tech-
niques, the effects of aging materials, and other technical issues. Improving our
basic knowledge of the science of plutonium through these experiments is an essen-
tial part of our program of stockpile stewardship without nuclear testing. The De-
partment is planning to conduct two of these subcritical experiments in fiscal year
1997 and expects to conduct four experiments in fiscal year 1998.

In the interest of transparency and building public confidence, the Department re-
quested the JASON’s to review the first two planned subcritical experiments and
the results of the Department’s internal evaluations of their potential for criticality.
The JASON’s have completed their review and stated that: “These particular experi-
ments will add valuable scientific information to our data base relevant to the per-
formance of our nuclear weapons, and that there is no conceivable scenario in which
these experiments lead to criticality. Therefore these experiments are consistent
Vfégé ’!;he provisions of the CTBT signed by President Clinton on September 24,

Technology Transfer

The technology transfer program is designed to advance a broad range of critical
weapons core competencies by leveraging the vast resources of the private sector,
to cost share the development of the best, most efficient, and affordable technologies
needed to meet the objectives of the Stockpile Stewardship and Management pro-
gram. The majority of the activities are partnership called Cooperative Research
and Development Agreements (CRADA’s) which have been selected on the basis of
their contribution to the advanced technology needs of the weapons complex. These
technology partnerships are supportive of a number of Defense Programs Initiatives
including the ADaPT and ASCI.

In fiscal year 1997 Congress provided an additional $10 million for Technology
Transfer activities with direction to increase efforts in support of the American Tex-
tile Partnerships (AMTEX) and the Advanced Computational Technology Initiative
(ACTI) partnerships. We also plan to support AMTEX at $10 million and ACTI at
$5 million in fiscal year 1997. We plan to support the Partnership for a New Gen-
eration of Vehicles (PNGV) program at approximately $10 million through the use
of prior year balances and Weapons Support Agreements. The fiscal year 1998 budg-
et continues these activities at the following levels: AMTEX—$5.5 million, ACTI—
$12 million and PNGV—$7.5 million.

FISCAL YEAR 1998 BUDGET SUMMARY

The Defense Programs request for fiscal year 1998 totals $5.1 billion, of which
$3.6 billion is for Weapons Activities operation and maintenance account ($1.4 bil-
lion for stockpile stewardship, $1.8 billion for stockpile management and $303 mil-
lion for Program Direction). The Defense Programs is also requesting $1.5 billion
for the Defense Asset Acquisition account, including $1,034.2 million for the transi-
tion to full construction funding. Overall, the Defense Programs request represents
an increase of $1.2 billion above the fiscal year 1997 appropriation. The increase is
entirely for construction of new facilities and is primarily due to the inclusion of full
funding in the fiscal year 1998 request. Without the required budget authority to
fully fund construction projects, the fiscal year 1998 funding level would be $4.0 bil-
lion, a 3.4 percent increase over the fiscal year 1997 appropriation.

Beginning in fiscal year 1998, Defense Programs will be funded from two appro-
priation accounts: (1) Weapons Activities Operations and Maintenance; and (2) the
Defense Asset Acquisition. This change is consistent with the Administration’s cre-
ation of Defense Asset Acquisition accounts across DOE to improve Department-
wide planning and decision making for asset acquisition. This new account provides
obligational authority for expenditures on all current year construction projects, as
well as providing “up front” budget authority for new projects. This approach will
promote more effective project planning, budgeting, and management by helping to
ensure that all costs and benefits are evaluated when decisions are being made
about providing resources. In fiscal year 1998, the transition year, budget authority
is requested to complete all ongoing projects begun in prior years. The transition
to up front budget authority does not affect the annual obligations profile or antici-
pated outlays.
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120 DAY STUDY

Section 3140 of the Fiscal Year 1997 National Defense Authorization Act and Sec-
tion 302 of the Fiscal Year 1997 Energy and Water Development Appropriation Act
requires the Secretary of Energy to develop a plan to reorganize the field activities
and management of the Defense Programs activities. DOE’s report must identify all
significant functions performed at operations and area offices and make rec-
ommendations as to where those functions should be performed.

The Department contracted with the Institute for Defense Analyses (IDA) to take
a fresh look at the management structure of Defense Programs, to establish a base-
line of functions and responsibilities and where they are performed, and to develop
realignment options for DOE to consider in developing a reorganization plan.

IDA has completed their study and is preparing their final report. The Depart-
ment is reviewing IDA’s draft report and will prepare a report to Congress which
will recommend specific organizational changes.

CONCLUSION

The United States faces a broad array of national security challenges as we enter
the 21st century. The Department of Energy is committed to using all of its unique
and valuable people, plants and laboratories to address the many challenges that
will arise. We view stockpile stewardship and stockpile management as a single, in-
tegrated program. The critical capabilities and competencies of both the weapons
laboratories and production plants must be maintained in the national security in-
terest. The Department will work with the Congress to ensure that a complete and
integrated set of capabilities and appropriate manufacturing capacity is maintained.
Through a strong Stockpile Stewardship and Management Program the DOE will
be a strong partner with the DOD in maintaining our country’s nuclear deterrent.

STATEMENT OF KENNETH BAKER

Senator DOMENICI. We are going to proceed, as I indicated to the
statements of two other witnesses. Mr. Baker, you may proceed.

Mr. BAKER. Good morning, Mr. Chairman. It is a pleasure to ad-
dress you today as the Acting Director of the Office of Nonprolifera-
tion and National Security at the Department of Energy.

I have a brief statement and request my formal statement be
submitted for the record.

The worldwide proliferation of weapons of mass destruction, or
WMD, and their delivery systems, has emerged as one of the most
serious dangers confronting the United States. In November 1994,
and every year since, President Clinton declared such proliferation
as a national emergency that must be addressed as one of the U.S.
Government’s highest priorities.

I would like to report that we have been and will continue to
work at a rapid pace to confront this critical national security
issue.

Today, I will discuss some of the key programs and the progress
we have made, as well as new initiatives.

OUR SUCCESSES AND PLANNED ACTIVITIES

Our commitment to serving our Nation’s security involves pre-
venting the spread of WMD materials, technology and expertise;
detecting the proliferation of WMD worldwide; reversing the pro-
liferation of nuclear weapons capabilities; and responding to emer-
gencies.

We particularly draw upon 50 years of science and technology ex-
pertise resident throughout the DOE National Laboratory complex
to help us to achieve these goals.
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MATERIAL PROTECTION, CONTROL, AND ACCOUNTING [MPC&A]

Our program of cooperation between DOE laboratories and the
nuclear facilities in Russia and the New Independent States to im-
prove protection, control, and accounting of weapons-usable nuclear
materials is yielding dramatic results.

When I testified 2 years ago, I was able to show you security up-
grades at one facility in Russia. Today, I am happy to say that the
program has expanded to over 40 facilities in the Soviet Union,
where cooperation is now underway to improve security for hun-
dreds of tons of weapons-usable materials.

As you can see from the map of the former Soviet Union, sir—
and I have a book for you that I will pass out along with the map—
we are working in five different sectors: Ministry of atomic energy
civilian complex, MINATOM; MINATOM’s defense complex; the
independent civilian sector; the non-Russian New Independent
States sector; and the naval nuclear fuel sector.

Our work in 1997 will address all known facilities in the former
Soviet Union that contain weapons-usable nuclear material.
Through this critical program, we are working to improve security
for approximately 1,200 metric tons of highly enriched uranium,
and 200 metric tons of plutonium in the former Soviet Union.

We are also working with the Russian Navy and the icebreaker
fleets to protect fresh navy reactor fuel, which could also be used
in nuclear weapons.

Our work in 1998 will accelerate our ongoing efforts and expand
to address broader Russian naval fuel protection and improve the
protection, control, and accounting of Russian nuclear materials
during transport.

By the end of fiscal year 1998, we expect to have completed
MPC&A work at 25 facilities.

Senator DOMENICI. What does that mean? How does that work?

Mr. BAKER. DOE is working at over 40 facilities right now and
25 of them will be completely done, finished by the end of fiscal
year 1998.

Senator DOMENICI. And that means, what?

Mr. BAKER. That means we can turn them back over to the Rus-
sians to monitor. We have all of the equipment in. And the facili-
ties meet our standards, as far as security goes.

Senator DOMENICI. So, that means, we do not have this potential
that we have—had 3 or 4 years ago, of these special nuclear mate-
rials floating around

Mr. BAKER. Yes, sir.

Senator DOMENICI [continuing]. Being undetected, uninventoried,
nobody knows where it is, and the likes.

Mr. BAKER. Yes, sir.

Senator DOMENICI. That is what we are talking about.

Mr. BAKER. Yes; this means completing step No. 1—protecting
material at its source.

Senator DOMENICI. Please proceed.

Mr. BAKER. Some of my staff have just returned from Obninsk,
Russia, after having participated in the first Russian International
Conference on Nuclear Material Control and Accounting.
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This historic conference, last week, was extremely successful,
drawing participation from over 250 Russians from nearly all the
Russian facilities in Russia, as well as other representative coun-
tries.

At this conference, Russian Minister of Atomic Energy, Victor
Mikhaylov, expressed his commitment to modernizing safeguards
and security for the Russian nuclear materials, noting that Russia
is financing a substantial amount on the MPC&A upgrades in Rus-
sia.

It is clear, not only from the extensive support from the con-
ference by the Russian Government, but also by the high quality
discussion at the conference that there is serious dedication to the
improvement of nuclear materials safeguards and security in Rus-
sia.

This new, developing safeguards culture is important evidence of
the success of the Department of Energy’s program of MPC&A and
its improvements.

Senator DOMENICI. And it is also a tribute to the laboratories
who are doing the work for you.

Mr. BAKER. Yes, sir; the laboratories are doing the work, and the
entire government, really.

INITIATIVES FOR PROLIFERATION PREVENTION [IPP]

Similar to the MPC&A program and just as successful, is the Ini-
tiatives for Proliferation Prevention Program, or IPP, that seeks to
draw scientists, engineers, and technicians from the former Soviet
Union’s nuclear, chemical, and biological weapons programs into
long-term commercial ventures, thereby working to reduce the po-
tential for brain drain to proliferant states or organizations.

These commercial ventures have engaged over 2,700 former
weapons scientists in cooperative projects that involve 10 DOE Na-
tional Laboratories, and a coalition of over 75 U.S. corporations and
universities, and over 70 weapon institutes in the former Soviet
Union.

We project these numbers will increase tremendously through
1998.

In 1995, sir, we had engaged 2,200 scientists. By the end of 1998,
we expect to engaged 5,100 scientists.

Senator DOMENICI. Tell me that again.

Mr. BAKER. In 1995, in this IPP program, we had 2,200 scientists
at work. At the end of 1998, we expect 5,100 Russian scientists will
be employed in other things besides building nuclear weapons.

Senator DOMENICI. Does that mean that they probably are going
to be paid salaries, and——

Mr. BAKER. Yes, sir.

Senator DOMENICI. From what you know.

Mr. Baker. Yes, sir; they are going to be paid.

Senator DOMENICI. That sounds like a funny question, but it is
a pretty serious question.

Mr. BAKER. Yes, sir; and they are going to be paid.

We also have 75 U.S. corporations involved in this program. By
the end of 1998, we expect to have 100 U.S. corporations.

In 1995, we had 75 institutes. And at the end of 1998, we expect
it to be 120. Again, a very successful program.
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OTHER KEY PROGRAMS

My office plays a key role in supporting the U.S. efforts to mon-
itor and verify a Comprehensive Test Ban Treaty. We are develop-
ing technologies that will detect nuclear explosions underground,
underwater, or in the atmosphere.

If such an explosion does occur, these technologies can detect, lo-
cate, and identify its source.

This summer, the Air Force will be launching, for us, our FORTE
small satellite, which will demonstrate improved ability to detect
and characterize the electromagnetic pulses from nuclear explo-
sions in the atmosphere, an important aspect of our treaty monitor-
ing capability.

CHEMICAL AND BIOLOGICAL NONPROLIFERATION PROGRAM

This year, we began a new Chemical and Biological Nonprolifera-
tion Program that seeks to leverage the chemical and biological
science capabilities of the national laboratories and to develop tech-
nologies to detect, characterize, and facilitate decontamination of
chemical and biological threat agents. In 1998, we plan to expand
our emergency management and response capabilities to effectively
respond to chemical and biological incidents.

Our program to counter nuclear smuggling is part of a partner-
ship with other Federal agencies that overlays barriers to illegal di-
version of fissile and radiological materials at its source; detection
and interdiction of materials during transit and at international
borders; and response to threatened or actual use of these mate-
rials. We have just completed work on an overall program plan for
nuclear smuggling that I will pass out to your staff, sir. This will
direct a rigorous nuclear safeguards and security program for the
Department to counter nuclear smuggling.

In fiscal year 1997, we have demonstrated the ability of the na-
tional laboratories to determine the source of smuggled nuclear ma-
terials through nuclear forensic techniques.

In 1998, we plan to provide customized versions of the equipment
now used at DOE facilities to improve security at U.S. borders and
we expect to develop highly portable and inexpensive radiation de-
tection technology for city and State law enforcement and other
emergency personnel.

Finally, our intelligence program continues to focus the DOE’s
laboratory experience in nuclear weapons design and production to
improve nuclear weapon foreign intelligence information and tech-
nical analyses on the emerging national security issues of today.

In concert with this extensive international program, we are re-
sponsible for a wide range of activities to accomplish nonprolifera-
tion and national security goals in the United States.

These activities include: directing a nuclear safeguards and secu-
rity program for the entire Department of Energy complex; thereby,
ensuring that our own facilities are secure, and that our own nu-
clear materials, technology, and expertise are protected; declassify-
ing millions of departmental documents while protecting critical
national security information; maintaining a security investigations
program for both Federal and contractor employees of the Depart-
ment; and managing and strengthening the Department’s emer-



24

gency management and response capability, and providing assist-
ance to other Government agencies, as well as State, tribal, and
local governments.

Our budget request for fiscal year 1998 generally reflects an in-
crease in nonproliferation activities with the Soviet Union in the
MPC&A program, increasing the chemical and biological weapons
nonproliferation and counter nuclear smuggling initiatives, and
supporting our program staffing requirements.

CONCLUSION

Preventing the spread of weapons of mass destruction is a criti-
cal national interest and a global security issue. We are proud to
be one of the leaders working aggressively with Congress and other
agencies of the U.S. Government and in the international commu-
nity to make the world a safer place for all.

PREPARED STATEMENT

Thank you for your time. I will be happy to answer any questions
that you may have, sir.
[The statement follows:]

PREPARED STATEMENT OF KENNETH E. BAKER

Good morning Mr. Chairman and members of the subcommittee. It is my pleasure
to address you today as the Acting Director of the Office of Nonproliferation and
National Security at the U.S. Department of Energy (DOE).

PROLIFERATION CHALLENGES FACING THE UNITED STATES

The worldwide proliferation of Weapons of Mass Destruction (WMD) and their
missile delivery systems has emerged as one of the most serious dangers confronting
the United States. In November 1994 and every year since, President Clinton has
stated that, “The proliferation of weapons of mass destruction continues to pose an
unusual and extraordinary threat to the national security, foreign policy, and econ-
omy of the United States.” The President also declared the proliferation of nuclear,
biological, and chemical weapons and of the means of delivering such weapons a na-
tional emergency through Executive Order 12938.

As one of the United States Government’s highest priorities, we must proactively
address this problem that has broad consequences for international security and sta-
bility. At least 20 countries—some of them hostile to the United States—already
have or may be developing WMD through the acquisition of dual-use technology, in-
digenous development and production, and/or support from rogue supplier states.
Additionally, safety and security of existing nuclear weapons and materials are of
increasing concern as economic and social pressures mount in countries such as
Russia, Ukraine, Kazakstan and Belarus.

With the breakdown of the protection systems that secured nuclear materials in
the former Soviet Union, states and subnational groups that do not have their own
nuclear material production facilities or civilian nuclear programs may obtain nu-
clear materials through theft and smuggling. This illicit path to proliferation has
become an area of great concern and attention for the national security community.

Additionally, we must be concerned with the growing threat from terrorism and
the potential use of nuclear, chemical, or biological weapons. As we have seen over
the past year, terrorist groups are showing a greater capability to use large-scale
weapons to achieve their goal—chemical weapons were used by terrorists in Japan
for example. The United States must have programs in place to combat and prevent
these kinds of weapons from being acquired or used.

ROLE OF THE DEPARTMENT OF ENERGY AND THE OFFICE OF NONPROLIFERATION AND
NATIONAL SECURITY

The Department of Energy and the Office of Nonproliferation and National Secu-
rity continue to demonstrate to the world community the Administration’s commit-
ment to nonproliferation and reducing the threat from Weapons of Mass Destruction
(WMD). Our responsibility to reduce the danger to U.S. national security from such
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weapons involves preventing the spread of WMD materials, technology, and exper-
tise; detecting the proliferation of WMD worldwide; reversing the proliferation of nu-
clear weapons capabilities; and responding to emergencies. We particularly draw
upon 50 years of science and technology expertise resident throughout the DOE Na-
tional Laboratory complex to help us achieve these goals. Today, I would like to
highlight some of our key programs as well as new initiatives.

The Material Protection, Control, and Accounting (MPC&A) program in the
former Soviet Union (FSU) seeks to provide enhanced protection and security for
weapons-usable nuclear materials in FSU facilities, cooperatively strengthen indige-
nous MPC&A systems, and develop more effective standardized regulatory pro-
grams. This MPC&A program is part of our overall Arms Control and Nonprolifera-
tion effort that also seeks to limit the use of fissile materials worldwide, establish
transparent and irreversible nuclear arms reductions, strengthen the nonprolifera-
tion regime, and control nuclear related exports.

The Initiatives for Proliferation Prevention program, formerly known as the In-
dustrial Partnering Program, draws scientists, engineers, and technicians from the
FSU nuclear, chemical, and biological weapons programs into commercial ventures.
Through this program, we are able to reduce the potential for “brain drain” to
proliferant states or organizations and provide long term employment for these sci-
entists in non-weapons work. Additionally, the program facilitates broad access of
U.S. laboratory personnel to FSU chemical, biological, and nuclear weapons facilities
encouraging openness and transparency. Cooperative projects involving the ten larg-
est DOE National Laboratories, a coalition of 75 U.S. corporations, and over 70
weapons institutes of the nuclear inheritor states of the former Soviet Union have
engaged more than 2,700 former weapons personnel in the FSU.

Our Nonproliferation and Verification Research and Development program is
dedicated to conducting applied research, development, testing, and evaluation of
science and technology for strengthening the United States response to the threats
to national security and to world peace. The program focuses its activities on the
development, design, and production of operational sensor systems needed for pro-
liferation detection, treaty monitoring, nuclear warhead dismantlement initiatives,
and support to intelligence activities.

The Chemical and Biological Nonproliferation Program complements our signifi-
cant effort in nuclear weapons nonproliferation. By leveraging the Department’s
more than $1 billion investment in chemical and biological sciences, our program
seeks to complement efforts of the Department of Defense, the Public Health Serv-
ice, and other U.S. Government agencies. The program supports long term research
and development and near term technology prototyping to address mission needs in
counterterrorism, military operations, and policy and treaty support.

In concert with our international activities, we are responsible for wide-ranging
activities to accomplish nonproliferation and national security goals in the United
States. These activities include: (1) directing a rigorous nuclear safeguards and se-
curity program for the entire Department of Energy complex, thereby ensuring the
demonstrated security of our own nuclear materials, technology, and expertise; (2)
declassifying millions of Departmental documents while protecting critical informa-
tion that has the potential to facilitate the proliferation of weapons of mass destruc-
tion; (3) maintaining a security investigations program for both Federal and contrac-
tor employees of the Department; and (4) managing and strengthening the Depart-
ment’s emergency management and response capability and providing assistance to
other government agencies as well as state, tribal, and local governments.

The Office of Nonproliferation and National Security also supports the President’s
Commission on Critical Infrastructure Protection to address growing concerns about
domestic terrorist activities and both physical security and cyber threats to eight in-
frastructures that are increasingly dependent on technology and information (Tele-
communication, Electrical Power Systems, Gas and Oil, Banking and Finance,
Transpor)tation, Water Supply Systems, Emergency Services, and Continuity of Gov-
ernment).

Finally, through our Counterintelligence Enhancement Initiative, we are redou-
bling efforts to protect sensitive national security technologies, expertise, and infor-
mation from foreign intelligence services. We have increased our counterintelligence
presence in the field, expanded awareness and training, and are aggressively pursu-
ing counterintelligence leads and anomalies.

OUR SUCCESSES AND PLANNED ACTIVITIES

Over the past year, the Office of Nonproliferation and National Security has
achieved major successes in nonproliferation. I would like to highlight five particu-
lar areas of which I am personally very proud of our achievements.
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In 1996, the Material Protection, Control, and Accounting program secured hun-
dreds of tons of weapons-usable materials at over 35 facilities in Russia and other
states of the former Soviet Union. Cooperation is now underway at over 40 locations
in Russia, and expanded cooperation in 1997 will include all weapons-usable nuclear
material at all known facilities in the FSU, accelerated work with the Russian
Navy, the addition of four new Ministry of Atomic Energy (MINATOM) facilities,
and accelerated transportation security enhancements. Fiscal year 1998 efforts will
include: increased equipment procurements; funding additional work at
Krasnoyarsk-45; accelerating ongoing work throughout the MINATOM defense com-
plex; extending naval fuel work to cover the icebreaker fleet, naval support ships,
and the transportation of naval nuclear fuel; and fully implementing efforts to im-
prove MPC&A for nuclear materials during transportation.

Second, the Office played a key role in achieving the indefinite and unconditional
extension of the Nuclear Nonproliferation Treaty and the negotiation and signature
of the Comprehensive Test Ban Treaty (CTBT). Our technology development pro-
gram focuses on supporting operations to monitor and verify a Comprehensive Test
Ban Treaty and has completed its second year. DOE technologies will significantly
increase the nation’s capability to identify potential nuclear explosions with high
confidence and with minimal false alarms. The primary objectives of the CTBT mon-
itoring system are to deter nuclear explosions in all environments (underground, un-
derwater, or in the atmosphere) and, if such an explosion does occur, to detect, lo-
cate, and identify its source. The system is designed to provide credible evidence to
national authorities, to aid in resolving ambiguities, and to serve as the basis for
appropriate action. Seismic, radionuclide, hydroacoustic, infrasound, on-site inspec-
tion, and data processing technologies are all being exploited. During the summer
of 1997, we plan to launch the FORTE small satellite on an Air Force Space Test
Program provided Pegasus XL launch vehicle. FORTE will demonstrate the next
generation techniques for detecting and characterizing electromagnetic pulses from
nuclear explosions in the atmosphere. This new technology will provide the U. S.
with improved capability to monitor compliance with nuclear test ban treaties.

Third, our new Chemical and Biological Nonproliferation Program, initiated in fis-
cal year 1997, has been developing technologies to detect, characterize, and facilitate
decontamination of chemical and biological threat agents. In 1998, we will be ex-
panding our emergency management capabilities to provide critical information nec-
essary for an effective response to chemical and biological incidents. Specifically we
will be improving the Atmospheric Release Advisory Capability to address chemical
and biological plumes in addition to the current radiological capability. We will also
be enhancing the Communicated Threat Assessment Program to provide assess-
ments of chemical and biological threats in addition to nuclear threats.

Fourth, our program to counter nuclear smuggling is part of a partnership with
other federal agencies to counter the theft of and trafficking in special nuclear mate-
rials. Our program overlays (1) barriers to illegal diversion of fissile and radiological
materials at their source through the MPC&A program, (2) detection and interdic-
tion of materials during transit and at international borders, and (3) response to
threatened or actual use of these materials. Over the past year, we have developed
technologies such as the Radiation Pager that will assist U.S. Customs Service and
law enforcement personnel detect the presence of nuclear materials during transit.
We are working with foreign customs agencies to increase the potential points of
detection worldwide. We have also demonstrated the capabilities of the National
Laboratories to determine the source of smuggled nuclear materials through forensic
techniques. The Office also is working with the Department of State to implement
forensics worldwide. In fiscal year 1998, the Office plans to provide customized ver-
sions of equipment now used at DOE facilities to improve security at U.S. borders.
We also expect to develop highly portable and inexpensive radiation detection tech-
nology for city and state law enforcement and other emergency personnel.

Finally, our intelligence program continues to focus the decades of laboratory ex-
perience in nuclear weapons design and production on the emerging national secu-
rity challenges of today. This program provides vital intelligence support to Admin-
istration and Departmental priorities, such as the Comprehensive Test Ban Treaty,
the Reduced Enrichment Research and Test Reactor program, and our MPC&A ac-
tivities. We put cost-effective, user-friendly technologies in the hands of intelligence,
military, and law enforcement operators. Our nonproliferation objectives are best
served by timely and well-focused intelligence assessments.

The efforts of the Office of Nonproliferation and National Security in concert with
DOE’s National Laboratories are achieving direct, tangible results that significantly
improve our national security.
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FISCAL YEAR 1998 BUDGET REVIEW

The table below summarizes the fiscal year 1998 budget request for the Office of
Nonproliferation and National Security from the Energy and Water Development
Appropriation as compared with the fiscal year 1996 adjusted appropriation.

[In thousands of dollars]

Fiscal year
Appropriation/activity 1996 199
appropriated appropriated 1998

Nonproliferation and Verification Research and Develop-
ment 241,495 211,919 210,000
Arms Control and Nonproliferation . 174,981 216,244 234,600
Intelligence 42,256 34,185 33,600
Nuclear Safeguards and Security 86,397 47,208 47,200
Security Investigations ............ 20,000 20,000 20,000
Emergency Management . 23,321 16,794 27,700
Program DireCtion L ........ooovmiceeeee s s 88,122 94,900
Congressional budget request ........ccoooevreireenes 588,450 634,472 668,000

1The fiscal year 1997 budget request included a new Program Direction line item as mandated by the Energy and
Water Appropriation for fiscal year 1996. This new budget line item provides funding for salaries and benefits, travel,
support service contractors and other related expenses associated with the overall management and administration of the
Office of Nonproliferation and National Security. prior to fiscal year 1997 Program Direction funding was contained in the
individual decision units.

The Nonproliferation and Verification Research and Development budget request
for fiscal year 1998 is a net decrease of $1.9 million. Funding is increased for the
chemical and biological nonproliferation program and the nuclear smuggling/terror-
ism initiative. The increases are offset by reductions to remote spectrographic tech-
nologies for proliferation detection and materials detection research and develop-
ment programs.

The Arms Control and Nonproliferation budget requests reflects a continued in-
crease in nonproliferation activities with the FSU as cooperation increases for Mate-
rials Protection, Control, and Accounting activities. The MPC&A program is expedit-
ing the installation of systems, procedures, controls, facilities, and equipment to pre-
vent the spread of nuclear weapons-usable fissile materials. The request also in-
creases funding for the nuclear smuggling/terrorism initiative. The increases are off-
set by reductions to other Arms Control programs.

The Intelligence budget request reflects a minor net decrease from fiscal year
1997, although we are increasing funding for the nuclear smuggling/terrorism and
counterintelligence initiatives.

The Nuclear Safeguards and Security budget request is overall unchanged from
fiscal year 1997. Funding has been provided for the nuclear smuggling/terrorism ini-
tiative through offsets in other Nuclear Safeguards and Security programs.

The Emergency Management budget request increases funding for the chemical
and biological nonproliferation initiative and for the nuclear smuggling/terrorism
initiative. Additionally, funding is provided for the transfer of the Department’s
Communication Center from the Office of Human Resources and Administration and
provides for the transfer of Threat Assessment funding from the Intelligence budget.

The Program Direction request supports core staffing requirements for the Office
of Nonproliferation and National Security and restores funding for support service
contracts which were reduced as a result of the fiscal year 1997 appropriation. This
funding will be used to meet requirements for the Declassification Initiative, Safe-
guards and Security, Arms Control, Research and Development, and other non-
proliferation activities.

CONCLUSION

Preventing the spread of weapons of mass destruction is a crucial national inter-
est and a critical global security issue. The Office of Nonproliferation and National
Security is uniquely capable to serve this national interest. Our policy expertise cou-
pled with our science and technology base enables us to provide innovative solutions
to national and international nonproliferation problems. The work we do benefits
the nation’s security across a broad spectrum: protecting nuclear material in the
United States and worldwide; rolling back existing nuclear weapons development
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programs internationally; ensuring the verifiability of nuclear treaties; and respond-
ing to emergencies. We are proud to be leaders working aggressively within the U.S.
Government and in the international arena to make the world a safer place. Thank
you.

INITIATIVES FOR PROLIFERATION PREVENTION [IPP]

Senator DoOMENICI. Well, even though we are going to go to Dr.
Smith, I just wanted to state for the record, Mr. Baker, there is a
young man over at the Department of Energy—I do not know if he
is here today, but John Hnatio

Mr. BAKER. Yes, sir; he is here.

Senator DOMENICI. Oh, he is. He should be sitting right in the
front row.

Frankly, the program of partnership with American corporations
and the laboratories to put Russians to work on projects that are
nonnuclear was a major nonproliferation initiative—and John was
an effective proponent.

A lot of people thought that was nuts and he was wild and crazy.
Frankly, it took us about 2% to 3 years to get the program started,
and frankly, it would not have gotten started without my coopera-
tion with the administration on the foreign aid budget.

And so, the first effort was through the State Department—we
wanted to get money out of there quickly, but in any event, that
is how we started it. And I just want to give my accolades to
Hnatio, and say to the Department, I think he did a great job.

This is an essential nonproliferation program and if it can con-
tinue to grow, it may very well make the nuclear scientists who
have every potential to doing good things for Russia, but doing evil
for the world, if they decide that they will not be paid or they have
got nothing to do.

They could be great assets to rogue countries, but this program
will help to mitigate that potential. There are a lot of efforts in this
area, and the Department of Energy has some very exciting activi-
ties underway.

As you were talking about detecting, I jokingly whispered to my
staff, since we cannot stop drugs coming across from Mexico, how
could anyone believe we are going to detect or stop smuggling of
nuclear weapons or technology and information—the so-called
brain drain.

I am told that nuclear weapons are very easy to detect, since
they are radioactive.

CHEMICAL AND BIOLOGICAL WEAPONS NONPROLIFERATION

And then I questioned, “Well, what about the chemical and the
biological agents that are flowing that are so dangerous?”

And I gather we do not know how to do that, but is it true that
we are even making some headway in some detection equipment
regarding those softer, but probably more dangerous, instrumental-
ities of death and harm—in the biomedical and chemical area?

Mr. BAKER. Yes, sir; we are. You know, at the national labora-
tories we have over $1 billion of expertise in the chemical-biological
area.

We, right now, sir, with the small amount of money that we re-
ceived last year of $17 million in the chemical-biological area that
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the Nunn-Lugar/Domenici bill authorized us, we have done a lot of
work with the Department of Defense, with Dr. Smith’s group,
that, of course, are in charge of this chemical-biological area.

We are filling the gaps in the chemical-biological area. We are
developing sensors, both short-range sensors and long-range sen-
sors, to detect the chemical-biological agents on the battlefield.

We are making great progress on this. We have a lot of expertise
at our labs. And we think we have come a long way to do this.

And this year, we plan to do more plume modeling in the chemi-
cal-biological area. So, I think we are making great progress in this
area. And I think, next year, at this time, we can report to you a
lot more progress even than we did this year with the $17 million.

Senator DOMENICI. I would note that that is a very small amount
of money. Actually, the President’s budget asks for $23 million, a
$6 million increase. That is also a very small amount, considering
the nature of the problem, but if we continue to use it propitiously,
maybe we will be able to expand it, and at some point beyond that,
but I do commend you for the work being done in that area.

Mr. BAKER. One thing I would like to say, sir, I have never seen
all of the laboratories come together for a common problem like we
have on this. For the small amount of $17 million, all of the labora-
tories pitched in, all of them doing their part; a very small amount
of money to make sure this works.

And they—we have their commitment, they will continue to do
it. And it is a very successful program. I think it is good Govern-
ment the way the Department of Defense is working with the De-
partment of Energy. And we plan to continue this next year.

Senator DOMENICI. Now, I note the presence of the ranking mem-
ber in the State of Nevada, Senator Reid. I announced why you
were not here at the offset. And I am pleased that you have joined
me.

I will have to leave for a while and let you preside at about 10:30
a.m. or 10:35 a.m. And I will be right back. I have to go see the
majority leader, although you had a caucus, we did not have a cau-
cus today. So, there must be more problems on your side today
than on ours.

Senator REID. That is what happens when you are in a minority.
[Laughter.]

Senator DOMENICI. You have got to have a caucus everyday.

Anyhow, would you like to make some opening remarks?

Senator REID. No, Mr. Chairman. I do not care to make any
opening remarks, but may have a statement to be made part of the
record.

Senator DOMENICI. Sure.

Senator REID. I do not want to hold up the witnesses. I do want
to say, publicly, this is the first time we have had the opportunity
to appear as chairman and ranking member and how much I look
forward to working with this subcommittee.

I have served with you, now, going on 11 years in the Senate,
and going on 15 here in the Congress. And I look forward to work-
ing with you in a closer relationship on this subcommittee.

When 1 first came on the Appropriations Committee, you used to
frequently lecture anyone that would listen about the importance
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?fbthe national labs and the science that was emanating from the
abs.

And in the last several years, I have also been educated in that
regard, and recognize the importance of the labs to the—really, the
survival of our country.

Just in commenting, Mr. Baker’s statement, $17 million spending
on this very important nonproliferation program. Do you realize
that the BLM spends that much money on the Wild Horse Program
in the western part of the United States.

So, I am not——

Senator DOMENICI. Think of that. Well, Senator, I want to also
thank you, because you have shown, in the short time that you
have been designated ranking member, even without a hearing,
you have shown a high degree of interest and in learning about the
various laboratories and the functions of this subcommittee. And I
want to tell you that I look forward to working with you.

And I, too, want to reciprocate. You have traveled to laboratories.
And we will soon go to Oak Ridge together. I want to make sure
that we have a chance to go to Nevada and go look at the test site
there, because that has been a fantastic asset for America for a
long time. And there are still some valuable inventory there.

Senator REID. Just so long as I can keep you away from Yucca
Mountain. [Laughter.]

Senator DOMENICI. Well, I—maybe I will leave you and go up
there, and do my own thing.

In any event, I understand that situation. Let us proceed.

Dr. Smith, please.

STATEMENT OF HAROLD SMITH

Dr. SmiTH. Thank you, Mr. Chairman. I would like to submit my
written testimony for the record, and simply highlight a few of the
points in that.

DETECTION OF CHEMICAL AND BIOLOGICAL WEAPONS

First of all, let me respond to the question you directed to Mr.
Baker. You were quite right, Mr. Chairman, regarding the dif-
ficulty of detection of chemical and biological weapons versus nu-
clear weapons.

And Mr. Baker’s answer was on point; namely, the Department
of Defense is very pleased to have multibillion dollar, world-class
laboratories enthusiastically researching the problems and the so-
lutions that pertain there.

The role of the Department of Defense obviously is that of a
faithful partner and a smart customer. And in the role of smart
customer, I have spent this last year doing what I think Senator
Reid will have to do, and that is to travel to all the important DOE
installations.

This past year, not only the three laboratories, but also to Oak
Ridge, Savannah River—of course, I visited various DOE—DQOD in-
stallations, such as Barksdale Air Force Base, which houses the B—
52, as well as touring some of our NATO bases, where we have
U.S. nuclear weapons.

Traveling has been a bittersweet experience, Mr. Chairman. I
think we are over the era of denial, when the weapons complex



31

really could not believe that we were entering a world without nu-
clear testing.

And now, today, I think they accept that situation with enthu-
siasm. That is not to say that the sudden change, and particularly,
the downsizing is without pain.

DISMANTLEMENT OF NUCLEAR WEAPONS

One particular aspect of that became apparent when I was visit-
ing the Sandia National Laboratory at Livermore; the so called
California site. I was able to witness there the equipment that they
have developed to monitor our dismantled nuclear weapons stored
at Pantex in Texas. And the opportunity to see how carefully and
thoroughly and securely we can keep track of what is going on in-
side these closed and heavily armored igloos is, indeed, very impor-
tant.

So important, that despite all the equipment that we have given
the directorate in Russia, to try to ensure that their weapons are
safely secured, the equipment developed by the laboratories and in-
stalled at Pantex is something that I think we have to show to the
Russians to further enhance the security with which they guard
those nuclear weapons.

In that vein, I will be traveling to Russia in April to further the
amount of equipment that we give them against the other side of
the nuclear proliferation question.

Mr. Baker and Dr. Reis both talked about nuclear material, but
one should keep in mind that there are tens of thousands of nu-
clear weapons, fully assembled weapons, stored on some tens—
many tens of sites in Russia, guarded by soldiers that are some-
times not well paid, sometimes not even well fed.

It is incumbent upon the Nunn-Lugar, now the Nunn-Lugar/Do-
menici Program, to make sure that that kind of equipment can be
put in the hands of our Russian colleagues, and yet, to ensure the
American people that the equipment is being used for that and
only for that.

ANNUAL NUCLEAR WEAPON STOCKPILE

Dr. Reis has already highlighted the issue I next wanted to point
out. That is, the annual certification, I think, has to be described
as a complete success. In particular, I was very pleased with, I
think, the now mature Nuclear Weapons Council, where I serve as
the Executive Secretary.

It has become, I think, the center point for all matters involving
nuclear weapons. And I think it functioned very well this past year.

Another step forward in the Department of Defense in the world
of nuclear weapons is the enthusiastic response by General
Fogleman, Chief of Staff of the Air Force, in setting up what we
call XON, Operations Nuclear, under Major General Neary.

We now have, thanks to General Fogleman, a center point for the
Air Force, so that now I have a single point of contact to go to to
ensure that the Air Force is giving the attentions to the weapons
that they truly deserve, in a time when the nuclear world is not
as overwhelming as it once was.
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Dr. Reis has also commented quite correctly on the enormous ac-
complishment of the B-61-11, the penetrating weapon. I will not
repeat what Dr. Reis has said.

I only want to note that I agree entirely with his statements, and
also, to add two points from the war fighters point of view; namely,
the yield of the B-61 is one-twentieth of the weapon that we will
retire, the B-53.

Now, for a war fighter that is very important, because it means
he can have the same effectiveness, and yet have 1/20th the collat-
eral effects. We are very pleased in the Defense Department, that
we were able to make this transition in less than 2 years.

Furthermore, the B-61 can be carried on the F-16 and on the
B-2, whereas, the B-53 could only be carried on the massive stra-
tegic bomber, the B-52. So, from the warfighter’s point of view, an-
other fine step forward.

PREPARED STATEMENT

Mr. Chairman, it has been a singularly good year from the point
of view of DOD’s view of these weapons. I think we are off to the
right start. And I will be pleased to answer any questions that you
or Senator Reid may have.

[The statement follows:]

PREPARED STATEMENT OF HAROLD P. SMITH, JR.

Mr. Chairman and members of the Subcommittee, I am honored to have this op-
portunity to appear before you. My remarks today will focus on the challenge shared
by the Department of Defense (DOD) and the Department of Energy (DOE) to en-
sure high confidence in the Nation’s nuclear stockpile. I will also describe a few of
our mutual accomplishments from the year just past.

As we are all aware, the last few years have brought significant change to the
nuclear posture of the United States. The START I agreement to reduce the number
of strategic arms was signed by American and Soviet Presidents and ratified by the
United States Congress and the Soviet Duma. START II, which will further reduce
strategic arms, has been signed by both the United States and Russia and ratified
by the U.S. Congress, and awaits ratification by the Russian Duma. More recently,
the U.S. underground testing moratorium was codified as the Comprehensive Test
Ban Treaty, which has been signed by over 140 countries. In the U.S., emphasis has
shifted from designing and producing new weapons, to extending the service life of
our current weapons stockpile. As a result, the infrastructure of our Nation’s nu-
clear deterrent must evolve from SALT and START, to stockpile stewardship.

The success of the Stockpile Stewardship and Management Program (SSMP) de-
pends on the cooperative interaction of all the stakeholders in the nuclear infra-
structure and oversight organizations. The President, the Congress, the Depart-
ments of Defense and Energy, and its national laboratories and facilities must work
together to ensure that the Nation can continue to have high confidence in its stra-
tegic deterrent. My remarks today will focus on the stockpile stewardship and man-
agement program, some of its recent successes, and the challenges we will face in
the near future.

PRESIDENTIAL DIRECTION AND CONGRESSIONAL OVERSIGHT

For the SSMP to succeed, the program requires direction and support from the
highest levels of both the Executive and Legislative branches of government. In a
speech given on August 11, 1995, the President described the importance of main-
taining a viable nuclear deterrent: “As part of our national security strategy, the
United States must and will retain strategic nuclear forces sufficient to deter any
future hostile foreign leadership with access to strategic nuclear forces from acting
against our vital interest and to convince it that seeking a nuclear advantage would
be futile. In this regard, I consider the maintenance of a safe and reliable nuclear
stockpile to be a supreme national interest of the United States.”

In the same speech, President Clinton also directed the establishment of a new
annual reporting process by which the stockpile could be certified to be safe and re-
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liable under a comprehensive test ban. This new process will complement the stock-
pile stewardship program and the dual revalidation process currently underway at
the national laboratories and the production complex of the Department of Energy
and the Department of Defense.

Congress, of course, has played an active part in the implementation and direction
of the SSMP. Beginning with the Defense Authorization Act for fiscal year 1995
(Public Law 103-160), Congress has demanded that the stockpile stewardship pro-
gram be not only technologically sound but also fiscally responsible. In hearing after
hearing, committees and individual members have repeated their requirement that
the Nation’s nuclear deterrent remain safe and reliable and that the money author-
ized and appropriated for the SSMP be efficiently allocated by those responsible for
implementing the program. The joint organization responsible for the task of mon-
itoring the progress of the SSMP is the Nuclear Weapons Council.

THE NUCLEAR WEAPONS COUNCIL

More than any other deliberative group, the Nuclear Weapons Council (NWC) is
the most readily recognized and authoritative body concerned with management of
the U.S. nuclear stockpile. As an interdepartmental organization, the NWC is sup-
ported by a wide-range of disciplines: security and safety experts, policy makers,
managers, maintainers, and operators. Membership of the NWC consists of the
Under Secretary of Defense (Acquisition and Technology) who chairs the Council,
the Deputy Secretary of Energy, and the Vice Chairman of the Joint Chiefs of Staff.
The Council is supported by the NWC Standing and Safety Committee, which I
chair. The activities of the NWC reflect the monumental scope of the SSMP and the
efforts put forth by both Departments to implement an effective and efficient pro-

am.

In 1996, the NWC completed its first annual report to the President on stockpile
certification. The report included the views of not only the DOD and DOE, but also
those of the national weapons laboratories and the U.S. Strategic Command. The
consensus was that the current nuclear stockpile is safe and reliable. Accordingly,
there is no need to resume underground nuclear testing at this time.

The NWC also provided managerial oversight of several important ongoing pro-
grams. Specifically, the NWC oversaw events concerning: implementation of the B53
replacement program; progress in the dual track approach to an assured supply of
tritium; the W87 Life Extension Program; the Nevada Test Site readiness posture;
the DOE enhanced surveillance and pit manufacturing programs; and, the Navy’s
Warhead Protection Program. The NWC and its supporting Standing and Safety
Committee also served as the principal fora for coordination of activities on the DOE
Stockpile Stewardship and Management Plan and review of DOE Defense Programs
budget priorities and allocations.

The NWC also established a Requirements Working Group, chaired by Major Gen-
eral Eldon Joersz, to focus senior level attention on specific aspects of the nuclear
infrastructure. This group will address issues such as stockpile reliability estimates,
nuclear weapon life extension, and tritium requirements. Matters such as these will
continue to increase in importance as underground testing recedes farther into the
past and we progress into the new era of science based stockpile stewardship.

STOCKPILE STEWARDSHIP AND MANAGEMENT SUCCESSES

Mr. Chairman, I could talk at length about the NWC and its accomplishments.
Instead, I will devote the remainder of my prepared testimony to distributing plau-
dits to organizations and programs that, over the past year, have labored to ensure
that the Nation’s stockpile remains safe and reliable and meets the requirements
of the Department of Defense.

The B53 Replacement Program (B61-11)

One of the most significant contributions to the safety and effectiveness of the en-
during stockpile has been the program to retire the aging B53 and replace it with
a member of the modern B-61 family of bombs, namely the B61-11. The B53 was
originally introduced into the nuclear stockpile in 1962. Aside from an interim safe-
ty modification made in 1988, the B53 has remained in the stockpile unchanged for
the last 35 years. Because it was designed almost 40 years ago, the B53 does not
meet modern safety standards—despite the 1988 upgrade. The system that is re-
placing it, the B61-11, is a modern system that meets current safety, security, and
use-control standards. Were this the only advantage to retiring the B53, the effort
would be worthwhile. However, other factors make the B61-11 a better weapon
than the B53.
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Operational considerations clearly favor the B61-11 over the B53. Due to its size
and weight, the B53 could only be delivered by the B52 bomber. The B61-11 is com-
patible with both the F-16 and B—2. The B61-11 produces far less collateral damage
and has the same effectiveness against deeply buried targets as the B53 with less
than one twentieth the yield. Implementation of the program was performed in a
remarkably short time—only 16 months from initial verbal authorization to delivery
of the first retrofit kits. Four complete B61-11 retrofit kits were delivered to the
Air Force in November 1996, two weeks ahead of schedule. The military personnel
and laboratory representatives who comprise the B61-11 Project Officers Group
should be justifiably proud of their accomplishments. They have not only made the
stockpile safer, they have also skillfully and effectively met a difficult military re-
quirement. The B61-11 is an outstanding example of using an existing weapon in
a new way to hold at risk robustly defended, deeply buried targets.

High Speed Computer Technology

Over the course of the past year, the national laboratories have achieved stunning
advances in stockpile related physics and engineering disciplines. For example,
Sandia National Laboratory, in conjunction with Intel Corporation, has developed
the world’s fastest computer—one capable of performing a trillion operations per
second. This kind of joint effort benefits both the private sector and the national
defense. Industry gains access to research and development opportunities that
would otherwise be unavailable. Sandia and the other labs can reap the benefit of
a computer system that can be used to model the functionality of a weapon’s core
at the atomic level. We can use this capability to better understand how weapons
perform and how they age, as well as applications for outside the world of nuclear
weapons. Government and industry both benefit from this kind of interaction.

Dual Revalidation

The implementation of the Dual Revalidation process is another success story
from 1996. The purpose of the revalidation process is to develop an accurate assess-
ment of each weapon system in the active stockpile by two independent teams. A
process of intense review and scrutiny was deemed the best way to accomplish this
goal by a joint working group of DOD and DOE experts. The W76 Trident I war-
head, originally designed by Lawrence Livermore National Laboratory, was chosen
as the initial warhead to be so reviewed.

While DOE retains the responsibility of certifying weapons for DOD, the goal of
Dual Revalidation is to understand what steps, if any, need be taken to ensure the
continuing safety and reliability of the stockpile. Los Alamos, as the original design
team, has taken the technical lead on the Dual Revalidation program for the W76
warhead. The Livermore laboratory will provide its own independent assessment.
Under the guidance of the W76 Project Officers Group, great strides have been
made over the course of the past year to ensure that the W76 remains a centerpiece
of the nuclear deterrent into the next century.

MILESTONES FOR THE NUCLEAR INFRASTRUCTURE

The Nuclear Posture Review provides the DOD requirements for the DOE nuclear
weapons infrastructure. As the principal advocate for the DOD, it is my duty to as-
sess DOFE’s progress towards meeting these requirements. It is my pleasure to men-
tion here some of the progress that has been made recently.

The Laser Welding Facility at Los Alamos was completed and demonstrated the
first successful laser welding of plutonium since the complex was restructured after
the end of the Cold War. The laboratory has also received the Plasma Inert Gas
Metal Arc (PIGMA) welder from Rocky Flats and has completed and approved the
drawings for installation of the facility that will house the welder. Surveillance of
20 pits was completed and a new pit evaluation report method using CD-ROM for-
mat that has been developed to provide significantly more useful information than
previous paper reports.

The laboratories have re-established or improved stockpile management capabili-
ties that were lost when the complex was restructured and reduced as a result of
the end of the Cold War. Some recent successes include:

—The first weapon reserve detonator tests since the closing of the Mound facility
were conducted, and the detonator surveillance program was recommenced;
metallurgists have demonstrated the capability to form a full radiation case;
Livermore has demonstrated that an ultra-high power, very short pulse laser
candbe used with great accuracy without melting material or generating waste
product;

—The neutron generating facility at Sandia was completed ahead of schedule and
within budget;
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—Sh(iipments of recertified neutron generators were all completed as scheduled;
and,

—The prototype safeguards transporter was completed with scheduled delivery of

the first production unit due in December of this year.

Activities such as these address the infrastructure requirements for the weapons
complex delineated in the DOD Nuclear Posture Review. As the principle advocate
for the “customer” in our relationship, it is gratifying to note the progress in these
programs.

ISSUES

Programmatic successes from the past year offer encouragement to program par-
ticipants and oversight organizations, but much work remains. The stockpile stew-
ardship program faces significant hurdles—technological and political. In his August
1995 speech, the President pledged his support to surmount these obstacles, saying:
“In order for this program to succeed, both the Administration and the Congress
must provide sustained bipartisan support for the stockpile stewardship program
over the next decade and beyond. I am committed to working with the Congress to
ensure this support.”

If it is to succeed, the SSMP requires sustained effort from all of the organizations
involved. We must do more with less; we must make the most efficient use of our
available facilities while new ones are constructed. We cannot delay until planned
facilities become operational.

For instance, the non-nuclear experiments currently being conducted at the lab-
oratories are useful but can only tell a portion of the story. The subcritical nuclear
experiments scheduled for the Nevada Test Site are necessary to study nuclear ma-
terials performance in an aging stockpile. Subcritical experiments do not involve a
nuclear yield and do not violate the letter or spirit of the Comprehensive Test Ban
Treaty. These experiments can be performed at existing facilities with existing tech-
nologies. These experiments are essential to stockpile stewardship and need to be
performed.

Secondly, the remanufacture of nuclear pits is of principal importance to the
DOD. The Nuclear Posture Review contained a requirement that DOE be able to
“demonstrate the capability to refabricate and certify weapon types in the enduring
stockpile.” The new weapons complex—regardless of its structure—must be able to
perform this task. As yet, this capability has not been demonstrated. We must en-
sure that the future complex can provide remanufactured pits for the stockpile.

Lastly, and most importantly, funding continues to be the ultimate issue. The
President has pledged his support and cooperation with Congress to ensure that the
SSMP is implemented. Congress and, ultimately, the American taxpayer must be
assured that the appropriated money is being well spent. In the modern concept of
nuclear deterrence, DOD must be a willing partner and smart customer; DOE must
be a responsive provider of services and technologies. Both Departments must make
the best use of available funds. DOD has consistently supported the DOE and its
budgets to implement the Stockpile Stewardship and Management Program. Though
we will help defend necessary budgets, programs, and facilities at DOE, the DOD
should not provide the funding itself. Maintenance of the nuclear arsenal has never
been a function of the military. It should not become so now.

CONCLUSIONS

Today, the U.S. nuclear arsenal is safe, secure, and reliable. It is the goal of the
stockpile stewardship and management program to maintain this high level of con-
fidence in a static stockpile without having to resort to nuclear testing. Our Nation
can be justifiably proud of the legacy of the past few years in which global nuclear
tensions have been significantly reduced. In an era of no nuclear testing or new
weapon production, responsible stewardship and management of the enduring stock-
pile offers challenges for a new generation of scientists and military personnel. The
Departments of Defense and Energy are striving, together, to meet these challenges.

Mr. Chairman and members of the Committee, this concludes my prepared state-
ment. I will be happy to respond to your questions.

Senator DOMENICI. Senator Reid, would you like to take a few
minutes?

Senator REID. Since you have to leave, you go ahead with your
questions. And I will wrap things up, if you

Senator DOMENICI. No; I am not going to be able to get my ques-
tions in before I leave.
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Senator REID. OK.

Senator DOMENICI. So, what I would like you to do is to ask all
of them you want.

Senator REID. Then I will.

NONPROLIFERATION ACTIVITIES

Senator DOMENICI. So, I am going to ask a few and then go to
a meeting at the leader’s office. And I will be back.

First, let me—since I am acknowledging some people that have
been very, very instrumental in moving ahead in the nonprolifera-
tion area, I want to thank the chairman of the full committee, Sen-
ator Stevens, because, you know, we put an amendment on the
floor, the Nunn-Lugar/Domenici, a very expansive amendment,
with reference to nonproliferation, even engaging America for the
first time in trying to prepare its cities for seeing how many we
could get to volunteer to work together and see what we could do
about better training in the event of a weapon of mass destruction,
like biological or chemical weapon were used in a community.

With that amendment offered on the floor, $200 million was au-
thorized, and $200 million was appropriated, which, I think, is an
indication that we made a very good case.

You are making a good case today, Mr. Baker, in all those areas
you have spoken to. This is one of these situations in Government
that is very unheralded, but very, very important.

And I, personally, intend to make the nonproliferation efforts, in
its broadest sense, as we have described them here, to make those
better known to the U.S. Senate and to the people of this country.
When we spend a few $100 million on something like this in Rus-
sia, with some 25 rather secure areas, now, that we are giving
them foreign aid, I look at it as probably the best expenditure of
Defense money that we could ever spend, because if we are worried
about defending our country from real danger, then to try to keep
the Russian inventory and stockpile of special materials that can
make nuclear weapons and of the scientists who can go produce
them and keeping them busy, too me there is no bigger national
defense initiative than that.

I also am somewhat concerned about another matter that I just
want to lay before you all. And I note the presence of military rep-
resentatives in the room. I say this in all honesty, I am very hope-
ful that at the very highest level of the military in the United
States that the military leaders will exert more leadership and
stronger support in the areas that we are talking about here.

I mean, nuclear weapons, in a sense, have been put on the back
burner. I mean, we used to have very, very major presentations
when we were talking about the nuclear hiatus of Russia and
America’s deterrent capability. Now it seems like maybe the sup-
port might be waning a bit.

ANNUAL NUCLEAR WEAPONS STOCKPILE CERTIFICATION

Having said that, Dr. Reis, we can all take pride in the letter
signed by Secretary of Defense Cohen and the Acting Secretary of
Energy Charles Curtis, about the status of the stockpile. But frank-
ly, I hope you and all of those who participate in getting this done,
understand that the directors of the national laboratories that par-
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ticipate in this are the ones that are truly recommending that this
certification be issued or not be issued. And I hope that we will
constantly permit them to state their case, with reference to the
Stockpile Stewardship Program and its efficacy.

NUCLEAR WEAPONS SCIENTISTS

And I hope that within the Department and within the labora-
tories that we are listening to those who are really deep thinkers
and have been involved in this nuclear program for a long time. I
say this because we have some of the greatest minds in the world,
and we better keep them.

And we better have the same replaced by great minds in the next
10 or 15 years, or we will be in serious, serious problems with ref-
erence to this stewardship program.

So, I want to just admonish that you work very hard to continue
to get input from the best minds around. This is an evolving pro-
gram. We think we know what we ought to be doing.

And I have already congratulated you on your leadership, but I
do not think we can afford to get stuck in some routine and some
regi}lfle in a program that is just getting started, that is as complex
as this.

My one observation is the biggest instrumentality to substitute
for tests is the computer. The computing capacity, seems to me,
from everyone I have talked to—and I have gone beyond directors,
to people that are in the field that are the great physicists, and
major, major computing capacity is what is going to give them
some of the prowess to take the place of the testing. And I would
ask you to—for your observation in that regard. And then I will re-
turn and ask some more detailed questions.

Could you comment on my remarks, please?

Dr. REis. I think you have pretty well hit the nail on the head.
People concentrate on the aging of the stockpile itself, in terms of
the weapons themselves getting older.

I think, equally important, and perhaps in some way even more
important, is the aging of the people in the laboratories, because
ultimately, they are the ones on whose judgment we depend.

Since World War II, we have never fired a nuclear weapon in
anger. We hope we never have to, but ultimately, the deterrent
value of those weapons that goes to the President and goes to the
Congress, is really the people that we are depending upon.

MAINTAINING STOCKPILE RELIABILITY

When we put this program together, Senator, General
Shalikashvili, in terms of can we do this job, he had the nuclear
weapons directors of the laboratories with him, and he just said,
“Look me right in the eye and tell me not just that you can do this,
but that you can do this in the future.”

Because it will be some future laboratory director who will be
looking to some future chairman, and future Secretary of Defense
and, indeed, some future President who might be able to do that.

So, I think the program that we have tried to put together does
emphasize that very, very strongly.

And in addition, I think what you indicated is that what we are
dealing with is a different set of tools.
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Senator DoMENICI. That is right.
STOCKPILE STEWARDSHIP PROGRAM

Dr. REIS. To inform that judgment and to ensure that one has
to have the right people, those people have to have the tools to
work with.

In the past, we did have the world’s best computing. We did have
the world’s best experiments, but we also had the ability to do un-
derground testing.

We still have many of those tools. We will not have the under-
ground testing, so that puts more of a stress on the other tools that
we need to use.

Certainly, the computing is premiere among the tools that we
need to use, but it is not just the tools themselves; it is the connec-
tion of those tools with those people. That is why, as I mentioned
in my opening statement, it was extraordinarily exciting to us that
we now are, by far, the world’s most capable computing.

It is the fact that we are working the computing with the design-
ers and the engineers, and we are doing it as we speak at all three
laboratories. And indeed, we are projecting that out into the com-
plex itself.

That, I think, will really make the difference, but we have to
keep testing ourselves. We have to keep asking. That is why it is
so important, as Dr. Smith mentioned, that the Nuclear Weapons
Council is now engaged in that process as well.

Senator DOMENICI. Well, frankly, I want to state for the record
that I hope one of the tests for the success of this stewardship pro-
gram is a constant inventory of the type of scientists that are mi-
grating to the laboratories, or conversely, the type that are migrat-
ing out of the laboratories, to see what we have got left, because
I believe we have left the period in history, for the scientists, that
was exciting.

And some of the world’s greatest physicists and nuclear experts,
that is where they wanted to go, because that is where all of the
real, real expertise and real research was undertaken.

I think a good test of our success would be to regularly determine
what is happening to the personnel. And from that, determination,
one can decide whether this program is going to work, because
right now my guess is that—I am just going to pick a number, but
95 percent of the justification for this certification, signed by our
new Secretary of Defense and Charlie Curtis, Acting Secretary—I
would say 95 percent of this is because of the past; and not only
the past 2 years, but the past, over 15 or 20 years, because we have
got fantastically safe weapons that are durable and safe.

And whether this is forthcoming, based on the next 5 years of
something brand new is for us to make sure in this committee, and
you, in the Government, make sure we are doing it right.

Dr. RE1s. I think the reason that we indeed have confidence in
our ability now to do this is that we believe the weapons them-
selves have been well tested. The people who tested them are avail-
able.

So the challenge, as you have pointed out, is really to maintain
that. I mean, we really are running a race now with mother na-
ture.



39

We have to maintain our ability as fast or faster than the weap-
ons age, and indeed as the experienced weapons designers, the ex-
perienced weapons engineers, and the experienced people in the
production end—as they leave, we have to bring in a new set of
people, who are equally good, but can reach back, get that experi-
ence, get that wisdom, and apply the new tools to ensure you, every
year, that this system is working.

One of the keys, I think, to our ability to do this is, indeed, the
attention that the President and the Secretaries pay to the pro-
gram, and that they are doing this every year.

It is like taking your car back every year to the manufacturer
and getting a guarantee. And as part of that, you want to ask, who
is giving you the guarantee.

It is those people, really, that one should be concerned with. I
really appreciate the support of this committee.

CAPABILITY TO RETURN TO UNDERGROUND NUCLEAR TESTING

Senator DOMENICI. Dr. Reis, I want to make one last point before
I leave. It has somewhat to do with my ranking member’s interest,
but, part of this agreement included the Joint Chiefs of Staff say-
ing, “OK. We will go along with this.”

And the President of the United States had to get our military
leaders to do that—that these interesting stockpile stewardship ca-
pabilities were going on, and scientists were telling the Joint
Chiefs, “They will work,” but also, there was the additional condi-
tion that the country could be ready to return to testing in a very
expedited manner.

And frankly, I am just as concerned about if that event occurred,
do we have the capability? I mean, are we keeping the right inven-
tory, not only in the laboratories, but at the Nevada test site? Are
we keeping the right kind of expertise? That is just a capability
that we are going to have pay for.

Otherwise, you know, we will have one of these lab directors tell
the Joint Chiefs, “We are not prepared to give you the required cer-
tification,” because they have to certify that, too; that we can re-
turn

Dr. RE1s. That is correct.

Senator DOMENICI [continuing]. In a short period of time. That
is one of the things they write their letter on. And so, I raise that
point. And I think the Senator from Nevada is going to be inter-
ested in that, from what I can tell.

I want you to know I am interested, also, Senator Reid.

OK. I am going to be back in about 10 minutes. Thank you.

Senator REID [presiding]. Gentlemen, I am wondering if someone
can respond to the question of Senator Domenici, whether or not
we are capable if, in fact, some event occurs that we need to return
to underground testing. Are we capable of doing that?

Dr. REISs. Let me take that one, Senator Reid.

We have just completed a detailed study, which was required by
the Congress. It is in the final coordination process. Let me get just
a little ahead of that and tell you what the results of that study
are.
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The answer to your question is yes, we can do that. The Presi-
dent has directed us to be prepared to resume testing in a mean-
ingful way in 2 to 3 years.

The studies indicated that we can certainly meet that require-
ment the way we are going now.

The Congress also said, “Can you do it earlier than that? Can
you do it in 1 year, 1% years?”

We believe we can do that as well. Most certainly, it would re-
quire additional resources. We have identified what we would do in
the event that that would happen.

Again, all of the details of that are in the report. The report
should be coming up to the Congress relatively soon.

SUBCRITICAL TESTS

Senator REID. We have at the Nevada test site—we have heard
how great the labs are from both the chairman and from me.

Could I hear comments from either one or all about how you feel
that the Nevada test site, this multibillion dollar facility located 90
miles from Las Vegas, how it fits into the plans?

Dr. REIS. Let me start on that, and then I will turn it over to
my colleagues. I am sure they will want to comment as well.

One of the more significant series of experiments that we will be
doing this year as part of the Stockpile Stewardship and Manage-
ment Program are the subcritical tests, for which we will be an-
nouncing the specific dates in a relatively short period of time.

What those experiments are doing really will be going after some
very, very critical understanding of the plutonium equations of
States, some are very, very detailed scientific experiments.

The only place we can do those is at the Nevada test site be-
cause, for one, we will be dealing with plutonium and explosives.

Again, there will not be nuclear explosions, and they will not be
going critical. They are completely in compliance with the Com-
prehensive Test Ban Treaty. They really will be key to a lot of our
understanding of working on real problems.

They are also useful for a second reason in the sense that they
will help us ensure that in the event that we ever have to go back
and do testing, if the President and Congress so direct, we will be
able to maintain that technical expertise in large measure by per-
forming these, you know, these tests themselves.

Mr. BAKER. Senator Reid, we have people serving at the Nevada
test site, very important people that work treaty implementation
for us. Also it is a perfect place to work some of our nonprolifera-
tion problems, like one system called the CALIOPE Program,
which is a system to detect chemical effluence from a factory build-
ing nuclear-type weapons. The Nevada test site is a good place to
test this capability, which we did this summer.

So, it is a great place to run tests like this that we need to do
to make sure our detection capability for nonproliferation is the
best we can get.

Senator REID. Dr. Smith.

Dr. SMITH. Senator Reid, I, first of all, want to emphasize the im-
portance of these subcritical exercises, experiments.
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From the point of view of the Department of Defense, they are
sine qua non. We insist that the Department of Energy carry out
such experiments.

Second, Dr. Reis is also correct in saying that it is the—I would
say the prime ingredient in being able to return to a regime of test-
ing if we find we have to do so.

I would also like to note that we carry out a number of important
counterproliferation activities at the test site for the Department of
Defense. Primarily, these are aimed at the type of facilities that we
can test out there.

For example, we are duplicating what we think are chemical and
biological facilities in rogue states and ensuring that the tech-
niques we have for locating them, destroying them, and minimizing
the collateral effects of such destruction is indeed realistic.

Second, there are obviously deeply buried tunnels in Nevada.
And that is also key to our ability not only in the world of weapons
of mass destruction but even in the conventional world, where
many of the areas of threat that we foresee in the conventional
world have resorted to deeply buried targets.

Again, the test site is the only place to carry those out.

Because we are already there with those first two that I men-
tioned, we are also concerned about somewhat softer targets, but
nevertheless difficult targets, so-called cut and cover. So, we carry
out operations there.

Furthermore, we are testing out our unattended ground sensors.
This is, again, using modern technology to ensure that we can at-
tack at the right time, at the right place and know the effect of
those attacks.

I cannot discuss them here, but we also carry out very important
operations associated with Special Forces. It is a pleasure to work
at the test site.

Mr. BAKER. One last thing, Senator Reid.

Senator REID. Yes; please.

Mr. BAKER. We have a spill test facility out at the Nevada test
site, which is the only one of its kind in the entire United States.

This place is the Environmental Protection Agency [EPA] cer-
tified to release chemical weapons. And there are about 33 different
types of chemicals we can use in the spill test facility. And again,
it is one-of-a-kind, and it is a very important facility for us at the
Nevada test site.

Senator REID. You indicated chemical weapons. I think, probably,
you meant chemical agents, did you not?

Mr. BAKER. Chemical agents, yes

Senator REID. OK.

Mr. BAKER [continuing]. Or just chemicals.

DETECTION OF LAND MINES

Senator REID. Yes; chemicals.

One of the things that I and other Members of the Senate are
interested in for example, Senator Leahy has led a personal—one
of the things near the top of his personal agenda has been
demining.

We need to come up with the ability to demine the world. I will
never forget the trip to Angola that I took; 10 million people live
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there, but they have 20 million landmines. And one of the biggest
businesses there is constructing artificial limbs, especially for kids
and women because they are the ones that go out in the fields.

Is that one of the potential uses of that vast Nevada test site,
that we could do something there to make it more possible to
demine parts of the world that need to be demined?

Dr. SMITH. Senator, that is well outside of my portfolio. But may
I take that question for the record, and ensure that the Depart-
ment of Defense gets an answer back to you?

Senator REID. I would appreciate that very much.

[The information follows:]

USING NEVADA TEST SITE FOR WORK ON LAND MINES

The Nevada Test Site has an area dedicated to developing and testing tech-
nologies for the remote detection of land mines. This area consists of 300 mines
(minus detonators) buried in realistic situations. In the past, various organizations
have attempted to use radar, infrared, and laser techniques to locate and isolate
mines—without much success. There has been no activity for the last six months
and there are no users projected for the foreseeable future.

DETECTION OF CHEMICAL, BIOLOGICAL, AND NUCLEAR WEAPONS

Senator REID. The other area that is in your portfolio, one of the
things that is a concern to a number of people is—we have talked
about rogue states, rogue individuals that would come upon nu-
clear devices in some manner.

How is our program advancing as far as being able to detect bio-
logical and chemical weapons? And what about these weapons of
mass destruction that take so little space and cause so much harm?

Dr. SMITH. As Senator Domenici already mentioned, when it
comes to nuclear weapons, the fact that they are radioactive gives
us considerable assistance. We are working with Department of
Energy to develop the right kinds of equipment to detect all three:
Chemical, biological, and nuclear.

Senator REID. I would just interrupt, Dr. Smith. One of the prob-
lems that we have is we need guidance from the experts to tell us
if there is more money needed in areas like this.

And my personal opinion is this is an area where we need to de-
vote a lot more attention and energy to. And I am wondering if
there are enough resources either with the Department—the man-
ager at the Department of Defense to adequately do research as to
how we can disarm some of these devices and detect them and, you
know, other types of things.

Dr. SMITH. Yes; we could use additional funds. But I want to
point out, Senator, particularly in this area of biological weapon de-
tection, that that is an extremely difficult problem. And one would
think we should simply double, triple the investment we are mak-
ing there.

But we have to also have ideas. And we, I think, are tapping
every source of good ideas on how to solve that complex problem.
In short, I think we are now idea poor. And it is very difficult for
me to come to the Senate and ask for more money when I do not
have the solid ideas for you to finance.
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DEVICE ASSEMBLY FACILITY

Senator REID. One of the big assets we have at the Nevada test
site is a device assembly facility. It cost large amounts of money
and was absolutely necessary when we had the testing program
going on there.

This facility has never been used. Does anyone have any idea
whether there is a use for this facility or whether it is just going
to be saved for future use in case there is further underground
testing?

Dr. REIs. Well, Senator Reid, of course, the major purpose of the
device assembly facility now is as a place where one could deal
with the so-called Broken Arrows, either our own or someone else’s.
We could disassemble that in a safe facility.

And, of course, assembly of test devices is still as valid a mission
now as it was when the device assembly facility was first con-
ceived. People are looking, as you might expect, very hard at other
potential uses for the device assembly facility.

I would have to tell you the jury is still out as to whether it is
an appropriate place to do some of these things. We will certainly
get back to you in as much detail as we can, to give you an update
in terms of where we are.

But it is, as you point out, quite a remarkable, modern facility,
in terms of its ability to do a job.

It is certainly available as a backup for the assembly if we ever
have to have that. But in terms of, as they say, new missions, we
will just have to get back to you in more detail.

Senator REID. OK.

[The information follows:]

DEVICE ASSEMBLY FACILITY

Defense Programs plans the following missions for the Device Assembly Facility
(DAF), once it becomes operational: (1) Subcritical Experiments—the assembly of
subcritical experiments; (2) Test Readiness—maintain the capability to assemble
physics packages for a series of one to three nuclear tests in the event the President
declares a “Supreme National Interest;” (3) Damaged Nuclear Weapons—maintain
the capability to accept and disable a damaged nuclear weapon (assume one exercise
every other year to maintain skills, capabilities, facilities, and to maintain and de-
velop processes and procedures); (4) Replacement of Able Site, A—27—the assembly/
staging of High Explosives (HE) and radioactive materials in support of LLNL/
LANL activities previously performed in Able Site, (examples in fiscal year 1996 and
fiscal year 1997 included Ranchito, Ranchito III, Nellie 10, 11, 12, 13, Jigsaw, and
Monarch).

Possible future missions for DAF include: (1) Training—in general, this area
would include laboratory hands-on practice on nuclear weapons trainers, and “off-
line” work by laboratory personnel with one of a kind components or assemblies.
The most organized of these initiatives is the Joint Nuclear Explosives Training Fa-
cility, a Los Alamos sponsored initiative to provide formalized, structured training
to laboratory personnel in a realistic setting. This initiative is currently structured
to use either Area 27, or DAF when it is available, as an extension of training facili-
ties at Los Alamos. (2) Enhanced Surveillance—the DAF could be used for field test-
ing and demonstration of advanced techniques for the surveillance program. (3) Ad-
vanced Manufacturing, Design and Production Techniques (ADaPT)—the DAF could
be used for field testing and demonstration of these techniques prior to full imple-
mentation. (4) Weapons Modifications/Life Extension Programs—the DAF is well
suited to weapon modifications and life extension programs which, if conducted at
Pantex, could significantly disrupt the ongoing assembly and disassembly operations
being conducted there. DOE/NV developed a model for DAF contribution to a life
extension program which could be adapted to a variety of weapon systems needs.
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NUCLEAR MATERIAL PROTECTION, CONTROL, AND ACCOUNTING
[MPC&A]

Mr. BAKER. Senator Reid, back to your question on detection, you
were not here when I talked about some of the documents that we
have put out.

You know, the problem that we had initially on the nuclear side,
of course, was the large stockpiles of nuclear weapons and nuclear
materials in Russia, inadequate accounting and protection systems,
numerous facilities in States, potential for leakage and theft, and,
of course, unstable political conditions.

I think we have come a long way. One can always use more
money. But we are now working on MPC&A at over 40 sites in the
former Soviet Union that are indicated on the map. It is in this
document, which I will give you, sir.

We expect to have completed MPC&A upgrades at 25 facilities by
the end of fiscal year 1998. We are working to improve security for
all of the weapons usable materials. The Russians have 1,200 met-
ric tons of highly enriched uranium [HEU] that can make 48,000
bombs; 200 metric tons of plutonium which can make 25,000
bombs. So we are securing this material.

We are trying to protect the material at its source. If this fails,
we are trying to work with the FBI—we have a program plan out
on how we want to work to counter theft, stop trafficking, and pre-
vent the associated potential for terrorism.

We put together a program plan to work with other agencies to
try—if nuclear material is not protected at its source, how we can
stop it from getting into the wrong hands and getting into the
United States.

So, we are working this very hard. I think it has come a long
way. I would—I do not want to take credit for this myself, but I
can—I can say if I stand back and look at the people who have
done this, I would not have believed we would have gotten this far
in 3 or 4 years.

It has come a long way, and it is thanks to people like you and
this committee that has given us the money to work these prob-
lems and work them as hard as we can to make sure that this
work gets done.

I echo what Senator Domenici said. It is not a Russian aid pro-
gram. It is the biggest national security problem, I think, that we
have in this country.

Senator REID. I would hope——

Dr. SMITH. Senator Reid.

Senator REID. Yes; please.

DEVICE ASSEMBLY FACILITY

Dr. SMITH. Just coming back to the device assembly, DOD does
have an interest in that facility, and I will get back to you in writ-
ing, because the interests are classified.

Senator REID. Thank you very much.

Dr. RE1s. If I could add to that——

Senator REID. Dr. Reis.
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Dr. REIS. I should mention that as we continue with the subcriti-
cal experiments, we would be doing some of the assembly work at
the device assembly facility.

Senator REID. I did not realize that.

Dr. RE1s. Right. And it is, obviously, an ideal place to do that
sort of work.

[The information follows:]

DEPARTMENT OF DEFENSE USE OF THE NEVADA TEST SITE

In our efforts directed at countering the proliferation of weapons of mass destruc-
tion, the Department of Defense utilizes the Nevada Test Site for training. We plan
to investigate the expansion of those training programs. This expanded role would
incorporate a wider array of the resources available at the Site.

NATO EXPANSION

Senator REID. I would only say that I hope that we proceed with
the utmost care and caution in this NATO expansion, and it does
not interfere with some of the good work that is outlined in this
document that you have submitted to us.

Senator Domenici has asked that you wait. He has some more
questions. I have no more. And so if you would have a drink of
water and stretch, go to the restroom, whatever you need, I am
going to hold—the committee is in recess until Senator Domenici
returns.

Mr. BAKER. Thank you, Senator.

Dr. Re1s. Thank you.

[A brief recess was taken.]

STOCKPILE STEWARDSHIP AND MANAGEMENT PROGRAM

Senator DOMENICI [presiding]. Dr. Reis, for the record, is the nu-
clear weapons stockpile safe and reliable, and does the DOE have
the cgpability to support the requirements of the Defense Depart-
ment?

Dr. REIs. Yes; it does, Senator.

Senator DOMENICI. How long will we have to wait until it can be
determined that the Stockpile Stewardship Program works?

Dr. RE1s. Senator, I believe it is working now. I think what we
have accomplished over the past year in terms of the specifics that
I mentioned and that which will be mentioned in detail in the testi-
mony, really gives us a reasonable degree of optimism that it will
be able to work for the future.

ANNUAL CERTIFICATION PROCESS

I think the annual certification process is a real help to us be-
cause it asks very simply: Do we have the confidence now, not just
are we safe and reliable, but are we going to have the confidence
for next year? Are we doing those things in the next year and in
the outyears that make us feel that this is a working program?

It gives us the opportunity to ask what you mentioned earlier.
Are the people certified? You know, it is not just the weapons
themselves. It is the people who have to make that judgment that
we are really concerned about. But I think over the past 2 years,
we have made some significant progress in that regard.

Dr. SmiTH. Mr. Chairman.
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Senator DOMENICI. Yes.

Dr. SMmITH. I wanted to come back to a point you raised earlier.
That is very good advice to the customer in this case; namely,
measurement of the flow of good people in and out of the labora-
tories.

I want to assure you that we, indeed, do use that as a measure
and will continue to use it as a measure.

I also wanted to just take a moment to tell a story about General
Shalikashvili that I think shows the strength of America.

The meeting that Dr. Reis referred to involving General
Shalikashvili was also attended by Dr. Hecker, the director of the
Livermore—the Los Alamos Laboratory and Dr. Narath, then the
director of the Sandia Laboratory.

And it was in that discussion where General Shalikashvili de-
cided that it was safe to go ahead without testing and made that
quite clear to the two laboratory directors.

At that point, Dr. Hecker looked around the room and realized
that he was born in Austria, General Shalikashvili was born in Po-
land, and Dr. Narath was born in Germany.

It speaks well for America that that kind of talent came to this
country and was key to making such decisions. It is those kinds of
people that we want to continue to attract, both from—natural
Americans and those who come to live here.

Senator DOMENICI. Well, let me just follow on, Dr. Smith. Is the
Department of Defense satisfied and confident that the Stockpile
Stewardship and Management Program will be able to meet the re-
quirements of the DOD the further we move away from the under-
ground testing?

Dr. SMiTH. I think the correct expression, Mr. Chairman, is, so
far, so good.

The Department agrees with your position that we must retain
the ability to return to testing in a reasonable period of time
should events occur that give rise to such a situation.

Senator DOMENICI. Now, I know, Dr. Smith, that, you know, re-
gardless of what department of Government, the executive branch
is the executive branch, and everybody in that sense works for the
President and with the OMB of the President.

ADEQUACY OF DOE’S BUDGET REQUEST

But I want to know: Does the Department of Defense have any
concerns with the adequacy of DOE’s budget request and DOE'’s
ability to maintain the professional personnel needed to assure the
safety and reliability of nuclear weapons?

Dr. SMiTH. We think that budget is adequate, just adequate.

Senator DOMENICI. Let me state for the record that it is amazing
that we have to struggle so mightily to keep this part of the De-
partment of Defense’s budget, which is managed by DOE—and that
happens to be the way it is—but it is amazing that we have to
struggle so mightily to get adequate funding, a $4 billion program,
out of a Defense (050) budget that is about $280 billion.

It seems to me that instead of nickel-and-diming this program,
which provides the underpinning of our nuclear deterrent, we
ought to be very excited that we are maintaining this capability
and perhaps the safety of the United States and the world. This
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is $4 billion basic stockpile stewardship funding to ensure the reli-
ability and trustworthiness of the nuclear weapons deterrent.

Does the Department of Defense have any specific concerns in
this regard?

You have talked generally, Dr. Smith. But are there any specific
areas of concern that we should know about?

MANUFACTURING AND PRODUCTION CAPABILITY

Dr. SMiTH. We are concerned with the production facilities. So,
we will keep a very close eye to make sure that we can reproduce,
refurbish, remanufacture components and weapons in the years
ahead.

It is too soon to suggest the situation is anything less than satis-
factory. But as I—as we look over the budget, and over the complex
in general, it is the remanufacturing capability that has gotten our
attention.

But we will keep a very sharp eye on that through the Nuclear
Weapons Council. And we will certainly come to this committee if
we think that the DOE plan is underfunded.

RELATIONSHIP BETWEEN THE DOE AND DOD

Senator DOMENICI. I know that what is key to the Department
of Energy getting an adequate budget in this regard is the contin-
ued good relationship between Dr. Reis, both as to DOE and as to
the Department of Defense.

Now, am I safe in saying that Dr. Reis is held in appropriate es-
teem by the Department of Defense with reference to their con-
cerns?

Dr. RE1s. This better be good, Harold. [Laughter.]

Senator DOMENICI. I mean, we can do this off the record, if you
would like. [Laughter.]

Or you may be excused, Dr. Reis. [Laughter.]

Dr. SMITH. No; on the record. Mr. Chairman, as you well know,
this is part of the Vic and Hal show that has been going on now
for some 2 or 3 years. And I think it is a good show. I know it is
an effective show.

And Victor better answer the same way as I am, that it is, in-
deed, a pleasure to work with Dr. Reis. And he is, indeed, held in
high esteem by the Department of Defense.

Victor.

Senator DOMENICI. All right.

Dr. REe1s. Certainly, I think Dr. Smith deserves full credit for
taking the Nuclear Weapons Council and making it a much more
active and vital organization.

You know, having worked at the Pentagon for a number of years,
it is a large, complex building. It does a lot of very, very different
things all the way from health care to Bosnia to whatever. Main-
taining the interest in nuclear weapons within that complex is his
responsibility. I think we have really come a long way over the past
couple of years.

Let me add that, yesterday I had the opportunity from the
Armed Services Committee also to work with General Habiger, to
testify with General Habiger, at the Strategic Command. Working
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with Dr. Smith over the past year—General Habiger has visited all
of our sites, all of the laboratories.

We have been working as a team in trying to ensure that both
within the Department of Defense and the Department of Energy,
that the people understand the importance of nuclear weapons, and
really understand this difference. This is the paradigm shift, if you
will, from production tests to a stockpile life extension, no-test-but-
be-prepared role that we are all facing over the next decade or
more.

LOS ALAMOS NATIONAL LABORATORY

Senator DoOMENICI. Well, I just want to make sure that you know
how I feel about statements that the Chairman of the Joint Chiefs
of Staff has made a certification. Frankly, I have great respect for
him, and I have grown to know him, and I think maybe I am even
a friend.

But it is pretty obvious that he makes none of these decisions of
the safety of this nuclear stockpile based upon his own intellectual
analysis. I mean, frankly, I believe he would have a great deal of
difficulty engaging in a very serious conversation of any length on
what goes into all of this.

So, I think that decision is rendered because he gets advice. And
the important thing is that we make sure the advice-givers are also
adequately informed.

NEW DIRECTOR AT LANL

And that leads me to just an off the cuff, yet pretty important,
remark. You know, Los Alamos National Laboratory, while it is
under the direction of the University of California, has a vacancy
in the directorship of that great laboratory soon, as Dr. Hecker is
going to be leaving.

And some, you know, might think that it is going to be all de-
cided by the University of California in their superior capability to
select Ph.D.’s with great talent. But I hope everybody understands
that we have just enumerated the significance of this office, direc-
tor of one of the big national laboratories here, in the last 1%
hours as it relates to the nuclear deterrent and the safety and reli-
ability of the nuclear weapons stockpile.

We must have somebody that understands nuclear weapons, I be-
lieve, and who understands the significance of their deterioration
or, conversely, the significance of making sure they do not deterio-
rate, and what goes into it.

So the Department of Energy, ultimately, will have something to
say about that directorship. And I would hope that the Department
of Defense would have something to say about it.

I make no bones about that, regardless of what the University
of California thinks. I am not interested in what their regents say.
I am interested, ultimately, in their regents—I am interested in
what some people that know about this laboratory and its relation-
ship to our security have to say.

Is that a fair assessment, Dr. Reis and Dr. Smith?

Dr. REIS. I can tell you that the people from the University of
California search group have already spoken to me about my re-
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quirements—what I felt my requirements would be for the director
of the laboratory. They were not very different than your own, sir.

I am sure that as that process goes on, if past experience is any
indicator, that we will continue to maintain that close relationship.
With your permission, I will certainly pass your remarks on to the
university.

Senator DOMENICI. Yes; I am very interested in their decision-
making, because they want somebody of high, high academic prow-
ess that can carry the mantra right. But I think it is fair to say
that we would be very interested up here in making sure that
those who have to run this program also think that they are quali-
fied for this particular job.

I think that would be a good thing to comment to them on.

Dr. Smith?

Dr. SMITH. Simply to say that the Department of Defense echoes,
very much, what you said.

CHEMICAL AND BIOLOGICAL WEAPONS NONPROLIFERATION

Senator DOMENICI. Let me move to you, Mr. Baker. You have
told us about the great accomplishments as you see them of the
$17 million that was earmarked to undertake R&D related to de-
tection of materials used in making chemical and biological weap-
ons.

How much of that $17 million has been actually allocated in
1997, and the $23 million that came forth in the President’s budg-
et, what was your actual request?

Mr. BAKER. We have gone to work, sir, on the $17 million. The
$17 million has been allocated. We have put work at all of the labs.

The labs came in with proposals on what we could do. Those pro-
posals were looked at by the customers. We put the moneys out to
the labs. They have gone—like I say, we are building right now
sensors systems, standoff sensor systems. We are building also sen-
sor systems that you can use up close for biological detection.

What we plan to do with the $23 million is continue to work on
these sensor systems—they are not easy to build, especially in the
biological area—and also to work on some plume modeling so that
we can detect what is in these plumes.

We are also trying to assess, develop, and validate, the applica-
tion of all of these plumes, and to predict how chemical and biologi-
cal agents disperse, and who may be at risk in this.

So, I think with that small amount of money, if we can do this,
it well pays for itself.

And again, we are working very closely with our customers—the
Department of Defense and also the first-responder-type people,
FEMA, and people like this, to try to help them out also on this,
as they go through this first-responder training.

TREATY MONITORING AND PROLIFERATION DETECTION

Senator DOMENICI. One of the most important areas related to
nonproliferation is treaty monitoring and proliferation detection.

The budget request does not seem to place a very high priority
in that area. Am I in error, or would you comment on it?

Mr. BAKER. Well, sir, we still have our treaty monitoring capabil-
ity. As you know, we are building—we are doing research for the
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international monitoring system for the Comprehensive Test Ban
Treaty [CTBT] as well as other monitoring capabilities so that we
can detect nuclear explosions underground, underwater, and in the
atmosphere.

We still have our detection systems to monitor the current trea-
ties that are in effect. For the CTBT, again, we are doing all of the
R&D for the international system; like I say, for underground, at-
mospheric and underwater.

So, we feel like it is adequate. We can always use more money,
but we think right now that we have enough money to do what we
have to do, which is monitor the current treaties and also prepare
for a comprehensive test ban monitoring capability.

SPENT FUEL PROGRAM IN NORTH KOREA

Senator DOMENICI. Let me just ask one question about North
Korea. There is an increase in the request related to spent fuel
work in North Korea.

If you can tell me what is the extent of our activities in that re-
gard? What were they in 1997? And what do we expect them to be
in 1998? What is left to be done under the agreement?

Mr. BAKER. I am happy to say, sir, we have right now—out of
the 8,000 fuel rods that we have in North Korea that we are trying
to can, we have canned over 60 percent.

We—as you know—initially, when we went into North Korea, we
ran into a lot of problems, a lot of sludge in the pool that we did
not expect, heating systems that went bad. We had to ship in heat-
ing systems. We had to ship in more cranes.

So the program is working very, very well. We plan to be done
with all 8,000 fuel rods, hopefully, by the end of the year; I hope
by September.

My staff says, “Please say by the end of the year.”

We are working this very quickly. Ms. Cherie Fitzgerald is the
person that has been working this full time.

After we can all of this and tag all of this for IAEA safeguards,
we are asking for $5 million in fiscal year 1998. What is that used
for? Well, it is used for equipment maintenance. It is used for spent
fuel and canister maintenance.

It is for personnel oversight. We have to go over with the TAEA
and do technical evaluations of all of this to make sure it is in the
same sealed canisters that we had it in when we leave, hopefully,
in September.

Senator DOMENICI. We seven Senators are going to North Korea.
They extended the invitation, and they tell us that they are going
to welcome us and our plane. I have heard that sometimes they in-
vite, and then when you are en route, they say you cannot come
in.
We are sure hopeful that with the chairman of the Appropria-
tions Committee, myself, Senator Thad Cochran, Daniel Inouye,
and a few others, that they will let us come in and talk with them.

Obviously, we will have some discussion about your program.

Mr. BAKER. Thank you, sir. I hope that they will let you in, too.
[Laughter.]

I think they will.

Senator DOMENICI. We will see.
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Mr. BAKER. We will work that. Ms. Cherie Fitzgerald will work
that.

Senator DOMENICI. I think there are a few people telling them
it will be kind of important.

Mr. BAKER. Yes, sir; those are the people——

Senator DOMENICI. Not that

Mr. BAKER [continuing]. That control our money.

Senator DOMENICI. Not that we are bringing anything with us;
I mean, we have no gifts.

Mr. BAKER. Yes, sir.

Senator DOMENICI. But they would maybe like us to bring some
food, but our plane is not really one of those kinds of planes. So,
we cannot do that.

I have a series of questions that were submitted by Senator Reid
that he did not ask, and some by Senator Craig. I am going to in-
clude them in the record and see that you get them. Whoever the
questions were directed to will get the questions.

CORE RESEARCH AND ADVANCE TECHNOLOGY PROGRAMS

Senator DOMENICI. Let me proceed with just a few questions re-
garding the Core Stockpile Stewardship Program, particularly the
impact on core research and advance technology work to fund some
high profile programs and initiatives such as the accelerated stra-
tegic computing initiative and the national ignition facility.

We have talked about that and my concerns are that these high
profile initiatives are important and have to be maintained if we
were going to have a reliable Stockpile Stewardship Program.

But these new initiatives should not be undertaken at the ex-
pense of the basic core competency of the national laboratories.
How do these core research and advance technology activities con-
tribute to the stewardship maintenance mission?

And what vulnerabilities do you see, Dr. Reis, in the core re-
search and advance technology programs in the near and long-
term, if the downward funding continues in those areas?

Dr. REIS. Senator Domenici, there are a number of tensions that
occur within a program that is changing as much as we are. Part
of the changing is how to invest now in terms of what the concerns
are in the future.

Another concern we heard from Dr. Smith is, How do you de-
velop a balance between production, which occurs now, production
in the future and the research?

Not only do we have to remanufacture, which we know we have
to do, but we have to do the surveillance to ensure, you know,
when should we do the remanufacture?

Then we have to have the assessment. When we replace the
parts, are they sufficient—are they as good as the old parts? Will
the weapons work and will they work effectively?

As you pointed out earlier, we have been going through a major
change over the past 3 or 4 years. So inevitably one has tensions,
and one has to make judgments in terms of: Am I investing in the
future properly, or am I investing in what I am doing currently?

In the past, the way the weapons complex and the laboratories
operated, in particular they had a large core research effort. That



52

core research expanded and contracted depending upon the new de-
velopment requirements.

If there was a lot of development work, the core research was
contracted, perhaps. And then the people who were working on the
core worked on a new development.

That paradigm is changing now. That model is changing. Clearly,
we cannot eat our seed corn as we are working on current prob-
lems. On the other hand, if we do not plant that seed corn properly,
it will never work.

I think we have a reasonably good, balanced program right now.
I am concerned, certainly as you are. Is the program balanced prop-
erly? All the time, that is one of the major efforts of what we have
to do, provide the judgment ourselves. We do not do that ourselves.
When I say ourselves, I mean the DOE/DOD team.

But that really is, in large measure, judgments within the lab-
oratories. I mean, that is where the expertise is. You talked about
computing earlier. Well, we have to buy the new machines. But
also we have to develop the codes to use those new machines. We
have to do the experiments to validate the codes for the new ma-
chines. At the same time, we have to maintain our current produc-
tion complex.

Indeed, the thing that I keep coming back to, and I am pleased
that you keep coming back to, is the people themselves, because ul-
timately this is a judgment call. We have to keep investing to en-
sure ourselves that we have the best and brightest people working
on these tough problems.

DEFENSE PROGRAMS FUNDING

Senator DOMENICI. Well, let me just give you a couple of exam-
ples. I am concerned particularly that the budget request might not
be adequate for some of these support activities. And I am just
going to state a few.

The microelectronics, the weapons physics and advanced hydro-
dynamic radiography effort at Sandia, these have been coming
down, I understand

Dr. RE1s. Yes.

Senator DOMENICI [continuing]. For 2 years. But I am concerned
whether this is going to create a problem as it relates to the capa-
bi%ity of the national labs to solve critical issues of the aging stock-
pile.

Could you comment on that?

THE AGING STOCKPILE

Dr. RE1s. Again, we are trying to balance those as best one can.
Those are important issues; there is no question in my mind. Those
are important issues.

We will try to be perhaps more specific and answer that question
in terms of where we are going. Again there are always balances
and judgment calls that we are making.

DUAL AXIS RADIOGRAPHIC HYDRODYNAMIC TEST FACILITY

Let us take one very specific important area. It is the dual axis
radiographic hydrodynamics test facility [DARHT]. We are work-
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ing—as I mentioned in my testimony, we are pressing hard on the
DARHT facility.

Senator DOMENICI. Yes.

Dr. RE1s. Well, we want to be sure we get the DARHT facility
working properly. We want to be looking at the next step, you
know, basically the next step beyond that.

We want to be sure we nail one down firmly before we are sure
what the next step might be, so there is a balance. Basically, there
is a balance. There is a balance there that has to take place.

We feel pretty comfortable in the budget we are presenting to
you, that we have done that balance about right. But we have just
got to keep working that problem in the future to be sure that we
do not get in those situations, as you mentioned.

NATIONAL IGNITION FACILITY

Senator DOMENICI. Let me talk a little bit with you about the
NIF facility.

Dr. REIS. Yes.

Senator DOMENICI. My questions today will not go into the sci-
entific pros and cons, but it will be relegated to issues of cost

Dr. RE1s. Yes.

Senator DOMENICI [continuing]. And cost overruns, and it will all
be predicated upon if we fully fund NIF. And I said that “if” first.

The total construction cost has increased from $842.6 million to
$1.046 billion. And the program cost has gone from $1.074 billion
to $1.199 billion, $1.2 billion.

Now I think it is very important that we look at history, and
frankly, the Department of Energy’s history on major, big, big
projects is pretty abysmal. I do not have the statistics in front of
me, but for major facilities, there are many of them that never
reach——

Dr. RE1S. I can——

Senator DOMENICI [continuing]. Fruition, never completed or uti-
lized after a lot of money was put in them. Part of the reason for
them not reaching fruition, not totally, but part of it is that the
costs skyrocket, and then they are easy prey because they get to
be very big. Big overruns make noise and draw attention.

So could you tell me what the Department is doing to assure that
overruns are held in check and that when we decide whether we
are going to proceed with this project, that we know the costs?

DEFENSE ASSET ACQUISITION ACCOUNT

Dr. REIs. Yes, Senator. I think one of the advantages of full asset
funding is you authorize the whole project in one chunk, and that
is it. Then we basically have to live with that. So, that is a help.

Whether full asset funding gets approved or not, we have really
gone through extraordinary measures on the national ignition facil-
ity to ensure ourselves that that overrun situation, the schedule
slip, does not take place.

We have had extensive external review by people who are expert
in these things, not just within the Department, but outside of the
Department.
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Because the national ignition facility is relatively large from a
Defense program’s perspective, we have gone more than the extra
mile on that.

We feel quite confident that we will be able to pull that out de-
spite the Department’s experience on a number of programs is as
you have mentioned. It is frequently mentioned to me in hearings,
not just in this committee, but other hearings as well.

I hear about the Clinch River breeder reactor and superconduct-
ing super collider and a number of other situations as well.

One of the things we have done is spend the extra time up front.
If you look at the problems that those particular projects ran into
trouble with, inevitably—by the way, this is true not just for DOE
problems, but DOD ones and civilian ones.

As you know, it is that you do not have the proper understanding
of what the technology is, of what the costs are up front; you do
not do the designs properly. You move to step two before you have
completed step one.

That is why, as you have noticed, the numbers have gone up, be-
cause we have spent the year working through detailed design re-
views, scope changes, getting the contractors on board, and getting
a much better understanding of where we are going before we
started construction.

I think we have a very good plan. We have scrubbed it up and
down, back, forwards, et cetera, every way, every which way. We
brought in not just the people who tell you how it does not work,
but the people who have worked it.

The Department really has done a number of projects like the
light sources and a number of other projects where, in fact, they
have brought projects in on time, on schedule and actually, in some
cases, under budget. Those are the people we have brought in to
help us work with the national ignition facility.

Senator DOMENICI. Dr. Smith, I note you have been having a con-
versation with one of your staff. Are you on a timeframe that is ur-
gent? We can excuse you, if you need be. I will just submit the few
questions I have in writing.

Dr. SmiTH. Mr. Chairman, you are, as always, a perfect gen-
tleman.

No, I want to make sure that I am up to date on some ancillary
points that Dr. Reis mentioned. I am under no time constraint.

Senator DOMENICI. All right.

Let me say, you should have added also that you have built into
it some additional flexibility as I understand it, Dr. Reis.

Dr. REers. That is correct. That is the part of, as I mentioned,
what makes a good project. You have contingencies. You are honest
with those, to start out with.

Certainly, within Defense programs, and the Department, we are
quite comfortable that for NIF we really have looked at not just
lessons from the things that did not work, but also lessons from the
things that did work.

The team we have, remember, brought in NOVA on time and on
budget. That has been a very, very successful experimental facil-
ity—as well as the work we have done on OMEGA at the Univer-
sity of Rochester.
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Again, there is a record of success on these types of projects with-
in the Department of Energy, I think, that is world class.

NATIONAL ENVIRONMENTAL POLICY ACT

Senator DOMENICI. This is really an aside, but I think it is good
to discuss it with both the Defense representation and the DOE’s
representation.

I have no answer to this situation, but I will inquire of the De-
partment with regard to the cost of using NEPA, the National En-
vironmental Policy Act, as one of the major tools for determining
whether we do things at our national laboratories, and whether the
DOE is moving ahead with new activities.

My own view is that I do not think that NEPA was ever intended
to be a planning tool. In fact, I think the way it is written up in
law and applied, it is really not intended to be that. It was not in-
tended that every project of every size, anywhere, have full Na-
tional Environmental Protection Act application.

I do believe it is relevant to note that huge numbers of our
projects and programs within the Department of Energy cannot
move without a full EIS.

And I am not now critical of the Department, at least not yet,
because for the most part, they have been ordered to do that, or
lost the case where a judge says they must.

And I am not adverse to NEPA. I am just somewhat cognizant
of the fact that it is not really intended to be a day-in/day-out plan-
ning tool for the maintenance of a national laboratory, or for im-
provement or additions.

It is supposed to be there if there is a major Federal action tak-
ing place. And so in due course, it would seem to me that becomes
important in this program, because to the extent that it requires
long delays from a project’s origin to turning the first shovel of dirt
and finishing the project, is very, very important to a program such
as stockpile stewardship and management.

Again, today, I do not expect any comments, but I would say that
I would think the Defense Department would be interested in
whether the application NEPA is now just a matter of routine,
when some discretion ought to be used.

And perhaps Congress ought to be asked in some instances what
Congress thinks about some of these things, certainly in the au-
thorization process or maybe in the appropriation bills.

So, I just make that observation. If it prompts either of you to
make a comment, fine. If not, we will follow it up with the Sec-
retary of Energy.

DOD VIEWS OF NATIONAL ENVIRONMENTAL PROTECTION ACT

Dr. SMITH. Mr. Chairman, I commend what you have said. And
I hope you will continue to follow your line of reasoning. I think
you are on point.

Let me give the response from the DOD point of view. That is,
if ever and whenever we feel that national security is being threat-
ened by impractical application of NEPA, then we have exactly the
responsibility that you just said.

I would, of course, bring it first to my superiors in Defense. We
would find a way to make sure that the Congress understand that
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we, in Defense, are worried about EIS-this or EIS-that. So your
point is well taken, sir.

Senator DoMENICI. Well, I want to be a little more specific with
Vic, because I do not want you here today necessarily trading the
Department’s views. I am not asking for that.

But maybe you could supply, for the record, how much the EIS
for stockpile stewardship has cost. Could you do that for us?

Dr. REIS. Surely.

Senator DOMENICI. And I understand that with reference to NIF,
an environmental group has just asked a judge who ruled on this
issue to reconsider whether DOE is fulfilling its obligations under
an old EIS.

Could this judge question all of your plans?

Dr. REIS. Judges can certainly question anything they wish.
But

Senator DOMENICI. Are they apt to in this case, basically?

Dr. RErs. I do not know the answer to that.

Senator DOMENICI. All right.

Dr. REIS. Senator, I do know we feel comfortable with the sub-
stance of the Stockpile Stewardship and Management Environ-
mental Impact Statement. We spent a lot of time and a lot of effort
on it.

But we think it is an excellent document. We believe Secretary
O’Leary supported it. She went on the record a record of decision
last December. It has been some months since that has been out.

Our General Counsel people feel very comfortable that we have
complied with the law, and the spirit of the law, certainly. We will
certainly keep you informed in terms of what is happening there.

Senator DOMENICI. Well, maybe if you can, along with your sub-
mittal on the very targeted portion, I just ask for dollar numbers
on stockpile stewardship.

Dr. REe1s. Well, I think you asked for them all. I took the ques-
tion as saying not just the stockpile stewardship.

Senator DoMENICI. Well, [——

Dr. RE1s. But all of those, because, for example, we have Nevada.
The environmental impact statement, as you know we have the en-
vironmental impact statement for DAHRT.

Senator DoMENICI. That is fine.

Dr. REis. Did I get the sense of your——

Senator DOMENICI. I will modify it as to the extent that I do not
think I said that. I am now saying that.

Dr. Re1s. Oh, OK. [Laughter.]

[The information follows:]

CoSTs OF ENVIRONMENTAL IMPACT STATEMENTS FOR THE OFFICE OF DEFENSE
PROGRAMS

The estimated cost to prepare Environmental Impact Statements (EIS’s) for the
Office of Defense Programs (DP) from January 1990 to March 1997 is approximately
$111.3 million, including an estimated $20.0 million for the Reconfiguration Pro-
grammatic Environmental Impact Statement (PEIS), which was not completed, (see
Note 2 of Table 1), and $16.4 million for five EIS’s currently in preparation or plan-
ning. The breakout of costs for each of the EIS’s is shown in Table 1, which follows.

In accordance with the Council on Environmental Quality regulations (40 CFR
1500-1508) and the DOE National Environmental Policy Act (NEPA) Implementing
Procedures (10 CFR 1021, as amended), DP uses programmatic and site-wide EIS’s
to support broad decisions and as a basis for tiering subsequent narrower decisions.
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In addition, DP prepares site-wide EIS’s for its sites to assess the individual and
cumulative impacts of all activities at those sites. In the past seven years, DP has
completed two major programmatic EIS’s and three site-wide EIS’s that have as-
sisted in making decisions for the future direction of the nuclear weapons complex.
The costs of these documents constitute over 95 percent of the expenditures on DP
EIS’s, and represent an investment for the future of the DP mission. Whenever pos-
sible DP has included specific project analyses in programmatic and site-wide EIS’s;
these specific projects might have required separate EIS’s or Environmental Assess-
ments had they not been included in these EIS’s. These extraordinary documents
represent a one-time investment involving multiple programs and large sites, a
heightened level of technical controversy, extensive data gathering and analytical
requirements, and extensive public involvement. The cost to prepare these docu-
ments is a small percentage of the total project or program costs (much less than
1 percent). With the completion of these documents, our future NEPA compliance
costs will be considerably less than in preceding years.

EIS COSTS TO DATE FROM JANUARY 1990 TO MARCH 1997 FOR PAST AND CURRENT DP
ACTIONS

[Dollars in millions]

EIS title continued EIS type Cost Completed
Operation of Lawrence Livermore National Laboratory/Sandia Site-wide ........... $9.0 11/06/92.
National Laboratories, Livermore.
Dual Axis Radiographic Hydrodynamic Test Facility (DARHT) at Project ............... 3.0 09/08/95.
Los Alamos National Laboratory.
Tritium Supply and Recycling? ... Programmatic ... 21.0 10/27/95.
Nevada Test Site and Off-site Loc Site-Wide ........... 10.4  10/18/96.
Stockpile Stewardship and Management?2 .........cccooovvevvinnnnee Programmatic 16.0  11/15/96.

Continued Operation of the Pantex Plant and Associated Stor- Site-Wide 15.5  12/13/96.
age of Nuclear Weapons Components.
Los Alamos National Laboratory .........ccceeeevveverreeeeeeersisiennns Site-Wide ........... 321.0 03/31/98.
4149
Construction and Operation of an Accelerator for the Production  Project ............... 33.0 07/31/983.
of Tritium at Savannah River Site. 40.8
Selection of One or More Commercial Light Water Reactors for  Project .............. 34.0 09/25/983.
Tritium Production. 40.4
Sandia National Laboratories/New MeXico ...........cccovevveveereernnnnes Site-Wide ........... 313.0 01/22/993.
()
Tritium Extraction Facility at Savannah River Site .........cc.cco...... Project 314 09/15/983.

40.3

IThis table does not include several Savannah River Site EIS's, which were started as Defense Programs EIS's, but
were finished after the Site’s transition to the Office the of Assistant Secretary for Environmental Management. Costs in-
clude Federal staff, support contractor, and management and operating contractor expenses.

2Cost for the Reconfiguration PEIS of $20.0 million, which included cost of activities between issuing the Notice of In-
tent on February 11, 1991, and issuing the Notice of Intent to separate the Reconfiguration PEIS into the Stockpile Stew-
ardship and Management and the Tritium Supply and Recycling PEIS’s on October 28, 1994, is not included in the cost
of each of the subsequent EIS’s.

3Estimated total.

4To date.

Senator DOMENICI. I thought I said stockpile stewardship, but
you excite me by saying you have—you are willing to do some
more. [Laughter.]

Dr. RE1s. Well, I got the impression you were concerned about
the whole issue. I think we will try to answer that question as best
we can.

Senator DOMENICI. You are absolutely right; who knows what a
judge will do? Some people assume that because judges make rul-
ings, that really was the intent of Congress. It is obvious that,
many times, it is not. And yet we have watched all of this evolve
without much attention up here.



58

So maybe we do not have enough time to go look at

Dr. RE1s. Well, I certainly would appreciate your interest in that
subject.

Senator DOMENICI. Well, we are interested. You have that——

Dr. REis. Right.

TRITIUM PRODUCTION

Senator DOMENICI. I have a number of other questions for the
subcommittee and some submitted by Senator Burns and Senator
Dorgan, but I am going to concentrate in one area and then submit
the rest of them.

Let us talk a little bit about the Tritium Supply Program. As I
understand it, the budget request for fiscal year 1998 is $184.5 mil-
lion. That is about a $35 million increase from the $150 million
that we provided in last year’s bill.

The Department’s dual-track strategy for providing an assured
source of tritium from either the accelerator, which we call the
APT, or from the commercial light water reactor, the CLWR, the
Department is expected to make the technology decision in late
1998.

Am I correct so far?

Dr. Re1s. That is correct.

Senator DOMENICI. The technology that is not selected will be de-
veloped, if feasible, as a backup source. Secretary O’Leary late last
year directed that the fast flux test facility at Richland, WA, be re-
tained in whatever it is called.

Dr. RE1s. I think it is in standby mode, I believe.

ACCELERATOR PRODUCTION OF TRITIUM

Senator DOMENICI. Yes; on standby mode as additional source. So
let me go on now.

The budget request supports the initiation of the preliminary de-
sign on the accelerator production, APT, of $168 million, and de-
tailed design of the tritium extraction facility to be located at Sa-
vannah River, at $39.5 million.

Can you describe, briefly, the status of the accelerator production
of tritium, and the commercial light water reactor production?

Dr. RE1s. I would be glad to, Senator. Both of those programs are
on schedule. They are moving well. Concerning the accelerator pro-
duction of tritium. There have been a number of technology dem-
onstrations about some of the critical areas that people were con-
cerned about at the Los Alamos National Laboratory.

All of those are doing, I should say, extremely well. Some of the
components are actually working better than people had said at
their requirements level.

We have brought on the potential prime contractor, Burns and
Roe, with General Atomics, as a major subcontract to them. We
have pulled together, I think, a very good management team led
at this time by the Los Alamos National Laboratory.

COMMERCIAL LIGHT WATER REACTOR
So, I am quite pleased with the progress there.
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Similarly, concerning the commercial light water reactor, a draft
request for proposal has gone out for the utilities for a potential ei-
ther purchase or radiation source purchases. So that is on schedule
as well.

As you point out, the extraction facility, which we would need as
a backup in any event, is going forward.

So again, what we are trying to do on that program is manage
that similar to the national ignition facility, in the sense that we
are trying to ensure ourselves that all of the technical bugs for the
accelerator or all of the concerns that one might have are all
worked out ahead of time, so that when Secretary Pefia makes a
decision, in which direction it goes, when we get a go for it and
present it to you, that you can feel comfortable that there is not
going to be an overrun sometime later in the program, or the pro-
gram will not meet its, I should say, demanding schedule that has
been put forward to us by the Department of Defense.

Senator DOMENICI. Dr. Smith, I assume that this dual-track ap-
proach, even though one of the tracks contemplates the accelerator
technology which has not yet proven itself in the field, that the De-
partment of Defense approves of this and thinks this is the right
way to go.

Dr. SMITH. Oh, we definitely want the dual track. And I will say
right away, Mr. Chairman, that the progress that Dr. Reis has just
cited will be reviewed very carefully and in depth by the Nuclear
Weapons Council.

We definitely want two tracks because there is technical risk as-
sociated with the APT, and there is legal risk associated with the
commercial reactor approach.

This is not the right time to make a decision. So we will rereview
this periodically, certainly within the year.

Senator DOMENICI. Dr. Reis, you do not have to answer this now,
but what I would like you to do for the record is state for us the
technical, regulatory, and legal concerns that would jeopardize or
delay current production schedules for both of these alternatives
and to relate those potentials to the milestones that you have in
your current plan.

Would you do that for the record for us, please?

Dr. RErs. I would be glad to, Senator.

[The information follows:]

TECHNICAL, REGULATORY, AND LEGAL ISSUES REGARDING THE TRITIUM SUPPLY
OPTIONS

For the Accelerated Production of Tritium (APT), the initial technical concerns
centered on the need to integrate the individual components of the system into a
production facility capable of continuous operation. Thus, during the past year and
the next two years, the Department will design, build, and test critical components
of the accelerator system and the results of these tests will be important inputs to
the final design. Prior to a final selection decision the main areas of technical uncer-
tainties have been completely resolved and are not expected to impact the plan for
first production during commissioning in 2006 and 2007 with production at the full
rate in 2007. Many of our initial individual technical concerns have already been
settled by some earlier tests or the evolution of the design. The integration and op-
eration of the low energy portion of the accelerator at full power will provide valu-
able data regarding system availability, component reliability, and beam dynamics.
Target/blanket prototype demonstrations will confirm predictions of tritium produc-
tion efficiencies and demonstrate the fabricability of target/blanket components.
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There are no significant regulatory concerns for the accelerator and the Depart-
ment does not foresee any legal issues as long as the accelerator is built at an exist-
ing DOE site (Savannah River Site).

With over 10 years of research, development, and testing completed to date, the
technical aspects of producing tritium in commercial reactors are well characterized.
To confirm these past results, the Department is conducting various laboratory tests
and is planning to irradiate lead test assemblies in an operating commercial reactor
this fall. However, the work done to date demonstrates that production of tritium
in a light water reactor is technically straightforward.

With regard to regulatory issues, any commercial reactor engaged in tritium pro-
duction will be required to obtain an amendment to its operating license. If the De-
partment purchases an existing reactor, the NRC license may have to be transferred
or terminated. If the Department’s tritium strategy involves the completion of a par-
tially completed reactor, there will be regulatory requirements that must be met be-
fore operation may commence. The Department has developed regulatory “road-
maps” for each of the three acquisition scenarios. The CLWR Project schedule in-
cludes sufficient time for the regulatory process to be completed.

The Department will shortly be submitting draft legislation to Congress to ad-
dress several issues concerning the commercial reactors. These include: (1) Sec. 103
of the Atomic Energy Act: The Department of Energy is seeking authority for the
Nuclear Regulatory Commission to license a nuclear power plant owned and oper-
ated by the Department, if necessary. (2) Sec. 210 of the Department of Energy Na-
tional Security and Military Applications Act of 1981 (42 U.S.C. 7272): For purposes
of producing tritium in commercial reactors, the Department is seeking a waiver of
the prohibition of the Nuclear Regulatory Commission from using appropriated
funds for licensing activities for any defense activity or facility of the Department
of Energy. (3) Sec. 57(e) of the Atomic Energy Act (42 U.S.C. 2077): The Department
of Energy is seeking clarification of this provision, which addresses the production
of special nuclear material for nuclear-explosive purposes in licensed (commercial)
facilities. Even though tritium is not a special nuclear material, this Section could
be open to an interpretation, not intended by the drafters, which could prohibit the
fuel in commercial reactors from being used to produce tritium for defense purposes.

Additionally, Sec. 44 of the Atomic Energy Act (42 U.S.C. 2064) enables the Sec-
retary of Energy to sell or use for Department purposes any power produced at pro-
duction facilities. The Act does not address power produced at commercial facilities
involved in tritium production. The Department is seeking to expand upon the au-
thority of Sec. 44, authorizing the sale of power generated by a tritium-producing
commercial reactor.

On January 28, 1997, the Department released a draft Request for Proposal from
nuclear utilities to sell to the Department a reactor(s) or irradiation services. Sev-
eral utilities have expressed, both verbally and formally, that they believe a formal
congressional expression of support for the use of commercial reactors in tritium
production is necessary as a predicate to utility participation in the long-term pro-
gram.

While production of tritium in commercial reactors is not expressly prohibited
under the Atomic Energy Act or any other law, the legislation to be submitted by
the Department would erase any doubt as to the authority of the Secretary to en-
gage in this activity.

To address these issues, the Department is seeking to amend Sec. 91 of the Atom-
ic Energy Act to assure the utility community, the Nuclear Regulatory Commission,
and the Department that the Secretary has specific authority to: (1) be considered
a “person” and able to own and operate a nuclear power plant under license; (2) use
a commercial nuclear power plant to produce tritium for defense purposes, by either
lease or purchase; and (3) sell power produced by such a plant under regulation by
the appropriate Federal and State agencies.

The CLWR schedule permits sufficient time to address these issues and still meet
the requirement of delivering new tritium gas in 2005. The schedule includes sig-
nificant time to address legal or regulatory contingencies.

The APT Project can meet the required date. Based on the schedules and mile-
stones identified in the APT Conceptual Design, the Department of Energy, as well
as the Nuclear Weapons Council, is satisfied that the APT is capable of meeting the
tritium requirement dates outlined in the Nuclear Weapons Stockpile Memorandum.
The project schedule, however, is dependent on the availability of adequate project
funding. Full funding of preliminary design in fiscal year 1998, final design in fiscal
year 1999, and construction in fiscal year 1999 is necessary to ensure first produc-
tion is achieved during commissioning in 2006 and 2007 with production at the full
rate in 2007.
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TRITIUM REQUIREMENTS

Senator DOMENICI. In general terms, how do the total tritium re-
quirements change under START II or START III situations? How
are they to be compared to current requirements and the date that
the newly produced tritium will need to be available?

Who knows the answer to that?

Dr. Reis. I will start the answer to that. I will take the easy part
first. We do not know what START III would be. I will turn that
over to my colleague.

Senator DOMENICI. He may not know either.

Dr. RE1s. I suspect he does not know either.

But the way it currently works, actually, there is not very much
difference between, you know, START I or START II from our per-
spective because, after all, we are expected to be able to produce
the tritium for the inactive reserve as well as the active reserve.

So while the numbers change, in terms of START I or START
II, our requirements as set forward by the Department of Defense
would not be that much different. Those are the requirements, by
the way, that we are designing our system to meet.

Senator DOMENICI. Dr. Smith?

Dr. SMITH. Despite the complex nature of the problem, I will give
you a strangely quantitative answer. Under the lead and hedge
strategy, which we do impose upon DOE, under the hedge strat-
egy—that is, the ability to return to START I levels—we will need
new tritium by the year 2005. And I think that that is well under-
stood, well studied.

If sometime between now and that date, we decide that we can
safely go to the START II levels, then we do not need new tritium
until sometime after 2010. I think that that is as good a measure
as we can provide right now.

And I think we feel very confident that we understand the situa-
tion.

START III, Victor is right. I do not know the answer.

Senator DOMENICI. Well, look, I think you gave us just what we
need. And we have to keep the eye on that ball, because we have
a lot of people challenging the Department of Energy on this one.

We have certain Senators who, you know, have taken the posi-
tion that one of the reasons we do not need a Department of En-
ergy is because of their inability to address this issue. That is not
my position.

But I think it is very important that the highest echelons of the
Department of Defense be stating the case that things are going all
right and the Department of Energy is not dragging its feet and it
%s not anti, and 1t has nobody over there trying to thwart this ef-

ort.

I gather that if such was the case as of this hearing date, some-
body would be telling me about that, or somebody would be calling
theuofﬁce to report from the Defense side that this is not working
well.

I do not want to wake up on the Senate floor with somebody, as
I am marking up this bill, somebody saying the Department of De-
fense challenges the Department of Energy’s schedules and its
plans, or the like.
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Is it fair to assume that will not happen, at least as of today’s
facts, in the Department of Defense?

Dr. SMITH. You may rest easy, Senator.

Senator DOMENICI. OK. I think we have maybe 20 or 30 ques-
tions directed mostly at Dr. Reis. We will submit those for your re-
sponse.

Dr. RE1s. When will you be back from North Korea?

Senator DOMENICI. I will be back—well, if they let us in—
[Laughter.]

And let us out—[Laughter.]

We will be back:

Dr. SMITH. Or let us out might be the——

Dr. RErs. Right.

Senator DOMENICI. We will be back when the Senate comes in.
I am not coming back before then.

Dr. RE1s. Well, good luck on your trip, Senator.

Senator DOMENICI. Thank you.

Mr. Baker, do you have anything further to comment?

Mr. BAKER. No, sir; just good luck on your trip.

Dr. SmiTH. Yes.

Senator DOMENICI. We will not be in areas where you have done
most of your work. You know, I tried to do that, but frankly, I said:
“Why do I not leave the group and go on over into the area where
I could visit a couple of your facilities that you worked on?”

]13ut you know, in Russia, that is just not so easy. That is 4,000
miles.

Mr. BAKER. It is a long way, sir. But hopefully, you will go back
and we can show you a lot that we have done.

ADDITIONAL COMMITTEE QUESTIONS

Senator DOMENICI. I keep hearing the Russian leaders would like
to see me and talk with me about this. And where I am going, ap-
parently, there is nobody interested in this. So—but that is all
right, too.

[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED BY SENATOR DOMENICI
SUPPORT TO DEPARTMENT OF DEFENSE

Question. Dr. Reis, is the nuclear weapons stockpile safe and reliable, and does
DOE have the capability to support the requirements of the Defense Department?

Answer. The nuclear weapons stockpile continues to be safe and reliable. The De-
partment of Energy and Department of Defense have expressed, in the joint Annual
Certification Report, that it is not necessary to return to underground nuclear test-
ing at this time to validate the safety and reliability of the nuclear weapons stock-
pile. The Stockpile Management program fully supports the fiscal year 1998 require-
ments, as defined in the President’s Nuclear Weapons Stockpile Plan.

CONFIDENCE IN STOCKPILE STEWARDSHIP AND MANAGEMENT

Question. Dr. Reis, how long will we have to wait until it can be determined that
the science-based Stockpile Stewardship program works?

Answer. The Science-Based Stockpile Stewardship program is working now. First,
the Department has successfully addressed an issue with the Trident I (W76) war-
head by using a combination of analysis, new experimental data, archived test and
manufacturing data, and, most importantly, the collective judgement of the weapon
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design laboratories. This success in using today’s tools gives us confidence that the
even more powerful testing tools to be developed will allow us to solve future stock-
pile problems without underground testing. Second, on February 7, 1997, the Sec-
retaries of Energy and Defense certified to the President that the stockpile is “safe
and reliable” and that “there is no need to conduct an underground nuclear test at
this time.” This certification came after an exhaustive review of all active and inac-
tive weapons types by the weapons laboratories and the DOD-led joint Project Offi-
cers Group.

DEPARTMENT OF DEFENSE

Question. Dr. Smith, is the Department of Defense satisfied and confident that the
science based Stockpile Stewardship and Management Program will be able to meet
the requirements of the DOD the further we move away from underground testing?

Answer. With several caveats, the answer is “yes.” Maintenance of a safe and reli-
able enduring stockpile of nuclear weapons is in the supreme national interest of
the United States. DOD is currently satisfied that the science based stockpile stew-
ardship and management program will meet the requirements of the Nuclear Pos-
ture Review. Our level of confidence in the stockpile will depend on the nature and
scope of the problems that arise in the enduring stockpile. The Stockpile Steward-
ship and Management Program (SSMP) is currently our best approach to maintain-
ing confidence without underground nuclear testing. Should the SSMP uncover
problems that could only be rectified by testing, the President has stated that he
would invoke the “supreme national interest” clause of the Comprehensive Test Ban
Treaty. I am confident that this dramatic action will not have to be taken.

Question. Dr. Smith, does the Defense Department have any concerns with the
adequacy of DOFE’s budget request, and DOE’s ability to maintain the professional
core?of personnel needed to assure the safety and reliability of the nuclear deter-
rent?

Answer. Stewardship of the nuclear stockpile requires a highly qualified and moti-
vated staff of experts. Without a strong commitment to sustain the enduring stock-
pile, expertise will erode. DOE must provide an adequate and stable funding base
to perform this crucial work. We must protect the core program of stockpile manage-
ment (e.g., nuclear pit refabrication and certification) and look for new ways to at-
tract and retain the best minds. Accordingly, I believe that the fiscal year 1998 is
adequate, just adequate, for this task.

Question. Dr. Smith, what do you see as the greatest threat to the U.S. and how
is that threat being handled?

Answer. As the Secretary’s principal advisor on nuclear weapons, I believe there
are two classes of threats that require a continued, credible nuclear stockpile.

Over the past few years, Russia has made significant progress in diminishing the
size of their stockpile and reducing the threat of “loose nukes.” I am proud to play
a major role in the Cooperative Threat Reduction program that has promoted this
effort. However, we cannot forget that Russia has a large stockpile of nuclear weap-
onry—both strategic and tactical. The erosion of conventional military capabilities
since the break up of the Soviet Union has left Russia in a situation in which it
might be more willing to rely on these weapons, particularly their large arsenal of
tactical nuclear weapons.

Secondly, there is still a wide assortment of rogue states with the potential to de-
velop weapons of mass destruction. I believe that a reliable and flexible U.S. nuclear
capability to respond to these threats is a significant deterrent. The deterrent effect
applies to any potential proliferant who may consider development or use of these
types of weapons.

During the Cold War, the U.S. nuclear stockpile bought our Nation time while
Communism died of its own inadequacies. In today’s evolving global security envi-
ronment, that same stockpile still serves to deter a variety of threats.

TRITIUM SUPPLY

Question. Briefly describe the current status of the Accelerator Production of Trit-
ium (APT) and Commercial Light Water Reactor (CLWR) programs to produce trit-
mum.

Answer. In reference to the APT Project status, during the past year the Depart-
ment has selected a prime contractor to add to the Los Alamos/Savannah River
team. This prime contractor is Burns and Roe Enterprises Inc. teamed with General
Atomics. Los Alamos has completed the construction of the first test items for the
accelerator and others are being manufactured. The first of the accelerator compo-
nents, an “injector,” is working better than expected. Thousands of samples of mate-
rials, welds, and structures have been or are being irradiated in France or at Los
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Alamos to confirm choices and projections of performance for materials for the “tar-
get-blanket,” which is the part of the plant where tritium is actually made. The first
results of these tests are currently being analyzed. The design of the accelerator has
now been favorably reviewed by two external review bodies. The combined govern-
ment and contractor team has produced a conceptual design and an associated cost
estimate that is under intense review by the prime contractor and DOE. Due to in-
creased funding in fiscal year 1996 and fiscal year 1997, the project has been able
to advance some technology demonstrations that are key to proving the concept and
making an informed decision in 1998. By June 1997, the Department plans to for-
mally approve the cost, schedule, and technical baseline of the project. Assuming
congressional support for our fiscal year 1998 budget request, in October 1997, pre-
liminary design (Title I) of the APT plant will begin. Recently, a decision was made
by the Department to adopt an integrated normal-conducting superconducting linear
accelerator design as the basis for the APT conceptual design. Superconducting tech-
nology provides for easier and more flexible operation and will significantly lower
the operating costs of the APT plant. We would be happy to supply a detailed brief-
ing to you or your staff at any time.

Regarding the CLWR Project status, there are three general areas of activity: (1)
development and fabrication of tritium-producing rods that will be placed in an op-
erating commercial reactor; (2) acquisition and licensing of host reactor(s) or irradia-
tion services; and (3) design and construction of a new facility at Savannah River
to extract tritium from irradiated rods. Current status of each area follows: (1) Trit-
ium-producing rod design is completed. Rod parts are being fabricated and will be
assembled into four Lead Test Assemblies to be placed in the Watts Bar reactor this
fall for irradiation over a full commercial reactor operating cycle to confirm the re-
sults from previous testing. The U.S. Nuclear Regulatory Commission is providing
oversight of this activity. (2) A Draft Request for Proposals (RFP) has been issued
to nuclear utilities. Based on industry comments, it is being revised and a Final
RFP will be issued in May 1997. DOE expects to select host reactor(s) in early 1998.
(3) The conceptual design for the new Tritium Extraction Facility is being completed
and independent reviews are in progress.

Question. How do current schedules for beginning production compare with the re-
quirements dates established by the DOD?

Answer. Presidential direction, coordinated by all agencies, is to complete the
CLWR by 2005 and the accelerator in 2007. The accelerator program is on track to
meet the 2007 date. The CLWR schedule meets its required completion of 2005.

Question. In general terms, how do total Tritium requirements change under a
START II or START III situation; how do they compare to current requirements and
the date newly produced Tritium will need to be available?

Answer. The Department’s present requirement is to plan for new production of
tritium in 2005 to meet the START I “lead and hedge strategy” and to maintain
a five-year reserve of tritium. When START II enters into force, we will meet the
START II stockpile requirements and protect the ability to support the START I
level tritium need date and production capacity, as well as maintain the ability to
return weapons in the START II inactive stockpile to the active stockpile should re-
constitution to the START I level be necessary.

While arms reductions beyond the START II level will extend the date when new
tritium production will be needed, the particulars of a START III scenario, such as
quantities, types of weapons, and assumptions related to the inactive stockpile, have
not been defined. Without these particulars, it is not possible to accurately assess
tritium impacts of further arms reductions.

Question. What is the least cost option to produce tritium under START II and
START III1?

Answer. Under either Start II or Start III, the least cost option for tritium produc-
tion (based on total life cycle cost) is expected to be the Commercial Light Water
Reactor (CLWR) project. For the CLWR project, the Department is currently evalu-
ating the purchase of an existing reactor or purchase of irradiation services. In Jan-
uary 1997, the Department issued a draft Request for Proposal and specific propos-
als from the utilities are expected to be received by August 1997.

Question. Can the APT and the CLWR each independently provide the required
quantities of tritium under current program guidance?

Answer. Yes. Both the accelerator and the reactor paths of the Department’s dual
track strategy are designed for a capacity of three kilograms per year. This meets
all known requirements.

Question. Why is it necessary to proceed with Title I and Title II detailed engi-
neering and design of the APT option in 19987

Answer. Preliminary design (Title I) of the APT plant is planned for fiscal year
1998, and final design (Title II) will begin in fiscal year 1999. Therefore, we did not
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request Title II funding in fiscal year 1998, but will do so in fiscal year 1999. In
order to meet the requirement to begin plant operations in fiscal year 2007, prelimi-
nary design needs to begin early in fiscal year 1998. The earlier (rather than later)
start allows for better phasing of plant design, construction and startup and mini-
mizes the “spike” in outlay requirements in the budget profile. Schedule risk is re-
duced by allowing for earlier procurement of long-lead items and greater oppor-
tunity is provided to work around difficulties that may arise.

Qu?estion. What impact would there be if start of Title I design were delayed until
19997

Answer. Such a delay would greatly increase the risk in the program. It would
require standing down major segments of our design team, adding additional uncer-
tainty that full scale production would be achieved. It would make it very unlikely
that first production would be achieved during commissioning in 2006 and 2007
with production at the full (3kg.) rate in 2007. The delay would prevent efficient
phasing of plant design, construction and startup and would increase the “spike” in
outlay requirements in the budget profile. Schedule and cost risk would increase by
delaying procurement of long-lead items and reducing the time available to work
around any difficulties that may arise. There would also be additional risk to tech-
nical 1performance since some design tasks would need to be performed simulta-
neously.

Question. What is the total cost of Title I design and construction for the APT
project and the Tritium Extraction Facility proposed in the budget?

Answer. For the APT project the estimated cost of preliminary design (Title I) is
$168 million and the estimated cost of final design (Title II) is presently $274 mil-
lion. Beginning in April 1997, the detailed construction cost estimate that is part
of the conceptual design report for the APT will be reviewed by an independent cost
estimate (ICE) team as part of the normal DOE review process. After completion
of the ICE and any necessary reconciliation, DOE will release the APT construction
cost estimate. This is expected to occur by June 1997. We expect it to be in the
neighborhood of $3 billion.

For the Tritium Extraction Facility, the total cost for Title I design (Preliminary
Design) is $5.24 million and for Title IT design (detailed design) is $34.26 million.
The total cost for construction will be established when the Conceptual Design Re-
port is completed in May 1997. A “not-to-exceed” construction estimate has been es-
tablished at $285.5 million.

Question. What is the minimum amount required in 1998 to initiate only the Title
I design for each project?

Answer. For the APT project, DOE is requesting $168 million in fiscal year 1998
for full funding of preliminary design (Title I). The obligation in fiscal year 1998 will
be $67.9 million. This request is consistent with instructions issued by OMB Cir-
cular No. A-11, “Planning, Budgeting, and Acquisition of Fixed Assets” for full fund-
ing of major phases of a project.

Full funding for the design of the Tritium Extraction Facility is requested in fiscal
year 1998 ($39.5 million). The obligation rate is to be as follows: in fiscal year 1998,
$9.6 million will be committed to complete the Title I design ($5.24 million) and to
initiate the detailed design fixed price contract ($4.36 million). In fiscal year 1999,
iiet%iled design ($17.2 million) will continue and be completed in 2000 ($12.7 mil-
ion).

Question. The budget document indicates that construction cost of the Tritium Ex-
traction Facility to be around $120 million and that the Conceptual Design Report
will be completed during the 3rd Quarter of 1997. What is the current baseline con-
struction cost for the facility, and how confident are you of this cost estimate?

Answer. We have developed a “not-to-exceed” construction estimate of $285.5 mil-
lion. The fiscal year 1998/1999 Congressional Budget Submission data sheet clearly
stated, “the fiscal year 1999 request is a preliminary estimate for construction ac-
tivities only and includes no contingency funds. The Tritium Extraction Facility
Conceptual Design Report is to be completed 3rd Quarter fiscal year 1997 and the
project baselined in 4th Quarter fiscal year 1997. Full construction funding require-
ments will be available following approval of the project baseline. We remain fully
confident in this estimate. We currently expect to request construction funds in the
fiscal year 1999 budget cycle.

Question. What technology is assumed in the Conceptual Design Report and how
would the design and construction cost change if another technology were selected?

Answer. A CLWR will produce tritium by irradiating 1000-3000 tritium-producing
rods over a normal operating cycle of 12-24 months. The rods are stainless steel
tubes containing the Lithium-6 isotope. The Tritium Extraction Facility will remove
tritium from radioactive rods previously irradiated in commercial reactors. Gen-
erally, the extraction process involves heating punctured stainless steel rods to high
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temperatures to drive off the tritium. Because of the radioactivity, rods will be han-
dled with robotic, remotely operated equipment in heavily shielded rooms.

Because CLWR rods are stainless steel clad and extracting tritium from them re-
quires a high-temperature, high-vacuum process, the existing Savannah River Ex-
traction Facility cannot be used. Using different processes, the old facility handled
aluminum rods from the Savannah River heavy water reactors. If necessary and
with some modifications, the technology of the new Tritium Extraction Facility will
be able to accommodate the APT’s alternate lithium-aluminum target. No additional
or alternate technologies are feasible for the extraction of tritium from rods irradi-
ated in a commercial light water reactor.

NATIONAL IGNITION FACILITY (NIF)

Question. How important is the National Ignition Facility (NIF) to the national
security strategy of the country?

Answer. A key element in our national security policy is seeking a Comprehensive
Test Ban Treaty while maintaining our nuclear deterrent. Science-Based Stockpile
Stewardship (SBSS) is essential for this element of our policy, and the National Ig-
nition Facility (NIF) is critical to the success of SBSS. The NIF is the only planned
facility that can provide a window into weapon physics at temperatures and den-
sities close to those occurring in nuclear weapon detonation.

Question. How do the NIF and the other elements of the Science Based Stockpile
Stewardship strategy, such as the Advanced Strategic Computing Initiative (ASCI),
complement each other? In other words, how do they work together to form a com-
prehensive, effective program to support the nuclear deterrent?

Answer. Through integrated planning by DOE and the national laboratories, the
Stockpile Stewardship program maintains a comprehensive and effective program to
support a nuclear deterrent. The inertial fusion program and NIF need the ASCI
provided tools and capability and ASCI needs the data and validation NIF will gen-
erate. For example, through experiments designed to examine physics issues at the
relevant temperatures and densities, the NIF will validate components of complex
models and simulations used in weapon simulations and provide data for use in the
next generation of three dimensional codes. Through ignition experiments, the NIF
will provide stringent tests of integrated performance, into the high temperature re-
gime, of computer codes that predict weapon performance. NIF will use codes to
help optimize the operation of the NIF and support the design of key NIF experi-
ments.

The Stockpile Stewardship program also uses advanced computing to analyze and
judge nuclear weapon issues as they arise. Both the physics and ASCI programs are
developing needed simulations and models to address these issues. ASCI is develop-
ing the systems to support the simulations including: the trillion operations per sec-
ond computers, the mass storage and data transfer methods, and additional problem
solving enhancements such as high fidelity visualization technology. The ASCI pro-
gram is providing essential capability to simulate weapon performance and assess
weapon safety.

Question. How does the NIF contribute to the arms control and nonproliferation
goals of the country?

Answer. In December 1995, the Department’s Office of Arms Control and Non-
proliferation issued a study entitled, “The National Ignition Facility (NIF) and the
Issue of Nonproliferation.” The report states, the NIF “* * * contributes positively
to U.S. arms control and nonproliferation policy goals by allowing the U.S. to sign
and abide by a zero-yield CTBT (Comprehensive Test Ban Treaty) and by providing
the U.S. continued confidence in its weapons to allow for further reductions * * *7”
It further concludes that: “The technical proliferation concerns at the NIF are man-
ageable and therefore can be made acceptable.”

The draft study was reviewed by seven independent experts and coordinated with
the U.S. Departments of Defense and State, and the Arms Control and Disar-
mament and Central Intelligence Agencies. The Secretary of Energy approved the
conclusions of the report.

In addition, John D. Holum, Director of the Arms Control and Disarmament
Agency, in his letter of July 17, 1995 to Senator Hatfield, stated: “The right to take
the steps necessary to maintain our nuclear deterrent will be hollow—and, indeed
our arms control priorities could be placed in jeopardy—if we do not have a stockpile
stewardship program * * *7” His letter went on to strongly support the NIF, which
is an essential element of Stockpile Stewardship.

Question. Can the NIF replace nuclear weapons testing or provide the proof-test
necessary in the development of new nuclear weapons?
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Answer. No. The National Ignition Facility is intended for defense-related high
temperature and high energy density research. It will have the capability to address
a broad range of weapons physics problems. The certification of nuclear weapons re-
quires a complex set of scientific and engineering information and will require the
utilization of many analyses and experimental facilities. While NIF data will have
a direct value to certification efforts, the NIF, directly and by itself, cannot certify
new or modified nuclear weapons designs.

Question. Why has the total construction cost increased from $842.6 million to
$1.046 billion, and the total project cost gone from $1.074 billion to $1.199 billion?

Answer. The NIF baseline cost and schedule increases are a result of: (1) the
changes to the project scope and schedule (described below) incorporated in the pre-
liminary design, Title I; and (2) incorporation of site specific costs for construction
of the NIF at the Lawrence Livermore National Laboratory (LLNL).

The scope changes are:

—Facility user design requirements from the weapons program, weapons effects
testing, and inertial fusion program needed to meet their programmatic mis-
sions.

—Site-specific infrastructure requirements for the LLNL construction site
(footnoted in the fiscal year 1996 and fiscal year 1997 Project Data Sheets).

—Title 1 design changes to meet operational and maintenance goals.

The increase to the total construction cost (TEC) associated with these scope
changes is $123.4 million. There are further design evolution and costing changes
that add $29.7 million more to the construction costs. The remainder of the con-
struction increase, $50 million, is attributable to the extension of the baseline com-

letion date by 12 months to October 2003. The total construction increase is thus

203.1 million. This increase is partly offset by a reduction in Other Project Costs

(OPC) of $77.8 million, made possible by costing changes and siting of the project
at LLNL. Thus the increase in Total Project Costs is $125.3 million, with previously
footnoted site infrastructure costs now fully included. The extended schedule is con-
sidered prudent in order to allow additional time to accomplish the added scope and
is consistent with the total Defense Programs’ annual funding profile. The slower
pace of the project is compatible with the constrained pace of the inertial fusion and
weapons physics base programs.

An independent cost estimate was conducted by the Office of Field Management
resulting in a cost within less than 1 percent of the new project baseline. The com-
pletion of Title I design, with added scope, is the only time that a cost change
should be expected, provided that funding is appropriated and made available on
the current schedule as reflected in the fiscal year 1998 Congressional Request in
the construction project data sheet for NIF.

Question. Can you foresee any reason which would necessitate a further change
in the scope of the NIF?

Answer. No. The design is frozen. Physics discoveries requiring scope changes are
always possible in leading edge research, but only one such change has occurred
since 1990, and no others are anticipated before NIF operations.

Question. DOE has been severely criticized regarding large cost overruns, and its
ability to manage and control costs. What steps has or will DOE take to insure the
actual cost of the NIF program does not rise significantly higher than the revised
$1.199 billion level?

Answer. Changes to the NIF baseline to date have been driven by scope changes
to improve project utility and site-specific requirements. These changes were man-
aged through the Department’s disciplined baseline change control process as de-
scribed in the NIF Project Execution Plan. We have established effective manage-
ment control systems to track actual expenditures against established baselines.

Being aware of overruns in past DOE projects, extra care was given to validating
design concepts of the NIF (through the Beamlet laser prototype experiments), to
details in the design work, and to costing basis. Costs were derived in a “bottom
up” estimate at the lowest Work Breakdown Structure level necessary for accuracy.
The Automated Estimating System developed by Martin Marietta Systems, Inc. was
used to calculate costs for the project taking into consideration schedule, contin-
gency and escalation data. A probabilistic contingency analysis was conducted by
the Bechtel Corporation using the Microrac Monte Carlo code. Cost escalation was
based on DOE published rates for general construction and defense programs. The
Independent Cost Estimate team from Foster Wheeler USA found that “the overall
variance between the Independent Cost Estimate and the Project Office Total Esti-
mated Cost and Other Project Cost is negligible,” and was actually within less than
1 percent of the new project baseline.
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The request for full funding of the project, as well as the comprehensive planning
that has been part of preparing that request, are intended to assure that costs are
accurate and will be maintained as predicted.

Question. What is the status of the readiness report for the NIF project?

Answer. The Department had contracted with the National Academy of Sciences
(NAS) to carry out a study on the Inertial Confinement Fusion program. One of the
elements of their charge was to review the scientific and technological readiness of
the NIF. The Natural Resources Defense Council and two other organizations
sought a temporary injunction to prevent the issuance of the NAS report. On March
5, 1997, the U.S. District Court for the District of Columbia granted a preliminary
injunction that allowed the NAS to issue the report but enjoined DOE from relying
on or utilizing information in the NAS report. The report was issued and posted on
the Internet on March 20.

Independent of this action, the NIF project conducted its own independent tech-
nical review of the engineering readiness of NIF. The status of the NIF design was
exhaustively evaluated, over a 60-day period, by a team of expert reviewers to deter-
mine the NIF’s technical readiness to proceed into the detailed engineering phase
of construction. The team formally recommended proceeding with the Title II (de-
tailed engineering design) phase of the NIF and proceeding with site preparation/
excavation and major long-lead procurement items.

Question. I understand that the completion date has slipped 1 year from the third
quarter of 2002 to the third quarter of 2003. What would be required to put the
project back on schedule based on incremental funding? Provide the annual, incre-
mental funding profile which maintains the 2002 completion schedule?

Answer. In December 1996, a Level 1 Change Control Board approved the sched-
ule and funding profile in the fiscal year 1998 Congressional Budget Request. The
requested project schedule and funding profile conform with the obligational and
outlay levels assumed in the fiscal year 1998 budget request, reduce technical risk,
particularly in the optics area, and are consistent with the projected progress in the
inertial fusion program. While project completion was delayed by 1 year, the initial
operating capability will actually be achieved 1 year earlier than previously
planned.

If the Department is notified before July 1, 1997, a maximum acceleration case
would require $514 million to be available for obligation in fiscal year 1998 for the
project to be able to accelerate project completion by 7 months and reduce the Total
Project Cost (TPC) by approximately $35 million. An intermediate acceleration case
that provides $354 million in fiscal year 1998 would allow acceleration of 3 to 4
months in schedule and a $20 million reduction to the TPC. However, we believe
the anticipated savings and acceleration of a few months in the schedule do not jus-
tify the increased risk in meeting the cost and schedule targets. In addition, the ac-
celerated cases would significantly increase outlays in fiscal year 1998.

For the record, I would like to insert a table that reflects the approximate sched-
ule and funding profile for the accelerated cases. The information follows:
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NATIONAL IGNITION FACILITY

Annual Obligations and Outlay Impacts to Accelerate Project Completion
(Dollars in Millions)

Base Case: President's Budget; FY 1998 Outlays = $200 million

Obligations
FY 1993|FY 1994|FY 1995|FY 1996]FY 1997 FY 1998 [FY 1999 FY 2000] FY 2001 [ FY 2002] FY 2003 TOTAL
TEC 0.0 0.0 0.0 374 131.9 197.8 | 2842 | 2481 74.0 49.0 233 1,0457
oPC 6.0 6.2 6.0 23.6 59.2 313 6.8 10.0 1.8 14 0.9 153.2
TOTAL 6.0 6.2 6.0 61.0 191.1 229.1 2910 2581 75.8 504 242 | 1,198.9

Case 1 Maximum Acceleration

Accel pletion by 7 h: di TPC by $35 million; increases FY 1998 outlays by $127 million
o
FY 1993|FY 1994|FY 1995|FY 1996 FY 1997 FY 1998 | FY 1998 FY 2000| FY 2001 [FY 2002| FY 2003 | TOTAL
TEC 0.0 0.0 0.0 374 131.9 482.3 145.3 100.9 73.1 35. 4.2 | 1,010.7
OPC 6.0 6.2 6.0 23.6 9.2 313 7.3 10.0 1.8 1. 0.5 153.2
TOTAL 6.0 6.2 6.0 61.0 191.1 513.6 152.6 110.9 74.9 36.! 4.7 { 1,163.9

Case 2 Intermediate Acceleration
- Accel J: by3-4 h. [ TPC by $20 million; increases FY 1998 outlays by $58 million.
Obligati

FY 1993IFY 1994|FY 1995|FY 1996| FY 1997 | FY 1998 | FY 1999 FY 2000] FY 2001 FY 2002 FY 2003 | TOTAL
TEC 0.0 0.0 0.0 374 | 131.9] 3228 320.8| 100.9 731 34.1 47110257
OoPC 6.0 6.2 6.0 23.6 59.2 313 7.0 10.0 1.8 12 0.9 153.2
TOTAL 6.0 6.2 6.0 61.0] 1911 354.1 327.8| 1109 74.9 35.3 56 [ 1,1789
TEC: Total Estimated Cost (Title | and Title Il engineering design and all ion costs for facilities and I oqy

These are ‘the line-item construction funds.
oPc: Other Project Costs (operating funds directly associated with the project, including environmental studies and developing specialized optics

manufacturing processes). Thess funds are requested in the Weapons Activilies Operations and Maintenance account under the Inertial Confinement Fusion program.

Question. Explain how the completion schedule can slip by 1 year, yet operation
of the project can be accelerated by 2 years as indicated in the budget justification?

Answer. Improvements in the functionality and serviceability of the NIF have
been accomplished through the Title I design. The added scope results in the need
to extend the project schedule, but those scope changes also make the facility more
modular. As a consequence of modularity and building design, it is possible to first
construct and use one 8-beam bundle of lasers (one twenty-fourth of NIF), followed
by one fourth, one half and finally the full complement of lasers. The modularity
of the laser architecture, together with deliberate scheduling of the installation of
%aser equipment in the large two sided laser bay, allow early use of portions of the
aser.

Question. The U.S. District for the District of Columbia just has issued a prelimi-
nary injunction on a motion by the Natural Resource Defense Council (NRDC) to
enjoin the National Academy of Science from issuing their report on the Inertial
Confinement Fusion program. What is the nature of the action, and what do you
see as the long range implications of the legal action if successful?

Answer. In the case of National Resource Defense Council v. DOE and NAS, (CV-
97-308), the plaintiffs asserted that the Department’s use of the Committee for the
Review of the DOE Inertial Confinement Fusion (NAS Committee), for evaluation
of the National Ignition Facility (NIF), is an advisory committee and the Depart-
ment did not comply with requirements of the Federal Advisory Committee Act
(FACA). The NAS Committee’s first report, which was to provide a review of the
scientific and technical readiness of the NIF project, was scheduled to be released
on March 6, 1997.

In a hearing held on March 5, 1997, Judge Friedman concluded that plaintiffs
were likely to prevail on their claim that the NAS Committee is covered by FACA,
and issued an injunction prohibiting the Department from relying on, or otherwise
utilizing, the report and prohibited the Department from any further funding of the
NAS Committee. The judge also ruled that NAS could release the report on March
10, 1997. On April 3, 1997, DOE filed a brief in support of its motion for partial
reconsideration of the injunction (filed with the court on March 19, 1997) with re-
spect to the bar on DOE’s use of, or reliance on, the report.

The Department of Energy has used the National Academy of Sciences as a source
of independent review for many years. The major issues for the long-term are
whether or not the NAS must function under FACA, and when and how Federal
agencies may rely on analysis by the NAS. While the Department does not require
a NAS report to continue the NIF project, timely resolution of this issue is of great
interest to the Department, since the Department would like to continue the use of
NAS committee reports, to assist in future decisionmaking and project management.
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CORE STOCKPILE STEWARDSHIP

Question. How do these core research and advanced technology activities contrib-
ute to the Stockpile Stewardship and Maintenance Mission?

Answer. The core research, development, and testing programs provide the intel-
lectual knowledge base and scientific foundation of the Stockpile Stewardship and
Management (SSM) program. This knowledge base provides the ability to anticipate
stockpile issues, as well as to rapidly and comprehensively address emerging prob-
lems and issues related to the continued safety, security, and reliability of the en-
during stockpile. Directed research and development in physics and chemistry, ma-
terials and components, computing and simulation, and systems and manufacturing
techniques support the objectives of the SSM mission, enhance SSM capabilities and
fill gaps within the overall knowledge base. “Cutting edge” experimental facilities
are provided to push the envelope of modeling and prediction capabilities. These fa-
cilities and the activities they support also attract and retain skilled and knowledge-
able staff who will enable the continuation of an effective Stockpile Stewardship and
Management program.

The following are a few examples of such activities in fiscal year 1998:

—Fundamental physics studies of the properties of crystalline and amorphous ma-
terials will be linked to aging models for nuclear materials, high explosives, and
electrical and mechanical components to predict aging and lifetimes of stock-
piled nuclear weapons.

—A new radiographic facility, the Dual Axis Radiographic Hydrodynamic Test Fa-
cility (DARHT), will be used to obtain multidimensional views of primary nu-
clear weapon component behavior that will help allow predictive capability of
stockpile weapons with aging and other environmental changes.

—Core computer modeling and simulation are used to assess stockpile character-
istics as part of the Annual Nuclear Weapon Stockpile Certification to the Presi-
dent by the Secretaries of Defense and Energy.

Question. What impact does the reduction in 1998 have on DOE’s human resource

and other capabilities?

Answer. The apparent reduction in our fiscal year 1998 budget request for Core
Research and Advanced Technology reflects the one-time increase in fiscal year 1997
due to the Congressional add-on in the final appropriation. With the Congressional
add-on, the fiscal year 1998 request for the Core Research and Advanced Technology
program is a 4 percent decrease from the fiscal year 1997 appropriation. Not consid-
ering this one-time increase, our fiscal year 1998 request is a 3 percent increase
over fiscal year 1997 and a 9 percent increase over fiscal year 1996.

Question. What vulnerabilities do you see in the Core Research and Advanced
Technology program in the near and longer term if this downward funding trend
continues?

Answer. If there is a downward trend in the Core Research and Advanced Tech-
nology program in the near and longer term, we see the following vulnerabilities:

Historically, we have operated under a “level of effort” concept whereby resources
have shifted between core activities and specific applications (formerly weapon de-
velopment programs) to meet evolving priority requirements. To some extent this
philosophy continues today with initiatives such as Accelerated Strategic Computing
Initiative replacing weapon development programs in terms of applied requirements
for core resources.

If our fiscal year 1998 and follow-on budgets for Core Research and Advanced
Technology are reduced significantly, this “level of effort” concept will fail, and
human resources and the competencies they represent could be in jeopardy. Short-
ages of skilled and knowledgeable individuals would have significant impacts on the
capabilities of the laboratories to conduct the Science-Based Stockpile Stewardship
program. With budget reductions, it would be difficult for the laboratories to keep
adequate technical staff, their most valuable asset, and their ability to attract new
top quality scientific personnel would also suffer. In the long-term, the shortage of
world-class scientists could seriously degrade the ability of the nuclear weapons
complex to carry out the legislated mandate to preserve capabilities that will main-
tain the necessary level of weapon safety and reliability.

Future budget restraints may limit the Department’s ability to build and main-
tain new advanced research and testing facilities while maintaining the required
technical competencies will be based on program priorities and technical require-
ments, with consideration of the needs to maintain infrastructure at our facilities
and meet other corporate Defense Programs priorities within our outyear budget
targets.

Funding for Core Research, including direct weapon support and Inertial Confine-
ment Fusion, has remained at a relatively constant level over the past 15 years, al-
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though direct weapons support has decreased and the core has increased. But the
Core Research historically contained as part of the testing program has been re-
gucgd to zero and when taken into account, represents a decrease of total research
unding.

Question. I am particularly concerned that the budget request may not adequately
support critical activities such as microelectronics, weapons physics and advanced
hydrodynamic radiography at Sandia Lab. I understand these areas have been de-
clining over the past couple of years and continue the downward trend in 1998. Is
this a problem as it relates to the capability of the national labs to address and
solve critical issues of an aging stockpile?

Answer. Core Research and Advanced Technology funding for microelectronics has
actually increased, but since Sandia’s microelectronics activities are funded by mul-
tiple sources, including Technology Transfer and related industry support that have
declined, their resultant overall budget in this area has decreased. We are trying
to maintain the minimal level of funding in the microelectronics area as Sandia per-
forms research essential to solving critical issues of the aging stockpile and is a po-
tential supplier of radiation hard electronics if the current industrial suppliers exit
the market.

The fiscal year 1998 funding estimates for physics and Advanced Hydrodynamic
Radiography at Sandia are somewhat less than the fiscal year 1997 level, but the
funding requested is adequate for fiscal year 1998 and in keeping with overall pro-
gram needs and priorities. We are balancing available funds for these areas among
all of tﬁe weapons laboratories, each of which is an important contributor to this
research.

ACCELERATED STRATEGIC COMPUTING INITIATIVE (ASCI)

Question. This program has grown from nothing in 1995 to a request of over $200
million in 1998. Could you review, briefly, the goals, expected costs, program dura-
tion, schedules and anticipated funding requirements when the program was initi-
ated compared to the program plan envisioned in the 1998 budget?

Answer. Planning for the Accelerated Strategic Computing Initiative (ASCI) start-
ed in 1994 and was motivated by the clear indication that the United States would
need new means beyond underground testing to continue to assess and certify the
safety and performance of a nuclear weapons stockpile that would age well beyond
its design life. Prior to the formal creation of the ASCI, the need for additional stra-
tegic computing investments were recognized and $45 million was identified for the
precursor concept of a Strategic Computing Initiative. At this time it was not clear
how a Comprehensive Test Ban would be structured nor was the acceleration driv-
ers of designer retirements and weapons aging fully considered in the scope of the
initiative.

On August 11, 1995, President Clinton announced the United States’ intention to
pursue a “zero yield” Comprehensive Test Ban Treaty. This decision affected a fun-
damental planning assumption for ASCI. The decision to accept a complete cessation
on underground nuclear testing dramatically changed the scope of the program. It
significantly increased its technical difficulty, and made achieving key milestones by
2004 (while the bulk of the nuclear weapons designers with significant underground
test experience were still working) imperative. Early in 1996, the program was
rescoped to accommodate much more difficult simulation problems, an expanded set
of simulation problems (particularly remanufacturing), a need to consider predictive
aging in addition to safety and reliability, and the need to complete code validation
sooner rather than later. Target funding was increased to $145 million per year
based on a limited low-yield test ban. This was recognized as an estimate because
the full implications of the zero-yield Presidential decision has not been completely
assessed and detailed discussions with the Department of Defense regarding their
requirements for confidence in the stockpile had not been held. This rescoping did
not affect the ASCI simulation development schedule per se, but it changed the
amount of physics modeling required, number of code development efforts required,
and computing power and supporting environment required. It also produced the
need to develop methods for coupling code development and validation on a tightly
coordinated and commensurate schedule and introduced the need for initial valida-
tion of the codes by 2004. The fiscal year 1998 budget request of $204.8 million is
needed to support these additional requirements in the ASCI program.

The “zero yield” decision not only expanded the set of simulation problems that
needed to be addressed but also significantly enlarged both the simulation and the
computational goals to accommodate for a far more full system, three dimensional
physics and modeling requirements. These are driven in large part by aging issues
and other requirements of stockpile life extension and enhanced surveillance activi-
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ties. Our assessment shows that the computing power needed, by 2004, to support
3D, additional resolution, more complete physics simulation, aging issue predictive
modeling and assessment, and remanufacture issues is well over 100 trillion oper-
ations per second (Teraops), which is hundreds to thousands of times more powerful
than our previous most advanced scientific computers.

This level of simulation capability will be required in the 2004 timeframe to allow
“test-based” designers and weapons analysts to validate that the simulations accu-
rately reflect the “real world.” The 2004 timeframe is critical because that is when
we will have lost half of the current and most experienced “test-based” designer and
analysts capability. These designers and analysts are considered “master craftsmen
and women” who have earned that status by learning and understanding scientific
issues associated with nuclear weapons and then checking themselves with an ex-
tensive program of underground tests. With the loss of underground testing, these
weapons designers are now required to continue to do their jobs of certification and
assessment of the stockpile with a new tool set, in which a major component will
be large scale, complex simulations. It is critical that this group of designers and
analysts validate that the new simulation tools allow them to continue to have con-
fidence in the weapons even in the absence of underground testing. The ASCI is de-
signed to provide this level of simulation capabilities in the time frame required.

Que?stion. What are the annual funding levels assumed for ASCI over the next five
years?

Answer. Funding for the ASCI program must be accommodated within the total
funding available within the Weapons Activities Operation and Maintenance Five
Year Budget Plan. The current outyear funding profile, as included in the fiscal year
1998 Congressional Budget Request, reflects the following funding for Weapons Ac-
tivities:

Weapons Activities Operations and Maintenance

[In millions of dollars]

Fiscal year:
TO98 ettt ettt st n et eene et e ene et e eneentenes

Defense Programs has not allocated explicitly outyear funding targets below the
decision unit level at this time. Within the current five-year budget targets, ASCI
is expected to remain level, at a minimum, with the possibility that some increases
based upon overall Defense Programs priorities and program progress are possible
within the outyear funding profile.

Question. The budget request represents a 35 percent increase of the level pro-
vided for 1997. Why is such a large increase needed in one year?

Answer. The budget request for ASCI is $204.8 million for fiscal year 1998. This
represents an increase from $151.6 million in fiscal year 1997. While the increase
of $53.2 million is significant, it is justified by the need to quickly develop advanced
validated simulation capabilities required to support the ongoing assessment and
certification. The increase is needed to support the additional work in the applica-
tions development, including the effort and manpower required to deploy an initial
capability for a 3D safety simulation code by 1999. The increase will also support
the deployment of the 3 trillion operations per second (Teraops) systems at Los Ala-
mos and Lawrence Livermore National Laboratories and provide additional support
for the Problems Solving Environments and Alliances Strategy.

Question. Have you been able to use the technologies and equipment developed
to date to help solve current “real world” problems in the stockpile?

Answer. Yes, simulation capabilities have always played an important role in the
assessment and certification of the nuclear stockpile. The Comprehensive Test Ban
Treaty requires an increased reliance on those capabilities. Simulation has recently
played an important role in resolving several stockpile issues without nuclear test-
ing, including a question about the W76. It also provided critical information for the
certification of the B—61 Mod 11. The advanced and accelerated simulation capabili-
ties provided by ASCI will also play a critical role in ongoing stockpile programs
such as the W87 life extension project, W76 recertification, and W88 pit rebuild. Fi-
nally, ASCI provides advanced simulation and computing capability on a continuing
basis for assessment and certification. In the area of simulation, ASCI expects to
bring on line a 3D safety code in the 1998 timeframe and add selected performance
capability by 1999. The ASCI computer acquisition strategy has been coordinated
with production computing to allow significant added capability for assessment and
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certification using traditional, current 2D weapon codes. This strategy has signifi-
cantly enhanced DP’s capability to respond to stockpile issues in an era of no under-
ground testing and with the increasing computer workload of the annual certifi-
cation mandated by the President.

Question. Could you provide for the record how the $32.3 million increase for Ad-
vanced Applications will be used? Is the increase for hardware, software, manpower,
etc.?

Answer. The increase in Advanced Applications will be used to support code devel-
opment and validation at the national laboratories. Specifically these funds will be
used for manpower needed to develop the physics models, computational methods,
code development and validation of simulations.

Question. What would be the programmatic impact of receiving only a 15-20 per-
cent increase in this activity?

Answer. The simulation capabilities to be provided under the current plan and
funding request by ASCI in the near-term will significantly improve our ability to
certify and assess weapons without testing. But it must be clearly understood that
while near-term improvements enhance our capabilities and support stockpile life
extension and enhanced surveillance objectives, we cannot accomplish the digital
surrogate to underground testing until we have at least 100 TeraOps computational
capabilities and the physics data and three dimensional models and simulations to
address major complete components and small complete systems in a single com-
prehensive and integrated assessment. We need to sustain a level of investment
over the long term to achieve the needed extensive weapon simulation capability
supported by computer systems operating at least at 100 TeraOps before full system
performance and safety simulations are possible. The ability to harvest the experi-
ence, knowledge and expertise of test savvy designers by 2004 (before significant re-
tirements occur) is critical. The impact of receiving less than the request could be
not just to delay the crucial input of test savvy designers, it could mean that we
do not reach the threshold capability to do the primary job of virtual testing.

Since 1996, ASCT’s first year of funding, the labs have been able to establish a
minimal 3D, “full physics” simulation code development effort with a clear plan to
“fill out” these code teams in the 1998 and 1999 timeframe. Limiting the growth
of the Advanced Applications work to 15-20 percent ($11.2 million to $15.0 million)
would significantly limit our ability to develop the simulation capabilities needed by
2004. Specifically, it would slow the pace of moving important simulation codes from
2D to 3D and limit the implementation of new physics in these codes. Most impor-
tantly it will limit the ability of the national laboratories to involve the “test-based”
weapons analysts in validating the usability of these new simulation capabilities.
Furthermore, limiting the growth could introduce or exacerbate programmatic
vulnerabilities. These could include: added risk because validation efforts and some
aging code development efforts are further delayed to sustain safety, reliability, and
remanufacture code development efforts or added risk due to delays in developing
strong computer partnerships.

There are several near-term stockpile issues in which advanced simulation capa-
bilities will play a vital role. The ability to certify and assess projects like the W87
life extension, the W88 pit rebuild and the W76 revalidation will be negatively im-
pacted by a decrease in the funds available to Advanced Applications. Ultimately,
funding limitations or reductions could significantly undercut the ability to do ade-
quate assessments of weapons issues or certifications.

Question. Why is it critical to receive a 55 percent increase in the Problem Solving
Environment program?

Answer. The advanced simulation capabilities provided by ASCI are the result of
a balanced program. In order for the simulations to be usable by designers and
other users of advanced simulation to address weapon issues, and to be validated
by “test-based” weapons analysts, the simulation capabilities must exist in a robust
environment that provides advanced code development tools, high performance stor-
age systems, state of the art visualization tools, and high speed data networks. The
increase in the Problem Solving Environment provides these features in that envi-
ronment. The increase is commensurate with the increase in the Applications Devel-
opment and the delivery of the High Performance Computing Platforms. Even
though the 55 percent increase seems large, the actual dollar amounts are relatively
small ($13.1 million spread across the three laboratories). This program has adopted
a strategy of using, leveraging, and adapting technologies available in the market-
place and the research community which allows significant work in a very cost effec-
tive way.

Question. What would be the programmatic impact of receiving only a 15-20 per-
cent increase in this activity?
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Answer. The impact of receiving a 15-20 percent ($3.6 million to $4.8 million) in-
crease in Problem Solving Environment would be to adversely effect the balance of
the program. A decrease in the growth of this area would slow the delivery of appli-
cation development tools which are used by the Advanced Applications Program to
efficiently program the advanced simulations. A decrease from the request would
also limit the ability to deploy high performance storage systems and networks. The
lack of data storage would mean the weapons analyst would effectively “compute
and delete” reducing the performance per simulation and the overall stockpile assur-
ance effort. Not deploying high performance data networks will result in higher
costs in later years because ASCI could only remain in the mode of simultaneously
keeping large computer systems close to the code developers and users at each lab-
oratory, rather than advancing to geographically distributed systems where one or
two high end peak capability computers could support the weapon laboratories.

Question. What level of funding is being requested for university and college
based activities and how does it compare to the levels in 1996 and 1997?

Answer. An important strategy of the Stockpile Stewardship and Management
Program is the teaming through ASCI of weapons laboratories, industry (particu-
larly computer companies), and universities. Together these partners provide the
current large lead (up to 100X) differentiation in simulation capabilities between the
U.S. and the rest of the world. The support for the Strategic Alliances program al-
lows the universities to work with the national laboratories to move the U.S. to an
even greater lead and hopefully sustain this advantage (important economically as
well as national security) for the foreseeable future.

The funding for the Alliances program is as follows:

[In millions of dollars]

Fiscal year Level 1 Level 2

3
3
3

Level 1 Alliances are focused on creating relatively large university projects to
focus on developing the methodology and tools to create large-scale, complex, cross-
discipline simulations relevant to nuclear weapons issues. These centers will not
work in a classified environment and will not work directly on nuclear weapons is-
sues. However, their work is expected to be physically verifiable and in areas rel-
evant to weapon code development (e.g., high energy propellants or computational
fluid dynamics), adding confidence to our use of comparable codes and algorithms
that cannot be verified through underground test.

Level 2 Alliances projects are much smaller and are focused on near term
deliverables for ASCI. These projects are solicited, reviewed and selected by a team
consisting of the three laboratories plus Headquarters. The projects are expected to
support a professor and a few graduate students to work on a very focused problem
(i.e. radiation transport methods or parallel mathematical algorithms) at the cost of
$100 to $300 thousand per year.

Question. How do these Centers contribute to the success of the ASCI program?

Answer. The ASCI program is taking simulation to new levels; the goal is digital
proxy of the physical test. The Comprehensive Test Ban Treaty requires the DOE
and national laboratories to rely on simulation to make predictions about the “real
world” to a degree that was recently not thought possible. While the national labora-
tories are the prime source of scientific innovation to move simulation to this new
level for weapons, there is general agreement that U.S. universities have a great
deal to contribute. These contributions will take the form of new methodologies for
creating cross disciplinary simulations, specific physics improvement, advanced com-
puter science work, and advanced mathematical algorithms for parallel computers.
Both the level 1 and level 2 elements of the ASCI program will tap into this source
of scientific expertise to advance weapon-related simulation capabilities as well as
to advance U.S. expertise in this critical national security and economic security
technology area.

Question. How many new ASCI Strategic Alliances Centers are being considered?

Answer. There are currently no ASCI Strategic Alliances Centers. We are cur-
rently in the process of a competitive solicitation to select these Centers and expect
to use fiscal year 1997 funds ($5 million) to start several centers, depending on
funding constraints and balance with the other parts of the program. We are cur-
rently planning to have 4 to 5 Centers, each ramping up to $4 to $5 million per
year for a 5-year period. Once those Centers have been selected, we will make a
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long-term commitment to the universities involved and do not plan to start any new
centers for at least 5 years.

Question. Are these Centers funded under multi-year funding agreements, and if
so, ho?w much funding would be needed over the next 5-years to support new alli-
ances?

Answer. The Level 1 Alliances Centers will be funded by multi-year funding
agreements with the proviso that future funds will only be provided if available. We
are currently planning to have a few, 4 or 5 Centers, each ramping up to $4 to $5
million per year for a five-year period. The funding profile for the next five years
is expected to be as follows and assumes that there is appropriate investment in
the total ASCI program, particularly Advanced Applications and Platforms to sup-
pglrt connecting the Alliances Centers’ work to the weapons simulation and stock-
pile:

Level 1

[In millions of dollars]

Question. The One Program/Three Labs program is growing from a level of $1.0
million in 1996 to $8.5 million in 1998. Much of this appears to be activities of an
outreach nature. What is the justification for this program expanding so rapidly?

Answer. The One Program/Three Labs program supports and enhances that tech-
nical interaction and provides information technology capabilities to tightly link
planning and coordination of technical results among the laboratories and Head-
quarters. This is primarily an inreach effort rather than an outreach effort.

One Program/Three Labs is focused on supporting and facilitating the coordina-
tion and acceleration of technical work at the three labs. Funding is used to support
technical meetings to present Principal Investigator results (PI meetings), technical
workshops, an annual implementation planning process, the development of a sim-
ulation development roadmap and to hire outside technical experts to review and
advise the ASCI program (not necessarily a single laboratory). Increases in this pro-
gram are a reflection of the planned growth and accelerated pace of the program.
ASCI is producing significant results in a very short time.

Question. What value do these programs add to the overall program success?

Answer. The One Program/Three Labs program is critical to the success of ASCI.
In the past, if Defense Programs was faced with a difficult problem (like assessing
and certifying the stockpile without underground testing), it would run a competi-
tion between the labs and select the best proposal. That laboratory would then have
the chief responsibility to provide the technology innovations to produce a result
(usually a weapon) which would be deployed. Never in the past has one project had
the potential to significantly affect the way all three labs conducted their business.
ASCI will do exactly that. Therefore it was understood very early that if the simula-
tion capabilities that were to be provided by ASCI would be deployed at each labora-
tory, each laboratory would have to play a integral role in the development of the
capabilities. It was also recognized that the simulation capabilities required for fu-
ture stockpile stewardship were well beyond the ability of any one lab to produce.

ASCI therefore adopted the One Program/Three Lab approach which essentially
identified areas where laboratory competition was appropriate (peer review require-
ments) and where it was not. ASCI then created a program plan and annual imple-
mentation plans to communicate program goals and projects across the three labora-
tories. This program has played a vital role in the delivery of accomplishments to
date and will greatly assist in meeting the simulation goals required by the 2004
timeframe.

The Alliances Program provides access to key sources of independent validation
and xlleriﬁcation, including use of physical tests, of the efficacy of ASCI codes and
simulations.

ADVANCED MANUFACTURING

Question. How do you explain the significant reduction in Advanced Manufactur-
ing from last year?

Answer. The fiscal year 1998 request for Advanced Manufacturing within the
Stockpile Stewardship program is actually a $2.2 million increase over the originally
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planned fiscal year 1997 funding level. The Advanced Manufacturing budget was in-
creased on a one-time basis by an additional $10 million by Congress in the final
fiscal year 1997 appropriation.

Question. Does a reduction of this magnitude cause an adverse impact to the pro-
gram?

Answer. The fiscal year 1998 funding level does not adversely impact the pro-
gram. The program is budgeted and planned within available resources identified
in the fiscal year 1997 and fiscal year 1998 funding requests. The additional dollars
received in fiscal year 1997 made possible the completion of research that would
otherwise have been deferred to a later date. The fiscal year 1998 funding request
is in line with program priorities and mission needs.

Question. Are there critical activities which will not be funded?

Answer. The accomplishment of critical activities can take place within appro-
priated and planned funding levels. The program is set up to ensure that critical
activities are accomplished first.

INERTIAL CONFINEMENT FUSION

Question. Does the budget request for fiscal year 1998 support the development
and fabrication of the targets required by the five ICF labs? If not, why and how
much a{;iditional funding is required in 1998 to develop, fabricate and produce those
targets?

Answer. Yes. The fiscal year 1998 ICF budget request supports a fully integrated
and prioritized program of ICF activities. Target technology development, fabrica-
tion, and deliveries are an integral part of that program and are to: (1) provide the
targets needed for current year operations; and (2) perform the target technology
research and development necessary to meet the outyear needs of the ICF program.
In-house target fabrication and development is conducted, at varying levels, by all
five laboratories (i.e., LLNL, LANL, SAL, UR/LLE, and NRL) and by a target sup-
port contractor (General Atomics, Inc.). This overall target effort is tightly inte-
grated to reduce redundancies and maximize the utilization of the unique capabili-
ties of the participants.

Question. How important is the work at the University of Rochester Laboratory
of Laser Energetics to the success of the Stockpile Stewardship program in general,
and the success of the NIF in particular?

Answer. The University of Rochester Laboratory for Laser Energetics (UR/LLE)
plays an essential integral role in the Stockpile Stewardship program by providing
continuity to the national ICF program and broadening its science base; by provid-
ing contributions to the NIF program; and by strengthening the links between the
national laboratories and the educational and research strengths of the University
of Rochester. Basic physics experiments can be carried out on the Omega facility
that are of broad relevance to both ICF and nuclear weapons physics and effects.
In support of the Stockpile Stewardship program, the UR/LLE is uniquely capable
of imploding fuel capsules by the direct-drive method and can contribute as well to
the indirect-drive method at significant energy levels. The Omega facility will be a
suitable alternate to Nova for conducting high-energy-density experiments relevant
to stockpile stewardship when Nova stops operations. From then until the NIF is
completed, the Omega will be the only facility with the capability to implode cryo-
genic targets, a necessary condition for achieving fusion ignition. The viability of the
direct-drive option for the NIF will be demonstrated on Omega, and it will provide
invaluable experimental results in the development of the complex cryogenic target
handling system for the NIF.

Question. Can the Omega laser system be fully utilized with the funding re-
quested for fiscal year 1998?

Answer. The fiscal year 1998 funding requested for the Omega laser was in-
creased to $23.6 million ($1.7 million over the fiscal year 1997 Appropriation), in
order that the utilization of the Omega facility could be increased. This was the
largest percentage increase requested for any of the ICF program participants. The
essential role that Omega plays in the ICF program (i.e., supporting stockpile stew-
ardship, the NIF and ultimately ignition) justifies the request for additional funds.
However, the number of shots that can be provided at Omega is limited by funding.

Question. If additional funding were available, what are the priority program
areas which should receive additional resources?

Answer. The funding request of $217 million is adequate; however, if additional
funds were available to the ICF program, they would be used to increase the annual
shot rate from 750 to 1000 shots on Omega; design and fabricate a tritium waste
management system for Omega; and further reduce risk on specific laser and optics
technology development which is currently underway for the NIF project.
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DEFENSE ASSET ACQUISITION

Question. What, in your judgement, are the benefits and liabilities to be derived
from moving to a fully funded concept for asset acquisition?

Answer. Moving to full funding for asset acquisition will have a number of bene-
fits for the Department in general, and Defense Programs in particular. It will in-
sure that Defense Programs is fully committed to each and every project that is in
our budget. Full funding will also mean that we will no longer be able to argue that
the annual appropriations process caused schedule delays or cost increases. Now we
will be fully responsible for schedule delays and cost growth, and that should pro-
vide added incentive to get our planning right in the first place. And once we learn
to take advantage of full funding, we should begin to see project schedules optimized
to full funding, with expected cost savings. The disadvantage is that flexibility in
the use of resources may be diminished depending on the funds control procedures
implementing this policy.

Question. What is the proposed level of investment in acquisition of new facilities
for Weapons Activities through 2002 based on incremental funding and the full
funding concept?

Answer. The proposed level of facility investment for Defense Programs, DP’s
share of the Defense Asset Acquisition Account for the time period as provided in
the fiscal year 1998 Five-Year Budget Plan for DOE Atomic Energy Defense Activi-
ties, is provided for the record.

DEFENSE PROGRAMS PROPOSED LEVEL OF FACILITY INVESTMENT

[In thousands of dollars]

Fiscal year Ir}ﬁrﬁé?sgtfl Full funding 2
1998 ettt 468,195 1,502,395
699,572 668,000
703,164 244,000
604,858 350,000
257,759 187,000
Qutyear Obligations of 5 Year BA ..o 207847 o

10bligation authority.
2New budget authority.

Question. Does the new full funding initiative provide a sufficient level of capital
investment to support the Stockpile Stewardship and Management program in the
outyears?

Answer. The outyear estimates for capital investments are sufficient to cover de-
fined requirements and provide some amount for anticipated, but as yet unap-
proved, construction. Some Science-Based Stockpile Stewardship projects which may
be necessary to enable stockpile evaluation and certification without underground
testing, such as the Advanced Hydrodynamic Facility and the X-1 Pulsed-Power Fa-
cility, are not yet identified within the five year targets in our fiscal year 1998 budg-
et. Our annual budget process will reevaluate the balance between funding provided
for capital investments and that provided for operations and maintenance. Overall,
Defense Programs is committed to providing for essentially all of the needs of the
Stockpile Stewardship and Management program, except the acquisition of the new
tritium source, within the “$40 billion over 10 years” envelope.

Question. Does the full funding concept guarantee that there will be no cost over-
runs for the projects?

Answer. Full funding will not prevent all cost overruns. The cost increases to the
DARHT project resulting from the court injunction would not have been prevented
by full funding. Nor will full funding stop us from adding scope to a project, and
thus increasing its estimated cost, when doing so is programmatically and finan-
cially beneficial, such as occurred this year with the scope increases to the National
Ignition Facility required to maximize the efficiency and usability of the facility and
to insure the configuration of the finished facility does not preclude its use by the
Department of Defense or by non-defense academic investigators.

Question. How, then, does full funding differ from incremental funding in provid-
ing certainty of project costs?

Answer. With full funding, we anticipate requesting funds only once for most
projects, twice for large projects, and three times only for the largest of our projects.
Accordingly, our cost estimating associated with Conceptual Design Reports and
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Title I will need to continue to improve as we are essentially precluded from correct-
ing the estimates.

DUAL-AXIS RADIOGRAPHIC HYDRODYNAMIC FACILITY

Question. Regarding the DARHT facility, the budget justification indicates that
DOE has a study underway which will be the basis for selection of the best tech-
nology for the second axis accelerator. Why is DOE proceeding with the detailed de-
sign and long-lead procurement on the second-axis prior to completion of the Tech-
nology Options Study?

Answer. The Technology Options Study will be completed in April 1997 and a
technology selection decision by the Department will be made later this year. De-
tailed design and long-lead procurement for the second-axis will not begin until fis-
cal year 1998, after the technology selection. Our fiscal year 1998 budget request
assumes the use of the same technology as the first axis, pending final selection of
the technology. If a different technology is selected, our fiscal year 1999 budget re-
quest will be adjusted to reflect the new technology requirements.

Question. What are the potential problems in assuming the use of the same tech-
nology as the first axis and then changing to some other technology?

Answer. A decision will be made on the selection of technology prior to the sub-
mission of the fiscal year 1999 Budget Request and before commencing any detailed
design or long-lead procurement activities. Therefore, no problem with this strategy
is anticipated.

Question. What are the potential cost impacts?

Answer. Detailed cost estimates for the second-axis accelerator will not be avail-
able until after the technology selection decision is made, later this year. If it is de-
termined that adding multi-pulse capability (considered highly desirable to meet
science-based stockpile stewardship requirements) is technologically feasible, addi-
tional funding may be required in the amount of $10 to $20 million.

PROCESSING AND ENVIRONMENTAL TECHNOLOGY LABORATORY

Question. What would be the impact on the costs and schedules if the $29.8 mil-
lion requested in the budget to fully fund the Processing and Environmental Tech-
no&ogg Laboratory at the Sandia National Laboratory in New Mexico were not pro-
vided?

Answer. Following the full funding concept, the $29.8 million we have requested
in fiscal year 1998 is Budget Authority to fully fund the Processing and Environ-
mental Technology Laboratory. We have not identified additional obligational au-
thority in fiscal year 1998 and would plan to continue the project in fiscal year 1998
with obligational authority already available. Therefore, there would be no impact
on cost and schedule by deferring the $29.8 million Budget Authority until fiscal
year 1999. An independent cost estimate (ICE) of the Title I preliminary design is
now underway to ensure that the estimated cost is compatible with the scope con-
tained in the preliminary design. Our fiscal year 1999 Congressional Budget request
will update, if necessary, the planned obligation and cost schedule.

ATLAS

Question. Is the ATLAS project at the Los Alamos Lab proceeding on schedule and
have the problems related to installing the equipment in a different building been
resolved?

Answer. The ATLAS project is well underway and proceeding on schedule. The
change in building location 1s completely resolved and has had no impact on the exe-
cution of this project.

SUBCRITICAL EXPERIMENTS AT THE NEVADA TEST SITE (NTS)

Question. What are subcritical experiments, and what makes the distinction be-
tween subcritical and critical?

Answer. The subcritical experiments planned by the Department at the Nevada
Test Site are scientific experiments to obtain technical information needed for Stock-
pile Stewardship. They will involve high explosives and nuclear weapon materials,
such as plutonium. In a subcritical experiment, the high explosive will be detonated
to create high pressures similar to those achieved in the early non nuclear stages
of a nuclear weapon; however, the configuration and quantities of materials will be
such that nuclear criticality cannot be reached. Technical reviews to confirm this
have been completed by two laboratories and by an outside group (the JASON’s).
In their review of these experiments, the JASON’s concluded that “* * * these par-
ticular experiments will add valuable scientific information * * * and that there is
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no conceivable scenario in which these experiments lead to criticality.” This means
that there will be no self-sustaining nuclear chain reaction in the experimental as-
sembly and any nuclear reactions will die out. In a critical or supercritical system,
a self-sustaining nuclear chain reaction can be created and large amounts of energy
can be released from nuclear processes.

Question. Can you give the committee a layman’s example of the magnitude of
force or energy that is given off from one of these experiments?

Answer. Essentially all of the energy from these experiments is due to the high
explosives that are detonated. In the first planned experiment, which will get equa-
tion of state data on plutonium, about 160 pounds of high explosives will be deto-
nated, an amount comparable to that used in road construction for removal of a
small hill. The second planned experiment, which will measure ejecta mass distribu-
tions in shocked plutonium, is much different than the first in that a smaller quan-
tity of explosives is required: less than a quarter of a pound or the amount in sev-
eral large firecrackers. There will be no measurable amount of nuclear fission en-
ergy released in these experiments. Future subcritical experiments are expected to
have an energy release in about the same range.

Question. How important are these experiments to the Stockpile Stewardship
strategy? Please explain.

Answer. These experiments are very important to the Stockpile Stewardship Pro-
gram mission. They will provide needed data for assessing nuclear weapons per-
formance and safety via advanced computer simulation. The accuracy and credibility
of these computer simulations will be significantly improved by conducting these
subcritical experiments. They will provide necessary benchmark data on the high
pressure behavior of weapons materials, the hydrodynamics of weapons components,
the effects of aging on materials, and the effects of remanufacturing techniques.

The experiments will also provide mechanisms to meet the requirements of the
Presidential Directive to maintain nuclear test readiness capability. These experi-
ments require, and thereby help to maintain, many of the operational skills needed
for an underground nuclear test, including those related to the site, facilities, equip-
ment, and skilled personnel.

Question. Does the Science-Based Stockpile Stewardship plan approved by the
President specifically include subcritical experiments?

Answer. The President has directed the Department of Energy to implement a
program of Science-Based Stockpile Stewardship (SBSS); however, he did not specify
program details. Subcritical experiments play an important role in the SBSS pro-
gram. Thus, they are included in the Department’s Stockpile Stewardship and Man-
agement Plan as a fundamental component of SBSS.

Question. Briefly review why DOE has not conducted subcritical experiments
planned for fiscal year 1996 and fiscal year 1997, and the current situation regard-
ing DOE ability to conduct these experiments during the remainder of 1997 and fis-
cal year 1998?

Answer. The first two experiments were originally scheduled to have been con-
ducted in June and September of 1996. Both experiments were delayed in order that
the Nevada Test Site Sitewide Environmental Impact Statement (SWEIS) could be
completed and a Record of Decision (ROD) issued. Secretary O’Leary issued the
ROD on December 9, 1997 that identified DOE’s plan to conduct subcritical experi-
ments as part of the Science-Based Stockpile Stewardship (SBSS) program. More re-
cently, certain transparency related issues were being discussed and coordinated
through the interagency process. These issues have been resolved through inter-
agency staff and final efforts are underway to obtain approval from the new Sec-
retary of Energy and the White House to proceed with the experiments. Secretary
Pena has already expressed his support for these experiments. Once all outstanding
issues are resolved, it should take approximately 10 to 12 weeks to conduct the first
experiment with the second to follow about 8 weeks later. Thus, two experiments
are expected to be completed in fiscal year 1997. Four additional tests are planned
for fiscal year 1998.

The Secretary of Energy issued a statement regarding the schedule for subcritical
experiments on April 4, 1997. The statement follows as an update for the record.

STATEMENT OF THE SECRETARY OF ENERGY FEDERICO PENA ON THE SCHEDULE FOR
SUBCRITICAL EXPERIMENTS

At the United Nations last year, as the first world leader to sign the Comprehen-
sive Test Ban Treaty, President Clinton firmly committed the United States to the
pursuit of a world free of nuclear testing, observing that this treaty was the cul-
mination of the work of American Presidents—both Republican and Democrat—over
the past four decades.
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When the President made the decision to pursue a zero yield Comprehensive Test
Ban Treaty, he stated that, even in the absence of nuclear testing, we would main-
tain “strategic nuclear forces sufficient to deter any future hostile foreign leadership
from acting against the interests of the United States.” The President also declared
that the maintenance of a safe and reliable nuclear weapons stockpile is a necessary
condition for U.S. entry into a Comprehensive Test Ban Treaty.

Maintenance of a safe and reliable nuclear weapons stockpile is the direct respon-
sibility of the Department of Energy (DOE). To this end, we are announcing today
a schedule for subcritical experiments—an essential component of the Department’s
program for ensuring the safety and reliability of the stockpile. The first in a series
of these experiments is now scheduled for June 1997, with a second similar experi-
ment to follow sometime this fall.

Over many decades, a group of distinguished scientists known as the JASON’s
has provided the U.S. Government independent, expert analyses in defense and
arms control issues. At the request of the Department of Energy, the JASON’s con-
ducted a review of the designs of the Department’s first two subcritical experiments.
In a January 1997 letter transmitting this review to Acting Secretary of Energy
Charles Curtis, the JASON’s concluded that “these particular experiments will add
valuable scientific information to our database relevant to the performance of our
nuclear weapons, and that there is no conceivable scenario in which these experi-
ments lead to criticality.” Yesterday, the JASON’s formally released their report.

Subcritical experiments are essential to our commitments to a world free of nu-
clear testing and a reliable nuclear deterrent and are fully consistent with the
CTBT. In addition, these experiments complement other elements of DOE’s Stock-
pile Stewardship and Management program such as the National Ignition Facility
and the Accelerated Strategic Computing Initiative—additional tools which will help
supply the confidence in stockpile safety and reliability the President has required
in order to support the CTBT.

The Comprehensive Test Ban Treaty represents an advancement of peace and se-
curity for the American people. It is a clear demarcation between the Cold War Era
and the post-Cold War world: between a runaway arms race, fear of nuclear pro-
liferation and concern about environmental degradation—and increased stability,
enhanced security and ongoing international cooperation. The Department of Energy
is proud of its contribution toward these important national and international goals.

Question. Are there any obstacles preventing DOE from conducting subcritical ex-
periments in 1997?

Answer. We know of no obstacles that would prevent the Department from con-
ducting the two experiments planned for fiscal year 1997.

SUBCRITICAL EXPERIMENTS AT THE NEVADA TEST SITE

Question. How much funding was appropriated for subcritical experiments in fis-
cal year 1996 and fiscal year 1997?

Answer. The fiscal year 1996 funding required to plan and prepare for the sub-
critical experiments was approximately $40 million. The fiscal year 1997 estimate
for all costs associated with the subcritical experiments is approximately $60 mil-
lion. Although not specifically identified in a discrete budget line, the funds for the
Nevada support of the experiments were requested within the Test Capabilities and
Readiness category of Core Stockpile Stewardship. The funds for the laboratory sup-
port of the experiments were requested in the Experimental Activities portion of the
Programs and Initiatives category of Core Stockpile Stewardship as well as the De-
sign Assessment Science and Technology portion of the Research and Advanced
Technology category of Core Stockpile Stewardship.

Question. Since those experiments were not conducted, how were the funds appro-
priated for the experiments used?

Answer. The department requested and received funding to conduct “experiments
to demonstrate and exercise capability * * *.” No funding was specifically appro-
priated for only subcritical experiments. When the Secretary determined that it was
necessary to postpone these experiments, actions were taken to put the first two
planned experiments in a semi-operational state so they could be restarted and com-
pleted when the go-ahead was given without significant additional technical delay
or rebuild and restart costs. Rather than abandoning the experimental site, the di-
agnostic and other scientific equipment for the experiments was preserved in a way
that degradation would not result from the hiatus and the underground complex
was also maintained. In addition, in this time period, the Department conducted two
overall operational exercises for the experimental teams and several other “dry-
runs” and trials have taken place to assure that staff and equipment are in good
condition. Not only will these activities benefit future experimental efforts at the
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NTS, but they have also served to reinforce and demonstrate our readiness to con-
duct a nuclear test if that were required. Finally, planning work and diagnostic de-
velopment was begun on the technical aspects of future experiments to optimize
their value in expectation that the go-ahead for them would be forthcoming.

Question. How much funding is included in the fiscal year 1998 budget for sub-
critical experiments?

Answer. The fiscal year 1998 estimate for all costs associated with the subcritical
experiments is approximately $80 million. Although not specifically identified in a
discrete budget line, the funds for the Nevada support of the experiments were re-
quested within the Test Capabilities and Readiness category of Core Stockpile Stew-
ardship. The funds for the laboratory support of the experiments were requested in
the Experimental Activities portion of the Programs and Initiatives category of Core
Stockpile Stewardship as well as the Design Assessment Science and Technology
po(li‘ti}(l)n of the Research and Advanced Technology category of Core Stockpile Stew-
ardship.

FUNDING FOR STOCKPILE MANAGEMENT

Question. Is the budget of $2.0 billion for Stockpile Management sufficient to un-
dertake the critical work required to reshape the manufacturing complex in 1998
without adverse impact on the capability of the complex to respond if required?

Answer. Within the Stockpile Management budget of $2.0 billion, the Stockpile
Management Restructuring Initiative will be funded in fiscal year 1998, at $17.5
million to support engineering design activities at the Y-12 Plant and the Savannah
River Site. Additional funding is included within operations and maintenance to
continue conceptual design activities in preparation for initiation of construction
project line items in fiscal year 1999. The Stockpile Management Restructuring Ini-
tiative will support the implementation of Departmental decisions related to facility
downsizing or relocation of missions. This initiative will reduce unnecessary infra-
structure cost which take away dollars to perform weapon workload. The Stockpile
Management Restructuring Initiative maximizes rightsizing while downsizing. By
rightsizing, the Department will maintain a capability to increase capacity to re-
spond, within broad limits, to stockpile problems. Additionally, the budget includes
$103.2 million for ADaPT to pursue emerging technologies in agile manufacturing,
enterprise integration, and production process improvements.

Question. What are the critical problems or issues facing the production complex
and how does this budget address those concerns?

Answer. Certain weapon life extension programs are very dependent on the De-
partment’s ability to conduct enriched uranium operations. The Department’s facil-
ity for uranium operations resides at the Y-12 Plant in Oak Ridge, Tennessee. The
enriched uranium operations at the Y-12 Plant have been shut down since 1994.
In fiscal year 1998, £27.8 million will be provided toward reestablishing an enriched
uranium capability. A resumption of activities plan is underway at Y-12 and on
schedule but not without risk. The Department is keeping a close eye on resumption
of operations progress and associated cost.

STOCKPILE MANAGEMENT

Question. How successful have you been in integrating the Stockpile Stewardship
and Stockpile Management Programs?

Answer. The Department’s Stockpile Stewardship and Management Program is a
single, integrated technical program designed to ensure the continued safety and re-
liability of the nuclear weapons stockpile without underground testing. Stockpile
Stewardship is a broad, forward looking set of capabilities, which include research,
design, development and testing needed to help DOE and its laboratories assess and
certify the continuing safety and reliability of the stockpile. Stockpile Management
activities are the day-to-day manufacturing and surveillance operations required to
support the stockpile. The completion of the first annual update of the Stockpile
Stewardship and Management Plan (Green Book) reflects the success at integrating
these two programs. The primary measure of the success of integrating Science-
Based Stockpile Stewardship and Stockpile Management is the completion of the
first annual certification of the stockpile. In this certification the Secretaries of De-
fense and Energy, after an extensive review by experts within government and at
the national laboratories, affirmed that the Nation’s stockpile remains safe and reli-
able, and that a return to underground nuclear testing is not required at this time.

Question. How much of the $131 million increase was allocated to the national
labs and how much went to the production complex?

Answer. In addressing this question, it is important to recognize that the Stock-
pile Stewardship and Management Program is a single, highly integrated technical
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program for maintaining the safety and reliability of the U.S. nuclear stockpile. Tra-
ditionally, the activities of the national laboratories and the Nevada Test Site have
been regarded somewhat separately from those of the weapon production plants.
However, although they remain separate budget decision units within Weapons Ac-
tivities, all stockpile stewardship and management activities have achieved a new,
closer linkage. For instance, the Sandia National Laboratories and Los Alamos Na-
tional Laboratory have picked up critical manufacturing functions previously con-
ducted at the Mound, Pinellas and Rocky Flats Plants. The fiscal year 1997 congres-
sional add-on of $130 was allocated in the following manner: $74.6 million was di-
vided among the traditional production complex consisting of the Kansas City Plant,
the Pantex Plant, the Y-12 Plant and the Savannah River Site; $43.7 million was
distributed to the national laboratories; and $11.7 million was allocated between the
Idaho National Engineering and Environmental Laboratory and Pacific Northwest
Laboratory.

Question. What criteria was used to determine how the additional funding would
be allocated?

Answer. The Conference Report accompanying the Energy and Water Develop-
ment Bill for fiscal year 1997 provided direction that the additional funding be allo-
cated for new tritium source activities, enhanced surveillance, advanced manufac-
turing, and upgrades for the tritium recycling facility at Savannah River. Therefore,
the additional funding was allocated consistent with requirements and milestones
outlined in Departmental programmatic plans including the Enhanced Surveillance
Program Plan, the Advanced Design and Production Technologies Plan, and the
dual-track approach for a new tritium supply.

Question. Provide breakout for the record which shows how the increase over the
budget request for Stockpile Management and Stewardship was allocated by site.

Answer. The increase over the budget request by site is shown in the following
table, which I would like to insert in the record. The information follows:

Site Allocations of Fiscal Year 1997 Appropriations

[In millions of dollars]

KANSAS CitY .oocccviiieciiieeiie ettt e et e e s e e e e e e e ra e e enrae e enbaeeenaaeenns 13.8
Pantex ........... .. 146
Y-12 Plant ........... e 241
Savannah RiVET Site ......cccccoiiiiiiiiiiiiiiieice e 234

Subtotal Plants ........ccccooiiiiiiiiiie e 75.9
Richland/Pacific Northwest Laboratory ..........cccccccevecvieeeriiienniiieieiieesrieeeieeene 13.0
Idaho ..ooocieiiiiiee 5.9
Albuquerque . (25.1)
Headquarters ................... 6.4
Community Assistance ... .. 226
INEVAAA .eiiiiiiieiiieiie ettt ettt et e s bt e st eeabeesabeenbeeesbeebeesabeeseesabeensaaenne (3.8)
OaKIANA ..ot (0.8)
Oak Ridge ...cccovvevereeecieeecieeeeee e, 0.1
Lawrence Livermore National Laboratory 17.7
Los Alamos National Laboratory ............... .. 46.8
Sandia National Laboratories ..ot 42.5

o] 7= USSP 201.2

Question. The budget proposes a 10 percent reduction in operations funding for
the Core Stockpile Management program. How do you explain this reduction and
does it concern you?

Answer. The budget request for Core Stockpile Management operations and main-
tenance is $46 million (3.5 percent) below the fiscal year 1997 appropriation for op-
erations and maintenance. This decrease reflects savings from program progression
in nonnuclear reconfiguration, the nonrecurring payment in fiscal year 1997 of pen-
sion plan/sales tax liabilities associated with the Mound and Pinellas Plants, and
the reduction of approximately 350 personnel at the Pantex Plant in fiscal year
1997. We believe the funding request for Core Stockpile Management is sufficient
to support critical workload activities and to ensure operation of the complex in a
safe, secure, and environmentally sound manner.

Question. Is this something the committee should be concerned about as it relates
to the ability of the production complex to respond if required?

Answer. The fiscal year 1998 budget request for Defense Programs represents a
balanced program between Stockpile Stewardship and Management programs. It
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protects core program requirements including critical workload activities and oper-
ation of the complex in a safe, secure, and environmentally sound manner; as well
as supporting critical initiatives including Tritium Production, Enhanced Surveil-
lance, Advanced Manufacturing, Design and Production Technologies and the Accel-
erated Strategic Computing Initiative.

Question. A significant part of the reduction below the 1997 level is made up of
a $45.1 (20 percent) decrease in Management and Administration. What is the im-
pact of this reduction in terms of people and programs?

Answer. The decrease of $45.1 million from fiscal year 1997 in the Management
and Administration program is primarily reflective of the nonrecurring payment in
fiscal year 1997 of pension plan/sales tax liabilities associated with the Mound and
Pinellas Plants. The decrease also recognizes a pro rata share of downsizing efforts
at the Pantex Plant in fiscal year 1997. We also continue to streamline overhead
activities in the complex to assure maximum productivity from the funds available
to us.

q Question. Please provide a detail breakout of what makes up the $45.1 million re-
uction.

Answer. The detail on the $45.1 million reduction in the Management and Admin-
istration program follows:

[In millions of dollars]

Mound and Pinellas Plant Pension Liabilitie€S ........ccocccevviiieiivieeeiieecereeeeeneeenns -39.0

Downsizing of the Pantex Plant ............. -3.2
Contractor Streamlining Adjustment ............cccccceeveeninne e —17.9
Increase for the National Resource Center for Plutonium ...........cccceeeuveennennee. +5.0

Question. How much is included for the National Resource Center for Plutonium?

Answer. The budget request for Core Stockpile Management includes $5 million
in fiscal year 1997 and $10 million in fiscal year 1998 under the Management and
Administration program to support the National Resource Center for Plutonium.

STOCKPILE MANAGEMENT

Question. Could you provide a brief explanation of the Center’s activities, includ-
ing the specifics on the DOE responsibilities for funding Center activities?

Answer. The National Resource Center for Plutonium was established to dem-
onstrate the Department of Energy’s interest in protecting the environment, safety,
and health of populations adjacent to its sites and to provide financial assistance
to the State of Texas to facilitate the execution of the State’s responsibilities to its
citizens and the public in general. The Center has created six task areas in which
it conducts activities related to the objectives of the Cooperative Agreement. The
task areas are: (1) plutonium information resource; (2) advisory function; (3) envi-
ronmental, public health and safety; (4) communication, education and training; (5)
nuclear and other material studies; and (6) administrative support. As outlined in
the Cooperative Agreement, the Department is responsible for providing $49 million
in funding over a 5-year period from fiscal year 1995 through fiscal year 1999, pro-
viding $9 million in funding in fiscal year 1995 and providing $10 million in funding
for each subsequent funding year. The State of Texas is responsible for providing
$2.45 million in funding over the 5-year period.

Question. If there is a memorandum of agreement covering funding of the Center,
please provide that for the Record.

Answer. There is no memorandum of agreement covering funding of the Center;
however, provided for the record is a copy of the “Protocol for Department of Energy
%dministration of Cooperative Agreement DE-FC04-95AL85832 with State of

exas.”

PROTOCOL FOR DEPARTMENT OF ENERGY ADMINISTRATION OF COOPERATIVE
AGREEMENT DE—-FC04—95AL85832 WITH STATE OF TEXAS

INTRODUCTION

Cooperative Agreement DE-FC04-95A1.85832 (the Agreement) provides for De-
partment of Energy financial assistance to the State of Texas (Texas). Under the
terms of the Agreement, Texas will provide administrative and fiscal oversight in
the performance of mutually agreed-to tasks and functions as outlined in the Project
Management Plan.

Tasks to be performed under the Cooperative Agreement will facilitate the exer-
cise of the State’s responsibility to protect the health and safety of its citizens and
its environment, and will assist the Department of Energy in carrying out the mis-
sions of the Pantex Plant. Examples of activities include conducting public and sci-
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entific outreach programs on health and environmental effects of plutonium and
other weapon materials, engaging in studies of the behavior of weapon materials in
environmental media, performing environmental characterization and measure-
ments, and assisting in emergency preparedness with respect to the Pantex Plant
and surrounding environment.

Examples of activities of interest to the Office of Fissile Materials Disposition may
include coordinating advisory groups, hosting international conferences, and tech-
nical activities relating to long-term storage and disposition of weapons-useable
fissile materials.

The Offices of the Department of Energy that participate in the administration
of this Agreement are:

—Albuquerque Operations Office

—Contracts and Procurement Division, through the Contracting Officer.
—Amarillo Area Office.

—Weapons Quality Division, through the Nuclear Technology Programs Man-
ager.

—The Office of Military Application and Stockpile Management, DP-20, through
DP-24.

—The Office of Fissile Material Disposition, MD—-1, through the Technical Direc-
tor as may be determined following publication of the Record of Decision on the
Programmatic Environmental Impact Statement on Storage and Disposition of
Weapons-usable Fissile Materials.

DEFINITIONS

Program refers to the program responsibilities of the Headquarters Program Of-
fices, DP and MD. Programmatic review is accomplished to ensure consistency with
Headquarters’ program(s).

The Project is collectively all of the activities funded under the terms of the
Agreement. The Project Management Plan, Appendix I of the Agreement, estab-
lishes the scope of the Project.

A Task is a specific work element within the project, and defines work to be per-
formed, deliverables, schedule, and associated cost. Annually, Texas provides their
proposed Technical Task Plan for the coming fiscal year. This document, titled Con-
tinuation Application for the Amarillo National Resource Center for Plutonium, con-
tains top-level descriptions, deliverables, and costs associated with tasks.

Supplemental Task Plans are typically two-page statements of specific work to be
performed, schedules, and associated costs and contain more task detail than the
broad overview information contained in the Continuation Application.

Technical Monitors are appointed by the Contracting Officer’s Representative at
the Amarillo Area Office and are responsible to monitor progress and completion of
technical tasks, and on the basis of substantial observations, review and approve al-
locations to Texas in support of the terms of the Agreement.

The Technical Liaison is appointed by Weapons Quality Division and is respon-
sible for liaison with the National Laboratories to ensure that there is no duplica-
tion of effort represented in the tasks approved for funding under the terms of the
Agreement. The Technical Liaison will also be cognizant of opportunities for collabo-
ration between the Amarillo National Resource Center for Plutonium, the Principal
Investigators identified in the task plans, and the National Laboratories.

PURPOSE

The purpose of this protocol is to establish the roles, responsibilities, and func-
tions of the several DOE offices in the administration of this Agreement.

ALBUQUERQUE OPERATIONS OFFICE

Contracts and Procurement Division

1. Performs Contracting Officer functions within delegated authority limits.

2. Appoints and delegates authority to Contracting Officer Representatives for
specific contract administration functions.

3. Ensures that Department funds with respect to this agreement are obligated.

4. Ensures that deliverables meet the administrative specifications of the Agree-
ment.

Amarillo Area Office (AAO)

1. Serves as Contracting Officer’s Representative (COR). In this capacity provides
technical direction for execution of the Agreement, consistent with programmatic re-
quirements of the Department and the Project Management Plan. Provides guidance
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to Texas regarding value to DOE of individual task proposals and the overall pro-
gram content.

2. Designates technical monitors for specific tasks performed under the Agree-
ment. Responsible to review and approve allocations to Texas in support of the
terms of the Agreement.

3. Ensures that the financial obligations of the Department with respect to the
Agreement are represented in the Amarillo Area Office budget.

4. Reviews budget withdrawals from the U.S. Department of Health and Human
Services System to Texas, in accordance with terms of the Agreement.

5. Ensures that deliverables meet the technical specifications of the Agreement as
defined in detailed supplemental task plans.

6. Schedules and coordinates annual project review meetings.

7. Reviews and coordinates performance of tasks that support the mission of the
Pantex Plant including the programmatic and technical issues forwarded from all
interested parties.

8. Proposes or requests tasks to be performed under the Agreement.

9. Participates in project review meetings.

Weapons Quality Division

1. Supports technical responsibilities of the COR. Ensures that task proposals are
unique and not duplicative of ongoing programs at DOE laboratories. Identifies col-
laborative opportunities for tasks in association with DOE laboratory programs.

2. Reviews budgets and supporting task plans submitted by the Center to ensure
that the Center’s activities are consistent with the joint objectives and the Project
Management Plan specified in the agreement. Consolidates comments and sugges-
tions regarding programmatic and technical issues and forwards results to the COR.

3. Reviews and approves the Annual Technical Task Plan (Continuation Applica-
tion) and any mid-year revisions in coordination with DP-24, MD-1, AAO, and DOE
laboratories as appropriate.

4. Provides technical review of the Continuation Applications and Supplemental
Task Plans submitted by the Amarillo National Resource Center for Plutonium prior
to approval of the Continuation Application.

5. Serves as technical liaison for the AAO concerning work to be performed under
the Agreement.

6. Proposes or requests tasks to be performed under the Agreement.

7. Participates in project review meetings.

OFFICE OF MILITARY APPLICATION AND STOCKPILE MANAGEMENT, DP—20, DOE
HEADQUARTERS

1. Requests and reviews detailed Supplemental Task Plans prior to recommending
approval of the Annual Technical Task Plan.

2. For those tasks of interest to DP-20, responsible to review and recommend ap-
proval of budgets and supporting task plans submitted by the Center to ensure that
the Center’s activities are consistent with the joint objectives and the Project Man-
agement Plan specified in the Agreement.

3. Ensures that funds are identified to Albuquerque Operations Office to support
approved tasks of interest to the Office of Defense Programs being performed under
the Agreement.

4. Consults with technical liaison regarding proposed tasks to be performed under
the Agreement.

5. Proposes or requests tasks to be performed under the agreement.

6. Participates in project review meetings.

OFFICE OF FISSILE MATERIALS DISPOSITION, M—1, DOE HEADOQARTERS

1. Requests and reviews detailed Supplemental Task Plans prior to recommending
approval of the Annual Technical Task Plan.

2. For those tasks of interest to MD, responsible to review and approve budgets
and supporting task plans submitted by the Center to ensure that the Center’s ac-
tivities are consistent with the joint objectives and the Project Management Plan
specified in the Agreement.

3. Ensures that funds are identified to Albuquerque Operations Office to support
approved tasks of interest to the Office of Fissile Material Disposition being per-
formed under the Agreement.

4. Consults with technical liaison regarding proposed tasks to be performed under
the Agreement.

5. Proposes or requests tasks to be performed under the Agreement.

6. Participates in project review meetings.
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JOINT INTEREST TASKS

The arrangements in fiscal year 1997 for sponsorship and administration of tasks
in which both DP and MD have a shared interest will be resolved on a case-by-case
basis by the respective Headquarters program offices.

Programmatic issues associated with tasks to be performed under the agreement
in fiscal year 1997, in which both DP and MD have a shared interest, will be re-
solved by the involved Headquarters program offices.

SIGNATURES

The following parties agree that the foregoing definition and assignment of roles
and responsibilities is appropriate and will be used in administering the subject Co-
operative Agreement with the State of Texas. Any changes desired will be nego-
tiated with all parties and documented in subsequent revisions of this protocol.

Richard W. Brown

For Thomas P. Seitz Date 10/25/96
Deputy Assistant Secretary for

Military Application and Stockpile
Management, Office of Defense Programs

Gregory P. Rudy Date 11/12/96
Director
Office of Fissile Materials Disposition

Bruce G. Twining Date 10/6/96
Manager
Albuquerque Operations Office

CHEMICAL AND BIOLOGICAL WEAPONS NONPROLIFERATION PROGRAM

Question. The Committee earmarked $17 million for DOE to undertake an R&D
Program related to detection of materials used in making Chemical and Biological
weapons. How much funding has been allocated for this effort in 1997, and what
funding level is requested for fiscal year 1998?

Answer. The Department has allocated the full $17 million earmarked in fiscal
year 1997 to the Chemical and Biological Weapon Nonproliferation Program. This
program is focused on the development of technologies and capabilities to detect the
transportation, production, and use of chemical and biological agents and their pre-
cursors. The Department has requested $23 million in fiscal year 1998, $19 million
for continuing research and development and $4 million allocated to supporting
emergency management activities.

Question. Briefly discuss the various Chemical and Biological activities, including
funding levels, underway in DOE and other Federal agencies.

Answer. There are numerous Federal agencies involved in chemical and biological
defense activities. In particular, the Department of Defense and the Intelligence
Community have lead roles in this arena within the United States Government. I
cannot, at this time, provide detailed information on the nature and extent of other
agencies’ programs and associated funding levels. However, these programs are sig-
nificant and we are working closely with all appropriate agencies.

The Department of Energy’s (DOE) Chemical and Biological Nonproliferation Pro-
gram (CBNP) was initiated in 1997 in response to an appropriation of $17 million
in the Energy and Water Development Appropriations Act of 1997. This appropria-
tion acknowledged the concern over chemical and biological weapon proliferation
and the recognized technical capabilities of the DOE laboratories. The DOE has a
long history in the chemical and biological sciences with present programs estimated
at greater than $1 billion annually.

The fiscal year 1997 CBNP program is focused on research and development. The
program for later years anticipates expansion into threat assessment and training
and operations areas.

The CBNP addresses common issues across the nonproliferation area with pro-
gram elements supporting incident response, military operations, policies and trea-
ties, and intelligence. The program was formulated by identifying the overlap be-
tween gaps in existing technologies and DOE laboratory competencies that if suc-
cessfully addressed would provide unique leverage. The program was coordinated
with multiple agencies representing technology developers as well as the end-users
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of the technologies (e.g., Department of Defense, Federal Bureau of Investigation,
Federal Emergency Management Agency, Public Health Service, etc).

The fiscal year 1997 program focuses on four key areas:

(1)Fundamental Biology which addresses key issues for other technical areas, par-
ticularly detection and attribution;

(2) Detection which involves development of multiple detection technologies with
an emphasis on biological detection and identification;

(3) Transport Modeling which involves development of transport models particu-
larly for complex urban areas; and

(4) Decontamination which involves development of rapid, environmentally benign
decontamination technologies.

In the area of Fundamental Biology, DOE’s capabilities derived from the human
genome program are being leveraged to determine the detailed molecular function
and structure of potential biological threat agents. Additionally, in conjunction with
the Center for Disease Control, we are participating in the development of capabili-
ties to detect exotic or newly emerging diseases on a global scale. Funding in this
area is $5 million in fiscal year 1997 and the budget request for fiscal year 1998
is $5.5 million.

In the Detection area, we are working to develop highly sensitive, highly specific,
and low cost detection systems for identifying exposures to biological agents of con-
cern. It is hoped that these detectors will rapidly provide first responders informa-
tion about the nature and extent of the agent(s) used in an attack. We are drawing
on DOE’S substantial experience in DNA-based detection technology to provide a
new generation of fieldable, highly-sensitive detectors that can identify different big-
strains as well as detect bio-engineered threats. We are also leveraging DOE capa-
bility in micro-engineering and the chemical sciences to develop miniaturized sen-
sors (“chemical lab-on-a-chip”) to detect toxins and chemical agents. We are also in-
vesting in work to determine how stand-off detection (from up to kilometers away)
may be used to identify chemical or biological agents. Funding for sensor develop-
ment is $8.3 million in fiscal year 1997 and the budget request for fiscal year 1998
is $9.8 million.

In the area of Transport and Fate Modeling in fiscal year 1997, we are building
on DOFE’s large-scale computer and modeling capabilities to evaluate, develop and
apply models for predicting the dispersal of chemical and biological agents released
in the atmosphere in open terrain, within cities, and within structures such as
buildings and subways. The information thus generated will be used to define fun-
damental design criteria for detection technology (e.g., required sensitivity and
range), to support operational response planning, training, exercises, and the devel-
opment of concepts of operation for first responders.

In fiscal year 1998 we are including an upgrade to DOE’s Atmospheric Release
Advisory Capability to include the capability to provide near-real time predictions
of chemical and biological agent releases and their effects. Although this capability
has broad application to industrial accidents, it will be particularly useful to provide
real time assessment of potential terrorist attacks focused on chemical plants or bio-
facilities near or embedded within population centers. Funding for Transport and
Fate Modeling is $1.7 million on fiscal year 1997, and the budget request for fiscal
year 1998 is $2.7 million.

In the area of Decontamination we are focusing on Department of Defense and
incident response needs for rapidly deployable, environmentally benign decon-
tamination technologies. These technologies include foams, catalytic sorbents and
low temperature plasmas, and are focused on recognized needs in the areas of de-
contamination of facilities and sensitive equipment. Funding for fiscal year 1997 in
the area of Decontamination is $2 million, and the budget request for fiscal year
1998 is $2 million.

The area of Threat Assessment is a proposed new program element for fiscal year
1998. DOE intends to integrate chemical and biological threat assessment capabili-
ties into DOE’s existing nuclear threat assessment capabilities in fiscal year 1998.
This effort has been coordinated with and will be executed in conjunction with the
Department of Defense, the Intelligence Community, and the FBI. In addition to ad-
dressing chemical and biological threats directed at critical DOE facilities, this capa-
bility will be made available to address the broader range of chemical and biological
terrorist threats. No funding was provided for the Threat Assessment area in fiscal
year 1997. The budget request for this area in fiscal year 1998 is $2 million.

The area of Training and Operations is a proposed new program element for fiscal
year 1998. This effort will support DOE’s participation in scenario development, ex-
ercises and training in conjunction with the Department of Defense, Director of Mili-
tary Support and the Chemical and Biological Defense Command. This will ensure
that DOE’s unique requirements are addressed and that DOE leverages the Depart-
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ment of Defense’s efforts in this area. No funding was provided for the Training and
Operations area in fiscal year 1997. The budget request for this area in fiscal year
1998 is $1 million.

Question. How are DOE programs coordinated with other Federal agencies in
order to eliminate duplication of effort?

Answer. The Department’s Chemical and Biological Weapons Nonproliferation
Program was configured with full participation and review from the user and tech-
nical communities. Three criteria were used to develop the DOE Program: DOE
should address high priority gaps in the United States Government’s capability to
counter proliferation of chemical and biological weapons, the DOE program should
be complimentary to, rather than duplicative of ongoing efforts, and the DOE pro-
gram should leverage existing DOE capabilities and strengths.

Based on these criteria, the Department of Defense, the Intelligence Community
and elements of Law Enforcement and the Incident Response Community reviewed
the DOE Laboratories’ core capabilities and recommended areas where DOE could
provide unique, high leverage support to address gaps in capability. The user com-
munity also acted in an advisory capacity to the DOE in the selection of the multi-
laboratory teams chosen to execute the R&D program and jointly reviewed the pro-
posed program.

The DOE program was reviewed by the Counterproliferation Review Committee
(CPRC) Standing Committee and will be included in the CPRC fiscal year 1997 Re-
port to Congress. This Committee, composed of representatives from the Depart-
ment of Defense, DOE and the Intelligence Community and chaired by the Deputy
Secretary of Defense, is responsible for coordinating the Nation’s efforts to develop
capability to counter the proliferation of nuclear, chemical and biological weapons.
We will continue to rely on the CPRC to ensure the DOE Program is included in
the interagency coordination process.

Question. Provide a crosswalk for the record showing the level of funding for 1997
and 1998 for the various programs and activities involved in the Chem./Bio. Effort.

Answer. Funding for the Chemical and Biological Weapons Nonproliferation Pro-
gram is $17 million for fiscal year 1997. The budget request for this program for
fiscal year 1998 is $23 million. The crosswalk for fiscal year 1997 and fiscal year
1998 funding is as follows:

CHEMICAL AND BIOLOGICAL WEAPONS NONPROLIFERATION PROGRAM FUNDING INFORMATION FOR
FISCAL YEAR 1997 AND FISCAL YEAR 1998

[In millions of dollars]

Fiscal year 1997 Fiscal year 1998

Program element Research and

Research and Emergency

development development management
Fundamental biology .......ccccoovrrinrierrrieeseseesse e 5.0 5.5
Sensor development 8.3 9.8
Plume dispersal .. 1.7 1.7 1.0
Decontamination .. 2.0 20 e,
Threat @SSESSMENT .........ucveeeeiecieeee e eesieies oeevessessssesaiese aeebiessesses s ssnses 2.0
Training and OPErAtioNS ........coveveveveeeeeieeeeceeeeeeieieens vt v sensenienne eaersesessaaneenaeseenes 1.0
TOAIS v 17.0 19.0 4.0

NUCLEAR SMUGGLING

Question. Provide the same information for the nuclear smuggling activities.

Answer. For the Office of Nonproliferation and National Security, activities spe-
cifically tailored to counter nuclear smuggling total $8.6 million in fiscal year 1997.
Experience over the past two years has shown that gaps exist in the Department’s
overall counter nuclear smuggling program and the Department’s support to other
agencies in this endeavor. To close these gaps, we have outlined a new initiative
to appreciably increase the funding to counter nuclear smuggling by $12.6 million,
for a total of $21.2 million in fiscal year 1998. The funding levels for the various
programs and activities involved in the counter nuclear smuggling effort are de-
tailed in the following table:
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COUNTER NUCLEAR SMUGGLING ACTIVITIES

[In millions of dollars]

Fiscal year 1998
Fiscal year 1997

Decision unit

funding! Increﬁjsneditr?gbase Total funding

Nonproliferation R&D .. 3.0 4.0 1.0
Nuclear safeguards ..... 0.2 2.0 2.2
Emergency management . 2.8 2.5 53
Energy intelligence 1.9 1.6 3.5
Arms control 0.7 2.0 2.1
Program dir€Ction ......coceveveveieeeecesce e eeeee v s 0.5 0.5

TOtAl oo 8.6 12.6 21.2

I Reflects fiscal year 1997 funding directly related to nuclear smuggling activities included in base funding.
MATERIAL PROTECTION, CONTROL AND ACCOUNTING (MPC&A) PROGRAM

Question. Briefly review the Material Protection, Control and Accounting
(MPC&A) program.

Answer. The goal of The Department of Energy’s (DOE) Nuclear Material Protec-
tion, Control and Accounting (MPC&A) Program is to reduce the threat of nuclear
proliferation by strengthening security at all facilities in Russia, the Newly Inde-
pendent States (NIS), and the Baltic states that contain plutonium or highly en-
riched uranium in forms other than nuclear weapons. Plutonium or highly enriched
uranium are the essential ingredients of nuclear weapons. Preventing their theft or
loss is the first line of defense against nuclear smuggling and nuclear terrorism. The
MPC&A program is a critical component of our national security strategy because
it prevents nuclear material from entering the smuggling pipeline, where it is dif-
ficult or impossible to track.

DOE and its national laboratories have been working directly with technical ex-
perts in Russia, Ukraine, Kazakstan, Belarus, and Latvia to improve MPC&A since
1994. In 1995 DOE established a special Task Force to coordinate and accelerate
this work. By the end of 1996 cooperative work was underway at over 44 sites in
Russia, the NIS, and the Baltics.

DOE also assists the nuclear regulatory authorities in these countries in creating
national systems for nuclear material control and accounting. For example, in June
1995, DOE and Gosatomnadzor (GAN), the Russian nuclear regulatory agency,
signed an agreement to cooperate on six projects, including the creation of the Rus-
sian Federal Materials Control and Accounting Information System and supporting
development of the MPC&A regulatory base in Russia. DOE has also initiated
MPC&A assistance programs for nuclear materials used by the Russian Navy and
Icebreaker fleets and for nuclear materials during transportation in Russia.

Question. How many facilities will be completed by the end of fiscal year 19977

Answer. By the end of fiscal year 1997, MPC&A upgrades will have been com-
pleted at over 20 facilities. (22)

Qur’estion. How many additional locations will DOE be undertaking in fiscal year
19987

Answer. DOE will have agreement to cooperate at all known facilities which use
or store weapons-useable nuclear material in Russia, the NIS, and the Baltics dur-
ing fiscal year 1997. If any additional sites are identified which use or store weap-
ons-useable nuclear material, DOE will seek to add those facilities to our program.

Question. How many additional facilities will DOE need to initiate beyond 1998?

Answer. DOE does not anticipate any additional facilities beyond 1998.

Question. What is the schedule for completing this program?

Answer. DOE will complete all MPC&A upgrades in smaller facilities across Rus-
sia, NIS, and the Baltics in Calendar Year 1998. Ongoing upgrades at all remaining
facilities are scheduled to be complete by the end of Calender Year 2002.

NUCLEAR SMUGGLING

Question. What is the nuclear smuggling threat and how is DOE’s program de-
signed to address that threat?

Answer. Recent events, such as the bombings at the World Trade Center, the
Murrah Federal building in Oklahoma City and in the Atlanta area, as well as the
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breakup of the former Soviet Union, have intensified concern about transnational
threats such as nuclear smuggling and terrorism sponsored by rogue states and un-
conventional and dissident groups. Reported incidents of alleged illicit nuclear traf-
ficking increased dramatically in the early 1990’s and have remained high. Presi-
dential direction on Counterterrorism and on Nuclear Materials Control, as well as
the National Defense Authorization Act for Fiscal Year 1997, mandate a national
effort to reduce the danger of nuclear smuggling and the associated potential for nu-
clear terrorism. The U.S. government is addressing this threat through several of
its civilian and military agencies and organizations. Based upon unique nuclear ex-
pertise, experience, and programs, the Department’s overall effort to counter the
threat of nuclear smuggling and the associated potential for nuclear terrorism in-
volves integrated and focused strategies to:

—Protect sources of special nuclear materials from theft;

—Work with other U.S. agencies to identify and track the activities of national
and sub-national groups seeking special nuclear materials, either through theft
or purchase;

—Provide technology to meet needs of U.S. Government and other nations to de-
tect and intercept illicitly trafficked nuclear materials;

—Support law-enforcement operations and diplomatic undertakings; including
training and assessments; and

—Plan, prepare, and exercise the capabilities needed to stop end-users of smug-
gled nuclear materials.

The Department has recently completed a Program Plan for “Countering the
Threat of Nuclear Smuggling”, which has been separately provided to the Commit-
tee. There are several well-established DOE programs related to countering nuclear
smuggling, including: domestic and international materials protection, control, and
accountability; threat credibility assessment; and the nuclear emergency search pro-
grams for responding to threats of nuclear terrorism. Additionally, the Department’s
capability to assess nuclear black market sales has been instrumental in evaluating
the hundreds of nuclear smuggling scams that have occurred during the last few
years and in rapidly concentrating scarce resources on those few events that actu-
ally involved special nuclear material. Other program elements which contribute to
the Department’s overall effort include intelligence work on foreign weapons pro-
grams and export controls of nuclear-related dual-use technology. Finally, DOE con-
ducts basic research and technology development in support of all of these program
elements and strategies.

Question. Provide a breakout showing the funding provided in 1997 and that pro-
posed for 1998 for each program, project or activity:

Answer. A breakout of funding in fiscal year 1997 as well as the fiscal year 1998
budget request for nuclear smuggling activities follows:

COUNTER NUCLEAR SMUGGLING ACTIVITIES

[In millions of dollars]

Fiscal year 1998

Fiscal year 1997

Decision unit A
Funding ! Increﬁjsneditr?gbase Total funding
Nonproliferation R&D 3.0 4.0 1.0
Nuclear Safeguards 0.2 2.0 2.2
Emergency Management 2.8 2.5 53
Energy Intelligence 1.9 1.6 3.5
Arms Control ........ 0.7 2.0 2.1
Program DIrBCHON .....c..oveeveceeeceeeieecteeeee et evesssssessssensanes 0.5 0.5
TOMAl oo 8.6 12.6 21.2

1 Reflects fiscal year 1997 funding directly related to nuclear smuggling activities included in base funding.

For the Office of Nonproliferation and National Security, activities specifically tai-
lored to counter nuclear smuggling total $8.6 million in fiscal year 1997. Experience
over the past two years has shown that gaps exist in the Department’s overall
counter nuclear smuggling program and the Department’s support to other agencies
in this endeavor. To close these gaps, we have outlined a new initiative to appre-
ciably increase the funding to counter nuclear smuggling by $12.6 million, for a total
of $21.2 million in fiscal year 1998.
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Highlights of fiscal year 1996-1997 activity:

Provided guidance to International Atomic Energy Agency (IAEA) and the United
Nations Special Commission on Iraq on potential indicators of reconstituted Iraqi
nuclear program using smuggled material.

Successfully demonstrated pager-sized radiation detector at an international air-
port in the United States. Both U.S. Customs Service and Department of State are
planning procurements of “radiation pager”. Also benchmarked radiation environ-
ments at ports of entry for U.S. Customs Service.

Provided technical support for nuclear collections by Intelligence Community.

Worked with U.S. Customs Service and the Department of State to provide train-
ing and equipment for foreign customs agencies (Project Amber).

Completed initial demonstration of U.S. laboratories’ capabilities to do forensic
analysis and attribution of seized nuclear material.

Assessed 75 incidents of purported nuclear smuggling worldwide and developed
trend analyses and summaries for other agencies. Provided experts for nuclear
awareness training including Department of State and Federal Bureau of Investiga-
tion-sponsored International Law Enforcement Academy in Budapest.

Highlights of additional activity planned in fiscal year 1998:

Physical protection of fissile nuclear material outside the former Soviet Union will
be assessed and improved through the IAEA or on a bilateral basis.

Customized versions of equipment now utilized at DOE facilities will be
prototyped in joint programs with the U.S. Customs Service and other Law Enforce-
ment Agencies to enhance the security of U.S. borders. Stand-off and active detec-
tion systems against shielded uranium will be prototyped. New technology to sup-
port highly portable and inexpensive in-field analysis by law enforcement and intel-
ligence communities and first responders will be developed.

Forensics and attribution of smuggled nuclear material will be operationalized
and demonstrated in annual exercise.

Increased analytical work and classified equipment will support intelligence com-
munity efforts related to nuclear smuggling and terrorism.

Technical manuals, procedures, training and a “ customer help” service to assist
Law Enforcement Agency reaction and response to nuclear detections will be pro-
vided.

TREATY MONITORING AND PROLIFERATION DETECTION

Question. One of the most important areas related to nonproliferation is treaty
monitoring and proliferation detection, yet the budget request does not place the
same high priority on these activities as it does on some other areas. Would you
comment on this?

Answer. Treaty monitoring and proliferation detection are indeed important areas
of nonproliferation research and development. However, during this era of con-
strained resources and attempting to address numerous other priority program
areas and initiatives, we have been unable to provide additional funds for treaty
monitoring and proliferation detection research and development in the fiscal year
1998 Budget Request.

OTHER DEFENSE ACTIVITIES

Question. What accounts for the continued increases related to the spent fuels
work in North Korea?

Answer. The budget for the Spent Fuel Canning Project will drop from $7.9 mil-
lion in fiscal year 1997 to $5 million in fiscal year 1998. The Department has esti-
mated that an annual budget of $5 million will be necessary to ensure proper main-
tenance of the spent fuel stored at Nyongbyon. The Department expects to maintain
the fuel for a period of four to seven years, at which time the fuel is to be removed
from North Korea.

Question. What is the extent of U.S. activities in 1997 and 1998?

Answer. In 1997, the U.S. will finish securing all 8,000 spent fuel rods in stainless
steel canisters, followed by placement of the canisters into storage racks in the
spent fuel pool at Nyongbyon, Democratic People’s Republic of Korea. This activity
will include maintenance on the canning equipment as required, completing the re-
maining rods in the water filled basin, and transferring the 750 fuel rods stored in
a dry pit adjacent to the water-filled basin into the basin with subsequent canning.
International Atomic Energy Agency (IAEA) safeguards seals will be applied by the
TAEA when canning is complete.

In 1998, the U.S. will begin the long-term maintenance of the spent fuel. This will
include activities necessary to maintain the clarity of the spent fuel basin so that
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the fuel canisters and storage racks can be visually inspected, instituting periodic
monitoring and inspections of the fuel within the canisters using remote means
which will ensure continued fuel canister integrity, and maintaining the operability
of the canning and conditioning equipment currently at the site so that any failed
canisters can be replaced in a timely manner.

Question. Review the extent of remaining U.S. activities under the agreement?

Answer. Most other commitments made to the Democratic People’s Republic of
Korea (DPRK) are beyond the scope of the Department of Energy’s currently as-
signed tasks, although, in some cases, specific Department expertise is utilized.

For example, the oil shipments and light water reactor supply agreement are the
responsibility of the Korean Peninsula Energy Development Organization (KEDO),
although the Department has supplied some technical support. Monitoring the shut-
down of the various nuclear facilities is being performed by the International Atomic
Energy Agency. Eventually many of the currently frozen facilities will be decommis-
sioned. We hope that the experience being gained by the Department at the Depart-
ment of Energy nuclear complex sites will be of use to that effort.

Fuel disposition.—Under the Agreed Framework, the 8000 fuel rods currently
being canned will “not be reprocessed within the DPRK.” This presumes that the
canisterized fuel will eventually be transported out of the DPRK. DOE has not been
assigned responsibility for assessing various disposition options, but we recommend
that other countries become involved in disposition option studies. Funding such
study is now under consideration through the Korean Peninsula Energy Develop-
ment Organization.

Waste disposition.—While wastes have been and are being generated by on-going
fuel canning, water treatment, and basin cleanup activities, waste disposition is not
the responsibility of the U.S., but rather the responsibility of the DPRK. As waste
material, filters, etc., are generated, they are transported to waste sites by DPRK
technicians.

NONPROLIFERATION AND NATIONAL SECURITY PROGRAM DIRECTION

Question. Program Direction for Nonproliferation and National Security increases
from $88.1 million to $94.9 million, $5.6 million of this increase is for Support Serv-
ice Contracts. How will the $5.6 million increase be spread by activity and what
added value will be realized by the increase?

) Answer. The information on the increase to Support Service Contracts is as fol-
ows:

SUPPORT SERVICE CONTRACTS

[In thousands of dollars]

Fiscal year 1997 Increase/ Fiscal year 1998

appropriations decrease request

Headquarters:
Nonproliferation and Verification Research and De-

velopment 1,601 +200 1,801
Emergency Management 1,225 —71 1,154
Arms Control and Nonproliferation .... 1,077 +923 8,000
Safeguards and Security 5,996 +1,186 7,182
Declassification/classification 9,600 +2,000 11,600
Energy Intelligence ............. 550 +1,315 1,865
Resource Management ...........cocoovvveverercerereienenns 1,200 e 1,200
Total Headquarters 27,249 +5,553 32,802
Nevada Operations Office 525 e 525
Total Support Services Contracts ..........c........ 27,774 +5,553 33,327

Support service contracts are an intricate part of Nonproliferation and National
Security’s program performance. Contract employees offer unique technical skills
not always available in the Federal workforce. Limited Federal staffing continues
to make the program reliant on meeting national security and international require-
ments through use of technical and management support services.

$5.6 million is the requested increase. Of this increase, $1.3 million is required
for the Office of Energy Intelligence which increasingly relies on support service
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contracts as the only viable solution to provide the technical expertise necessary to
meet the requirements of a continually expanding mission. The fiscal year 1998
funding for support service contracts will provide direct support to the Counterintel-
ligence Program, Special Technologies Program, and automatic data processing
(ADP) support. In addition, funding will provide intelligence infrastructure support
such as security, including computer security, and classified document control.

Foreign intelligence services have steadily targeted DOE assets, subjecting them
to increased risk. Counterintelligence briefings are imperative to combating that
trend. The support service contractors provide Intelligence Community reporting, in-
cident reporting, training, counterintelligence database maintenance, indices checks,
risk management, counterintelligence briefings and debriefings.

The Special Technologies Program serves as the gateway for the Intelligence Com-
munity to access the DOE technology base in support of operational requirements
by identifying dual-use technologies and facilitating technology transfers. The sup-
port service contractors serve as technical analysts and technical liaison between
the Intelligence Community and the laboratory research and development commu-
nity. They also maintain the project database, review technical proposals for tech-
nical merit, and coordinate technical interagency meetings.

The Office of Energy Intelligence depends totally on support service contracts to
accommodate its automatic data processing (ADP) needs, which is also compatible
with the spirit of OMB Circular A-76. The only other option available to meet the
Office of Energy Intelligence ADP requirements is to hire federal staff to perform
that function; the general downward trend in Federal staffing renders that option
nonviable.

Intelligence communications support is critical to the Office of Energy Intel-
ligence. Intelligence communications support involves the Secure Energy Analysis
System at Department of Energy Headquarters, which includes dedicated
connectivity to Field Intelligence Elements located at national laboratories and the
Department’s Nevada Operations Office. Support is provided to the Counterintel-
ligence Analytical and Research Data System and for an unclassified local area net-
E’Z)oglfs)linked to the Intelligence Community’s Open Source Information System

The LAN-based Secure Energy Analysis System has servers at headquarters and
a mixture of work stations and server configurations at each of the Field Intel-
ligence Elements. In addition to office applications, this network provides desktop
access to intelligence message traffic, Intelink (the Intelligence Community’s Joint
Worldwide Intelligence Communications System/web-based system for dissemination
of finished intelligence and other products) and unclassified news sources such as
Reuters. Analytical tools available on the Secure Energy Analysis System include
the Energy Intelligence Information System and Pathfinder. Pathfinder is a soft-
ware package that provides intelligence analysts with a user-friendly, automated
means of analyzing, loading, manipulating, and storing large quantities of data from
a variety of sources. The OSIS server and a small number of workstations provides
access to unclassified holdings (databases and electronic publications) maintained by
Intelligence Community agencies and the Community Open Source Program Office
(COSPO); OSIS is a proprietary (password-protected) subnetwork of the Internet,
and the system offers full Internet access to analysts.

Intelligence is often derived from information that is concealed or not intended to
be available for use by the acquirer; as a result, information management and proc-
essing is more innately critical in intelligence than most other programs within the
Department. The support service contracts maintain both hardware and software
and provide the necessary system upgrades. As a member of the Intelligence Com-
munity, the Office of Energy Intelligence must adopt system upgrades on a schedule
with the rest of the Community to remain a viable, productive and effective player.
The loss of intelligence communications support would disable the capability to pro-
vide fast turnaround intelligence to the Department and other U.S. Government pol-
icymakers. Intelligence must be timely or it is useless.

The safeguards and security increase of $1.2 million added value will be to pro-
vide the technical expertise necessary to meet our requirements of Executive Order
12958 on Classified National Security Information, Executive Order 13010 on Criti-
cal Infrastructure Protection, Presidential Decision Directive 39, Atomic Energy Act
of 1954, and departmental safeguards and security policy. Continued erosion of
funding for the safeguards and security support service contract will result in not
being able to keep the domestic national security program operating at a level nec-
essary to ensure adequate oversight and direction of DOE’s nuclear weapons, nu-
clear materials, classified information and facilities.

The $2.0 million increase in declassification support services in fiscal year 1998
will enable the Department to meet Executive Order 12958 annual declassification
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requirements. The decrease in the fiscal year 1997 support services resulted in a
substantial decrease in the number of full-time equivalents conducting reviews in
support of the Executive Order’s annual declassification requirements. As a result,
the fiscal year 1997 annual requirement will be met only by combining the surplus
of pages reviewed in fiscal year 1996 with the actual pages reviewed in fiscal year
1997. The current level of resources, however, will not sustain compliance with the
Order’s requirements in fiscal year 1998. In addition, the increase will provide re-
sources to support the Department’s burgeoning litigation activities. Litigation sup-
port activity resources would otherwise be drawn from the declassification core mis-
sion activities, resulting in non-compliance with statutory and executive order re-
quirements. In January 1997 alone, we expended $1.0 million in contractor support
to conduct classification reviews of documents to comply with a single court order.
During this period of time, all other document reviews were halted.

The $0.9 million increase for the Arms Control and Nonproliferation program re-
flects support services required for priority areas such as assisting Russia, the NIS
and the Baltics in improving security of nuclear weapons; the MPC&A program; es-
tablishing transparent and irreversible nuclear reductions worldwide; and additional
support services for Mutual Reciprocal Inspections and the U.S.-Russia-IAEA Tri-
lateral Initiative.

The $0.2 million increase for the Nonproliferation and Verification Research and
Development program reflects support services to provide chemical/biological/micro-
biological scientific and technical support for Congressionally mandated expansion
of the R&D program to include detection of chemical and biological weapons produc-
tion, transportation, and use. This is essential because there is no current staff ex-
perience in this area.

Question. Why does Salary and Benefits for the Nevada Office increase from
$568,000 to $690,000 with no increase in FTE?

Answer. While there has been no increase in FTE’s at the Nevada Office from fis-
cal year 1997 to fiscal year 1998, the original fiscal year 1997 cost estimates for sal-
ary and benefits for the Nevada Office were underestimated. The fiscal year 1998
request of $690,000 was calculated based on actual salary and benefits costs to date
forf“l fiscal year 1997 as well as the projected year-end costs for fiscal year 1997 and
inflation.

Question. Why does the FTE strength for the individual offices total 415, yet the
bottom line total for FTE’s shows only 4107

Answer. The fiscal year 1998 FTE strength adds to 410. However, I believe you
are speaking to the fiscal year 1997 Current Appropriation column of our budget.
There is a typographical error in the Headquarters FTE subtotal, the number
should read 345 not 340, with the total for fiscal year 1997 being 415 FTE’s.

WORKER AND COMMUNITY TRANSITION

Question. The budget request for Worker and Community Transition increases by
$8.1 million to $65.8 million, a 14 percent increase. Who is eligible for payment
under this program, contractor or federal employees?

Answer. The Worker and Community Transition program provides funding associ-
ated with work force restructuring related to changes in the defense production mis-
sion, primarily involving contractor reductions at sites managed by Defense Pro-
grams. This program also is the only authorized source of funding to assist commu-
nities adversely impacted by reductions in Department of Energy contractor and/or
federal work force.

It is estimated that approximately 1,500 contractor separations will occur during
fiscal year 1998 related to changes in the defense production mission, primarily due
to decisions on strategic stockpile management. Severance and related costs associ-
ated with these reductions are for benefits for contractor employees and are esti-
mated to be $30 million. Approximately $7.5 million is anticipated to be available
to fund other high priority requests in order to mitigate adverse impact on mission
performance. Overall this is an increase of $12.5 million from estimated worker
costs in fiscal year 1997. Community Transition Assistance is forecast to decline
from $32.6 million in fiscal year 1997 to $28.3 million in fiscal year 1998 in light
of smaller overall forecasts for contractor reductions in that year.

WORK FORCE RESTRUCTURING

Question. The budget justification indicates that the Department is considering
“taxing” individual programs in order to increase the amount of funding available
for Worker and Community assistance. What is the status and schedule for imple-
menting those plans, and how much funding will other programs be required to con-
tribute in 1997 or 1998?
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Answer. The Department has consistently funded through the affected program
budgets costs associated with work force reductions not related to changes in the
defense production mission, but resulting from steps to improve operational effi-
ciency or to address changes in funding. These include costs associated with sever-
ance payments provided for under contract, and represent an up-front cost to
achieve greater overall savings through restructuring the work force. These funds
are not provided to the Worker and Community Transition program, but are allo-
cated directly by the affected programs.

Overall it is estimated that program offices will incur approximately $120 million
for such costs in fiscal year 1997. Preliminary estimates are that $40-50 million
may be borne these programs in fiscal year 1998. More precise estimates will de-
pend on future analyses to determine necessary work force changes, and benefits
packages that may be provided.

Question. Provide a list by program, project, or activity of the source of this addi-
tional funding.

Answer. The following estimate is based on currently forecast separations in
major DOE programs factored to an average overall separation cost of $20,000,
which is the Department’s experience to date. The largest portion of other program
costs anticipated for fiscal year 1998 are related to the sale of the Elk Hills Naval
Petroleum Reserve.

[In millions of dollars]

Fiscal year
1997 1998
Environmental management .... 110 18
Other programs 10 24

FORMER WORKERS

Question. The budget includes additional funding to initiate a pilot program at 5
DOE sites for evaluating the health of former workers who may be at significant
risk due to past exposures. Explain the purpose of the pilot program, including why
it is critical to initiate the pilot program in 1998 and how it is different from other
ongoing studies?

Answer. This program is mandated by 42 U.S.C. Sec. 7274i, Program to Monitor
Department of Energy Workers Exposed to Hazardous and Radioactive Substances.
This law directs the Secretary of Energy to develop medical evaluation programs for
current and former DOE workers at significant risk of work-related illness as a re-
sult of exposures to hazardous and radioactive substances while working at DOE
facilities. The pilot program for former DOE workers began in October 1996 at 6
sites.

The purpose of the pilot program is to identify former workers who meet the cri-
teria established by the statute. For many groups of former DOE workers, such as
those employed in the construction trades, information has not previously been com-
piled to indicate how many of these individuals were employed at DOE sites, the
substances to which they were exposed (radiation or hazardous materials) during
their DOE employment, whether job-related exposures were potentially hazardous
to their health, or whether their health has suffered adversely as a consequence of
their work. These 6 pilot efforts seek to define the need and possible scope of any
further medical monitoring that may be warranted among former DOE employees.

This program is different from other existing programs because it is specifically
tailored to former workers who may be at risk. The program was initiated in 1996
after an 18-month effort that involved public meetings with stakeholder groups to
gain input in determining the initial shape of the pilot program. It was clear from
these meetings that more information was needed about exposures and health con-
cerns of former workers before embarking on a potentially large and costly medical
monitoring program. It was the decision of the Department to start with a limited
number of pilots or needs assessments to determine whether, and for whom, a more
extensive medical monitoring program was indicated.

The program is divided in two phases. Phase I is a 1-year needs assessment which
allows outside investigators to identify critical groups of at-risk former workers who
may benefit from medical surveillance. Phase II is predicated on the demonstration
in Phase I of the need for a medical monitoring program. Depending on the size of
the at-risk population, identified in Phase I, Phase II monitoring could take up to
4 years.
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Question. How long will this pilot program take and what is the expected total
cost?

Answer. Six Phase One feasibility studies are now underway and findings are ex-
pected in the fall of 1997. Results from the Phase One studies will be peer-reviewed
by an outside organization to determine if data is sufficient to move into Phase Two
medical monitoring. Up to three additional Phase One studies at different sites may
be added this year. The fiscal year 1998 budget request assumes completion of all
Phase One studies and the initiation of limited medical monitoring for some work-
ers. Until the determinations are made on the Phase One studies, it is difficult to
predict the number of workers who will be monitored or the cost of a medical mon-
itoring program in the outyears.

Question. Provide a funding profile by year through completion.

Answer.

In thousands
Fiscal year:

T996 .o s $2,800

TO9T s 3,500

1998 e s 5,500

T999 s (1)
1TBD.

FUNDING APPROPRIATIONS

Question. What is the rationale for funding the Dose Reconstruction and State
Health Studies in the Non-Defense portion of ES&H?

Answer. In fiscal year 1997, all Health Studies activities were consolidated in the
Office of Environment, Safety and Health Defense (Other Defense Activities) ac-
count. However, following a review of our fiscal year 1998 budget, the Department
shifted $29 million from the EH Defense Appropriation account to the EH Non-De-
fense Appropriation account because of funding caps. To make an efficient and cost-
effective transition, the EH Defense Program Direction account ($10,185,000 in fis-
cal year 1998) was shifted to the EH Non-Defense Program Direction account, there-
by consolidating all EH Program Direction in one account. Because some Health
Studies activities had originally been funded under the Non-Defense Appropriation,
it was logical to incorporate the Health and Human Services Memorandum of Un-
derstanding and the State Health Agreements programs ($18,731,000) back once
again into the EH Non-Defense Appropriation. Thus, this shift of funds helped alle-
viate a funding problem.

Question. Aren’t these activities directly related to previous Defense activities?

Answer. It is true that most activities under the Health and Human Services
Memorandum of Understanding and the State Health Agreement Program take
place at former Defense locations. However, prior to fiscal year 1997, these two pro-
grams, the Health and Human Services Memorandum of Understanding and the
State Health Agreements programs, had been originally funded partially under the
EH Non-Defense Appropriation, and partially under the Defense Environmental
Restoration and Waste Management Appropriation and the Other Defense Activities
Appropriation.

EPIDEMIOLOGIC CENTER FOR STATISTICS AND ANALYSIS

Question. What is the Epidemiologic Center for Statistics and Analysis, where is
it located, and what is the nature of the work which will be funded by the $100,000
being requested for the Center?

Answer. There is a wealth of ES&H data currently collected throughout the De-
partment of Energy. However, DOE’s ability to use these data effectively in identify-
ing and analyzing current and emerging health and safety issues among its
workforce is hampered by the fact that they are maintained in multiple, single pur-
pose data bases that are not linked to each other. The Epidemiologic Center for Sta-
tistics and Analysis is the name of an internal program created within DOE’s Office
of Epidemiologic Studies in fiscal year 1996 to develop methods to put these data
to better analytic use in the prevention of worker illness and injury. The program
is primarily designed to (1) identify and integrate data from throughout EH and
other relevant offices within DOE to ascertain exposures associated with adverse
health outcomes, (2) provide enhanced capability to identify workers at high risk,
(3) provide feedback to sites for reduction or elimination of adverse health impacts,
and (4) provide a capability for the assessment of effectiveness of intervention and
prevention measures.

Question. Why is it essential that the Center be funded in 1998?
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Answer. Over its first two years, drawing strictly upon internal expertise, existing
resources, and focusing on existing ES&H data collecting systems, the program has
developed a data directory, somewhat like a library’s card catalog, which indexes ex-
isting ES&H data sets for use in epidemiologic analyses to address worker health
and safety questions. In fiscal year 1998, through the development of relational soft-
ware and analytical protocols, the program’s value will be tested using a few typical
worker health and safety questions to demonstrate its potential to provide more
timely and comprehensive answers than is currently possible. Such a capability
would enhance EH’s ability for early response to occupational health questions
through preventing and reducing worker risk. Funding for this project in fiscal year
1998 is critical because occupational health and safety data related to DOE’s grow-
ing efforts in environmental restoration and cleanup are becoming available and
early identification of emerging health and safety issues in this area is critical to
ensuring that such information is used in the timely redesign of worker protection
procedures.

Question. Is the $100,000 a one year commitment or does this begin a long term
funding commitment? If a long term commitment, provide a funding profile for the
next 5 years.

Answer. A funding commitment of $100,000 for at least two years (with funding
provided at the same level, for the same nature of work) would allow demonstration
of the feasibility of integrating data from different data collecting systems within
DOE and the opportunities for reducing worker health and safety risk. The success
of planned program efforts will be used to determine whether it is cost-effective to
pursue further system development. The long-term program funding commitment,
beyond the two-year feasibility phase, would be based on the program’s dem-
onstrated success in enhancing the Department’s ability to identify emerging health
and safety problems and reducing costs associated with preventable worker illness
and injury. Because the program utilizes data already collected by DOE, no new
data collection costs will be incurred. Since the program can be expanded on a mod-
ular basis, its expansion can be targeted at high priority occupational health and
safety areas identified as part of program development.

ELECTROMETALLURGICAL PROGRAM

Question. Why is the electrometallurgical program included in the Defense portion
of DOFE’s budget instead of the non-Defense portion?

Answer. Bench-scale experiments involving electrometallurgical treatment and
spent nuclear fuel from some of DOE’s National Security programs have been con-
ducted at the Argonne National Laboratory-East. Congress funded the electro-
metallurgical treatment R&D effort under Atomic Energy Defense Activities in fiscal
year 1996 as part of the Defense Environmental Restoration and Waste Manage-
ment appropriation. Given the experiments on defense-related spent fuel, the De-
partment has decided to request funding for this effort in fiscal year 1998 under
Atomic Energy Defense Activities but as part of the Other Defense Activities appro-
priation.

Question. Aren’t Defense fuels in a form that require little or no processing to
meet storage requirements?

Answer. Methods to certify that acceptance criteria are met for direct disposal of
spent nuclear fuels in a geologic repository are not yet finalized. There are some de-
fense-related fuels that may require treatment prior to their ultimate disposal, and
depending on the results of the demonstration project involving Experimental
Breeder Reactor-II spent fuel, the Department may propose to apply the technology
to a wider array of fuels in the event that treatment proves to be necessary. I under-
stand that, as part of the K-Basins EIS, the Department has decided to proceed
with a process of dewatering and drying the N-Reactor fuel in preparation for dry
storage in the dry storage container building. This does not, however, place the fuel
in a form ready for direct disposal. In any case, no DOE-owned spent nuclear fuels
have yet been accepted or designated as acceptable for direct repository disposal.

Question. Why has the electrometallurgical treatment program been split between
non-Defense ($76 million) and Defense activities ($25 million)?

Answer. The $76 million you refer to will fund fiscal year 1998 termination activi-
ties at the Experimental Breeder Reactor-II (EBR-II) and other facilities at Argonne
National Laboratory-West (ANL-West) in Idaho. Only $25 million of that budget
deals with demonstrating electrometallurgical treatment. The remaining $51 million
is for other termination activities related to placing EBR-II and other facilities at
ANL-West into an industrially and radiologically safe shutdown condition. The dem-
onstration of electrometallurgical treatment of a limited amount of EBR-II spent
fuel is being conducted using the Fuel Conditioning Facility (FCF) at ANL-West.
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Since the demonstration of electrometallurgical treatment is being conducted using
non-Defense related spent fuel, this activity is funded out of the (non-Defense) ter-
mination account.

The $25 million requested under fiscal year 1998 Atomic Energy Defense Activi-
ties is for the Electrometallurgical Treatment R&D experiments at ANL-East in Illi-
nois. These experiments will focus on waste form testing and research, analyses,
and bench-scale or laboratory-scale evaluations of the technology as it might apply
to other DOE defense-related spent fuels. In light of the fact that the experiments
involve defense-related materials and since the program had previously been funded
in a defense-related account, we chose to request funding for Electrometallurgical
Treatment R&D under the Defense Appropriation.

ELECTROMETALLURGICAL R&D ACTIVITIES

Question. What is the completion date for electrometallurgical R&D activities and
how does it compare to previous completion schedules?

Answer. The goal of the Electrometallurgical Treatment R&D effort is to have the
basic process technology developed by the end of 1999. Experiments involving DOE
spent fuels would include laboratory-scale demonstrations of the technology on var-
ious fuel forms and would be completed by the end of 2002. The Department plans
to complete the demonstration project being conducted at the Argonne National Lab-
oratory-West by June 1999, at which point the further use of the process for treat-
ment of the entire EBR-II fuel and blanket inventory can be considered. Technology
development program activities beyond fiscal year 2002 would be limited to tasks
related to characterization and qualification of the high-level wastes produced, to
support their acceptance for repository disposal. This schedule for the completion of
electrometallurgical treatment technology development is the same as those pre-
viously established for this project.

NUCLEAR TECHNOLOGY R&D

Question. What is the expected annual funding profile for Nuclear Technology
R&D for the next 5 years?

Answer. Program funding is currently projected to continue at the $25 million per
year level through fiscal year 1997. Based on the results ofthe EBR-II demonstra-
tion, we will continue to evaluate and adjust future funding requirements to assess
the quality and scope of work performed, technical challenges that remain, and the
magnitude and urgency of the need for program R&D products in managing DOE
spent nuclear fuels.

TMI—2 FUEL FUNDING

Question. Why are experiments and analysis of TMI-2 fuel being proposed for
funding with Defense dollars?

Answer. The experiments and analysis of TMI-2 core debris are part of the basic
technology development efforts that we are conducting under the consolidated
electrometallurgical technology development program at ANL-East. We have re-
quested funding for this program as part of the Other Defense Activities account,
due to the significant potential that the technology holds for treating defense-related
spent nuclear fuels.

SPENT FUEL MANAGEMENT PLANS

Question. Why is $2.850 million being requested to develop spent fuel manage-
ment plans for each of the Central European (former Soviet Union) country?

Answer. Developing spent fuel management plans is only one aspect of the spent
fuel management program. The purpose of the program is to provide technically-
sound, economically viable alternatives to reprocessing for countries with Soviet-de-
signed reactors. Russia continues to have a strong interest in a closed fuel cycle,
including reprocessing of spent fuel, which the United States no longer engages in
for nonproliferation and environmental reasons.

The most viable and cost effective alternative to reprocessing is dry storage of
spent fuel. Russia has made only limited progress in improving the technical safety
case for dry storage of fuel from Soviet-designed reactors. Because of this, we are
working in coordination with the International Atomic Energy Agency on an initia-
tive to resolve spent fuel storage issues for Paks Nuclear Power Plant in Hungary
using test facilities in Russia. These issues include assessing the validity of using
western techniques for analyzing Russian-designed reactors and fuel, and the set-
ting and validation of acceptable spent fuel dry storage temperature criteria. In ad-
dition, the dry-cask storage work that we are doing in Ukraine will feed into the
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resolution of the technical issues. Once these issues are resolved, we believe that
we will be able to transfer appropriate dry-cask storage technology to other coun-
tries of central and eastern Europe with Soviet-designed reactors and growing
spent-fuel problems, such as Armenia, Bulgaria, Czech Republic, Lithuania, and Slo-
vakia.

Additionally, technical issues need to be resolved to permit Russia’s nuclear regu-
latory authority to license the burning of weapons-grade mixed oxide fuel in power
reactors, one of the two options the United States is pursuing for disposition of its
nuclear weapons material. Although related work has been carried out by Russia,
Germany and France, the United States has an interest in working with Russia on
several issues that would allow Russia to follow a parallel path to the United States
in disposing of its weapons material.

FUNDING PROFILE

ng}stion. What is the expected funding profile for this program over the next 5
years?

Answer. As presently envisioned, resolution of the technical issues related to dry
storage of spent fuel—specifically creating a code validation data set, developing dry
storage temperature criteria, and then conducting a dry-storage demonstration—is
likely to take from 1998 through 2003 to complete at a total cost of approximately
$9 million over those five years. We project that resolving the technical issues relat-
ed to burning weapons-grade mixed oxide fuel in Russian power reactors will re-
quire approximately $16 million during that same time.

PROTOTYPE INACTIVATION

Question. What explains the $44.1 million reduction in the Evaluation and Servic-
ing program?

Answer. In 1993, Naval Reactors began inactivation of six shutdown land-based
R&D reactor plants. The inactivation effort includes fuel removal, decontamination
and appropriate remediation and dismantlement work at three sites. The inactiva-
tion plan peaks in fiscal year 1997 and was scheduled to be completed by fiscal year
2002. To date, this work has progressed on schedule with fuel removed from five
plants and numerous buildings and structures demolished. However, due to Depart-
mental funding constraints, the inactivation effort has been scaled back. Naval Re-
actors expects to terminate inactivation efforts for the S3G and D1G test reactor
plants in New York and the S1C plant in Connecticut. In addition, the removal of
fuel from the A1W plant in Idaho could be delayed and selected remediation work
terminated. There will be no adverse environmental consequences from these
changes.

Question. What impact will this reduction have on improving plant operations and
designing new naval reactor cores in the future?

Answer. Inactivation work on the test reactors supports plant operations and de-
sign in two principal ways. First, the knowledge gained in servicing the test reactors
aids in servicing operating Naval plants. For example, the A1W test reactor
defueling is providing important experience in advance of the first-of-a-kind servic-
ing of the NIMITZ Class aircraft carriers.

Second, the examination of cores, materials and components removed from the
test reactors provides valuable data on expected performance and contributes to the
database for future designs. The findings are used to validate detailed predictive
analyses which support the operation of plants with lifetimes spanning three or
more decades. For example, data recently obtained showed unexpected phenomena
requiring additional investigation. The results of the investigation have implications
for the performance and safety analysis methods used to evaluate existing plant de-
signs, such as those in the Trident ballistic missile submarines, and for the design
of plants for new applications, such as the new attack submarine.

The reduction in the Evaluation and Servicing program will impair the ability to
obtain these types of data in a timely manner.

Question. Please explain the following statement from the budget justification:

Full realization of savings is dependent on defueling and long-term inactivation
efforts currently underway, which will leave these facilities in an environmentally
benign state.

Answer. Naval Reactors shut down six of eight land based test reactor plants.
While this allowed a sizeable reduction in operation costs, a liability exists which
must be dealt with responsibly. The costs of addressing this liability must eventu-
a%ly be met along with the $200 billion liability for cleaning up the entire DOE com-
plex.
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QUESTIONS SUBMITTED BY SENATOR BURNS
TRANSPORTATION AND STORAGE OF NUCLEAR WEAPONS

Question. Dr. Reis, could you please explain to me how antiquated nuclear war-
heads, that reside in Montana, are being transported out of the state?

Answer. Nuclear weapons no longer needed for national security are retired. All
retired nuclear weapons are transported from the military bases in specially de-
signed Safe Secure Trailers (SST’s) that have protective and deterrent systems in-
stalled and are accompanied by armed Federal couriers. The SST’s and the couriers
are provided by the DOE. The timing and rate of weapon returns from the Depart-
ment of Defense to the Department of Energy is coordinated between the Depart-
ments.

Qgestion. What are the safety measures that need to be met and are they being
met?

Answer. Weapon shipments require the use of the SST’s, special packaging and
loading configurations, and specific routes and campaign durations. There are a
wide range of safety measures that apply. The transportation configurations are cer-
tified in a manner that ensures the safety and health of DOE workers, the public,
and the environment. The packaging for nuclear weapons cargo is certified to meet
the applicable requirements of 10CFR71 or 49CFR100-178. This certification is sup-
ported by comprehensive transportation risk assessments, and safety analysis re-
ports have been prepared to assess the risk to public safety and the environment
from weapon shipments. These documents are updated every 5 years or earlier if
programmatic requirements change. They systematically describe the transportation
system, including design, operations, and maintenance, and identify and assess haz-
ards associated with normal environments (those environments the weapon is ex-
pected to experience during its stockpile-to-target sequence) and abnormal environ-
ments and accident scenarios and responses. Positive measures, both engineered
features and administrative controls (procedures, personnel training, personnel reli-
ability standards, etc.), are implemented to ensure that the probability is less than
1 in 1,000,000 of a nuclear explosive accident occurring from a traffic accident, ter-
rorist attack, acts of God (lightning, high winds, flood, fire, earthquake, etc.), theft,
human error, and other events. These documents, as well as the SST’s protective
and deterrent systems, courier training, and special packaging and loading configu-
rations, are independently verified for functionality, accuracy, and thoroughness by
a team of DOE and national laboratory experts prior to shipments being authorized.
Over the past 40 years, over 89 million miles have been covered by SST’s without
damage to cargo or a release to the public.

Question. Where are these warheads being sent for storage?

Answer. All retired weapons that are returned to DOE custody are currently
transported to the Pantex Plant in Amarillo, Texas. The Pantex Plant is the Depart-
ment’s primary facility for performing weapon assembly and disassembly operations.
It has undergone the rigorous safety analysis and verification necessary to gain au-
thorization to safeguard and store all types of nuclear weapons. At present, the
Pantex Plant is DOE’s only facility approved for routine weapon storage.

STOCKPILE STEWARDSHIP AND MANAGEMENT PROGRAM

Question. Also, can you give me your assurance that the current Stockpile Stew-
ardship and Management Program fulfills its responsibilities to the American people
guaranteeing the safety and reliability of our present stockpile of nuclear warheads?

Answer. The U.S. nuclear weapon posture has undergone significant changes in
response to the changing world political environment, the U.S. halting of new nu-
clear weapons development, an observed moratorium on nuclear testing, and the ne-
gotiation of a “zero” yield Comprehensive Test Ban Treaty. Nevertheless, President
Clinton directed the Department of Energy (DOE) and Department of Defense
(DOD) to establish a program that ensures the Nation’s nuclear deterrent is main-
tailped and continues to be a safe and reliable cornerstone of U.S. national security
policy.

In response to this directive, DOE developed the Stockpile Stewardship and Man-
agement Plan (SSMP) with the intent of ensuring high confidence in the safety, reli-
ability, and performance of the stockpile without nuclear testing. The primary re-
sponsibility of the SSMP is to describe how Defense Programs (DP) will continue
to ensure high confidence in the nuclear weapons stockpile.

The current SSMP is striving to fulfill its responsibilities. This is a continuous
effort. It will not be quick or easy and will require a competent technical staff sup-
ported by scientific tools and facilities that have been identified as necessary for this
effort. I can assure you DOE will continue to strive to maintain high confidence that
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the U.S. nuclear weapons stockpile will be available to perform as specified in joint
DOE/DOD requirements documents.

DOE and DOD perform an annual certification of the stockpile to ensure the nu-
clear weapons continue to be safe, reliable, and available to perform as required.
The initial certification to the President by the Secretaries of Energy and Defense
was completed on February 7, 1997.

FUNDING FOR MAINTENANCE AND FACILITY UPGRADES

Question. Finally, I have heard various comments by other members of the nu-
clear community that other sections of our weapons and security programs are at
risk or in crises because of the emphasis being placed on the stockpile stewardship
and management program. Can you respond to these concerns? Specifically, Karen
Clegg, the president of the Government Services and Federal Manufacturing and
Technologies, AlliedSignal expressed her concerns that other areas, such as mainte-
nance and upgrading facilities, are being diverted to concentrate more support for
this program.

Answer. As the nuclear weapons complex has been downsized with reduced budg-
ets since the end of the Cold War, it is true that hard trade-offs have resulted in
short-term imbalances between near-term program needs and maintenance and in-
frastructure support at some weapons facilities. This concern has also been voiced
by some facility managers such as Karen Clegg of AlliedSignal. This concern is not
due to “emphasis placed on the stockpile stewardship and management program,”
however. In fact, the development and initial implementation of the stockpile stew-
ardship and management program is resulting in increasing levels of work and cor-
responding budgetary support that will allow this trend in maintenance and infra-
structure funding to be reversed in those portions of the complex needed to support
the Stockpile Stewardship and Management Plan.

DOE continues to monitor the status of facility maintenance at all Defense Pro-
grams sites. Though the overall funding level, as a percent of facility costs, has de-
creased somewhat in recent years, the level associated with key safety and operat-
ing systems remains high. What has not received optimal funding recently has been
the replacement and upgrade of plant infrastructure items, such as major roof re-
placements, utility and power system upgrades, and replacement of older equip-
ment. The replacements and upgrades of this type are receiving added attention
within DOE, and increased funding allocations for these activities are expected in
future years.

QUESTION SUBMITTED BY SENATOR REID
NONPROLIFERATION AND NATIONAL SECURITY PROGRAM DIRECTION

Question. Mr. Baker, your program to reduce the threat from weapons of mass
destruction is a tremendously important job. I know that it covers a broad range
of technical disciplines and responsive actions. It joins political scientists with nu-
clear physicists while executing intelligence analysis as well as operational response
to actual incidents. So I know that this is a complex program with important con-
tributions to our national security posture.

I am nevertheless puzzled by the “Program Direction” line in your fiscal year 1998
Budget. This line reflected about 13.1 percent of the total appropriation for fiscal
year 1997, and it has grown to about 14.2 percent of the total fiscal year 1998 re-
quest. I do not know of any accepted guide that dictates upper limits for “Program
Direction” or management, but a number more like 9 percent or 10 percent would
not be surprising to me.

I am puzzled further by the description of the Program Direction line. Your testi-
mony declares that the funding “will be used to meet requirements for the Declas-
sification Initiative, Safeguards and Security, Arms Control, Research and Develop-
ment, and other nonproliferation activities.” Apart from the Declassification Initia-
tive, all the rest of this list are dealt with already in your program lines.

So I am confused. It sure appears to me that you have had difficulty “program
direction” from “program execution.” And if that is true, then it should be possible
to reduce the “Program Direction” request significantly.

Perhaps you could explain to me and this Committee what is really program di-
rection in that line. If some of that line is not program direction, please try to ex-
plain what it is doing there.

Answer. I will be very happy to explain the content of the program direction line.
First, let me state that all activities contained in this line are program direction-
related. I also believe that what on the surface appears to be a difficulty in separat-
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ing “program direction” from “program execution” is in fact a misunderstanding
arising from the redefinition of the Department’s program direction line. At Con-
gressional direction beginning with the fiscal year 1997 Congressional Budget Re-
quest, the Department’s program direction line has by definition uniformly con-
tained all funding for (1) salary, benefits, and travel for federal employees, (2) Head-
quarters support service contracts (technical assistance and management support),
and (3) other related expenses. This was not the case prior to fiscal year 1997. Prior
to fiscal year 1997, funding associated with these activities often appeared in more
than one line item. As a result of the redefinition, funding which formerly appeared
in non-program direction lines (hence its association with “program execution”) now
appears in the program direction line. The activities associated with the funding
have not changed, only their location within the budget request.

At this time I would like to explain the specifics of the program direction request
for Nonproliferation and National Security and why this funding is critical to the
timely accomplishment of our mission.

The Nonproliferation and National Security federal staff consists of program man-
agers and technical experts who formulate policy, manage programs, and provide
“on the ground” technical expertise. These personnel are composed of policy and
technical experts required to run domestic and international programs and solve
operational problems and issues. In direct contrast to other Departmental program
offices, the Office of Nonproliferation and National Security does not have a large
infrastructure of Federal staff throughout the field structure to perform similar
tasks. In addition to program management, the staff is required to provide analytic
and technical assistance to the Department’s field elements, the U.S. arms control,
intelligence, law enforcement, emergency management communities, and inter-
national arms control and nonproliferation agencies. I would like to emphasize that
these multi-faceted functions are distinctly different from purely program oversight
activities conducted by other Departmental organizations. The following examples il-
lustrate a few of the types of crosscutting operational (vs. oversight) functions per-
formed by the Federal staff:

—In the area of nuclear materials protection, control and accounting, staff pro-
vides direct technical support and policy direction on the ground in Russia and
the Newly Independent States assessing facilities for specific improvements,
and cooperating directly with those states in implementing the recommended
upgrades.

—In the area of domestic safeguards and security, staff provide technical assist-
ance to field elements for the implementation of cost-saving safeguards and se-
curity measures and develop Department-wide strategic and long-range plan-
ning for domestic nuclear safeguards and security.

—In the area of international arms control and nonproliferation, staff provides di-
rect technical support and policy direction on International Atomic Energy
Agency safeguards initiatives, spent fuel canning in North Korea, and mutual
reciprocal inspections on excess fissile materials.

—The Office of Intelligence staff is devoted to providing direct intelligence support
to policy officials at the Department and other policy agencies, as well as rep-
resenting the Department within the Intelligence Community.

—The Office of Research and Development technical staff manage the broad-
based, nationally important R&D program formulating the technical content of
the program to satisfy Departmental and interagency operational requirements
and directing the National Laboratories’ execution of development programs.

—The Office of Emergency Management staff provides technical assistance to field
elements for the implementation of a cost-effective emergency management pro-
gram and provides trained technical staff to respond to the Headquarters Emer-
gency Operations Center upon declaration of an emergency and to provide these
experts to other Federal, state, and local government agencies in support of
emergency declarations.

If the Department of Energy does not receive the requested amount for salaries,
benefits, and travel for the federal staff, it will be forced to reduce its current on-
board strength. If such an adverse action were to occur, the Department would be
forced to revert back to its former role of merely providing paper studies on reducing
the global danger posed by weapons of mass destruction rather than its present role
of providing “on the ground” expert analytic and technical solutions to such prob-
lems.

Equally critical to the accomplishment of the mission is the cadre of personnel
provided by Headquarters support service contracts. This expertise is funded by the
program direction line. Previously, funding for these personnel was contained in
program activity or “execution”. The functions are not new, only the location of the
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funding request within the budget. These personnel complement the Federal staff
and the National Laboratory personnel on assignment to Headquarters.

Approximately one-third of the on-site Headquarters support service contractors
perform duties associated with the declassification/openness initiative. On-site con-
tractor support is equally critical to meeting mission obligations in the intelligence,
arms control and nonproliferation, and law enforcement communities which are
largely centered in the Washington, D.C. area. For example, support to policy-
makers on a growing array of technical nuclear issues requires real-time answers
that can only be provided if resources are positioned locally. Moreover, our impact
in the arms control, nonproliferation, and intelligence communities is greatly en-
hanced by the local availability of the best technical experts who can participate in
the on-going dialogue among intergovernmental analysts on policy-relevant assess-
ments such as National Intelligence Estimates, arms control and treaty negotia-
tions, and technical assessments for planning and execution of research and devel-
opment of technologies and systems for treaty monitoring and proliferation detec-
tion. The on-site technical support service contractors offer a cost-effective com-
plement to the limited number of National Laboratory employees who perform simi-
lar functions in support of the Federal staff. In addition to the on-site technical per-
sonnel, the Office of Nonproliferation and National Security depends totally on sup-
port service contracts to accommodate its automatic data processing needs and se-
cure intelligence communications support.

The on-site technical support contractor personnel staff are critical to the success-
ful and timely accomplishment of our varied mission. The only option available to
meet our needs would be additional Federal staff and/or additional National Labora-
tory personnel at Headquarters, neither is as cost-effective as the present policy of
using support service contractors. In addition, the use of on-site technical support
service contractor personnel allows us to change the skill mix on a more timely basis
to respond to new challenges with the appropriate technical expertise. This is not
possible with the Federal staff (whose retraining is both expensive and time con-
suming) and less cost-effective with the National Laboratory personnel. Our policy
for the National Laboratory personnel assigned to Headquarters is to use them for
longer-term research projects and use the on-site support service contractors to
maintain the necessary skill mix.

The final element of our program direction request is funding for other related
expenses required for maintaining our Headquarters operations. These expenses in-
clude rent for Headquarters space, utilities, general printing, graphics, copying, sup-
plies, telephones, general automation support, postage, and other miscellaneous ex-
penses associated with office operations. These expenses constitute our portion of
the Department’s Working Capital Fund. These services were previously funded
from the Departmental Administration budget line item. Beginning with the fiscal
year 1997 budget the Department transferred these activities and the responsibility
for funding to the respective program offices.

In summary, the program direction request is critical if the Department is to con-
tinue its role of providing “on the ground” operational technical assistance and time-
ly expert counsel to policymakers throughout the arms control, nonproliferation, in-
telligence, and law enforcement communities. Without the full funding request, the
Department will be required to revert to its former role of providing paper studies
on the critical national security issues and problems confronting the nation.

QUESTIONS SUBMITTED BY SENATOR CRAIG
CONSEQUENCES OF REDUCING PROTOTYPE INACTIVATION WORK

Question. The Naval Reactors Program is in the process of shutting down six
land-based prototype plants. One of these is the AIW-A plant at the Naval Reactors
Facility in Idaho.

The multi-year inactivation of these shut-down plants began in 1993 and is half-
way complete. To support the timely completion of this effort, fiscal year 1998 needs
were estimated to be approximately $90 million.

The fiscal year 1998 budget requests only half this amount and fails to fund the
full scope of planned inactivation.

Experienced crews are in place to complete this work. This funding reduction will
abruptly terminate their activities. DOE cannot be assured these experienced work-
ers will be available to complete this work some years from now, when resources
do allow its continuance.
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Please explain why DOE proposes to allow funding interruptions to increase the
overall cost of this work, rather than continuing the inactivation of the shutdown
reactors to its timely conclusion.

Answer. The original schedule for inactivation of Naval Reactors six shutdown
test reactor plants called for work to begin in 1993 and be completed in ten years.
This plan, predicated on leaving the shutdown plants in the optimal environ-
mentally benign status, took advantage of trained workers and a logical work se-
quence of moving from plant to plant. To date, the work has progressed on schedule,
with fuel removed from five of the seven reactors in these plants and numerous
buildings and structures demolished.

However, for fiscal year 1998 overall Departmental funding constraints reduced
funding available to the Office of Naval Reactors. Priority for available Naval Reac-
tors funding was given to supporting the numerous operating reactors and meeting
the Navy’s need for a reactor plant for the New Attack Submarine, the key to sus-
taining the submarine industrial base and future force level. As a consequence, the
prototype inactivation effort, though important, was scaled back. The resultant im-
pact will be to put the shutdown plants in a safe, but not optimal condition, defer
related remedial work, and potentially delay the defueling of one plant. The deferred
work is important and eventually must be done.

QUESTIONS SUBMITTED BY SENATOR DORGAN
CHEMICAL AND BIOLOGICAL WEAPONS NONPROLIFERATION PROGRAM

Question. On page 4 of your prepared statement, you describe the Department of
Energy’s new Chemical and Biological Nonproliferation Program, which has been
developing technologies to detect poison gases. As I recall, the proper detection of
chemical weapons was a major issue during the Gulf War. At the time, I believe
our military personnel lost confidence in their ability to detect chemical weapons.
We are all now wondering whether the alarms that then seemed false might not
have actually been accurate. In your view, what aspects of our current chemical
weapons detection capability need to be improved?

Answer. During the Gulf War false alarms related to detection of chemical agents
were a major problem. Because of the high false alarm rate, our forces lost con-
fidence in their ability to detect chemical agents on the battlefield, and in some
cases the detectors were reportedly shut off.

While the hand-held Chemical Agent Monitor (CAM) has many positive features,
it does not have sufficient resolution to reliably distinguish between environmental
chemical contaminants and chemical weapons agents, as was the case in the Gulf
War. While changes are being made to improve the CAM performance, only limited
improvements are possible. In order to enhance chemical weapons detection capabil-
ity, detectors based on new technology must be developed. Thorough testing in ac-
tual or near-actual environments must be done to measure background signals and
establish performance. The Department of Defense and the Department of Energy
are working on alternate technologies that will provide high sensitivities with mini-
mal false positives.

Question. How are you working to improve them?

Answer. The major goal of DOE’s chemical agent detection program is the signifi-
cant reduction or elimination of false alarm rates. These false alarms include both
the failure to detect a real agent (false negatives) and the indication that an agent
is present when it is not (false positives). Our objective is to develop a miniaturized,
autonomous, hand-held multi-agent detector that can detect both chemical agents
and toxins.

Question. Could you describe in general terms the technologies you are develop-
ing?

Answer. The Department of Energy’s approach includes three key elements to re-
duce false alarm rates. The first is the development of a detector “front end” which
cleans up and concentrates the sample. This step is followed by micro-separation
techniques that separate the sample into its component parts in preparation for
analysis. Finally, the heart of the detector is a series of miniaturized arrays which
use different measurement and identification techniques to perform multiple inde-
pendent analyses to identify agents. The combination of independent means of iden-
tifying agents provides redundancy that significantly increases specificity and leads
to extremely low false alarm rates. The detector is designed to be autonomous,
hand-held and provide real time identification of the full range of chemical weapons
agents and biotoxins. Within the current budget constraints, a proof-of-concept unit
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will be demonstrated in three years followed by completion of a prototype field unit
in the fifth year of the program.

NUCLEAR TEST DETECTION

Question. Also on page 4 of your prepared statement, you discuss some of the
technologies that the Department is developing in order to detect the test of a nu-
clear weapon, whether under water, in the atmosphere, or underground. The De-
partment’s capabilities in this area will become increasingly important as the Sen-
ate considers the Comprehensive Test Ban Treaty.

Your list of technologies includes seismic, radionuclide, hydroacoustic, and
infrasound. I'm familiar with the notion of seismic detection—a bomb going off un-
derground creates a small earthquake, which can be detected. What are the con-
cepts behind these other technologies?

Answer. The seismic signal from a nuclear explosion is similar to a seismic signal
from an earthquake in that the energy released passes through the earth as energy
waves that can be detected at various distances from the source by seismometers.
Hydroacoustic and infrasound detection technologies are very similar to seismic de-
tection technology, since they also detect energy waves. Hydroacoustic waves are ba-
sically sound waves which travel through water, detected with instruments similar
to sonar, and infrasonic waves are low frequency sound waves which travel through
the air and are detected with microphones. The principle for each of these tech-
nologies is essentially the same, but the energy waves travel through each medium
(air, water, earth) at unique frequencies, and therefore require instrumentation tai-
lored to each detection frequency.

Radiation detection technology is quite different from the other three Comprehen-
sive Test Ban Treaty monitoring technologies, since what is measured is radiation
from decay of radioactive atoms from the actual nuclear explosion carried through
the air either on particles or as a radioactive gas. The detection technology devel-
oped by the Department of Energy for the special monitoring application under the
Comprehensive Test Ban Treaty uses commercially available components of stand-
ard radiation detection equipment (e.g., high purity germanium radiation detectors).
However, because of an engineering breakthrough, the equipment achieves a com-
bination of automation and high sensitivity, such that only annual maintenance is
required and only 80 units will provide coverage of the entire earth. The Depart-
ment is delivering bid-model prototypes to the Air Force of the two types of detec-
tors that have been agreed to in the treaty protocol, a particulate analyzer and a
gaseous xenon analyzer. Through Air Force procurement the technology will be
made commercially available, so that all countries can buy the technology and the
global network can be standardized and serviced uniformly.

For more detailed information, we have enclosed a copy of our Comprehensive
Test Ban Treaty Research and Development 1995 Progress Report.

[CLERK’S NOTE.—The publication Comprehensive Test Ban Treaty Research and
Development 1995 Progress Report can be found on the World Wide Web home page
at http://www.ctbt.rnd.doe.gov/.]

SUBCRITICAL EXPERIMENTS AT THE NEVADA TEST SITE

Question. I understand that the Administration has scheduled 6 “subcritical” nu-
clear weapons experiments to be conducted underground at the Nevada Test Site.
These tests do not technically violate the terms of the Comprehensive Test Ban
Treaty that the United States and other countries signed in September 1996. How-
ever, the tests may give rise to concerns abroad that the United States is still inter-
ested in developing new nuclear weapons. What is a subcritical experiment?

Answer. There are two subcritical experiments planned by the Department to be
conducted at the Nevada Test Site for fiscal year 1997. These are scientific experi-
ments to obtain technical information needed for stockpile stewardship. They will
involve high explosives and nuclear weapon materials, such as plutonium. The high
explosive will be detonated to create high pressures similar to those in the early non
nuclear stages of a nuclear weapon. Data will be obtained on the behavior of nuclear
weapon materials. The configuration and quantities of nuclear materials will be
such that nuclear criticality will not be reached. This means that there will be no
self-sustaining nuclear chain reaction in the experimental assembly. Data from such
experiments is needed as input to the advanced computer analyses that the Depart-
ment plans to use to certify the performance and safety of the nation’s nuclear
weapons stockpile in lieu of conducting nuclear tests. The President has stated that
the safety and reliability of our current stockpile will be maintained.

Question. What is its purpose?
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Answer. The primary objective of the first planned subcritical experiment is to ob-
tain data on the equation of state of plutonium (the mathematical relationship
among pressure, density, and temperature for this material) under several levels of
high pressure. The second planned subcritical experiment is directed at obtaining
data on the surface ejecta behavior of plutonium when it is subjected to a shock
wave from high explosives. This, and similar technical data on aging plutonium and
remanufactured pits, will be obtained through future subcritical experiments. Such
data are needed as input to the advanced computer analyses that the Department
plans to use to certify the performance and safety of the Nation’s nuclear weapons
stockpile in lieu of conducting nuclear tests.

Question. Has the interagency working group decided when to conduct the first
experiment?

Answer. Interagency discussions have focused on and resolved key policy-related
issues of subcritical experiments, such as transparency. The decision to proceed with
the experiments should be made shortly by the Secretary of Energy in consultation
with the interagency working group.

The Secretary of Energy issued a statement regarding the schedule for subcritical
experiments on April 4, 1997. The statement follows as an update for the record.

STATEMENT OF THE SECRETARY OF ENERGY FEDERICO PENA ON THE SCHEDULE FOR
SUBCRITICAL EXPERIMENTS

At the United Nations last year, as the first world leader to sign the Comprehen-
sive Test Ban Treaty, President Clinton firmly committed the United States to the
pursuit of a world free of nuclear testing, observing that this treaty was the cul-
mination of the work of American Presidents—both Republican and Democrat—over
the past four decades.

When the President made the decision to pursue a zero yield Comprehensive Test
Ban Treaty, he stated that, even in the absence of nuclear testing, we would main-
tain “strategic nuclear forces sufficient to deter any future hostile foreign leadership
from acting against the interests of the United States.” The President also declared
that the maintenance of a safe and reliable nuclear weapons stockpile is a necessary
condition for U.S. entry into a Comprehensive Test Ban Treaty.

Maintenance of a safe and reliable nuclear weapons stockpile is the direct respon-
sibility of the Department of Energy (DOE). To this end, we are announcing today
a schedule for subcritical experiments—an essential component of the Department’s
program for ensuring the safety and reliability of the stockpile. The first in a series
of these experiments is now scheduled for June 1997, with a second similar experi-
ment to follow some time this fall.

Over many decades, a group of distinguished scientists known as the JASON’s
has provided the U.S. Government independent, expert analyses in defense and
arms control issues. At the request of the Department of Energy, the JASON’s con-
ducted a review of the designs of the Department’s first two subcritical experiments.
In a January 1997 letter transmitting this review to Acting Secretary of Energy
Charles Curtis, the JASON’s concluded that “these particular experiments will add
valuable scientific information to our database relevant to the performance of our
nuclear weapons, and that there is no conceivable scenario in which these experi-
ments lead to criticality.” Yesterday, the JASON’s formally released their report.

Subcritical experiments are essential to our commitments to a world free of nu-
clear testing and a reliable nuclear deterrent and are fully consistent with the
CTBT. In addition, these experiments complement other elements of DOE’s Stock-
pile Stewardship and Management program such as the National Ignition Facility
and the Accelerated Strategic Computing Initiative—additional tools which will help
supply the confidence in stockpile safety and reliability the President has required
in order to support the CTBT.

The Comprehensive Test Ban Treaty represents an advancement of peace and se-
curity for the American people. It is a clear demarcation between the Cold War Era
and the post-Cold War world: between a runaway arms race, fear of nuclear pro-
liferation and concern about environmental degradation—and increased stability,
enhanced security and ongoing international cooperation. The Department of Energy
is proud of its contribution toward these important national and international goals.

SUBCRITICAL EXPERIMENTS

Question. Have DOD and DOE evaluated the nonproliferation impact of conduct-
ing a subcritical experiment?

Answer. The United States Government’s commitment to nonproliferation of nu-
clear weapons is a matter of record. The indefinite extension of the Non-Prolifera-
tion Treaty (NPT) in 1995 followed by the President’s signing the Comprehensive
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Test Ban Treaty (CTBT) on September 24, 1996 is clear evidence that non-prolifera-
tion is one or our highest arms control priorities. The nonproliferation implications
of conducting subcritical experiments relate to the perception that such experiments
are a means to circumvent the CTBT. In fact, subcritical experiments are an essen-
tial part of the Stockpile Stewardship and Management Program (SSMP) that is a
key element of the safeguards that the President adopted in order to make a CTBT
possible. Furthermore, subcritical experiments are not and can not be nuclear explo-
sions and are not prohibited by the CTBT. Without nuclear testing, other methods
must be used to ensure the safety, reliability, and security of the enduring stockpile.
Subcritical experiments are an essential component of the experimental and
calculational tools to provide that assurance.

SUBCRITICAL EXPERIMENTS AT THE NEVADA TEST SITE

Question. Have the Departments considered how to demonstrate that the subcriti-
cal experiments are not critical explosions (and therefore violations of the CTBT)?

Answer. The first two planned experiments have been reviewed by technical ex-
perts at the Los Alamos and Lawrence Livermore National Laboratories to assure
they will remain subcritical. Each subsequent experiment will be reviewed in a simi-
lar fashion. In addition, a review of the first two planned experiments has been con-
ducted by the JASON’s, an independent group of technical experts. They concluded
that “* * * there is no conceivable scenario in which these experiments lead to
criticality.” A similar independent review process will be implemented for future
subcritical experiments.

Question. And have the Departments considered whether by conducting the exper-
iment underground they might set a precedent that other nations might emulate,
and that the United States might regret?

Answer. There are several compelling reasons for the United States conducting
these experiments as we have planned. Conducting them in an already existing un-
derground complex in the isolated Nevada Test Site will assure a high degree of
safety for the public and for NTS workers. Conducting the experiments at the NTS
and underground, rather than elsewhere and/or in a reusable above ground chamber
will also minimize the environmental impacts. In addition, the cost to the taxpayer
will be much less than an above ground, reusable chamber that would take many
ye?rs and many tens of millions of dollars to design, build, and certify for adequate
safety.

Presumably, the concern expressed in the Question is that, by conducting these
experiments underground, other Nations might do the same but not adhere to the
“rule of subcriticality” and escape detection. Of course, a great many opportunities
exist for violating a treaty with a “zero” energy release threshold. On the other
hand, because of the relatively small amounts of energy released, experiments of
this type could as easily be hidden in an above ground chamber if there were less
regard for safety, cost, or the environment.

B53 REPLACEMENT

Question. 1 was pleased to learn that the Department of Energy’s weapons man-
agement efforts are now leading to the phasing out of the B53 bomb, among our
oldest nuclear weapons, which only the B-52 bomber can carry.

North Dakotans, who host 36 B-52’s, will be relieved to learn that a safer weap-
on, the B61 bomb, is replacing the 35-year-old B53 bomb. Could you please describe
why the B61’s safety, security, and use control are improvements over the B53’s?

Answer. The B53 bomb will be replaced by B61-11’s. The B61-11 is a safer weap-
on than the B53 because it has modern safety, security, and use control features.
The insensitive high explosive used in the B61-11’s has a much higher resistance
to mechanical and thermal environments (e.g., drops, fire environments) than the
conventional high explosive in the B53’s. The B53 does not have all enhanced nu-
clear detonation safety (ENDS) features of a modern weapon such as the B61-11.
Some ENDS features are strong links, weak links, and lightning arrestor connec-
tors.

SUBCOMMITTEE RECESS

Senator DOMENICI. Thank you very much. It is nice to be with
you all. The subcommittee will stand in recess subject to call.

[Whereupon, at 11:50 a.m., Thursday, March 20, the subcommit-
tee was recessed, to reconvene subject to the call of the Chair.]
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OPENING STATEMENT OF SLADE GORTON

Senator GORTON. The hearing will come to order. We are meeting
today to hear testimony with respect to the Bonneville Power Ad-
ministration and related issues.

First, I would like to thank today’s witnesses for coming to
Washington, DC, to testify at this hearing on the Bonneville Power
Administration. I also want the record to reflect my thanks to Sen-
ator Domenici, the chairman of the subcommittee, for allowing me
to hold this hearing.

We will cover a broad range of subjects related to Bonneville and
its operations in the Pacific Northwest, not necessarily limited to
the fiscal year 1998 budget request. And because the issues related
to Bonneville are so critical to the people of the four Northwest
States and Alaska, I have extended an invitation to Northwest Sen-
ators not on the Appropriations Committee, so that they may have
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an opportunity to participate in today’s hearings. I do not see any
of them here at this point, but we will hope that some of them will
come or that their representatives will be here.

If you pick up a newspaper from any of the Northwest States
today you will probably find a story on an issue related to BPA. Be-
cause Bonneville markets the power from the Federal hydroelectric
dams along the Columbia and Snake River system, it plays a criti-
cal role in our regional economy and the multiple uses of the river
systems. It is because the Columbia and Snake River systems and
its many uses binds together the four Northwest States that any
effort to change the operation of the river system in one State will
most certainly impact neighboring States. As a result, the old say-
ing “we are all in this together” is especially true for the Northwest
congressional delegation when it comes to Bonneville and the Co-
lumbia and Snake River issues.

REGIONAL POWER SYSTEM REVIEW

The four Northwest Governors recognize this fact when they
commissioned a regional review of the Northwest electric power
system. Included in the regional review was a recommendation
that Bonneville’s power marketing and transmission functions be
legally separated. This was the single recommendation from the re-
view to Congress for legislative action. At its core, this rec-
ommendation is critical to the future success of any action on the
part of an individual Northwest State to enact its own retail elec-
tricity competition legislation.

Today, Bonneville markets nearly 10,000 megawatts of power in
the Northwest, and controls well over 50 percent of the region’s
transmission system. Bonneville’s high fixed costs and a competi-
tive wholesale electric power market make it difficult for Bonne-
ville, for the first time in its history, to compete in the region with
other lower-cost providers of electricity. As a result, the temptation
exists for Bonneville to use its transmission system to assist its
ability to market power in the region in order to cover its cost. In
an effort to avoid this temptation, Bonneville has administratively
separated its marketing and transmission functions. This is a good
first step.

Today, we will hear from Administrator Hardy on just how far
he can take this administrative separation, and at what point the
law ties his hands from going further. At that point it is up to the
Northwest delegation to work together to address the critical issues
related to creating an open transmission system. I look forward to
this discussion and to working with my colleagues after this hear-
ing to build consensus on this important issue.

FISH AND WILDLIFE PROGRAMS

Finally, last year, after listening closely to the concerns of my
constituents, I offered an amendment to the Northwest Power Act
as an amendment to last year’s Energy and Water appropriations
bill that created accountability in the process by which over $100
million in annual Bonneville ratepayer funds are spent on fish and
wildlife programs. I believe that accountability in Federal efforts to
protect fish and wildlife populations is an essential part of restor-
ing fish runs, but it is also important to restoring ratepayer con-
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fidence. Simply put, Bonneville ratepayers want to know that their
hard-earned dollars are being spent wisely, and not just going
down the drain.

My amendment on accountability put us on the right track, but
there is still ample opportunity to do more. Our goal must be a
greater role for the region in the fish and wildlife decisionmaking
process, and greater accountability in the expenditure of these lim-
ited dollars. With these thoughts in mind, I look forward to the tes-
timony of our witnesses.

And I am now joined not by a Senator from one of the four States
to which I put out special invitations, but to another member of the
Appropriations Committee, my good friend Bob Bennett from Utah,
whose thoughtfulness and wisdom on all of these issues is particu-
larly welcome.

Bob, if you have anything you would like to say before we get
started, we would be delighted to hear them.

STATEMENT OF ROBERT F. BENNETT

Senator BENNETT. I am delighted to come and hear the kind
words, but I have nothing further to add to your opening state-
ment. I will just listen with interest.

Senator GORTON. Now, I understand, Mr. Hardy, you have a
statement and General Griffin has a statement. Mr. Keys is here
to answer questions, but does not have a formal statement, is that
correct?

Mr. HARDY. That is correct.

Senator GORTON. All right, Randy, have at it.

STATEMENT OF RANDALL HARDY

Mr. HARDY. Thank you, Mr. Chairman, and thank you for the in-
vitation for this year’s Senate Appropriations Committee hearing.
For the last 3 to 4 years, Bonneville has been facing the challenges
of a very dynamic and rapidly changing electric utility industry.
We have seen a price progression that goes something like this: In
the late 1980’s the avoided cost of new generation, which was the
competitive benchmark that we were measuring our power against
was some 5 cents a kilowatt hour. In 1992, when the Energy Policy
Act passed, the avoided cost of new generation was a new gas fired
combustion turbine at about 3.5 cents a kilowatt hour. And today,
the competition is less than 2 cents a kilowatt hour, our wholesale
rate being essentially about 2.2, 2.3 cents a kilowatt hour. That
progression gives you some idea of how dramatically wholesale
prices have fallen in the Northwest, and the competitive challenges
that have faced Bonneville.

This competition or this price drop and the problems that it has
presented for us have been driven by essentially four factors. One
is the opening up of transmission access pursuant to the Energy
Policy Act of 1992; second is record low natural gas prices nation-
wide, but particularly in the west coast area; third is a general sur-
plus of electricity on the west coast; and fourth has been the en-
trance into the marketplace of new marketers and other players
who have marketed quite aggressively, and, in fact, have in many
cases bid below cost to gain market share. While these are chal-
lenges to Bonneville, they have produced undeniable economic ben-
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efits for Northwest consumers, and one would hope that they would
continue.

BPA’S RESPONSE TO COMPETITIVE PRESSURE

Our response to these dramatic changes has been to take a num-
ber of actions, many of them controversial but all of them nec-
essary, to try to cut our costs, increase our revenues, and generally
stabilize our financial situation. Over the last 3 years we have cut
$600 million a year from our budget. We took a budget that in our
fiscal year 1995 budget submission started at about $2.3 billion in
operating costs and net interest expenses and grew to a little over
$3 billion in a 5-year period, and we basically have flat-lined it so
that it is at $2.3 billion and it will stay at $2.3 billion for the next
5 years.

Last year we completed a 1,000-person downsizing of both Bon-
neville employees and full-time contractors. We are now about mid-
way through our second 1,000-person downsizing, to be completed
by fiscal year 1999. By the middle of fiscal year 1999 we will be
an agency of combined Bonneville staff and full-time contractors of
about 3,000 employees. That will contrast with an agency of well
over 5,000 employees in fiscal year 1994. That gives you some idea
of how fast we have come down in staffing.

Thanks to the cooperation of the Northwest congressional delega-
tion and the administration, we have worked out an agreement to
stabilize our fish costs for the next 5 years, at an average expendi-
ture level of something over $400 million a year. We have termi-
nated two nuclear plants. We have reinvented our conservation
programs to take them from being basically grant programs that
were rate-based to fee-for-service programs that have to recover all
of their costs. We have worked out arrangements with investor-
owned utilities in the Northwest to phaseout the residential ex-
change program in ways that minimize the rate impacts on them
and eliminate the competitive pressure on Bonneville.

Again thanks to work from the delegation, we have attained spe-
cial variable separation incentive authority in the fiscal year 1996
appropriations bill that has been a major and helpful tool in
achieving the downsizing numbers that I just described.

And finally, we have renegotiated all of our power sales contracts
which were due to expire in 2001. We renegotiated the last 5 years
of those contracts to allow both direct service industries [DSI] and
our public utility customers a guaranteed amount of diversification,
typically on the order of 15 to 20 percent, in exchange for a take
or pay type obligation for the remaining 80 or 85 percent of that
load. This has helped to stabilize Bonneville revenues, while still
allowing our customers some access to the market. As a result of
these actions, on October 1 of last year we instituted a 5-year rate
that represented a 15-percent rate decrease from our previous rate.
Our basic public utility rate went from 27 mills down to 24.5 mills,
and our rate for high load factor customers, like DSI customers,
went from 26 mills to 22.5 mills.

What all these actions have done is basically buy time. We are
not out of the financial woods yet, but we have 2 to 3 years, 1
think, to fashion the longer-term solutions. We have spent the last
year with the Governor’s regional review panel obtaining an excel-
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lent set of recommendations that I think provide a good point of
departure for restructuring Bonneville in this Northwest electric
utility environment. We can, I think, proceed now to implement
those recommendations or variants of those, and look to other ac-
tivity here, in the Congress, as well, and hopefully with adminis-
tration support.

FUTURE CHALLENGES

Our real challenges now are in the post-2001 period. They center
around implementing the regional review recommendations. Now,
I should make clear that the administration is looking at the rec-
ommendations, but has not yet adopted any formal position on
them. It is my hope that we can work with key members of the ad-
ministration, both in the Department of Energy and elsewhere, and
with both House and Senate staffs, the Northwest delegation, and
the Governor’s representative, to formulate a similar package of
consensus recommendations, both administrative and legislative,
that will address our issues in the post-2001 period.

FOCUS OF REGIONAL REVIEW

The regional review recommendations center on essentially two
things. The first is devising a subscription process to allocate out
our power, at cost, for the long term in the post-2001 period. If it
can be executed, this should allow Northwest customers to continue
to enjoy cost-based rates, but should also provide financial stability
for Bonneville, protect the taxpayer investment in the Federal
hydro facilities and transmission facilities, and yet also eliminate
the kind of competitive threat that we may pose to investor-owned
companies if we were a so-called aggressive marketer in this role.
The goal of the regional review is to find a niche for us as a long-
term allocator at cost that not only protects the Treasury and se-
cures our revenues, but also represents the best balance between
simply abolishing the Bonneville marketing function and having us
be some sort of a full-scale marketer ala Enron or somebody else,
both of which are not particularly attractive roles. Key in this set
of issues that needs to be resolved for the subscription process to
be successful are some stability and post-2001 fixed costs. I am con-
fident that working with the administration and the delegation we
can be able to successfully address those issues.

The second part of the regional review recommendations have to
do with a recommendation to legislatively separate our marketing
and transmission functions. The basic rationale behind this rec-
ommendation has to do with the fundamental conflict that cur-
rently exists between the Energy Policy Act and the way FERC is
appropriately implementing that law and Bonneville’s organic stat-
utes. The conflict is this: A key premise of the Energy Policy Act
of 1992 is that major transmission owners like Bonneville should
not be able to use their transmission ownership advantage to ma-
nipulate their transmission business to advantage their power
business and disadvantage the power businesses of their competi-
tors, this is fundamental to have a competitive, level playing field
at the wholesale level.

The problem this presents is such that when the decisions rel-
ative to this issue gets into my office, all Bonneville’s organic stat-
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utes were written at a time when you have a single vertically inte-
grated utility with a single administrator who has a number of ob-
ligations, principle among which is thou shalt make one’s Treasury
payment. Every September 30 we write a check of roughly $800
million that pays off the amount of debt, interest, and operating ex-
penses that are due on the dams and the transmission system. We
have made 13 of those payments in a row. We plan on making it
14 this fiscal year, and are confident we can do that.

But the position that leaves you in legally is that if you can ma-
nipulate as administrator—if you need to and you can manipulate
your transmission to advantage your power business and thereby
optimize the chance of you making a Treasury payment, you prob-
ably have a legal obligation to do that. That is so fundamentally
in conflict with the Energy Policy Act that I think it presents clear
political sustainability challenges over time, and hopefully working
with the administration we can get some recognition of that and
proceed to address that, whether it is through full legal separation
or some other mechanism.

ADDITIONAL CHALLENGES

Finally, in the post-2001 period, Bonneville, in addition to imple-
menting the regional review recommendations, is taking actions on
its own. We have a goal of 2 cents in 2000 for our power product.
We are at about 2.25 cents now, so we have to cut our costs by an-
other 10 percent or so, which we are busily engaged in doing. We
think 2 cents in 2000 will make our power product competitive in
most but not all market scenarios. And second, we have a goal of
flat transmission rates for 10 years, so that we are not just shoving
costs onto the transmission system. We need to keep those rates
stable, as well.

The basic problem that we now have is that the actions I have
just described have stabilized us for the next 2 to 4 years, but we
have a problem where literally all of our power contracts expire on
October 1, 2001. On October 1, 2001, 75 percent of our revenues
are up for grabs. We have to take actions now, hopefully pursuant
to the regional review recommendations or some acceptable version
of those, that will mitigate that 2001 cliff problem.

PREPARED STATEMENT

From my perspective, the sooner we can address these issues the
better, whether administratively or legislatively. The closer to the
2001 cliff we get, the less options we have. So the sooner we can
take action, the better equipped we will be to deal with these is-
sues and the more options we will, in fact, have on the table. I am
hopeful, Senator, of counting on your support and the delegation’s
support, as well as the Governors’ and the administration’s sup-
port, in collectively addressing these issues in a unified bipartisan
way to achieve the results that will stabilize Bonneville to enter
into the 2001 period in an appropriate manner.

Thank you very much.

[The statement follows:]
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PREPARED STATEMENT OF RANDALL HARDY

Mr. Chairman and Members of the Subcommittee, I appreciate this opportunity
to come before you to discuss past and anticipated challenges facing Bonneville and
to present an overview of the fiscal year 1998 budget for the Bonneville Power Ad-
ministration.

Bonneville, like the utility industry in general, is amidst a time of great challenge
and change. The Subcommittee’s attention and support continue to be essential as
we work to address the challenges we face in the Northwest. First, I will discuss
the recent market challenges and the actions we have taken to meet those chal-
lenges. Next I will discuss Bonneville’s ongoing activities as we look ahead to the
continuing changes in the industry, and also provide an overview of the fiscal year
1998 budget.

MARKET CHALLENGES

Bonneville is continuing to respond to the substantial challenges from the rapid
changes occurring in the industry. The prices of alternative sources to Bonneville
power have dropped dramatically over the past 15 years due to changes in the util-
ity industry, deregulation of natural gas, and more recently a power surplus on the
West Coast. The resulting increase in competition has brought wholesale market
prices to below Bonneville cost-based rates. As a result, Bonneville has lost load as
customers have sought other sources of power.

In 1993, Bonneville set out to respond to competition in wholesale power markets.
Declining salmon stocks and flings under the Endangered Species Act created addi-
tional upward pressure on costs and reduced hydroelectric production. The Energy
Policy Act of 1992 and subsequent FERC decisions set the stage for increasing com-
petition at wholesale levels. Bonneville was challenged by declining alternative fuel
costs, increasing competition, and growing environmental responsibilities.

MEETING THE MARKET

These forces have converged in such a manner that Bonneville has had to take
steps to reshape Bonneville’s marketing, planning and organization. After extensive
cost cutting, reorganization and downsizing, through the use of voluntary separation
incentive authority provided by the Congress and this subcommittee, Bonneville ini-
tiated a 13 percent rate reduction for its preference customers for the 5 year period
through fiscal year 2001.

To achieve the rate reduction, Bonneville produced new, unbundled products and
negotiated power sales contracts with its Northwest preference customers and ten
direct service industries. The new contracts provide a high degree of assurance that
Bonneville can cover its costs through fiscal year 2001 while enabling customers
that wanted to diversify suppliers to do so. A higher proportion of contracts is now
take-or-pay, reducing the risk of underrecovery of costs. This ability to stabilize our
customer load will provide Bonneville with additional time to meet anticipated fu-
ture changes in the electric power industry and help assure our ability to meet Bon-
neville’s Treasury payment obligations. Our goal has been to simultaneously become
price competitive on a long term basis, to bring enough stability to costs and reve-
nues to retain customers, and to revise resource and marketing programs to reflect
major changes in the agency’s resource base and environmental obligations.

As part of its drive to remain competitive, Bonneville has continued to implement
stringent budget and FTE reductions. Three major cost cutting efforts since early
1995 have produced total reductions averaging $600 million per year relative to the
fiscal year 1995 Congressional budget.

Congress and the Administration have helped immensely by stabilizing and pro-
viding some certainty as to Bonneville’s contribution to Northwest fish and wildlife
restoration and mitigation. Bonneville, through an agreement with the Administra-
tion, has been able to stabilize fish and wildlife costs through fiscal year 2001. Prior
to the agreement, fish and wildlife costs had been steadily increasing. Under the
agreement, Bonneville will spend an average of $252 million each year for fish and
wildlife costs, plus hydro operations called for under the 1995 Biological Opinions
of the National Marine Fisheries Service and the U.S. Fish and Wildlife Service.
These hydro operations costs for fish are expected to range from $90 to $280 million
per year depending on water conditions. One of the elements of the Administration
agreement was the establishment of a Bonneville Fish Cost Contingency Fund con-
sisting of credits to be used by Bonneville against fish and wildlife costs under cer-
tain conditions. Bonneville has certified to the Treasury, without objection, that the
amount of available, unused credits is $325.2 million.



116

Bonneville has, in addition to these cost management efforts, reinvented its con-
servation program. Bonneville is transitioning from centralized, Bonneville-funded
programs. Bonneville is now moving to new customer-driven approaches with a
focus on market transformation activities. Cost effective energy efficiency services
are being developed to meet the needs of our customers and to create business op-
portunities for the private sector in the Pacific Northwest.

Congress, in the Energy and Water Development Appropriations Act of 1996, pro-
vided Bonneville with additional flexibility to market excess federal power and thus
increase revenues and improve its competitive position. The authority allows Bonne-
ville to sell “Excess Federal Power” both in and out of the Pacific Northwest without
the restrictions that would apply in the absence of this legislation. Excess Federal
Power is federal power that is made surplus to the needs of Bonneville’s customers
in the Region as a result of the reduction in firm purchases by regional customers
or by operating the hydrosystem for the benefit of fish and wildlife.

The 1996 Appropriations Act also provided the Bonneville Administrator with au-
thority to offer employees voluntary separation incentives, or VSI’s, not to exceed
$25,000, through the year 2000. This VSI authority provided the Administrator with
additional flexibility to control costs and restructure Bonneville to meet competitive
conditions.

The Congress also enacted language to maintain the residential exchange pro-
gram through fiscal year 1997 while providing Conference Report language stating
that, consistent with the Regional Review, Bonneville and its customers should work
together to gradually phase out the residential exchange by October 1, 2001. To
date, we have reached phase-out agreements with all publicly-owned utilities that
have participated in the exchange program. In January, 1997, we reached a phase-
out agreement with one investor-owned utility and we are currently in the process
of finalizing a phase-out agreement with another.

Bonneville has, through implementation of these measures been able to reduce its
rates and hold them level through fiscal year 2001. These efforts reflect a continuing
effort on the part of Bonneville to reduce costs to assure competitive electric rates,
thereby protecting the investment of the Federal taxpayer in the Federal hydro-
electric system in the Pacific Northwest and to better ensure our ability to deliver
public benefits to the region.

LOOKING TOWARD THE FUTURE

Beyond 2001, the market is expected to continue to be highly competitive and dy-
namic. Bonneville will need to be able to meet the market and be competitive.

Fish costs remain uncertain after 2001 when the fish agreement ends. Steps will
have to be taken to continue to manage these costs in an environment that will con-
tinue to be competitive and dynamic.

Bonneville was able to negotiate take or pay power sales contracts with many of
its public preference and direct service industrial customers. These contracts en-
abled Bonneville to stabilize its revenues through fiscal year 2001 while providing
some load diversity desired by our customers. We were able to do this because we
cut our costs and reduced our rates to remain competitive.

These contractual commitments have provided the time needed by the region, the
Administration, and the Congress to review and take appropriate actions to assist
Bonneville to meet continuing market challenges. We must understand that while
we do have some time to address these challenges, after fiscal year 2001 over 75
percent of Bonneville load will become available to the competitive marketplace as
power sales contrasts expires.

Prior to fiscal year 2002, Bonneville will need a successful power sales process in
conjunction with continued cost management and operational efficiencies in order to
maintain a commercially successful business with stable revenues and a strong abil-
ity to meet its Treasury payment obligations. Bonneville is working aggressively to
control costs and achieve our target of wholesale electric power rates of 2 cents and
flat transmission rates in the year 2000.

The combination of scheduled reductions in Bonneville sales to its Northwest cus-
tomers, pressures to reduce its costs, electricity restructuring issues, and fish and
wildlife mitigation issues make the next five years critical for Bonneville. Decisions
about Bonneville power and transmission will impact the Pacific Northwest econ-
omy, funding for environmental protection, and repayment of the Federal invest-
ment.

COMPREHENSIVE REVIEW OF THE NORTHWEST ENERGY SYSTEM

The Northwest governors, in response to the many changes and challenges facing
the Northwest, initiated a year-long Comprehensive Review of the Northwest En-
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ergy System. This Regional Review served as a forum for discussion about the re-
structuring of the electric utility industry and what it will mean to the Pacific
Northwest.

A final report was released in December 1996. The report included recommenda-
tions to: legally separate Bonneville into power marketing and transmission agen-
cies; create a FERC-regulated independent grid operator that would include trans-
mission facilities owned by Bonneville; sell federal power by subscription in tiers of
eligibility for terms of 5 to 20 years; allow Bonneville to be free to charge a market
price for its power to the extent regional entities do not either purchase power on
a long-term basis or pay option fees; continue public and regional preference for fed-
eral power; allocate to Treasury some share of savings when Bonneville power is
below market; invest approximately $210 million in public benefits; defer to state
and local levels the determination of how to collect money for public benefits; allow
retail customers to choose their own electricity supplier by July 1999; leave imple-
mentation of customer choice at the retail level to the states, and ask the governors
to initiate discussions to resolve river governance issues.

To ensure public accountability, regional acceptance and prompt implementation,
the governors appointed a transition board that will remain in place until the rec-
ommendations of the Review are implemented, or until the year 2001, whichever is
sooner. The board has prepared a strategic plan which was submitted to the gov-
ernors in February, 1997. The strategic plan includes recommendations for imple-
menting the Regional Review’s report.

Bonneville is working with the governors’ representatives, the Northwest delega-
tion, and the Administration to assess the feasibility of implementing these rec-
ommendations. The Administration is currently in the process of reviewing the rec-
ommendations.

BONNEVILLE TREASURY PAYMENTS

As a fundamental aspect of Bonneville’s efforts to remain competitive, Bonneville
takes seriously this Committee’s direction that Bonneville make its planned pay-
ments to the U.S. Treasury in full and on time. I am pleased to report that last
year we made our annual payment to the Treasury of more than $800 million on
time and in full. This is the thirteenth consecutive year that Bonneville has made
its payments on time and in full. Bonneville’s ability to make the Treasury payment
was ensured, in part, by implementation of stringent cost cutting measures and sta-
bilization of Bonneville’s fish and wildlife costs through the Administration’s agree-
ment. In spite of the challenges we continue to face, Bonneville anticipates being
able to make its fiscal year 1997 Treasury payment of $791 million in full and on
time.

Since 1937, when it was created, through fiscal year 1996, Bonneville has re-
turned $13.3 billion to the U.S. Treasury in interest, amortization, and operations
and maintenance of the Federal facilities of the Federal Columbia River Power Sys-
tem. During fiscal year 1997, we anticipate paying $791 million to the Treasury, of
which $205 million will be applied to repayment of the principal on debt, $454 mil-
lion will be interest, and the balance of $132 million will reimburse the Treasury
for appropriations provided to the Army Corps of Engineers and the Bureau of Rec-
lamation for the power portion of annual hydroelectric facilities operation and main-
tenance expenses and Bureau of Reclamation irrigation assistance. Starting in fiscal
year 1997, with $41 million, Bonneville will directly fund the power portion of Bu-
reau of Reclamation power operations and maintenance expenses.

FISCAL YEAR 1998 BUDGET OVERVIEW

Bonneville’s fiscal year 1998 budget has been prepared on the basis of its three
major areas of activity; power, transmission, and conservation and energy efficiency
services. This new structure supports Bonneville’s reorganization undertaken to be-
come more competitive in the rapid restructuring of the deregulated wholesale elec-
tric energy market, and evidences its commitment to implement FERC’s functional
separation and standards of conduct requirements.

This budget incorporates and reflects Bonneville’s continuing efforts since the fis-
cal year 1995 Congressional budget submission to cut costs, increase efficiencies, re-
align its operations, and remain competitive. The budget is consistent with the rate
decisions made by the Administrator in July 1996, and approved on an interim basis
by the Federal Energy Regulatory Commission in September 1996. The budget also
reflects Bonneville’s effort to extend the use of its total borrowing authority of $3.75
billion. Under this budget, the total borrowing authority limit is not expected to be
reached until after fiscal year 2001.
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Since its activities are funded by sales of power, transmission, energy efficiency
services, and proceeds of bond sales to the Treasury, Bonneville does not request
or receive annual appropriations. Bonneville’s fiscal year 1998 budget estimates
total obligations of $3,239 million and capital transfers/debt reduction of $228 mil-
lion. Total obligations include $2,986 million in operating expense obligations and
$253 million in capital obligations.

The following table provides detail for fiscal years 1996 through 1998:

[In millions of dollars]

Fiscal year

1996 actuals 1997 estimates 1998 estimates

Capital investments:

Power business line 25 20 13

Transmission services .. 115 175 171

Conservation and energy efficiency! ... (17) 47 33

Fish and wildlife ....... . 31 27 27

Capital equipment .......cooooviveieieieieeee 7 8 9

Subtotal capital investments .........cccccovenee. 161 277 253
Borrowing authority:

To finance capital obligations 161 271 253

To finance other obligations2 ... (87) (86) (66)

Total borrowing authority .........ccccccoevveveeenne 74 191 187

Total operating expenses 2,902 31,989 452986

Capital transfers 268 205 228

Bonneville total ........cccooeveiiicieieieieie 3,244 2,384 3,401

LIn conjunction with the termination of various conservation programs and changes in project workplans, Bonneville
has deobligated several conservation projects resuming in a negative obligation balance in fiscal year 1996. During fiscal
year 1996, about $39 million was obligated and about $56 million was deobligated resuming in a net balance of $17
million.

2Borrowing authority to finance other obligations represents the use of or the building up of deferred borrowing.

3Fiscal year 1997 Expensed Obligations reflect Energy and Water Development Appropriations Act, Public Law 10446,
which establishes residential exchange costs at $145 million. All other fiscal years reflect gross exchange costs that are
partially offset by exchange revenues.

4 Starting in fiscal year 1998, Bonneville's budget assumes that Bonneville will begin to cover the full unfunded liabil-
ity of the Civil Service Retirement System and Post-Retirement benefits of both Civil Service and Federal employees. Cost
recovery is assumed to be phased in over a ten-year period of time given that wholesale power and transmission rates
for Bonneville are contractually frozen until the end of fiscal year 2001 in order to meet competitive market pressures.
The fiscal year 1998 amount is $2.2 million.

5The fiscal year 1998 budget estimates that Bonneville will receive a $60 million 4(h)(10)(C) credit against its Treas-
ury repayment responsibilities for fiscal year 1998. This credit is consistent with the Administration’s agreement with Bon-
neville under section 4(h)(10)(C) of the Regional Power Act (Public Law 96-501).

CONCLUSION

Again, Mr. Chairman, we have been faced with substantial challenges. I believe
we have taken appropriate actions and through these efforts we have gained some
valuable time to reflect and to be able to take future actions to assure that Bonne-
ville remains competitive. These actions will help assure that we continue to provide
competitive electric rates and protect the investment of the Federal taxpayer in the
Federal hydroelectric system in the Pacific Northwest. This budget reflects our con-
tinuing efforts to achieve these goals. Mr. Chairman, that completes my testimony.
I would be happy to answer any questions you might have.

STATEMENT OF BRIG. GEN. ROBERT GRIFFIN

Senator GORTON. General Griffin, we are pleased to have you
here today. You may proceed.

General GRIFFIN. I am Gen. Robert Griffin. I am the Commander
of the newly formed Northwestern Division. It came into being on
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the 1st of April of this year as a result of the 1997 Energy and
Water Development Act which directed the Corps to reduce the di-
vision structure to between six and eight divisions. The Northwest-
ern Division combines the North Pacific Division, sir, that you are
probably most familiar with, you and Senator Craig, and the Mis-
souri River Division. What I want to let you know is I will operate
out of two regional offices, one in Portland and one in Omaha. And
so we are going to have that regional focus both in the Pacific
Northwest and in the Missouri River region, and that will not be
lost. I do lose Alaska, but I retain the districts of Walla Walla,
Portland, Seattle, Omaha, and Kansas City.

I appreciate the opportunity to appear before you today to an-
swer any questions you may have, and, sir, I got your letter of
March 28, and you had a number of questions in there. I have sub-
mitted written testimony for the record that hits on every one of
those points that you raised. What I did want to do, though, was
highlight a couple of, I believe, the more important issues that you
probably want to hear in my opening statement, and that is the
BPA direct funding of Corps hydropower activities, and also the
drawdown studies on the lower Snake River and John Day Res-
ervoir.

DIRECT FUNDING OF HYDROPOWER ACTIVITIES

Sir, regarding the direct funding of hydropower activities, the
Corps does support direct funding of BPA’s hydropower mission.
That is our bottom line. I think our position is best described in
the Assistant Secretary of the Army for Civil Works, Martin Lan-
caster, letter to the Deputy Secretary of Energy dated the 24th of
December, and in it he said we are working on an expanded MOA
for direct funding, and that MOA would cover nonroutine major
maintenance and major rehab costs which could be in the $40 to
$60 million a year range. That is what we could be operating at
in direct funding.

The principal concern with the proposed MOA, as given to us by
Mr. Curtis, the Deputy in DOE, has to do with funding of our rou-
tine or baseline maintenance. We believe the Army has a need to
control daily operations of the Corps projects for many purposes be-
yond hydropower that these projects serve. That is kind of the bot-
tom line.

We believe that an adequate source of funding is central to the
Corps’ ability to function, and, therefore, according to Mr. Lan-
caster, it may be appropriate for baseline O&M costs to continue
as an annual appropriation for which BPA reimburses the Treas-
ury.

Sir, we do understand, however, that increased direct funding by
BPA could represent discretionary appropriations savings in the
1998 Energy and Water appropriations bill, and, because of that,
we had been waiting on a response to Secretary Lancaster’s letter
with a revised MOA, and just yesterday we received a letter from
Mr. Curtis, Deputy at DOE, responding to our concerns, and the
bottom line is this, sir, we are down to this one direct funding issue
on routine O&M maintenance, and with this letter back I believe
now that we can start working out an agreement.
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LOWER SNAKE RIVER DRAWDOWN STUDIES

Sir, on the Snake River feasibility study, as you know, we are
conducting the drawdown study of four dams on the lower Snake
River. It is being conducted in accordance with the March 1995 an-
nounced biological opinion on hydropower operation. It is a detailed
engineering, social, economic, and biological analysis. The draft re-
port and the environmental impact statement that go with it will
be published in draft form in the spring of 1999.

Senator GORTON. Let me just interrupt you there to emphasize
that this study is not just the study of the impact on fish, but it
is including as broad a set of social, economic, and cultural costs
in other respects as is possible for you to come up with?

General GRIFFIN. An emphatic yes, sir.

Senator GORTON. Go ahead.

General GRIFFIN. Sir, the final report and EIS are due in Decem-
ber 1999. And, sir, we do understand another point that you raised
was how would we do our regional interface, and realizing the im-
portance of this, because of the way we do this feasibility study and
EIS process, we will be very involved with the region. We will hold
many public meetings and workshops, and they will be conducted
for the public interest groups, State and Federal agencies, native
American tribes, and, as important, the scientific groups.

Sir, we will also communicate through our existing workshops
that are associated with NMF'S regional forum process. Sir, I point
out one thing, that one of the scientific groups, an economic study
group that has also been formed that is going to feed in economic
data and impacts of the drawdown of the lower Snake dams.

JOHN DAY RESERVOIR DRAWDOWN

Sir, on the proposed John Day Reservoir drawdown, as you may
know, we have already done a reconnaissance level study on the
minimum operating pool, or MOP, for John Day drawdown, and I
know that was one of the concerns—will we look at MOP any fur-
ther. With the data we have, we will not. We have enough data on
that.

Now, the evaluation work that we were doing was suspended in
accordance with direction provided in the conference report accom-
panying the 1996 appropriations, pending scientific justification.
NMEFS provided that scientific justification in December, and Sec-
retary Lancaster transmitted our request, then, for funds with the
scientific justification on February 25. The Energy and Water Sub-
committees in the House and the Senate are presently considering
our request to reprogram $1.5 million this fiscal year, and we are
also asking for $3.2 million for next fiscal year. However, sir, until
funding is approved, this letter gets approved, a scope and the cost
and the schedule cannot be defined.

Sir, and one final point, and I think this is one I know you raised
and are very concerned about, regarding implementations of
drawdown in both John Day and the lower Snake River. Sir, we be-
lieve we do not have authorization to proceed without additional
statutory authority because of the expected significant impacts on
the various project purposes. So we are going to have to come back
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for reauthorization to implement any study finding that we may
have in either location.

PREPARED STATEMENT

Senator GORTON. I am delighted to hear that.
General GRIFFIN. Sir, that concludes my remarks.
[The statement follows:]

PREPARED STATEMENT OF BRIG. GEN. ROBERT GRIFFIN

Mr. Chairman, Committee members, and distinguished guests, I am Robert Grif-
fin, Commander of the recently formed Northwestern Division. The Northwestern
Division was designated on April 1, 1997, as part of a larger division restructuring
plan in response to Public Law 104-206, Energy and Water Development Act, 1997,
which directs the Corps of Engineers to reduce the number of its Divisions. The
Northwestern Division, which retains the districts supporting the Columbia River,
was formed from the North Pacific Division and the Missouri River Division, with
headquarters located in Portland, Oregon and Omaha, Nebraska.

I appreciate the opportunity to present the views of the Corps of Engineers and
the Department of the Army for the record on this hearing about Bonneville Power
Administration’s fiscal year 1998 budget and financial status, Corps of Engineers ac-
tivities, and other issues. This statement addresses the topics and specific questions
identified in your March 28, 1997 letter to me.

DIRECT FUNDING

The Army generally supports, with the qualifications noted below, direct funding
by the Bonneville Power Administration for power operations and investments at
Corps dams. As a matter of fact, there is in place an agreement between the Army
and BPA entered into under the authority of Section 2406 of the National Energy
Policy Act of 1972, providing for BPA funding of capital improvements. We have
been working very hard to expand the scope of the existing agreement and, in this
regard, the Assistant Secretary of the Army (Civil Works) wrote a letter, on Feb-
ruary 24, 1997, to the Department of Energy enclosing a proposal for modifying the
existing agreement to achieve that end. I am attaching a copy of our proposal to
the Department of Energy. Before I discuss our views on the appropriate scope and
context for such an agreement, I will review some of the activities we have funded
and expect to fund under provisions of Section 2406.

Since January 1995 we have used BPA direct funds to carry out $8.1 million of
non-routine operation and maintenance activities for power facilities. These activi-
ties include generator repair, studies, turbine improvements, and generator exciter
replacements. We reached an agreement last week with BPA to fund the emergency
repair of Ice Harbor unit 5. We have also submitted a draft proposal to BPA for
direct funding of the emergency repair of a program of electrical system reliability
improvements. The reliability improvements are the necessary corrective actions in
response to the July 2-3 and August 10, 1996 West Coast electrical system disturb-
ances. We are also in the process of developing a proposal for the direct funding of
an enhanced non-routine maintenance program at the Ice Harbor project. The pur-
pose of the enhanced non-routine maintenance program would be to ensure a high
level of generator reliability during the fish passage season by having pre-positioned
parts and contracts available, on-line equipment condition monitoring, as well as
“just in time” maintenance being performed. This would differ from the traditional
Corps practice of preventative maintenance done on a predetermined schedule and
repair of failures as they occur.

As I indicated, we are working within the Administration to develop an expanded
agreement for direct funding. We hope to conclude the agreement in the near future
which would potentially enable the Committee to realize discretionary appropria-
tions savings in the fiscal year 1998 Energy and Water Appropriations bill. Without
prejudice to the on-going discussions, I offer the following information on our views
gf the (?roposed agreement to give the Committee insight into the issues being ad-

ressed.

The Department of the Army is concerned about modeling an agreement after the
one that the Department of Energy has with the Bureau of Reclamation. That
agreement with the Bureau is similar to an agreement which has been proposed by
BPA to the Army. The Army has provided comments to the Department of Energy
on the proposed Direct Funding Agreement for Operations and Maintenance Power
Costs between Bonneville Power Administration and the Department of the Army.
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Our principal concerns involve the BPA proposal to directly fund all operations and
maintenance (O&M) costs, a proposal for binding arbitration, and a proposal for
monetary performance incentives.

The most important issue for the Army is the need to control the daily operations
of Corps projects for the many purposes, beyond hydropower, that these projects
serve. An adequate source of funding is central to the Corps’ ability to function.
Thus, we believe it is appropriate for baseline O&M costs to continue as annual ap-
propriations for which BPA reimburses the Treasury. Baseline O&M costs are also
called “routine” costs, and they include personnel costs, small supplies and mate-
rials, custodial contracts, and costs associated with the routine, day-to-day oper-
ations and maintenance of the reservoir systems. While the Army is unprepared, at
this point, for BPA to directly fund baseline O&M, there are numerous opportunities
to use direct funding from BPA. For example, costs for major rehabilitation projects,
and non-routine maintenance are two large categories of expenditures that are
available for direct funding. Those costs, exclusive of the costs of projects currently
directly funded under an existing BPA-Army agreement, would range from $40 to
$60 million annually.

A second concern involves the provision for binding arbitration. The draft agree-
ment proposal to subject the agencies to binding arbitration in the event of any un-
resolved disagreement is an unnecessary step and may inappropriately limit the
Corps’ authority to maintain and operate its projects as required by law. While the
Army supports the use of alternate dispute resolution, final resolution of agency dis-
putes, where the Corps discretionary authority is not an issue, should rest with ei-
ther the Office of Management and Budget or the Department of Justice, as pro-
vided in the existing BPA-Army agreement, rather than with a non-Federal, private
individual.

Last, the BPA proposal to provide monetary incentives for performance is of con-
cern. We share BPA’s desire to ensure satisfactory hydropower performance, but be-
lieve there may be better means of achieving this goal.

We have provided these comments to BPA and have been meeting to discuss reso-
lution and presently await BPA’s response to our comments dated February 24,
1997.

NON-FEDERAL PARTY CONSTRUCTION ON FEDERAL HYDRO PROJECTS

All costs associated with development of hydroelectric power at the site of a Corps
project are borne, one way or another, by non-Federal sponsors. The following re-
marks are in regard to the status of non-Federal hydropower development and
Corps dams in the Columbia River basin.

Northern Wasco County PUD has developed a hydro-electric project through the
FERC process at The Dalles Dam. The 8.5 MW project was completed in 1993 at
a cost of about $15 million. The project generates power from flows used as part
of the fish bypass facility. The PUD is also constructing a FERC licensed 10 MW
project at McNary Dam. This project is scheduled for completion later in 1997.

We are aware of some specific proposals for non-Federal development of hydro-
power projects at Corps facilities in the region. Idaho Water Resources Board has
a FERC license to construct and operate a 2.5 MW small hydropower project at
Dworshak Dam. The project would generate power from releases/flows that are con-
veyed by pipelines to the Clearwater Fish Hatchery and the Dworshak National
Fish Hatchery. The cost to provide the power is estimated at 21.5 mill/kwh. FERC
has determined that with appropriate environmental protective measures, that the
project would not “significantly affect the quality of the human environment”.

Utah Associated Municipal Power Systems proposes to add generating capability
onto the existing Corps powerhouse at Dworshak Dam, and install one generating
unit with a 40 MW capacity. They are working through FERC to obtain a prelimi-
nary permit. A preliminary permit does not authorize construction, but allows for
additional studies, such as economic, engineering plans, and environmental.

The Corps of Engineers and Colville Confederated Tribes (CCT) are currently con-
ducting feasibility studies to determine the potential Federal interest in raising the
Chief Joe Dam pool by 2 to 4 feet for the purpose of providing additional power gen-
eration. In addition, the CCT has expressed an interest in upgrading the turbine
components of the existing units 1-16 to increase generation and capacity. This is
currently an active study, and no conclusions have been reached in regard to envi-
ronmental effects or energy production costs. There are no situations in the region
in which Federal facilities have been upgraded by non-federal parties.
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LOWER SNAKE AND JOHN DAY DRAWDOWN

The Corps, in cooperation with other Federal and regional interests and the pub-
lic, is presently carrying out a feasibility study of natural river level drawdown at
the four Lower Snake River dams. This detailed engineering, biological, social and
economic analysis is scheduled to be completed in 1999 as called for in the National
Marine Fisheries Service March 1995 biological opinion on hydropower operations
and will be the basis for regional, Federal and potentially Congressional decisions
on whether drawdowns should be implemented. An Environmental Impact State-
ment will be prepared with the feasibility study. In fiscal years 1993-95 the Corps
was proceeding with advanced planning and design to implement mitigation for a
drawdown to minimum operating pool (MOP) at John Day dam as called for in the
biological opinion. No evaluations of drawdown below MOP at John Day have been
conducted to date. In response to Conference Report language (House Report No.
104-293) accompanying Public Law 104-46, Energy and Water Development Appro-
priations Act, 1996, this work was suspended pending development of further sci-
entific justification of drawdown as a recovery measure. This justification with re-
quest for concurrence in funds reprogramming to begin evaluation of drawdown was
sent to the Energy and Water Development subcommittees by letter of February 25,
1997 from Assistant Secretary Lancaster. The subcommittees are presently consid-
ering our request for concurrence in funds reprogramming for the Corps to begin
further evaluation in fiscal year 1997. We have also requested funding to continue
this work in fiscal year 1998.

In the Lower Snake River Juvenile Salmon Migration Feasibility Study the only
drawdown option continuing to be evaluated by the Corps is the permanent natural
river alternative. Mid-level drawdowns have been eliminated from consideration due
to biological risk factors for salmon and implementation cost. In general, implemen-
tation actions for natural river would include the total removal of the earthen em-
bankment section which exists at each lower Snake River project along with some
additional channel development and expansion. Under this alternative, the existing
powerhouses, spillways and navigation locks would remain in place and would re-
quire some type of protection. Those remaining structures would be decommissioned
and essentially mothballed. Implementation cost for modifications at the four dams
is estimated at $530 million on a preliminary basis. That cost does not reflect miti-
gation measures along the reservoirs, nor other economic and social costs.

Drawdown impacts

The implementation of drawdown on the lower Snake River will radically change
or eliminate the current multi-purpose uses of the lower Snake River. Those
changes have been addressed in previous reports such as the System Configuration
Study Phase I, the Columbia River System Operation Review (SOR), and most re-
cently in the Corps Lower Snake River Juvenile Salmon Migration Feasibility Study
Interim Report published in December 1996, A summary of potential impacts fol-
lows:

Irrigation.—A 1991 inventory of the lower Snake River Projects identified a total
of 31 water withdrawal facilities on the four lower Snake River Projects. All of these
facilities would be rendered unusable without significant modifications.

Navigation.—All commercial navigation on the lower Snake River from its con-
fluence with the Columbia River, to Lewiston, Idaho would be eliminated.

Fish passage—Qualitative and quantitative information relative to anadromous
fish benefits associated with a natural river operation is very limited. The issue of
the effects of juvenile fish transportation versus in-river migration is at the very
root of the regional debate. With this in mind, it is fair to say that a natural river
condition will provide better in-river conditions than currently exist for both juvenile
and adult salmon migration. Juvenile travel times will be significantly reduced and
current dam passage mortality would likely be eliminated. Predator prey relation-
ships are not well understood, but a reduction in predation may be possible. Not
considered in these assumptions are the fish impacts that may occur associated with
construction activities and near-term environmental disruptions following construc-
tion. What cannot be determined with high confidence at this point is the expected
increased survival for both juveniles and adults out of the Snake River and what
contribution that would make to the overall salmon recovery effort.

Power operations.—Power production from the four lower Snake River Projects
will be eliminated. The four Lower Snake River projects produce approximately 10
million megawatt hours of electricity on an average annual basis.

Recreation.—The net impacts on recreation are not clearly understood at this
point. Obviously the type of recreation experience that the projects currently provide
and the existing facilities on these projects will be significantly changed or elimi-
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nated. However, these perceived lost opportunities are likely to be replaced by a dif-
ferent type of recreation experience. What overall impact that these changes will
have on total project visitation is unknown at this time and are a part of the fea-
sibility analysis.

Flood control.—The four lower Snake River projects currently provide no flood
control benefits, thus the implementation of natural river drawdown would have no
adverse affect from a flood control standpoint.

Other impacts.—Other potential impacts that have been recognized, but not clear-
ly understood, include resident fish, water quality and cultural resources exposure.
Additional analysis on these is under way.

As part of the ongoing feasibility study, the Corps is engaged in a very intensive
regional effort to accurately identify the economic impacts of the drawdown alter-
native. At this point, the best available information exists in SOR. Although the
SOR analyses are being reviewed and revised, the following results from an alter-
native in SOR with the four Lower Snake River dams at year-round natural river
level is provided for information on the relative annual economic effects among uses,
particularly the relative magnitude of navigation to hydropower system impacts.
Clearly, the impacts on power are the largest. The recreation impact will very likely
be revised substantially downward in the current analyses. These costs do not in-
clude environmental mitigation, cultural resource costs or total economic impact
costs. SOR FEIS alternative 5¢ economic effects summary:

Annual Cost

Feature In millions
HYAT0 POWET ....eviiiiieeeeeeee ettt e e e et e e st e e e arae e earae e saebaeeennaaeenns 132
Recreation ..... . 72
Implementation/Construction 45
Navigation ........cccceceeerveeennnnen. 30
Municipal and Industrial Water . 4
D P21 o) o OSSR PRRPPRPRRRIN 4

Future costs for capital investments and operation and maintenance of the dams
would be avoided with drawdown. These costs would include future powerhouse re-
habilitation (approximately $200 million) and the annual O&M ($27 million per
year) for the existing dams. Future fish passage investments at these dams would
presumably be avoided with drawdown as well.

No estimates of the impacts associated with drawdown to spillway crest at John
Day have been made by the Corps of Engineers.

Drawdown evaluation process

The Corps is currently conducting a Feasibility Study/NEPA process for the Lower
Snake River. The objective of that study is to document the Federal decision for the
long term operation and configuration of the lower Snake River projects. Integral
to any NEPA process is a requirement to provide the general public an opportunity
to understand the issues, alternatives, and environmental impacts, and to have a
role in the formulation of a final decision. The Corps fully intends to honor that re-
quirement throughout the study process. In conjunction with this study effort we
will be conducting workshops and hearings throughout the region. We will also be
providing periodic newsletters and special reports which will be made available to
the public as well.

Recognizing the critical importance of this issue to the region, the Corps will be
expanding our effort and will conduct monthly feasibility study roundtable/work-
shops. The purpose of these workshops will be to provide technical information and
status reports as well as to seek public input on a more frequent basis than would
be available in a more traditional study process. These workshops are intended to
be very informal in nature and will be conducted primarily as a discussion group.
The meetings will be open to the general public as well as Federal agencies, state
agencies, Indian tribes and public interest groups.

Another critical component of our regional coordination commitment will be tribal
coordination. The Corps will make every effort to keep the 14 northwest tribes in-
volved and informed.

Beyond the efforts described above, we will continue to participate in the regional
forum addressing salmon recovery established by National Marine Fisheries Service.
In various committees of the forum we provide real time status reports on work in
progress as well as periodic expenditure information. The forum provides an oppor-
tunity for virtually any other Federal, state, tribe or special interest group to influ-
ence the scope of our work as well as the use of information and expenditure of
funds. Successful completion of this study and the regional decisions that will be
a product of the effort are dependent on close coordination and active involvement
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of the citizens of the northwest as well as the agencies and tribes that represent
them.

The current schedule for this study calls for a Draft Feasibility Report and Envi-
ronmental Impact Statement in the spring of 1999 and a Final Report and EIS in
December 1999. No schedule has been established for John Day at this time.

Legal authority for dam removal

It is our opinion that the Corps cannot use its existing legal authority to remove
the lower Snake projects and draw John Day to spillway crest. New statutory au-
thority would be required to undertake these actions since the proposed actions
would eliminate or significantly affect specific project purposes provided for in the
authorizing legislation.

Congress authorized these projects as part of the Columbia River Basin system
to achieve region-wide benefits. The projects in the system are operated for flood
control, navigation, hydroelectric power production, irrigation, recreation, water
quality and fish and wildlife. The Corps constructed and operates these projects to
meet these multiple uses. Within the authority of each project and consistent with
the uses of the Columbia River Basin system, the Corps may choose to emphasize
a certain project use, but it cannot not do so in a manner which disregards other
authorized project uses. Based upon the analysis of the System Operation Review,
drawdown of the lower Snake River projects would significantly affect and/or de-
grade the majority of authorized project uses. A drawdown of John Day project to
spillway crest, based upon preliminary observations would also significantly affect
navigation, irrigation and other project uses. However, a more comprehensive study
regarding this proposed action is necessary before a definitive statement of these ef-
fects can be made.

In addition to changes in authorization or additional authorization, the proposed
actions would also be subject to additional appropriations by Congress.

John Day drawdown reprogramming request

The reprogramming request dated February 25, 1997 from Assistant Secretary
Lancaster to the House and Senate Subcommittees on Energy and Water Develop-
ment does not specify the scope of technical studies nor drawdown levels that would
be evaluated. Rather, it notes that the scope will be developed in coordination with
the region upon concurrence of the committees. In view of the previous analysis of
drawdown to MOP conducted under the System Configuration Study and under ad-
vanced planning and design for MOP implementation it is not anticipated that addi-
tional funding 1s required for acquiring information or conducting analysis of MOP
drawdown. We also understand that the Northwest Power Planning Council has re-
cently recommended that no additional funding be allocated for further review of
this alternative. This would be consistent with the February 25 letter.

A cost estimate for a study limited to the social and economic impacts of drawing
down John Day to spillway crest or natural river levels has not been prepared. Esti-
mated costs would primarily be related to the scope of “social and economic” issues
and level of detail. A study plan could be prepared in coordination with regional
parties in approximately three months. The period of the study would also depend
on the scope and level of detail but could likely be completed in one to two years.
This study could be used for further decisions regarding additional analyses of
drawdown and would identify future processes for compliance with all statutory re-
quirements such as the National Environmental Policy Act and the Endangered
Species Act. If carried out, the additional analyses identified by such a report would
provide the basis of a Federal recommendation for Congressional authorization for
drawdown implementation.

Mr. Chairman, this concludes my testimony. I will be pleased to address any
questions.

LETTER FROM H. MARTIN LANCASTER

DEPARTMENT OF THE ARMY,
OFFICE OF THE ASSISTANT SECRETARY—CIVIL WORKS,
Washington, DC, February 24, 1997.
Mr. CHARLES B. CURTIS,
Deputy Secretary of Energy, Department of Energy,
Washington, DC.
DEAR MR. CurTis: This is in further response to your letter of November 16, 1996,
concerning your proposal to have the Bonneville Power Administration direct fund
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the cost of the operation and maintenance of power facilities operated by the Corps
of Engineers in the Pacific Northwest.

As indicated in my letter of December 24, 1996, I have a number of concerns with
the proposed Direct Funding Agreement you provided for my review. As an alter-
native to your proposal, I am enclosing a modification of the existing agreement be-
tween the Army and BPA entered into under the authority of Section 2406 of the
National Energy Policy Act of 1992. The existing agreement provides for BPA fund-
ing of capital improvements. The amended agreement would expand the scope of the
existing agreement to include BPA funding of non-routine maintenance of the Corps
hydropower facilities. The Corps would continue to receive appropriations for its
routine maintenance activities. I have discussed the proposal with representatives
of the Office of Management and Budget. As a result of those discussions, I am con-
fident they will support the arrangement I am proposing. Upon signing the proposed
agreement, I would expect BPA to fund about 60 percent of the Corps annual re-
quirements for operations and maintenance of its power facilities.

I look forward to working further with you on this proposal and hope we can com-
plete this agreement in time to allow direct funding of our fiscal year 1998 require-
ments.

Sincerely,
H. MARTIN LANCASTER,
Assistant Secretary of the Army—Civil Works.

MEMORANDUM OF AGREEMENT BETWEEN THE BONNEVILLE POWER ADMINISTRATION
AND THE DEPARTMENT OF THE ARMY

ARTICLE I—PURPOSE AND AUTHORITY

This Memorandum of Agreement (“MOA”) is entered into by and between the De-
partment of the Army (“DA”) and the Bonneville Power Administration (“BPA”)
(“the parties”) for the purpose of establishing a mutual framework governing the re-
spective responsibilities of the parties regarding the development of direct funding
for hydropower non-routine maintenance, generation additions, improvements, and
replacements at U.S. Army Corps of Engineers (“‘USACE”) hydroelectric projects or
other projects operated and maintained in the Pacific Northwest Region. This MOA
is entered into pursuant to Section 2406 of the National Energy Policy Act of 1992,
Public Law 102-486, 16 U.S.C. 839d-1, (“the Act”).

ARTICLE II—SCOPE

The DA is responsible for the planning, designing, constructing, rehabilitating,
and operating and maintenance of twenty-one (21) hydroelectric projects in the Pa-
cific Northwest Region. These hydroelectric projects are operated and maintained by
USACE to meet multiple purposes of water resource development in the Pacific
Northwest Region, including but not limited to flood control, navigation, electric
power generation, fish and wildlife, water supply and water quality. The DA shall
identify the funding requirement for hydroelectric projects and other projects which
it operates and maintains in the Pacific Northwest which the DA has determined,
consistent with good engineering practice, DA policy and the multiple uses of water
resource projects to be suitable for consideration under §2406 of the Act. The BPA
may agree to fund the DA requirement (to include the planning, designing, and con-
struction) for non-routine maintenance, generation additions, improvements, and/or
replacements at those projects.

Pursuant to this MOA, the DA agrees to consult with the BPA regarding the pri-
orities for non-routine maintenance, generation additions, improvements and re-
placements under §2406 of the Act to USACE hydroelectric projects and other
projects which it operates and maintains in the Pacific Northwest Region and to af-
ford to BPA the opportunity to review and comment on the DA’s plans respecting
the planning, designing, and constructing of generation additions, improvements,
and replacements at USACE hydroelectric projects and other projects which it oper-
ates and maintains in the Pacific Northwest Region. The Parties agree to coordinate
the development of these projects from the earliest possible time, but no later then
120 days prior to the beginning of the next fiscal year. Coordination of these activi-
ties must begin sufficiently in advance to meet the scheduling, financial planning,
ratemaking, budget and program requirements of each Party.

No item shall be included in the Five Year Plans, or Annual Budgets except as
agreed to by the Parties. Any item not included in the Five Year Plans or Annual
Budgets, may be included by the Corps in the appropriation portion of its budget.
Nothing in this MOA shall be construed to require the DA to provide any goods or
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services to the BPA pursuant to §2406 of the Act, except as may be set forth in
the Five Year Plans, Annual Budgets and Sub-agreements.

ARTICLE III—INTERAGENCY COMMUNICATIONS

To provide for consistent and effective communication between the DA and the
BPA, each party shall appoint a Principal Representative to serve as its central
point of contact on matters relating to this MOA. Additional representatives may
also be appointed to serve as points of contact on Five Year Plans, Annual Budgets
and/or Sub-agreements. Working groups, mutually agreeable to the Principle Rep-
resentatives, may be established to support the decision making process by the NPD
Division Commander and BPA Administrator.

ARTICLE IV—FIVE YEAR PROGRAM AND ANNUAL MAINTENANCE BUDGETS

The DA and the BPA may conclude mutually agreed upon written Five Year
Plans and Annual Maintenance Budgets pursuant to this MOA, respecting DA work
the parties agree to direct fund under § 2406 of the Act.

A. Five Year Program—The program identifies the funding requirements for
Corps hydropower maintenance, additions, improvements, and/or replacements for
each of the five fiscal years in the Program. The initial five period covers the period
fiscal year 1999 through fiscal year 2004. After the establishment of the initial Five
Year Program, a revised program will be developed for a sliding five fiscal year win-
dow. The Five Year Program displays the direct funding level for each of the three
NPD districts with hydropower. Exhibit A contains the initial Five Year Program.
In addition to the direct funding requirements, Exhibit A also displays the routine
O&M and appropriated multipurpose project expenses that BPA is responsible for
repaying.

B. Annual Maintenance Budget—The annual budgets identify specific work cat-
egories for the hydropower maintenance, additions, improvements, and/or replace-
ments activities covered by this MOA, that are to be accomplished for each fiscal
year in the Five Year Plan. Hydropower maintenance, additions, improvements,
and/or replacements work items that have a funding requirement greater than
$500,000 will be separately identified. These items will be listed as extraordinary
maintenance, major replacements, or additions. Exhibit B contains the initial An-
nual Budget. Additional justifications may be provided, or sub-agreements developed
from these budgets.

ARTICLE V—SUB-AGREEMENTS FOR SPECIFIC WORK ITEMS

The parties anticipate that there will be direct funding opportunities that, for rea-
sons of timing and/or magnitude, may require a separate sub-agreement. The DA
and the BPA may conclude mutually agreed upon written Sub-agreements pursuant
to this MOA, respecting DA work the parties agree to direct fund under §2406 of
the Act. The sub-agreement shall include the following:

—a detailed scope of work;

—schedules;

—the amount of funds required and available to accomplish the scope of work;

—identification of individual project managers;

—identification of types of contracts to be used (if known);

—types and frequencies of reports;

—identification of which party is to be responsible for government-furnished
equipment, contract administration, records maintenance, rights to data, soft-
ware and intellectual property, and contract audits;

—procedures for amending, modifying or terminating the Sub-agreement; and

—such other particulars as are necessary to describe clearly the obligations of the
parties with respect to the portion of the DA’s hydroelectric project program
which BPA agrees to fund under § 2406 of the Act.

Goods or services shall be provided under this Article only after an appropriate
Sub-agreement has been signed by a representative of each party authorized to exe-
cute that Sub-agreement. In the case of conflict between this MOA and a Sub-agree-
ment, this MOA shall control.

ARTICLE VI—RESPONSIBILITIES OF THE PARTIES
A. Responsibilities of the Department of the Army
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[order of following paragraphs revised]

The DA shall determine the need for maintenance and construction of generation
additions, improvements, and/or replacements opportunities at any hydroelectric
projects and other projects operated and maintained by USACE.

The DA shall notify the BPA of funding requirements for non-routine mainte-
nance, additions, improvements, and/or replacements that the DA deems appro-
priate under §2406 at any hydroelectric projects and other projects operated and
maintained by the USACE within the Pacific Northwest region.

The DA shall develop draft Five Year Plans, Annual Budgets and Sub-agreements
to include mutually agreed upon scopes of work. The North Pacific Division Com-
mander is the authorized signatory for each Five Year Plan, Annual Budget and/
or Sub-agreement.

The DA shall plan, design and construct, at BPA expense, such maintenance re-
quirements, additions, improvements, and/or replacements as the DA and the BPA
may agree upon in Five Year Plans, Annual Budgets or Sub-agreements. The DA
shall construct, operate, and maintain such additions, improvements, and/or replace-
ments in accordance with the purpose, terms, and conditions of this MOA, consist-
ent with project uses of the water resources development projects.

The DA shall provide detailed periodic progress, financial and other reports to the
BPA as agreed to in the Five Year Plans, Annual Budgets and Sub-agreements. Fi-
nancial reports shall include information on all funds received, obligated, and ex-
pended, and on forecast obligations and expenditures.

B. Responsibilities of the Bonneville Power Administration

The BPA shall pay all costs associated with the DA’s provisions of goods or serv-
ices under agreed upon Five Year Plans, Annual Budgets or Sub-agreements pursu-
ant to this MOA and shall transfer to the DA, in the manner as specified in Article
VII, the funds necessary to accomplish the Five Year Plans, Annual Budgets or Sub-
agreement.

The BPA shall ensure that only authorized BPA officials sign Five Year Plans,
Annual Budgets and/or Sub-agreements.

ARTICLE VII—FUNDING

The BPA shall pay all costs, including overhead charges, on maintenance require-
ments, addition, replacement or improvement work pursuant to mutually agreed
upon Five Year Program, Annual Budgets and Sub-agreements entered into under
this MOA. The cost of overhead charges shall be determined in accordance with
USACE policy and with General Accounting Office (“GAO”) principles and stand-
ards. The Five Year Program, Annual Budgets and Sub-agreements shall establish
the scope of work to be accomplished and the funding requirements for each work
item and project agreed to thereunder.

The BPA shall obligate one-hundred percent (100 percent) of the annual funding
requirements of each Sub-agreement upon signature of the Sub-Agreement and at
the beginning of each fiscal year for the Annual Budgets. This obligation sets aside
funds as budgetary resources for the USACE and certifies the availability of funds
to the USACE, but does not transfer any of BPA’s repayment responsibilities to the
DA or the USACE. By means of each Sub-agreement and Annual Budget, BPA en-
ters into a binding agreement that obligates BPA to fund all costs associated with
the Sub-agreement and Annual Budget and guarantees the availability of funds to
the USACE for work specified in the Sub-agreement and Annual Budget, subject
only to the provisions of ARTICLE XIV if the Sub-agreement is terminated pursuant
to that Article.

The Annual Budgets and any Sub-agreement are the authorizing documents
which the USACE is authorized to obligate against and fulfills the same functions
as an SF 1151, Non-Expenditure Transfer Authorization. Mutually agreed upon Five
Year Plans, Annual Budgets and Sub-agreements shall be forwarded to Head-
quarters, USACE (“HQUSACE”), ATTN: CERM-FC, Washington, DC 20314-1000.
HQUSACE shall make an apportionment to the performing USACE District based
on the Annual Budgets and Sub-agreement.

Cash transfers to cover USACE disbursements shall be made from the BPA Fund
to the USACE. A bill submitted for payment for work accomplished pursuant to a
Sub-agreement and Annual Budget is not subject to audit or certification in advance
of payment. The U.S. Treasury’s On-line Payment and Collection System (“OPAC”),
or a mutually agreeable alternative, will be used to accomplish the necessary cash
transfer from the BPA Fund.

The BPA Fund is established pursuant to 16 U.S.C. §838i and consists of, inter
alia, all proceeds derived from the sale of bonds, notes and other evidences of in-
debtedness, all receipts, collections and recoveries of the BPA, and any Congres-
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sional appropriations made to the BPA. The BPA Administrator is authorized to
make expenditures out of the BPA Fund for authorized purposes, such as funding
work proposed pursuant to §2406 of the Act, provided such program expenditures
have been submitted to Congress in BPA’s budget.

If the USACE forecasts that its actual costs under a Sub-agreement or Annual
Budget will exceed the amount of funds available for obligation under that Sub-
agreement or Annual Budget, it shall promptly notify the BPA of the amount of ad-
ditional funds necessary to complete the work under that Sub-agreement or Annual
Budget. The BPA shall either obligate to the amended Sub-Agreement or Annual
Budget necessary funds, or require that the scope of work be limited to that which
can be paid for by the then-available funds, or direct termination of the work under
a Sub-agreement.

Both parties agree to provide each other all pertinent power related financial in-
formation, including but not limited to: estimated OPAC fund transfers and other
financial transactions, accounting records, underlying assumptions, methodology,
and data as needed to assist their respective efforts.

ARTICLE VIII—APPLICABLE LAWS

This MOA and all documents and actions pursuant to it shall be governed by the
applicable statutes, regulations, directives, and procedures of the United States. Un-
less otherwise required by law, all contract work with third parties undertaken by
the DA shall be governed by DA policies and procedures.

ARTICLE IX—CONTRACT CLAIMS AND DISPUTES

All claims and disputes by contractors arising under or relating to contracts
awarded by the DA shall be resolved in accordance with federal law and the terms
of the individual contract. The DA shall have dispute resolution authority for these
claims. Any contracting officer’s final decision may be appealed by the contractor
pursuant to the Contract Disputes Act of 1978 (41 U.S.C. §§601-613). The U.S.
Army Corps of Engineers Board of Contract Appeals (‘ENG BCA?”) is designated as
the appropriate board of contract appeals. In lieu of appealing to the ENG BCA, the
ccolntractor may bring an action directly to the United States Court of Federal

aims.

The DA shall be responsible for handling all contractor disputes and administra-
tive appeals, and for coordinating with the Department of Justice if the dispute goes
to Court. The DA shall notify the BPA of any such dispute and afford the BPA an
opportunity to provide comments on any documents prepared regarding the dispute,
including pleadings in the litigation and any resulting settlement documents. The
DA shall also provide BPA an opportunity to participate in the dispute and any re-
sulting litigation and settlement negotiations.

ARTICLE X—DISPUTE RESOLUTION

The parties agree that, in the event of a dispute between the parties under this
MOA or a Five Year Plan, Annual Budget or Sub-agreement made pursuant to this
MOA, the BPA and the DA shall use their best efforts to resolve that dispute in
an informal fashion through consultation and communication, or other forms of non-
binding alternative dispute resolution mutually acceptable to the parties. The par-
ties agree that, in the event such measures fail to resolve the dispute, they shall
refer administrative and policy matters to the Office of Management and Budget for
resolution and matters of statutory interpretation or dispute to the Department of
Justice for resolution. This provision shall not apply to the decision to enter into
Five Year Plans, Annual Budgets or a Sub-agreement or the decision to amend or
terminate this MOA or Five Year Plans, Annual Budgets or a Sub-agreement.

ARTICLE XI—PUBLIC INFORMATION

Justification and explanation of this MOA and the Sub-agreements or an Annual
Budget before Congress and other agencies, departments, and offices of the federal
Executive Branch shall be the responsibility of the DA and BPA. The DA and BPA
may provide any assistance necessary to support each other’s justification or expla-
nations of the programs conducted under this MOA. Each party shall be responsible
for its own testimony before Congress. The DA and BPA shall coordinate public an-
nouncements, except that the DA will respond to all inquiries relating to the ordi-
nary procurement and contract award and administration process and coordinate
with BPA as appropriate. The BPA or the DA shall make its best efforts to give
the other party advance notice before making any public statement regarding work
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contemplated, undertaken, or completed pursuant to Sub-agreements under this
MOA.

ARTICLE XII—AUDIT

The DA shall maintain accounting procedures and practices sufficient to reflect
properly all costs the DA has incurred in performance of work accomplished pursu-
a}?t ‘i\(/’l Owgitten Sub-agreements or Annual Budget entered into in accordance with
this .

Authorized BPA officials and other authorized representatives, including internal
and external auditors, shall have the right to examine the records supporting the
costs the DA incurs. This right of examination shall include inspection at all reason-
able times at the DA’s facilities used in performing work pursuant to written Sub-
agreements or Annual Budget entered into in accordance with this MOA, and at lo-
cations where records pertaining to the Sub-agreements or Annual Budget are
maintained.

ARTICLE XIII—MISCELLANEOUS

A. Other Relationships or Obligations

This MOA shall not affect any pre-existing or independent relationships or obliga-
tions between the BPA and the DA.

B. Survival

The provisions of this MOA which require performance after the expiration of this
MOA shall remain in force notwithstanding the expiration of this MOA.

C. Severability

If any provision of this MOA is determined to be invalid or unenforceable, the re-
maining provisions shall remain in force and unaffected to the fullest extent per-
mitted by law and regulation.

ARTICLE XIV—AMENDMENT, TERMINATION, AND MODIFICATION

This MOA and related Five Year Programs, Annual Budgets or Sub-agreements
may be modified or amended only by written, mutual agreement of the parties. Ei-
ther party may terminate this MOA, Five Year Programs, Annual Budgets or Sub-
agreements by providing written notice to the other party. The termination shall be
effective after two full fiscal years following notice, unless a later date is set forth.
In the event of termination, the BPA shall continue to be responsible for all costs
incurred by the DA under this MOA, Five Year Programs, Annual Budgets or Sub-
agreements and for the costs of closing out or transferring any on-going contracts.

ARTICLE XV—DEFINITIONS

A. Non-routine Maintenance

These are maintenance activities that are not on a repetitive schedule. They in-
clude repairs and replacements of both expense and capital items, that may be ac-
complished by either hired labor or contract. For purposes of this agreement, it will
be individual work items that cost less than $500,000.

B. Major Maintenance and Replacements

The activities in this category are similar to non-routine maintenance with the ex-
ception of scope and cost. Typically this work is of a scope that it is accomplished
by contract. For purposes of this agreement, it will be individual work items that
cost more than $500,000.

C. Major Rehabilitation

This is a comprehensive program that includes major replacements, improvements
and additions. In the DA is an activity that is over $5,000,000 and requires more
extensive economic and environmental evaluation.

ARTICLE XV—EFFECTIVE DATE

This MOA shall become effective when signed by both the BPA and the DA.
Bonneville Power Administration

Administrator, Bonneville
Power Administration
Date:

Department of the Army

Assistant Secretary of the Army (Civil Works)
Date:
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NORTH PACIFIC DIVISION HYDROPOWER PROGRAM FISCAL YEAR 1999-2002

[In thousands of dollars]

Fiscal year

1997 1998 1999 2000 2001 2002

Non-Routine Maintenance ............ccoooue... 33,253 40,880 39,137 39,516 39,844 40,248
Major Rehab ......cocoovevvveeeeerereeeeeeeeen. 19,737 23,621 22,593 31428 32,638 22,198
Total BPA direct funded ............. 52,990 64,501 61,730 70,944 72482 62,446

Appropriation Funded Hydropower O&M ... 40,594 41801 40,018 40,406 40,742 41,155

NORTH PACIFIC DIVISION HYDROPOWER DIRECT FUNDING ANNUAL BUDGET—FISCAL YEAR 1999

Additions,
. replacements Major reha- . Appropriated
Maintenance and improve- bilitation Total direct 0&M
ments

BONNEVILLE ...
THE DALLES ..o
JOHN DAY oo
DETROIT <o
BIG CLIFF oo
GREEN PETER .....covvorececeens
FOSTER oo
COUGAR oo
LOOKOUT POINT ...
DEXTER ..o
HILLS CREEK ......ccooovviiirriiiiccns
LOST CREEK ......cccoorveicrriiicscs

TOTAL NPP ..o XXXXXX YYYYYY 117711 BBBBB  AAAAAAAA

MCNARY .o
ICE HARBOR ......ccoovrvvvvicrriiiiiscns
LOWER MONUMENTAL ......cccovvees
LITTLE GOOSE ...
LOWER GRANITE . - .
DWORSHAK ...ooieriiiicis verenieciminciins cevemineesienssies eeesseresssnssnnns | sessenssmsnnsssinne | essnesesseneseeees

TOTAL NPW .o XXXXXX YYYYYY 117711 BBBBB  AAAAAAAA

CHIEF JOSEPH <. ceocirciins ceetirceiinniiiens covneesiesesiinne eosenesinesssienes | sovesessenssionions veeesseesssssenas
ALBENI FALLS ..o crviiininiiinins svvvvisscnsiiiinns sonssissnssssssinns oo s
11121 OO PPN

TOTAL NPS .o XXXXXX YYYYYY 117711 BBBBB  AAAAAAAA

NORTH PACIFIC ... 39137 22,593 61,730 40,018

General GRIFFIN. I also have with me today Dave Geiger, my Pa-
cific Salmon Program Manager, and Mr. John Velehradsky, my Di-
rector of Engineering and Technical Services. As we get into ques-
tions, if I get stumped they may have more detail than I.

Senator GORTON. As we ask questions, we will be delighted to
have any assistance you can get from the staff of any of you here,
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and I suspect Mr. Hardy is probably not going to have to turn
around. He has been so accustomed to so many of these questions
for so long.

And we now, of course, have been joined by three other North-
west Senators, Senator Craig from Idaho and my colleague Senator
Murray, and Senator Wyden from Oregon, who is not a member of
the committee, but who has every bit as much interest in these is-
sues as do those of us who are, and who is most welcome to the
hearing.

I have, as you can imagine, a large number of questions for these
witnesses. I think with your indulgence I will go through my ques-
tions to Mr. Hardy on transmission and marketing functions of the
BPA, and then we can go back and forth on questions and we will
not impose any time limits.

Each one of you has a very, very real interest, and to the extent
that I have not covered questions that are of interest to you, you
can go ahead and ask them, and I will defer any more that I have
until the end.

Some of these questions I think, Mr. Hardy, you have answered.
I know a number of you have answered them to me privately, and
some of you answered in your opening formal statement. I think I
am going to put most of them anyway, because some at least will
have short answers, and we will have a question and answer in the
record that we can search through easily.

SEPARATION OF TRANSMISSION AND MARKETING OPERATIONS

Obviously, you know the region and spent a great deal of time
discussing the separation of BPA’s marketing and transmission
functions. I understand that BPA has undertaken an analysis of
the various roadblocks to accomplishing the goal of separation. The
regional review’s transition board for the Governors is also looking
at the question of what legislation separating BPA’s two functions
would need to cover.

First, I take it that you do believe that BPA’s transmission and
marketing functions should be split. Is that correct?

Mzr. HARDY. That is correct, Senator, with a caveat, as I indicated
in my opening remarks, that the administration has yet to take a
formal position, but in terms of my view of this, yes, that is correct.

Senator GORTON. I fully understand.

Do you have a recommendation with respect to the manner in
which these two functions should be legislatively separated?

Mr. HARDY. I would have a process type recommendation. As you
are well aware, we are proceeding with a series of discussions both
in the House and the Senate side here, and with the Governors’
transition board back in the region.

At this point, these discussions are still in the educational phase,
but we are about to the phase, or we actually are to the phase now
where we need to start identifying what the issues are associated
with, say, implementing full legal separation of Bonneville. The
next step after that would be, in my view, a detailed discussion of
what options you have to address these various issues and resolve
them, and then only after that point would we proceed to actually
drafting legislation to do something.
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My main caution is, or my main counsel would be to avoid jump-
ing in right now and trying to start drafting something. I think it
would be a better consensus-builder if we started from issue identi-
fication, options for resolution, and then proceeded to drafting. I
think our probability of building a regional consensus both in the
region and back here would be greater if we approached it in that
fashion than in, say, a more traditional legislative fashion.

INDEGO PARTICIPATION

Senator GORTON. Have you reached a conclusion, even a ten-
tative conclusion yet, Mr. Hardy, as to whether or not BPA should
become, or part of BPA should become the Bonneville Transmission
Administration, serving as an independent system operator, or
should that portion of BPA participate on a non-Federal, independ-
ent system operation such as INDEGO?

Mr. HArDY. No; I have not reached a conclusion. We are actively
working with the INDEGO organization to try to resolve the var-
ious pricing and reliability and other issues that exist there. My
view of this, Senator—and again, this is a personal view as opposed
to an administration view—is that any piece of separation legisla-
tion should be agnostic on those points. It should allow Bonneville
either to become the grid operator or to participate in a non-Fed-
eral grid operator.

Senator GORTON. At its discretion?

Mr. HARDY. I believe so, but again, I have not moved that far
down the line in the reasoning. I think if you try to pick a course
in the legislation, I am not sure that is the wisest thing, or that
we know enough about that.

I think that we have a series of obstacles right now for full Bon-
neville participation in INDEGO. One is legislative. We need legal
authority to transfer the operational control of Federal assets, the
Federal transmission system, to a non-Federal party, so that
should be removed.

You have a whole series of other issues, reliability issues, pricing
issues and whatnot. For example, how are Bonneville’s environ-
mental responsibilities and cost recovery responsibilities going to
be treated if the INDEGO tariffs are not sufficient to recover our
costs.

We need a good 2 years worth of work in a contractual adminis-
trative sense, with the INDEGO participants, I think, before we
can come back and say with confidence, yes, it makes sense to join
INDEGO, or no, this will not work, and maybe we should go an-
other direction.

All T am seeking to do is to avoid prejudging those issues one
way or the other, while as part of the legislation, at least clearing
away the one legal obstacle to participation should that be deemed
the appropriate choice.

Senator GORTON. Two years from now, as we sit here questioning
you, or 2 years from the time we pass legislation authorizing you?

Mr. HARDY. We should be able to have the issues regarding
INDEGO resolved within a year’s time from today’s date, if they
are capable of being resolved at all, and I do not know whether
that is the case. I am not about to make a judgment today as to
whether that is the case. We have a lot of work to do, but I can
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assure you I have my best staff people working on this issue to try
to resolve it in a positive fashion. I think if you ask the INDEGO
participants, that is the same feedback they would give you.

Senator GORTON. What is the degree of BPA’s participation in
the present discussion with respect to the creation of an independ-
ent grid operator?

Mr. HARDY. We are extensively involved at a staff level and up
to a vice president level in our organization in the various discus-
sions and the various INDEGO subcommittees on pricing issues, on
reliability issues, on other legal issues associated with the separa-
tion.

The INDEGO participants want to make a July filing with the
FERC for their ISO. We have told them we do not think we can
be a formal part of that filing, but we can make an information fil-
ing so folks can at least tell if you apply the INDEGO tariffs to
Bonneville transmission rates what the impacts would be, and we
will keep working with them even after the filing to try to resolve
these issues. I would characterize it as a very active and high level
of participation by Bonneville staff.

Senator GORTON. But you do not believe, I take it, that you have
the present legal authority to do it?

Mr. HArDY. That is correct.

Senator GORTON. Can you give us either now or in writing the
specific legal references, statutory references which inhibit your
joining it?

[The information follows:]

INDEGO

Congress has enacted multiple provisions regarding operation of transmission fa-
cilities by the Bonneville Power Administration. Taken together, Bonneville’s legal
counsel concluded that these legislative actions are strong indications of Congress’
intent that the Administrator may not transfer control of the Pacific Northwest fed-
eral transmission facilities to a third party. If the Administrator were to join the
FERC filing for the INDEGO ISO, the Administrator would be acquiescing in a
transfer of control of the transmission system to the INDEGO. See 16 U.S.C. §838b
(Section 4a of the Federal Columbia River Transmission System Act of 1974) (Ad-
ministrator directed to operate and maintain federal transmission system within the
Pacific Northwest), and 16 U.S.C. § 824k(i)(5) (Section 212(i)(5) of the Federal Power
Act as added by the 1992 Energy Policy Act) (In transmission access cases, FERC
is prohibited from requiring the Administrator to provide transmission service if to
do so would impair the Administrator’s ability to provide transmission service to the
Administrator’s power and transmission customers in the Pacific Northwest.) In ad-
dition, a section of a 1986 Appropriations Act (The Urgent Supplemental Appropria-
tions Act for 1986) (Public Law No. 99-349, 100 Stat. 749, section 208 (1986) con-
tains bill language that states that no appropriated funds or available funds shall
be used by the Executive Branch for soliciting proposals, preparing or reviewing
studies or drafting proposals designed to transfer out of Federal ownership, manage-
ment, or control the facilities and functions of the Federal Power Marketing Admin-
istrations. This legislative language could be an issue. The Department of Energy
Office of General Counsel has not reviewed the issue of BPA’s authority to partici-
pate in INDEGO or any other ISO.

SEPARATION PROBLEMS AND ISSUES

Senator GORTON. Now, if we move in the direction of separation
in either matter, obviously we will inevitably be discussing whether
or not Bonneville’s funds ought to be placed in two separate ac-
counts, two separate funds, one transmission and one marketing.
Do you feel that that is a necessary part of separation, and what
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are the real challenges and problems facing you and facing us if we
are to make two separate funds?

Mr. HARDY. I do not know if I would go so far as to say that is
an absolute prerequisite to separation. I think it is probably desir-
able both in a substantive and in an appearance sense, but there
are major issues associated with the one fund-two funds issue.

Let me highlight a couple of the principal challenges if you go to
two funds, because if we decide to legislate, you and your col-
leagues will certainly have to grapple with this issue and make
your own judgments.

If we go to two funds, you need the same priority of payments
for each fund as presently exists with the current fund. The first
priority is to repay the supply system bondholders above all other
parties, and then the Treasury is well down the list in terms of the
priorities. If you seek to alter those priorities, you potentially un-
dermine the security behind the supply system bonds, which is first
Bonneville revenues and second, arguably, the U.S. taxpayer.

By terms of the bond resolutions, the security behind the bonds
cannot be lessened and while if ultimately the revenues of the Fed-
eral Columbia River Power System stand behind those bonds, then
you have to be very careful not to affect the security of those bonds
lest you trigger some predictable and probably adverse bondholder
reaction to that lessening of security. That is one issue, same prior-
ity of payments.

As for the second issue, you probably need an interfund loan ar-
rangement between the now-separated power function and the
transmission function such that if the power function gets in trou-
ble it has the ability either to pay off supply system bonds or to
make a Treasury payment by tapping the revenues in the trans-
mission function before you get to the point of having problems.

Senator GORTON. So obviously, because of the nature of the sup-
ply system debt, you can’t have a full divorce between marketing
and transmission pursuant to which transmission carries no re-
sponsibility whatsoever for that power system debt.

Mr. HARDY. That is correct. Ultimately, the security behind the
supply system bonds is a pledge of $2.5 billion a year of power rev-
enues on a gross basis and $0.5 billion a year of transmission reve-
nues, or a pledge of $1.5 billion a year of power revenues net of
residential exchange, and a $0.5 billion a year of transmission reve-
nues, and it is the collection of both of those revenue streams that
secures those bonds.

You cannot just take the transmission revenue stream and insu-
late it without materially affecting the security of the bonds. You
can separate Bonneville into two agencies with two separate ad-
ministrators who make independent decisions, but there has to be
an after-the-fact accounting in a financial sense, and an ability for
the power fund to call on the transmission fund to protect that rev-
enue stream. If you are to have two funds, we think that is the
best way to approach it.

I should caveat that by saying that is our best judgment as to
how to do this. This will require extensive discussions with the
bond fund trustee, with underwriters, and with others as to wheth-
er we can do this in a way that convinces the bondholders and the
bond fund trustee that we are not materially lessening the security
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behind the bonds. I simply do not know what the answer to those
questions are yet, but we think it is doable.

Senator GORTON. You said that it is highly desirable to have two
separate funds. If there are not two separate funds, if somehow or
other we keep a single fund, is there any legislation you need
under those circumstances in connection with an otherwise separa-
tion of transmission and marketing?

Mr. HArDY. Well, I think if the purpose of any legislation is to
eliminate this conflict of interest, or potential conflict that now ex-
ists with simple administrative separation, that you would still
need legislation to separate the decisionmaking powers of the head
of the transmission organization and the head of the power organi-
zation. Then you would have a single fund administrator, and
frankly we have not done any work to think of how that would
work, other than that it would be horrendously complicated.

DEBT TO THE FEDERAL TREASURY

Senator GORTON. Answer the same set of questions with respect
to the debt to the Federal Treasury. Obviously, you are not dealing
with bondholders or bond attorneys there, but we have some of the
same problems about the security of the Federal debt, do we not?

Mr. HARDY. Yes, sir; I would make the same analogies relative
to the Federal taxpayers as I would to the bondholders.

You need to have the same priority of payments. You need to
have an ability of the power fund to call on the transmission fund
before deferring a Treasury payment, and you need to have the
same kinds of mechanisms to assure, I think, taxpayers and your
colleagues outside the Northwest that the taxpayer at least is no
worse off than they are today. Hopefully, we can construct this in
several ways that the regional review suggested such that the tax-
payer is actually better off.

FISH AND WILDLIFE COSTS

Senator GORTON. Now the third big and controversial issue that
uses a lot of your money is fish and wildlife costs. Obviously, this
question comes up in connection with any separation legislation.
There are some, perhaps many, in the region who want to use the
transmission system as a source for fish and wildlife costs.

You told us that you have a study underway on that subject and
on when you run out of the ability to have a competitive trans-
mission system if too many costs are loaded on it. Would you speak
to what you are doing in that area, and when we will have some
answers from you on it?

Mr. HARDY. Senator, I would like to take that issue and put it
in a little larger context, if I could, and make it broader than just
a fish issue. I think we have got a potential cost recovery problem
post-2001.

As T explained in my opening statement, we have a goal of get-
ting to 2 cents in the year 2000. We think that will make us com-
petitive in most, but not all, market circumstances. Our intention
is to cost cut and market our way out of this issue to the maximum
extent possible.

In the event that power prices continue as low as they are today,
say, in 2001, we will probably have a cost recovery problem. At
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that point, whether you use the transmission system as a collection
vehicle I think is less specific to a particular cause or perceived
cause, like whether it is fish costs or WPPS’s cost or some other
cost. As soon as you get into cost causation you polarize the debate.

STRANDED COSTS

From my perspective, it becomes more difficult to resolve. In fact,
the FERC way of approaching this is a more traditional kind of ap-
proach, which simply says, if you have an excess of cost over reve-
nues you have a stranded cost recovery problem, or a cost recovery
problem. It is in that case that you might need a vehicle to use the
transmission system to collect some increment of additional cost if
you could not fully recover your cost through your power rates.

There are a number of ways to do that which we are just starting
to get into with the Governors’ transition board, and I suspect ulti-
mately with you and other members of the delegation.

One option—not the only one, but one option is to use the trans-
mission system as a collection vehicle for some increment of those
costs. It has both problems and potential virtues in different re-
spects.

The transmission system is at least physically usable for that
purpose, and even with existing legal authorities we probably could
put a general transmission charge at or on the transmission system
and collect costs up to some level. Even though that would clearly
face a legal challenge, it is probably the most readily available ve-
hicle at the wholesale level to collect those costs.

On the other hand, you cannot put too many costs on the trans-
mission system without encouraging build-around or creating other
problems where you’re going to price your transmission system out
of the market. The study we have underway, which we intend to
take out to the region probably next month, is looking at what is
the crossover point, or the point where you load so many costs on
that you encourage massive build-around and you lose customers.

Senator GORTON. But you will inevitably have a demand to spend
all the money up to that break point, will you not?

Mr. HarDY. I think that depends on how you structure it, and
if the market improves post-2001 you may not need to use this at
all. If the subscription process and the regional review are success-
ful you may not need to use it, and again, from my view, if you
are talking about the cost recovery mechanism it probably makes
most sense to say, let us try and make the subscription process
work and solve our problems that way. And that probably includes
some administrative agreement to extend the fish memorandum of
agreement, to get some certainty in post-2001 fish costs. Then any
stranded cost charge or cost recovery charge would be—even if you
legislated—it would be on a contingent basis.

And if you fully recovered your cost because everybody was fully
subscribed in 2001 you would not need to use it. Therefore, I do
not think there is a guarantee that costs automatically would flow
up to that level. If they did it would defeat the very purpose for
which you put it on there in the first place.
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CORPS NORTHWEST DIVISION LOCATION

Senator GORTON. Thank you. General Griffin, I missed your
point on the dual headquarters. One is Portland. Where do you fly
back and forth between?

General GRIFFIN. Sir, that would be Omaha, the former Missouri
River Division headquarters.

Senator GORTON. I want you to tell me simply from your own
point of view as to whether or not we did a wise job when we re-
quired that consolidation. Is there anything gained in having a sin-
gle office for both the Missouri River and the Columbia River in ef-
ficiency, or could they be run better the way they were run before?

General GRIFFIN. Sir, the answer to your question is yes, you did
help us. While there are no short-term gains, we basically have two
regional offices. We know that we are going to continue to have
cuts, and over time we can take advantage of some of the effi-
ciencies of having two offices, and sir, the other thing is, as you
know, the Army is downsizing and we have fewer general officers.

We have colonels commanding divisions now. But the Corps is
committed to putting one colonel 06 and a Senior Executive Service
civilian in each location, and so I will have two deputies, two re-
gional deputies and two senior civilians to work those regional is-
sues and then command both.

So it is doable, and what it does is put a general officer between
those two offices and the headquarters to represent their issues
and weigh in accordingly.

Senator GORTON. Thank you.

Senator Craig, you were first here.

Senator CRAIG. Mr. Chairman, thank you.

Of course, I mention fish recovery systems on the Snake and fish
mitigation, and all of those are part of our budget considerations
this year. They are going to be important to the entire Pacific
Northwest. But let me take advantage of the gentlemen before us
with several questions.

First of all, let me welcome you to the subcommittee, and Randy,
you have addressed a series of questions that the chairman has
been concerned about, and those are of mutual concern, I think, to
all of us in the Pacific Northwest that find you in our service area,
and we appreciate it.

INDEPENDENT GRID OPERATOR

When you talked about independent grid operations for an inde-
pendent grid operator, and Bonneville’s role in that and the need
for possible legislation, is there a constitutional question in BPA’s
participation, and how might that problem be addressed? Do you
think we can legislate around that?

Mr. HArRDY. Maybe. Before you get to the constitutional issues,
there is a pure legal issue that has to do with transferring oper-
ational control to non-Federal owners. That is the first threshold
that you have to get over.

Beyond that, at some level are constitutional issues of how far
down the road can you go with non-Federal officials telling Federal
officials what to do, and that really depends on what the structure
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of the grid operator is. The stronger the grid operator, the more
likely it is that you bump into constitutional kinds of questions.

I think you can work around that by ultimately giving the Bon-
neville Administrator the ability to withdraw from the grid opera-
tor or to veto certain decisions if they cannot be consistent with the
other statutory mandates.

Senator CRAIG. But how do we then get full participation if the
500 pounder on the block has that authority? I mean, we are going
to have some frustration among independent operators, are we not?

Mr. HArDY. That is a potential result, but again it depends very
much on what the structure of the grid operator is. If you have a
so-called weak ISO or IGO that, for example, does not have author-
ity—and I am not arguing for this. Frankly, I would argue the con-
trary on a generic basis outside of Bonneville’s issues.

But if you had a weaker ISO where, for example, that grid opera-
tor did not have the authority to require a particular utility to
build new facilities if that ISO judged that they were appropriate,
so the ISO could not tell Idaho Power, or tell Bonneville to build
this new transmission line from point A to point B, chances are you
would have a lot better opportunity to avoid the constitutional
kinds of issues that I just described.

If, on the other hand, you have a stronger ISO that does have
that ability to order investment decisions to be made and other
kinds of decisions, the potential of bumping into that conflict is
greater. It is there. I cannot tell you whether it is way off in the
distance or whether it is right up in our face right now until we
have a structure design for INDEGO that specifies what the roles
and the responsibilities of the various parties are, and I think that
most of that problem can be legislated around, but I cannot tell you
with complete assurance that it can all be successfully dealt with.

COST RECOVERY

Senator CRAIG. In one of your responses to Senator Gorton you
talked about the amount of cost that you can allow the trans-
mission system to bear. Are you suggesting that some of the fish
cost be borne by transmission, fish cost that you are experiencing?

Mr. HARDY. No; what I am suggesting is that I think the best
way to handle this problem is not to try to tie it to a particular
increment of fish cost or a particular increment of WPPS cost or
assign a causal factor to it. Simply, Bonneville’s costs are whatever
they are. Given the cost cutting that I have just described, any rev-
enues are the best you can make them, and in 2001, if you have
an excess of costs over revenues, you have a cost recovery problem.

And then you have a mechanism, whether it is a transmission
surcharge or some other mechanism to recover that increment of
costs both to assure the security behind the supply system bonds
and to protect the taxpayer. I think that is the logic.

It seems to me that the best way to approach that issue is to deal
with it in a general revenue recovery sense, which is the way
FERC treats it when it identifies stranded costs in its order 888
rulemaking. That is procedurally the way that they specify it as op-
posed to trying to go in and identify some increment of cost that
has a particular label on it which would be completely subjective
anyway. I think we would be more successful using that kind of
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FERC precedent and then trying to apply it to Bonneville’s unique
circumstances.

TRANSMISSION OPERATIONS AND MAINTENANCE COSTS

Senator CRAIG. Well, recently you contracted with a private con-
sultant to determine that even with adjustment for system size and
other requirements your transmission O&M costs were 25 percent
higher than other operators, such as some of the private investor-
owned utilities. Could you discuss the findings of this report and
provide a copy of that report to the subcommittee?

Mr. HARDY. I certainly can provide a copy of the Bonneville sum-
mary of the findings provided by the consultant. We did it to
benchmark our transmission cost against those of other providers.
I would observe that yes, we are somewhat higher than some pro-
viders, and we are very much lower than many other providers, but
there are a number of factors associated with that. I would be
happy to provide the summary to the committee.

BONNEVILLE’S SUMMARY OF CONSULTANT FINDINGS

In January of 1996, BPA contracted with the consulting firm of Putnam, Hayes
& Bartlett, Inc. (PHB), to apply their “statistical benchmarking” method for identify-
ing a utility’s potential for improving its cost efficiency to BPA’s transmission costs
from fiscal year 1994. Their method relies on FERC Form 1 reported costs and other
data from U.S. investor-owned utilities to build multiple regression models that may
be used to predict the expected average cost performance for a transmission utility
given its unique system characteristics; for example, its service territory size, volt-
age levels, and line miles. By comparing a utility’s actual costs to its predicted costs,
they are able to estimate a cost savings potential. Then, by ranking utilities on the
basis of estimated cost saving potential, individual utilities can see their relative
performance as compared with other transmission-owning utilities across the U.S.
or within their own geographic area. Statistical benchmarking is intended as an in-
ternal management tool to promote cost efficiency and is used in conjunction with
process re-engineering and efforts to identify industry best practices.

The findings presented to BPA only compared cost efficiency performance for
transmission total cost, capital cost, and O&M cost compared to investor-owned util-
ities in the Western System Coordinating Council, or WSCC, region. Since the anal-
ysis depended on Federal Energy Regulatory Commission (FERC) Form 1 data for
investor owned utility comparison, only those three categories of costs were avail-
able for comparison. The findings indicated that BPA would need to reduce its
transmission total costs by 32 percent, reduce transmission capital costs by 32 per-
cent, and reduce transmission O&M costs by 17 percent to achieve an average cost
efficiency performance for the group of investor-owned utilities in the WSCC ana-
lyzed by PHB.

Previous benchmarking studies, that did not control for differences in utility sys-
tem characteristics, portray a BPA transmission utility with costs and performance
characteristics that were about average or better compared to other transmission
utilities. Likewise, comparisons of BPA’s transmission rates with those of other util-
ities in the WSCC reveal better than average price performance for BPA.

The PHB study adjusted BPA’s costs to offset (i.e. seeks to remove) the effect of
BPA’s lower average cost of capital, approximately 7 percent, which reduces the
total cost of capital investments. If BPA were to invest in the same piece of equip-
ment as an investor-owned utility with an average cost of capital of about 11 per-
cent, BPA’s costs, including the interest on the capital borrowed to fund the pur-
chase and the absence of a return on investment, would be higher. BPA’s average
cost of capital (i.e. money) contributes to lower total costs and lower capital costs
for the BPA transmission system compared to the same system operated as an in-
vestor-owned utility. The PHB findings remove this cost of money factor.

The PHB study controls for (i.e. seeks to remove) the economy of scale effect in
which the effect of higher voltage facilities is an economy of scale in which the de-
sign of the transmission facilities contributes to increased cost efficiency from the
ability to transmit more power more efficiently and with fewer facilities and, there-
fore, lower cost per megawatt hour transmitted. For example, it takes roughly a
200-foot wide right-of-way, or ROW, to build two parallel 115 kilovolt (kV) trans-
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mission lines as compared to constructing a single 500 kV transmission line requir-
ing a 150-foot ROW. Wider ROW requirements mean greater costs of ROW clearing
and vegetation management.

Two factors may have played a significant role in offsetting the effects of BPA’s
lower average cost of capital and the economy of scale inherent in the BPA trans-
mission system: (1) BPA’s traditional obligation to develop high-voltage main grid;
and, (2) interconnection facilities for federal and other Northwest power trans-
mission and BPA’s determination to provide a high level of system reliability. These
factors would tend to result in capital investment occurring in anticipation of future
transmission constraints, causing a lower utilization of facilities which means that
costs per unit of power transmitted would tend to be higher.

The results of the PHB statistical benchmarking study that show a greater poten-
tial for efficiency improvement in capital costs as compared to transmission oper-
ation and maintenance costs appear to support the view that BPA’s interpretation
of its statutory obligation to serve load lead to a greater rate of capital investment
compared to investor-owned utilities in the WSCC. The ability of the federal trans-
mission interties to accommodate substantial swings in the amount of Northwest
hydropower available for export to California supports this hypothesis as well. In
short, we have historically built a very robust transmission system to ensure that
the needs of all regional utilities, particularly northwest investor owned utilities,
were fully accommodated.

The planned level of reliability is another contributing factor to a utility’s total
cost of transmission. The amount of facilities developed and the designs of facilities
have both cost and reliability consequences. BPA’s transmission system is more reli-
able than the average reliability of transmission utilities in the WSCC, this may be
part of the reason that BPA’s transmission system is not as cost efficient in the find-
ings of the PHB study. Ideally, statistical benchmarking would consider differences
in system reliability and their effects on the cost efficiency of different transmission
utilities. However, information on transmission reliability is not available and,
therefore, cannot be used to control for the effects of those differences across utili-
ties.

Nonetheless, BPA has participated in other benchmarking studies in which com-
parisons of system reliability were performed, such as the Theodore, Barry & Associ-
ates, or TBA, 1995 transmission and distribution benchmarking study. In those
studies, BPA has compared favorably, ranking in the top 10 percent of participating
utilities in terms of System Average Interruption Duration Index, or SAIDI, and in
the top 25 percent of System Average Interruption Frequency Index, or SAIFI.
(Theodore, Barry & Associates, 1995 Electric Transmission and Distribution Best
Practices Survey.) BPA’s transmission reliability standards and performance targets
may be important contributing factors in BPA’s higher capital and O&M cost in the
PHB benchmarking findings because of the reliability for cost-of-service tradeoff.
Since the identities of participating utilities are kept confidential in the TBA
benchmarking studies, BPA was not able to incorporate the reliability information
into the PHB statistical benchmarking study.

The findings of the PHB statistical benchmarking study were transmitted to BPA
informally. No formal report was prepared by the consultant or BPA on the statis-
tical benchmarking study. The original contract price for the study did not include
the preparation of a formal report by the consultant. Regression equations and tab-
ular results were transmitted to BPA in the form of letters and faxes from the con-
sultant. BPA requested an estimate from the consultant for additional follow-on
work and preparation of a formal report of the study. Given the price of contracting
for a formal report and follow-on effort by the consultant and considering that BPA
already had the major benefit of the cost performance findings to use in its re-engi-
neering initiatives, BPA declined to contract for the additional work.

RESIDENTIAL EXCHANGE RATES

Senator CRAIG. Very good. I understand that you just reached an
agreement with Pacificorp on residential exchange rates. Can you
tell us about the settlement and its impact on ratepayers?

Mr. HarDY. I think it will be good news for Idaho ratepayers. We
worked hard. We settled with PG Power about 2 or 3 months ago,
and we have been negotiating with Pacificorp for its southern
Idaho loads for the last, I would say, 2 months in earnest. Negotia-
tions with both companies have moved along.
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As a result of the 7(b)(2) provision of the regional act, we basi-
cally, as you know, reduced residential exchange benefits to all ex-
changing IOU’s, and we have been working now to try to mitigate
that rate impact.

The agreement we reached with Pacificorp was basically a split-
the-difference kind of arrangement where we paid out or had a
higher exchange payout than otherwise would have been the case,
in all likelihood, to Pacificorp to be passed through their rate-
payers. Pacificorp similarly agreed to work with the State of Idaho
and others to try to mitigate those rate impacts both prospective
and, as I understand it in Pacificorp’s case, to some extent the ret-
roactive impacts.

Our principle at Bonneville which Pacificorp, and we both agreed
to, was a sharing of the pain associated with the rate impact so you
did not have a step function where all of a sudden at the end of
this fiscal year you had a precipitous drop in exchange benefits and
a consequent increase in rate impacts to irrigators and to other
critical loads in Idaho. We sought to phase that in over the remain-
ing 4 years of the exchange, and that is what we have done.

Senator CRAIG. General, you have already responded to the
chairman on a variety of questions. I think the one that I was most
interested in was where you felt your authority rested as it related
to drawdown. You have been clear on that, and I appreciate that,
because as you prepare to provide us an understanding of the stud-
ies involved I think we have outlined a good number of concerns
besides fish as to the kind of impact that a drawdown could have.

When I sit at the upper end of all of those pools we are extremely
concerned about the economics of losing some of our capacity to
move freigh