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Initiative 2001 Status

Human Capital—Education has not completed an inventory of its staff ’s current skills or a
workforce restructuring plan to align its workforce with its mission and goals.

In the year ahead, Education will give high priority to identifying areas in which its staff needs
to develop skills, developing training strategies to ensure employees have the necessary
knowledge to meet changing work demands, and taking advantage of recruitment tools so the
Department can attract high-quality employees.

•
Competitive Sourcing—Education has not completed its plan permitting the private sector
to compete to perform tasks that are done by the government workforce but are commercial
in nature. The 2002 goal calls for competing 43 commercial positions. Education’s existing
inventory of commercial positions excludes many activities that could appropriately be
reclassified as commercial, such as human resource clerks and administrative assistants.

In 2002, the Department will develop a competitive sourcing plan and reevaluate its inventory
of commercial positions. Education expects to meet or exceed the 2002- 2003 target to
competitively source 15 percent of its commercial positions.

•
Financial Management—For 2000, the Department of Education received a “qualified”
opinion on its financial statements. The auditors continued to cite material weaknesses from
prior audits, including failure to reconcile financial data from different sources and inadequate
internal controls. In 2000, the general ledger was not compliant with federal requirements.

The Department is taking aggressive steps to fix past problems. This year, it will implement
Oracle Federal Financials (an accounting package), prepare quarterly instead of only annual
financial statements, and reconcile transaction-level data with summary balances in the
general ledger. Because of these changes, the Department of Education expects to achieve a
clean audit opinion for the 2002 financial statements.

•

E-Government—Performance has been mixed. Capital asset plans justifying information
technology expenditures have improved but some still do not address statutory requirements.
There has been success in using new technologies to simplify students’ access to financial
aid, such as using electronic signatures for aid applications and promissory notes. Yet the
Department’s failure to implement mandated planning requirements could lead to unwise
investments or the use of obsolete technologies.

Plans to reform data collection for elementary and secondary programs, as well as student
loans are under development.

•
Budget/Performance Integration—While recognizing the importance of linking public
education investments to evidence of program effectiveness, the Department of Education
has not yet put in place administrative actions to implement this policy. The Department has
decided to modify significantly the program performance goals developed by the previous
Administration but has no alternative method for measuring and reporting on performance. For
2003, performance measures and evaluation strategy will be developed for key programs.

•
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Department of Education
(In millions of dollars)

Estimate2001
Actual 2002 2003

Spending:
Discretionary Budget Authority:

Elementary and Secondary Education
Title I Grants to LEAs.......................................................... 8,763 10,350 11,350
Even Start............................................................................. 250 250 200
Reading Excellence/Reading First and Early Reading

First................................................................................... 286 975 1,075
Impact Aid............................................................................. 993 1,144 1,141
Educational Technology State Grants .............................. 872 700 700
Teacher Quality State Grants ............................................ 2,225 2,850 2,850
Safe and Drug Free Schools State Grants ...................... 439 472 472
21st Ctry. Community Learning Centers.......................... 846 1,000 1,000
State Assessments ............................................................. — 387 387
Choice Demonstration ........................................................ — — 50
English Language Acquisition ........................................... 460 665 665
IDEA Part B State Grants................................................... 6,340 7,529 8,529

Job Training
Vocational Rehabilitation State Grants (non-add) .......... 2,400 2,481 2,616
Vocational Rehabilitation Incentive Grants ...................... — — 30
Vocational and Adult Education ........................................ 1,804 1,934 1,898

Higher Education
Pell Grants 1 ......................................................................... 8,756 10,314 10,863
Historically Black Colleges and Graduate Institutions ... 230 255 264
Hispanic-Serving Institutions ............................................. 68 86 89
TRIO Programs.................................................................... 730 802 802
GEAR UP ............................................................................. 295 285 285

Education Research, Statistics and Assessment
Research and Dissemination............................................. 186 189 243
Statistics and Assessment ................................................. 120 197 190

All other programs.................................................................... 6,461 8,136 8,042
Subtotal, Discretionary budget authority adjusted 1, 2.............. 40,124 48,520 51,125

Remove contingent adjustments ....................................... −21 −20 −20
Discretionary modification of a mandatory account ....... — — 795

Total, Discretionary budget authority ........................................ 40,103 48,500 50,310

Emergency Response Fund, Budgetary resources ................. — 10 —

Mandatory Outlays:
Federal Direct Student Loans................................................. 255 −26 212
Federal Family Education Loans............................................ −2,404 2,584 3,023
Legislative proposal ................................................................. — — 45
All other programs.................................................................... 2,006 2,139 2,462

Subtotal, Mandatory outlays adjusted 2 ..................................... −143 4,697 5,742
Remove contingent adjustments .......................................... –2 –3 –2

Total, Mandatory outlays .............................................................. −145 4,694 5,740
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Department of Education—Continued
(In millions of dollars)

Estimate2001
Actual 2002 2003

Credit activity:
Direct Loan Disbursements:

Federal Direct Student Loans (FDSL)................................... 10,764 11,162 11,972
FDSL Consolidations ............................................................... 7,402 8,643 5,307

Subtotal, FDSL disbursements ................................................... 18,166 19,805 17,279
Other direct loans ..................................................................... −12 −39 −35

Total, Direct loans ......................................................................... 18,178 19,844 17,314

Guaranteed Loans:
Federal Family Education Loans (FFEL) .............................. 23,582 25,920 27,855
FFEL Consolidation ................................................................. 6,955 8,335 6,877

Total, Guaranteed loans ............................................................... 30,537 34,255 34,732

1 The 2002 estimate does not include $1,276 million requested in supplemental funding to cover a
shortfall in the Pell Grant program.
2 Adjusted to include the full share of accruing employee pensions and annuitants health benefits.
For more information, see Chapter 14, "Preview Report," in Analytical Perspectives.
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The President’s Proposal:

• Fulfills the President’s commitments to increase conservation and clean power
through the Weatherization Assistance Program and the Coal Research Initiative;

• Invests in a new, fuel-efficient automotive technology venture—Freedom CAR—to
develop technologies, such as hydrogen-based fuel cells that will reduce reliance
on imported oil;

• Strengthens the security of the United States through the military application of
nuclear energy and reduces the global threat from terrorism and weapons of
mass destruction;

• Accelerates the cleanup of nuclear waste and advances reforms that will result
in more cleanup at less cost while protecting workers, the public, and the
environment; and

• Provides a new tax credit for the purchase of hybrid and fuel cell vehicles.

Department of Energy

Spencer Abraham, Secretary

www.energy.gov 202-586-8100

Number of Employees: 15,000 Federal and
100,000 Contractor

2002 Spending: $19.1 billion

Facilities: Twelve operations and field offices
oversee four Power Marketing Administrations,
26 laboratories, and 24 other facilities.

The Department of Energy (DOE) has
four major functions. These are: 1) national
security; 2) environmental quality; 3) science
and technology; and 4) energy resources. In
the area of national security, the National
Nuclear Security Administration maintains
the nation’s nuclear weapons stockpile
and manages non-proliferation efforts
to reduce threats from weapons of mass
destruction. The environmental quality
function is largely conducted by the Office of
Environmental Management, which cleans up
the environmental contamination resulting
from over 50 years of nuclear material
production. The Office of Science sponsors a

broad range of basic research that supports other DOE programs and operates a suite of scientific
facilities for the benefit of the entire U.S. research community. Finally, the Offices of Fossil Energy,
Nuclear Energy, and Energy Efficiency and Renewable Energy conduct applied research aimed
at improving energy conservation and supply. Recently, Secretary Abraham declared that the
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Department’s single overarching mission is supporting national security, which includes energy and
economic security. This mission provides direction to all four functions as described below.

Overview

The Department faces some of the most daunting technical challenges of any federal agency. For
instance, DOE must certify the safety and reliability of the nation’s nuclear stockpile—and do so
without nuclear testing. It must clean up sites contaminated by over 50 years of weapons testing
and production—an area equal in size to Rhode Island and Delaware combined. The Department
must design, site, build, and operate a 10,000-year repository to safely store the nation’s nuclear
waste. DOE also sponsors an extensive research portfolio encompassing issues ranging from the
universe’s earliest matter to how to make homes more energy efficient. It carries out most of these
tasks using a contractor workforce operating both an aging infrastructure and many large, expensive,
one-of-a-kind research facilities. In all these areas, careful planning, rigorous prioritization, and
management reforms are particularly important for improving DOE’s performance.

Secretary Abraham announced national security as DOE’s primary mission in October 2001. He
established the following priorities:

• Supporting homeland defense with a focus on the threat of weapons of mass destruction and
emphasis on nonproliferation efforts abroad; guaranteeing the safety and reliability of the
nuclear stockpile, and ensuring that research and development (R&D) and production plans
support the Administration’s nuclear strategy; and providing safe, efficient, and effective
nuclear power for Navy ships;

• Assuring energy security through infrastructure protection; implementing the President’s
National Energy Policy; exploring new energy sources and technologies with dramatic
environmental benefits; and directing R&D budgets to innovative new ideas while ensuring
application of mature technologies; and

• Accelerating the cleanup and closure of sites where there is no longer a national security
mission.

Improving management and performance is the unifying theme of the 2003 President’s Budget.
The Administration’s proposals to return value to the taxpayer and address performance issues are
organized along the four main “functional areas”: National Security; Environmental Management;
Science and Technology; and Energy Resources. Nonetheless, safeguarding national security remains
the paramount objective.

National Security

Created by Congress in 1999, the DOE’s National Nuclear Security Administration’s (NNSA)
mission is to strengthen the security of the United States by: 1) applying nuclear science and
technology to military purposes; and 2) reducing the global threat from weapons of mass destruction.
To accomplish this mission, NNSA manages defense-related programs to:

• maintain and enhance the safety, security and reliability of the nation’s nuclear weapons
stockpile;

• provide the Navy with safe and effective nuclear propulsion plants for ships; and

• prevent the spread of weapons of mass destruction and their components.

2003



THE BUDGET FOR FISCAL YEAR 2003 121

Stockpile Stewardship

Since 1993, DOE has developed and is operating the Stockpile Stewardship program to certify
the safety and reliability of the U.S. nuclear stockpile in the absence of underground testing. NNSA
achieves this goal by relying on improved science, technology, and computational techniques to
detect and predict problems in the aging nuclear stockpile. NNSA is also charged with effectively
maintaining and refurbishing existing nuclear warheads, as well as sustaining the design and
manufacturing base to produce a new weapon if required.

The B-61 bomb, undergoing refurbishment, has approximately

6,000 component parts.

To maintain a safe and reliable nuclear
deterrent, NNSA’s federal workforce of about
1,700 oversees a vast complex that includes
Los Alamos, Sandia, and Lawrence Livermore
national laboratories; the Nevada Test Site;
and extensive production facilities in Amarillo,
Texas, Kansas City, Missouri, Aiken, South
Carolina, and Oak Ridge, Tennessee. These
facilities have a combined contractor workforce
of approximately 25,000. This complex carries
out four kinds of activities:

• Directed Stockpile Work programs
support DOD’s nuclear weapons
requirements by maintaining and
refurbishing warheads to ensure their
safety, reliability, and performance.
Programs include research, development, and production associated with weapons
maintenance, life extensions, and certification of continued reliability. For example, NNSA
is in the process of refurbishing an aircraft-delivered weapon, the B-61 bomb, which first
entered the stockpile in 1979.

• Science Programs develop and maintain capabilities needed to certify the reliability of the
nuclear stockpile into the future. One example is the Inertial Confinement Fusion Ignition
Campaign that includes construction and operation of the National Ignition Facility at
Lawrence Livermore Laboratory in California. This is a technically challenging effort that
has led to significant cost growth and delays. However, because this facility is important to
understanding the physics of nuclear explosions, DOE continues to place a high priority on
allocating a significant amount of resources to it. DOE laboratories also operate some of the
world’s largest and fastest computers to perform advanced simulations of nuclear weapons
explosions. The size and speed of these computers enable DOE to perform calculations and
simulations that, previously, were impossible to perform because of their complexity.

• Infrastructure Programs operate and maintain existing facilities and construct new facilities
that underpin the stockpile work. Since the end of the Cold War, some of these facilities have
decayed, and NNSA is beginning to improve conditions.

• Security Programs protect the nuclear warheads and their supporting facilities, whether
mobile or stationary.

Managing the Stockpile Stewardship program without nuclear testing has proven to be
challenging, because much of the work requires DOE to use new and untested techniques.
Throughout the Cold War, DOE maintained a viable nuclear stockpile by designing and producing
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new weapons every 15 to 20 years. New production and underground testing ensured the
effectiveness of the weapons.

However, the United States last produced a new weapon in 1991, and last conducted a nuclear
test in 1992. Now, DOE must develop new tools to manage the stockpile without the type of design
and testing that has supported the stockpile since 1945. This work will remain critical even as DOD
draws down the number of operationally deployed warheads to between 1,700 and 2,200 over the
next 10 years.
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Stockpile Stewardship and Related
FundingIn billions of dollars

For those reasons, NNSA’s stockpile
stewardship program is a fast-growing effort.
Funding has grown by 88 percent since
1995. The accompanying graph shows the
growth in funding since 1995 for stockpile
stewardship work, the infrastructure that
underpins that work, and the associated
security requirements. The 2003 Budget
requests $6.1 billion for Stockpile Stewardship
and associated administrative activities, $455
million above the 2002 level. Beyond 2003,
the Administration will work with DoD to
provide resources to meet DOE’s requirements
outlined in the Nuclear Posture Review.

Naval Reactors

In 2003, the Naval Reactors program will add to
its record of 124 million miles steamed without
a reactor accident or a significant release of
radioactivity into the environment.

One true success story of the nuclear age
is the development and operation of safe and
reliable nuclear-powered warships. DOE’s
Naval Reactors Program is responsible for
all naval nuclear propulsion work, beginning
with technology development, continuing
through reactor operation and, ultimately, to
reactor plant disposal. The program ensures the safe operation of the reactor plants in operating
nuclear-powered submarines and aircraft carriers (comprising about 40 percent of the Navy’s
major warships), and develops new nuclear propulsion plants to meet evolving national defense
requirements. By the end of 2003, the goal is to complete 99 percent of the design of the next
generation of submarine reactors and to continue work on the design of the next generation of
aircraft carrier.

Preventing the Spread of Weapons of Mass Destruction

Preventing the spread of weapons of mass destruction around the world is vital to the nation’s
security. The importance of this was made clearer after the September 11th terrorist attacks. This
Administration is fully committed to a comprehensive nonproliferation effort that will reduce the
threat of weapons of mass destruction and stop the flow of the materials and expertise required to
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build such weapons. The President’s Budget includes a significant funding increase to step up efforts
in these programs.

The NNSA will manage over $1 billion in nonproliferation programs in 2003 aimed largely at
securing or eliminating materials in states of the former Soviet Union. NNSA focuses its efforts on
those activities that do the most to minimize the potentially catastrophic results of these weapons or
materials falling into the wrong hands. For example,

…And almost every state that actively sponsors
terror is known to be seeking weapons of mass
destruction and the missiles to deliver them at
longer and longer ranges… Working with other
countries, we will strengthen nonproliferation
treaties and toughen export controls. Together,
we must keep the world’s most dangerous
technologies out of the hands of the world’s most
dangerous people.

Remarks at the Citadel
President George W. Bush

December 11, 2001

• NNSA operates a program, known
as International Nuclear Materials
Protection and Cooperation, to secure
nuclear materials in the former Soviet
Union. These programs include
upgrading security at Russian nuclear
sites, securing fissile materials that
could be used to build weapons, and
improving security at Russian borders.
By the end of 2003, NNSA will have
supported completion of comprehensive
security upgrades to 54 of 95 identified
former Soviet nuclear sites and will
have begun work to secure roughly 80
percent of the weapons-grade nuclear
material at these sites.

• NNSA manages international security programs aimed at limiting the production of
weapons-usable fissile material, facilitates retrieving and securing radioactive spent nuclear
fuel, helps engage Russian scientists in non-weapon-related projects, and assists Russia in
downsizing its nuclear weapons complex.

• NNSA’s Nonproliferation Research and Development program develops technologies needed
to detect and deter nuclear proliferation abroad, and to detect and respond to chemical and
biological attacks in the United States.

• NNSA’s Fissile Material Disposition Program covers activities in both the U.S. and Russia to
dispose of weapons-usable fissile materials such as enriched uranium and plutonium. The
2003 Budget supports the first year of a newly-revised program for plutonium disposition.
Beyond 2003, the Administration is committed to providing the resources necessary to fully
support this new plan.

While the nonproliferation programs are critical to national security, DOE in previous years has
been slow to spend the funds the Congress provided. A key impediment has been timely access to
Russian sites, which sometimes requires lengthy negotiations. The Administration is committed to
resolving problems and accelerating its nonproliferation effort.

Status Report on Select Programs

The Administration is reviewing programs throughout the federal government to identify strong
and weak performers. The budget seeks to redirect funds from lesser performing programs to
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more effective or higher priority programs. The following ratings of selected DOE programs are
illustrative. Some programs are discussed in more detail in this chapter.

Program Assessment Explanation

National Nuclear
Security
Administration—Naval
Reactors

Effective Outputs are identifiable and make key contributions to national
security. Delivery schedules are consistently met. Contracts
have positive and negative incentives, and include performance
requirements.

National
Nuclear Security
Administration—
Weapons Activities

Moderately
effective

Certifies safety and reliability of nuclear weapons stockpile and
maintains a high-quality scientific capability. However, it needs to
improve its long-range planning and resource allocation process and
better link stockpile requirements to available resources.

Defense
Environmental
Restoration and
Environmental
Management

Ineffective Many sites are behind schedule for cleanup. Completion costs are
escalating. “Compliance agreements,” signed before the breadth
of problems was known, make it difficult to effectively manage the
program.

Office of Science Effective Supports world-class basic research. Effectively operates a large
suite of scientific user facilities.

Fossil Energy R&D Ineffective Broad mission, lack of investment criteria and unmeasurable
performance goals allow for funding of virtually any project. This leads
to corporate subsidies. Program has contributed little to improving the
prospects for new energy technology.

Nuclear Energy,
Science and
Technology

Ineffective Resists competitive, peer-reviewed research awards. Resource
allocation does not support priorities identified by external experts.
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Environmental Quality
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Number of Environmental Management
Sites Cleaned Up

Environmental Management

Decades of nuclear weapons production
and energy research have generated vast
amounts of hazardous waste and radioactive
contamination. The Environmental
Management (EM) program is responsible
for cleaning up 114 sites where the Energy
Department and earlier government agencies
tested and produced nuclear weapons or
conducted nuclear energy research. In 1998,
the EM program published Accelerating
Cleanup: Paths to Closure, which outlined a
plan to complete the 53 sites remaining (one
site was added to the list after Accelerating
Cleanup was published), at an estimated cost
of $147 billion during the period 1997 to 2070.
The current cost estimate for cleaning up this set of 53 sites is $220 billion, an increase of 50 percent
in just three years. As of 2001, DOE has completed 14 of those 53 sites.

What accounts for these delays and cost increases? Some result from technical uncertainties. But
another problem is that the program has become less focused on cleaning up sites and has instead
turned into a local “jobs” program. The Administration finds 2070, well beyond the life span of most
Americans alive today, as an unacceptable deadline to complete the cleanup of existing sites.

Progress vs. Payroll

In 2000, DOE reallocated $30 million from
priority cleanup projects at Savannah River, S.C.,
Hanford, Wash., and Idaho National Lab. The
Department decided to use these funds instead
to revive the EM laboratory-directed research
and development program suspended by the
Congress and to employ workers displaced when
the Congress terminated the DOE Office of Field
Integration.

For more than a decade, the General
Accounting Office has designated DOE’s
contract administration and management of
its EM projects as a high-risk area, vulnerable
to fraud, waste, and abuse. Problems in
this area include cost and schedule overruns
and DOE’s inability to hold contractors
accountable. At the Savannah River site in
South Carolina, for example, the EM program
selected a process to separate radioactive
waste from liquids in storage tanks. In 1985,
EM estimated it would take three years and
$32 million to construct the necessary facility.
In 1999, after more than a decade of delays
and spending about $500 million, the EM program terminated the project because the facility could
not operate within required safety margins. Problems of this type persist. The accompanying figure
shows the change since 1989 in estimated costs to clean up the five major sites. Some of the variance
is due to more complete information regarding the extent of contamination, but the program has
also failed to meet cost, schedule, and performance goals.
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Today, the Department recognizes the
significant management challenges facing the
EM program and is moving to meet them.
In March 2001, Secretary Abraham ordered
the Office of Environmental Management
to do a top-to-bottom review and identify
ways to improve performance. Management
improvements instituted by the Department
will accelerate cleanup and lower costs. The
program is scheduled to complete cleanup of
Missouri’s Weldon Spring site in 2002, and
Kentucky’s Maxey Flats Disposal site in 2003.
The total number of EM sites completed by
the end of 2003 will be 76 of 114.

Environmental Management Performance

Rating CriteriaGeographic Site

Mission Performance Reform

Overall

Idaho National Lab, ID • • • •
Savannah River, SC • • • •
Hanford, WA • • • •
Rocky Flats, CO • • • •
Oak Ridge Reservation, TN • • • •

The EM scorecard above presents the Administration’s baseline assessment of performance
at the five largest EM sites as of early 2001. These sites account for roughly 60 percent of
EM’s total resources, or about $3.8 billion a year. This evaluation is based upon the following
criteria: “mission” assesses whether plans and resources are adequately focused on completing site
cleanup; “performance” evaluates whether cleanup activities are consistent with cost, schedule, and
performance baselines; and “reform” indicates whether sites recognize performance problems and
are attempting to improve performance.

• Even though the Idaho National Engineering and Environmental Laboratory receives
substantial earmarked funding through the EM Office of Science and Technology, it is unable
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to complete projects on time and within budget. The Administration proposes accelerating
the completion date from the current date of 2050 and closing the lab.

• The Savannah River Site spent $500 million on a radioactive waste treatment plant that
could not operate as required, yet DOE rewarded the contractor with a contract extension
in 2000. The site resists project management improvements, and it too should be placed on an
accelerated cleanup track.

• Hanford appears to be improving its management, despite a history of significant problems
managing large capital projects and a cleanup that is behind schedule and over budget.

• Rocky Flats has generally performed well, but recent schedule slippage for critical-path
nuclear material stabilization raises concerns about attaining the primary goal of closure by
December 2006.

• Oak Ridge has performed reasonably well. The site has focused on the easy work, not on higher
risk reduction activities. This misdirection of effort accounts for the mediocre rating for the
site.

The President proposes $6.7 billion for the Environmental Management program. This amount
includes $800 million in a new “reserve” fund to implement fundamental program changes, with the
expectation that the proposed reforms will improve cleanup efficiency by completing construction
projects within baselines, reducing the cost of waste treatment and disposal, and integrating cleanup
strategies across different sites. The proposed EM budget focuses resources on sites with better
performance, while the Department implements reforms identified by the Secretary’s top-to-bottom
review at those sites with poor performance. The budget adds funding for higher priority, better
managed activities such as waste treatment at Hanford, closure of the Fernald site, and cleanup
at the Oak Ridge National Lab, by reducing funding for congressional earmarks, poorly performing
projects in the EM Office of Science and Technology, and excess administrative staff.

Radioactive Waste Disposal

Growing quantities of spent nuclear fuel and high-level radioactive waste have been accumulating
at commercial nuclear reactor sites and storage facilities across the country for half a century. As
required by law, DOE has investigated the suitability of a storage site at Yucca Mountain, Nevada,
100 miles northwest of Las Vegas, for over 20 years.

Based on sound science and compelling national interest, the Secretary of Energy has informed
the Governor of Nevada of his intent to recommend the Yucca Mountain site to the President for
development as a geologic repository for the nation’s nuclear waste. Should the site be formally
designated this year, current plans call for the repository to open in 2010.

The Budget provides sufficient funding for DOE to prepare a license application to meet that
deadline. If the site is designated, the Administration will seek additional funding to begin
construction of essential transportation facilities and infrastructure within Nevada, and provide
a long-term management and financing plan for the entire licensing and construction effort. The
Administration is committed to ensuring the environmentally sound and safe disposal of the
nation’s radioactive waste.
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Congressional Earmarks

The President’s Budget generally allocates funding for specific programs, such as research and
cleanup programs, based on an analysis of objective factors including the results of peer review and
engineering capabilities. Congressional earmarks skew these determinations and divert funds from
higher priority and more effective programs. For instance, in 2002 the Congress earmarked 134 DOE
projects totaling $300 million. Unfortunately, this trend is getting worse. Earmarks in the Office of
Science increased 60 percent over the previous year, to $72 million, and 400 percent more than 1999.
One adverse effect is that during 2002, DOE will only be able to operate its scientific user facilities at
approximately 75 percent of the optimally available hours. Had these funds been allocated to facility
operations as needed, a broader segment of the research community could have benefited, and the
return on the federal investment would have been higher.

In other programs, earmarking is having an even more damaging effect. In 2002, the Congress
earmarked almost one-fourth of the funding for applied research in renewable energy technologies.
For example, the Congress earmarked $3 million “for the Winona, Mississippi, biomass project,
where the current investment in the plant shall count as the required demonstration project cost
share.” Although the National Energy Policy promotes applied research in biomass to help the
nation utilize its resources, congressional earmarks such as this one bypass the competitive awards
process that results in better, more relevant science to advance national goals. This earmark is
particularly troubling because the project had previously failed to win a funding award in a DOE
competitive solicitation, and the earmark circumvents the cost-sharing requirements prescribed
by the Energy Policy Act. The budget supports the President’s commitments and tackles the
most pressing energy issues by increasing resources for high priority programs by wasting less on
ineffective ones or earmarked projects.

Science and Technology

Redirecting earmarked funds to the frontiers of science where DOE is working is one good place
to invest. The Department performs a broad array of basic research in fields from applied math to
physics to biology. It is the primary federal agency supporting research in particle physics, nuclear
physics, fusion energy sciences, and chemistry of the radioactive elements. The Department’s basic
research programs are generally effective, with Office of Science-supported researchers winning
numerous awards and honors. In the past decade, seven Nobel Laureates won Nobel Prizes in
Chemistry or Physics for work that DOE sponsored.

The Office of Science also operates a suite of 27 scientific user facilities—such as x-ray light
sources, fusion devices, particle accelerators and colliders—used each year by over 18,000 university,
industry, and government scientists. Researchers traveling to use these facilities expect that the
photon, neutron, proton, electron, or other beams will be provided for their experiments on schedule.
DOE facilities delivered 99 percent of scheduled operating hours over the period 1997–2001. More
importantly, these facilities deliver scientifically. As just one example, 11 of the 12 irreducible
building blocks of all known matter were discovered at particle physics facilities the Department
has run over the last 50 years. The only one not discovered at a U.S. high-energy physics facility
was the electron, discovered in England in 1897.

Access to DOE facilities is allocated by peer-review to the most scientifically promising of the
proposed experiments. Awarding research funds through a peer-reviewed, competitive process is
the preferred method to improve chances for higher quality results. Agencies, and programs within
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them, vary in the degree to which they award funds competitively. Overall, only 24 percent of DOE
research funds are competed, while another 49 percent are subject to limited competition. For the
Office of Science, 45 percent of the research funds not spent on facility operations are fully competed;
55 percent are subject to merit review with limited competition.

Agency

Percent of
Research
Competed

in 2001

National Science Foundation .............................................. 94

Department of Health and Human Services..................... 83

National Aeronautics and Space Administration .............. 75

Department of Commerce................................................... 42

Department of Energy.......................................................... 24

The Office of Science spends 37 percent of its research funds on facility operations. To maintain
operations of its user facilities at the highest level possible, Office of Science advisory committees
periodically review both the operational efficiency and scientific productivity of DOE’s user facilities.
These reviews have teeth. In 1997, the Basic Energy Science Advisory Committee undertook a
review of the Advanced Light Source (ALS) at Lawrence Berkeley Laboratory. Finding the facility’s
performance wanting, DOE cut its budget, the director resigned, and the facility embarked on
a path to recovery. Last year, the advisory committee revisited the facility and re-evaluated its
scientific output. Noting that none of the criticisms in the earlier report were still valid, the review
panel found that the ALS had established areas of excellence in a number of important scientific
areas. It singled out for special mention the unique capabilities of the ALS to study ultrafast
processes in solids and gases, which have application for chemical reactions, phase transitions,
surface dynamics, and a wide variety of critical biological processes.

The budget proposes $3.3 billion for DOE Science programs. Consistent with the Administration’s
emphasis on shifting funds to higher priority programs, the budget redirects funding for the particle
physics fixed target program at Brookhaven to operations at Fermi National Accelerator Laboratory.

Energy Resources

DOE performs research and development on energy production, use, and conservation over a wide
spectrum of technologies such as nuclear, solar, wind, fossil, and many others. Other programs in
this area include energy security activities of the Strategic Petroleum Reserve and the Northeast
Heating Oil Reserve.

Presidential Initiatives

The budget continues to fulfill the President’s commitments to increase funding for the
Weatherization Assistance Program over the next 10 years to assist 1.2 million low-income families
while improving the nation’s energy conservation. The program’s energy conservation construction
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measures for homes help save each low-income family an estimated $218 annually on utility bills,
at an average one-time cost of $2,000 to $2,500 each. With an average life span of 20 years, the
improvements generate more than $4,000 in total utility bill savings per home. The budget proposes
to weatherize 123,000 homes in 2003, a 17 percent increase over 2002.

Old Clean Coal

The old Clean Coal program was intended to
demonstrate technologies that could reduce
acid rain-producing emissions from coal-fired
power plants. Projects required a minimum 50
percent cost-share from industry. Commercially
successful projects were supposed to reimburse
the federal investment. Less than $2 million
of the $1.6 billion expended—about one tenth
of one percent—has been repaid. Of the 50
projects funded, 12 costing $97 million were
terminated or withdrawn prior to completion.

The General Accounting Office examined 13
projects: six were behind schedule by two to
seven years, and two were bankrupt.

The budget also continues to fulfill
the President’s commitment to search for
technology that will allow us to burn coal
cleanly and more efficiently. Last year’s
budget added $150 million to existing coal
research towards the President’s commitment
to spend $2 billion over 10 years on clean coal
research. In this budget, all coal programs are
brought under one umbrella—the President’s
Coal Research Initiative. This approach,
using a more transparent budget structure,
will improve the management and oversight
of this $326 million program. Funds from
the earlier, much-criticized demonstration
program of the 1980s will be redirected to the
Coal Research Initiative, freeing up almost
$500 million that has languished unexpended
and unproductive for years.

Getting More for Each Research Dollar

The federal government needs to spend each dollar carefully, recognizing it is the taxpayers’
money, not its own. In an effort to better prioritize research and development spending, the
Administration, in consultation with the National Academy of Sciences and many others, developed
investment criteria for applied R&D programs. The Administration is using the specific R&D
criteria to recommend funding levels for the Department’s applied R&D programs that support the
President’s National Energy Policy.

This is the first application of these criteria to specific programs to ensure that programs fulfill
an essential federal role, have well-developed plans to achieve objectives, and achieve results that
benefit the nation. Next year, the Administration will develop investment criteria for basic research
programs and extend the application of applied R&D criteria throughout the government for use in
development of the 2004 Budget.

Application of the criteria indicated that data on the expected performance of many R&D projects
are not readily available. For instance, some of the 19 fossil energy R&D programs failed to report
any performance data at all, and those that did tended to report goals rather than the current
cost performance of technologies under development. The Department is addressing this lack of
performance data. In addition, the grading method needs to be improved to distinguish between
programs more carefully. For instance, about 80 percent of the programs graded by DOE achieved a
maximum score.
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R&D Investment Criteria at Work

Improving R&D Investment Criteria

The National Academy of Sciences recently
reported that from 1978 to 2000 the Department
of Energy’s energy efficiency and fossil energy
R&D programs produced a return of $40 billion
off an investment of $13 billion. Dampening this
piece of otherwise good news was the fact that
three-quarters of these benefits were attributable
to three projects that cost only $11 million. What
happened to the rest of the money? Good
question.

Many projects that set taxpayers back billions of
dollars generated little or no economic benefit.
Take the Coal Liquefaction program, which has
spent more than $2 billion on improving the
conversion of coal to liquid fuels. Despite its
technical success, the program has made little
progress toward manufacturing economical
coal-derived fuels. For the effort to be profitable
at the current level of development, oil prices
would have to reach a sustained level of $45
per barrel, more than twice what the commodity
currently trades for.

The R&D investment criteria developed in the
President’s Management Agenda will help
agencies select broadly beneficial projects that
individual firms would be unlikely to undertake.
Achieving the greatest possible return on
each taxpayer dollar is an essential part of the
Administration’s performance-based focus.

Despite these initial problems, the criteria
supplied enough guidance to determine some
higher and lower performing programs.
For example, ideas about a concept called
“whole-house design” show significant promise
for reducing the cost of solar water heating
and developing a “zero-net energy home.”
While the Concentrating Solar Power program
succeeded in lowering the cost of power
produced by solar collectors, the price tag
for this technology still cannot come close to
competing with conventional power sources.
Therefore, the budget increases funding to the
Solar Building Technology Research program
by shifting funding from the Concentrating
Solar Power program.

The R&D investment criteria also directed
funding shifts in the Department’s wind power
programs. Due in part to DOE’s historical
support for wind R&D, wind energy capacity
in the United States increased 50 percent
in 2001, to about 4,200 megawatts—enough
electricity to meet the needs of one million
households each year. Wind technology
can compete on cost in some areas of the
country with high average wind speeds.
Now, the Department will turn its focus
toward developing wind power technologies to
compete in lower wind-speed areas.

Even high-performing R&D programs
may conduct research that could or should
be funded by industry. For example, the
fossil energy program proposed an expansion
of research efforts into offshore drilling
techniques. Yet, this area carries a great incentive for industry to invest its own resources, and
industry has a long history of doing just that. So there is little reason for taxpayers to help them
out. The budget proposes reductions to programs that are poorly performing, misdirected, or are
corporate subsidies. Some of this funding is redirected to programs recommended by the National
Energy Policy, such as hydrogen and superconductivity research and other programs performing
particularly well.

Following the lead of the National Energy Policy, the budget accelerates commercialization of
stationary fuel cells in the next three to four years. It adds a $54 million capstone to the more than
$1.2 billion spent developing this technology over the last two and half decades. Also in keeping with
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the National Energy Policy, the budget furnishes $50 million to research fuel cells for transportation
technologies.

Remodeling a Public-Private Partnership

The National Energy Policy also recommends funding R&D programs that are
“performance-based and are modeled as public-private partnerships.” The Administration proposes
a new venture with the auto industry called Freedom CAR (Cooperative Automotive Research). The
partnership aims to develop technologies, such as hydrogen-based fuel cells, that solve many
of the problems associated with the nation’s reliance on oil.

Freedom CAR replaces the Partnership for a New Generation of Vehicles (PNGV), which had a
misguided focus and insufficient accountability due to its multi-agency structure. The new joint
effort will build on some of the PNGV’s technical successes and address the program’s shortfalls,
including its poor management structure. Partners will include DOE and the U.S. Council
for Automotive Research (USCAR), an umbrella organization of major U.S. automakers. The
automakers will provide technical experts to conduct peer-review of project proposals, but direct
federal support of automakers will be limited.

This new venture will have clear goals. DOE will develop performance measures and assess
research projects annually, and independent technical experts will peer review the program
biennially. The venture will be funded solely through DOE, and will be managed by one accountable
DOE program manager. The new venture will embrace the President’s Management Agenda’s
investment criteria for applied R&D programs, including a strict adherence to the cost-sharing
guidelines.

Renewable Tax Incentives

The budget proposes significant tax incentives primarily targeted at encouraging energy efficiency
and use of renewable resources. These total $9.5 billion over 10 years. The budget includes several
new energy tax incentives and extensions of existing ones, including incentives recommended by the
National Energy Policy. Specific proposals would:

• Extend and modify the tax credit for producing electricity from environmentally friendly
sources, such as biomass and wind ($1.9 billion);

• Provide a tax credit for residential solar energy systems ($75 million);

• Provide a new tax credit for the purchase of certain hybrid and fuel cell vehicles ($3.0 billion);

• Provide a tax credit for energy produced from landfill gas ($1.1 billion);

• Extend the ethanol tax exemption;

• Provide a tax credit for investment in combined heat and power ($1.2 billion); and

• Modify the tax treatment of costs associated with decommissioning nuclear power plants
($2.1 billion).

The Administration also proposes $51 billion to permanently extend the Research and
Experimentation tax credit for all sectors of the economy.
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Legislative Proposals

The Administration proposes opening a small part of the Arctic National Wildlife Refuge (ANWR)
to oil and gas exploration. The Administration would devote $1.2 billion of the bonus bid receipts, paid
for the right to explore in a small part of ANWR, to increasing renewable energy R&D. This research
will help the nation reduce its dependence on fossil fuel. Another portion of expected receipts from
future royalties will be devoted to increasing land conservation and reducing maintenance backlogs
on public lands in the Department of the Interior.

Power Marketing Administrations

The Western, Southwestern, Southeastern, and Bonneville Power Marketing Administrations
(PMAs) market electricity generated at 133 multipurpose federal dams and related facilities.
Overall, they manage more than 33,000 miles of federally owned transmission lines. The 2003
Budget provides $183 million in new discretionary budget authority for Western, Southwestern,
and Southeastern. The PMAs will continue to meet their performance goal of providing safe and
reliable service. To do that, each PMA must achieve a "pass" rating each month under the North
American Electricity Reliability Council’s industry-wide performance standards.

The National Energy Policy report directs federal agencies to remove constraints on the
interstate transmission grid to help ensure that the nation’s electricity can flow more freely. The
Administration has made considerable progress this past year working with the state of California
and private utilities to secure private-sector financing for construction of transmission facilities
that will relieve the transmission bottleneck in northern California.

PMAs receive their power from hydroelectric dams operated by the Corps of Engineers and Bureau
of Reclamation. In 2003, Southeastern, Southwestern and Western will begin to directly finance the
Corps of Engineers’ power-related operating and maintenance expenses. In past years, the Corps
obtained appropriations to pay these expenses, and the PMAs repaid the costs to the U.S. Treasury.

The Bonneville Power Administration (BPA) finances its $3 billion annual cost of operations and
investments from its annual power revenues and through borrowing from the U.S. Treasury. The
budget proposes to increase BPA’s current borrowing authority ceiling of $3.75 billion by $700 million
to enable BPA to finance transmission system, conservation, and hydropower improvements. BPA
will encourage non-federal or joint financing of all its future investments in transmission system
upgrades and other investments. It will report its evaluation of these financing opportunities to
DOE before using its borrowing authority.

Strengthening Management

DOE is making progress in addressing the President’s Management Agenda and anticipates
much improvement through 2002. For example, DOE is making strides in improving its financial
management and has received an unqualified audit opinion on its financial statements in four of
the last five years. DOE is working with OMB to integrate budget and performance. However,
E-Government, especially management of its Information Technology (IT) investments, is DOE’s
weakest link. Previously, DOE failed to prioritize and report on its IT investment portfolio or
manage IT strategically. The Department is currently consolidating its IT portfolio under the Chief
Information Officer (CIO), who reports directly to the Deputy Secretary.
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One additional management area particularly important for DOE is contract reform and project
management. DOE spends more than 90 percent of its budget through contracts. It is essential that
DOE integrate cost and performance standards down to the project level into the competitions for
large contracts. DOE traditionally competes large contracts first and then negotiates performance
and cost standards after the award. DOE plans to enhance and improve contract and project
management by increasing the technical skills and resources it needs to make its managers
accountable for achieving project and contract cost, schedule, and performance goals.

Initiative 2001 Status

Human Capital—DOE has two main problems: an aging workforce and imbalances in core
skills needed to carry out its missions. The Department has not effectively used existing
statutory and regulatory flexibility as part of an overall strategy to address workforce issues.
DOE’s Workforce Restructuring Plan lacks a vision of the staffing needed for its scientific and
technical missions. It does not include a proposal for streamlining headquarters and field
offices to reduce management layers. DOE’s 100,000-plus contractors are not included in the
scope of its workforce restructuring plans. With one of the highest contractor-to-federal staff
ratios (7:1), DOE must have skills necessary to provide substantive oversight and management
of its contracts. DOE will revise its workforce-restructuring plan to:

• Address skill gaps in contract administration and project management;

• Develop and maintain science and technical staff;

• Eliminate headquarters and field office redundancies; and

• Integrate human resources into budget and strategic plans.

•

Competitive Sourcing—The Department prepared a 2000 inventory of 9,941 commercial
positions performing tasks that are commercial in nature, more than a third of which are within
the Power Marketing Administrations. The Department’s competitive sourcing plan must meet
the President’s Management Agenda goal to compete 15 percent of the agencies’ commercial
positions through 2003, in an effort to eventually compete 50 percent of all commercial
activities.

•
Financial Management—DOE was one of only six agencies to receive an unqualified audit
opinion on its first consolidated financial statement. It has continued to receive unqualified
opinions every year, except 1998 because of its environmental liabilities. DOE was also one of
four agencies whose financial systems met the Federal Financial Management Improvement
Act requirements. Despite these successes, DOE is still reporting material management
control weaknesses. DOE will continue to work on resolving these issues and will:

• Develop a financial management plan that includes a schedule and addresses system
integration, especially with its contractor systems;

• Integrate financial, budget, and program information in its systems in order to provide
cost information related to performance; and,

• Ensure implementation of its Business Management Information System (BMIS) is on
track and that it will correct managerial accounting issues as planned.

•
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Initiative 2001 Status

E-Government—DOE reports only 10 percent of its IT investments as “major,” which excludes
too many relevant projects from oversight and justification of continual investment. DOE has
significant weaknesses in its capital planning and investment control process, use of enterprise
architecture in decision making, and the effectiveness of its security policies. Because of a
lack of information or business case for its IT investments, it is impossible to evaluate DOE’s
compliance with e-government standards. Its financial management system does have some
enterprise resource planning management capabilities. DOE must make much more progress
in this area by providing complete, accurate, and timely submissions that are justified by a
good business case for all of its major IT investments. The Department needs to implement the
capital planning and investment control process, and should:

• Redefine its major IT investments to include a majority of the $1 billion in annual IT
investments;

• Consolidate the IT portfolio and manage it at a departmental level; and

• Provide strong leadership from the CIO.

•

Budget/Performance Integration—Historically, planning and budgeting have been separate
activities that were not sufficiently coordinated. Strategic and performance plans tend to be
submitted after the budget, rather than informing budgets. There has been little attempt to tie
resources to results. Although DOE has been working to correct some of these problems,
there is still a long way to go. Use of R&D investment criteria should reduce “justification
by anecdote”, helping DOE to focus on outcomes and how programs influence them. The
Department needs to capture meaningful data on performance. Each program should develop
performance metrics for all priority programs that will inform and justify budget request
decisions.

•
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Department of Energy
(In millions of dollars)

Estimate2001
Actual 2002 2003

Spending:
Discretionary Budget Authority:

National Security
National Nuclear Security Administration ........................ 6,950 7,249 8,039
Other Defense Activities ..................................................... 601 548 472

Energy Resources ................................................................... 2,468 2,704 2,669
Science and Technology ......................................................... 3,227 3,248 3,293
Environmental Quality ............................................................. 6,803 7,137 7,269
Corporate Management and all other programs ................. 138 80 176

Subtotal, Discretionary budget authority adjusted 1 ............... 20,187 20,966 21,918
Remove contingent adjustments............................................ −70 −73 −71

Total, Discretionary budget authority ......................................... 20,117 20,893 21,847

Emergency Response Fund, Budgetary Resources:
Weapons Activities................................................................... 5 131 —
Defense Nuclear Nonproliferation .......................................... — 226 —
Defense Environmental Management................................... — 8 —
Other Defense Activities.......................................................... — 4 —

Total, Emergency Response Fund, Budgetary resources ...... 5 369 —

Mandatory Outlays:
Existing law ............................................................................... −766 −1,326 −1,253
Legislative proposal ................................................................. — — 149

Total, Mandatory outlays .............................................................. −766 −1,326 −1,104

1 Adjusted to include the full share of accruing employee pensions and annuitants health benefits.
For more information, see Chapter 14, "Preview Report," in Analytical Perspectives.
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The President’s Proposal:

• Launches a bold, new hydrogen fuel research and development program and
aggressively pursues additional zero-emissions technologies such as fuel cells,
fusion power, and carbon sequestration;

• Clears the path to operating a safe nuclear waste repository by 2010;

• Accelerates the cleanup of nuclear waste sites to better protect workers, the public,
and the environment; and

• Strengthens the nation’s security by reducing the global threat from weapons of mass
destruction and by maintaining the nation’s nuclear stockpile.

The Department’s Major Challenges:

• Reducing and mitigating a projected increase in America’s dependence on foreign
energy supplies through 2025; and

• Certifying the safety and reliability of the nation’s nuclear stockpile without nuclear
testing.

Department of Energy

Spencer Abraham, Secretary

www.energy.gov 202–586–8100

Number of Employees: 16,000 federal and 100,000
contractors

2003 Spending: $19.8 billion

Major Assets: 26 laboratories, four Power Marketing
Administrations, 24 other facilities, and 15,323 vehicles.

The Department of Energy (DOE)
has four main missions: 1) ensuring
a dependable energy supply for the
American economy; 2) ensuring a
secure, reliable nuclear deterrent for
the nation’s defense; 3) improving en-
vironmental quality related to energy
production; and 4) advancing science
and technology in energy-related
areas. The Department supplements
private-sector research efforts to
enhance domestic energy production,
develop new and cleaner sources of

energy, and improve energy conservation and efficiency. The National Nuclear Security Administra-
tion (NNSA) maintains the safety, security, and reliability of the nation’s nuclear weapons stockpile,
manages nuclear non-proliferation efforts to reduce the threats from weapons of mass destruction,
and provides the U.S. Navy with safe, effective nuclear propulsion plants. The Department’s
environmental quality efforts include cleaning up contamination resulting from over 50 years of
nuclear weapons production, and supporting research to reduce contaminants that come from
energy and to develop new, non-polluting and sustainable energy sources. DOE advances science by
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sponsoring a broad range of basic and applied research, including the operation of scientific research
facilities that serve the nation’s research community.

Performance Evaluation of Select Programs

The President’s 2004 Budget continues to address the nation’s energy challenges by allocating
resources for DOE programs and activities that demonstrate they are contributing to our energy
goals, and by reducing or transferring funding from programs that do not. For the first time, many
funding decisions were enhanced by using both the Program Assessment Rating Tool (PART) and
the Research and Development (R&D) Investment Criteria as part of the President’s Management
Agenda. (See the Performance and Management Assessments volume for a full discussion of applica-
tion of the PART and R&D Investment Criteria at DOE and other agencies.) DOE is at the forefront
of the Administration’s effort to apply these tools. This year, DOE evaluated 31 programs through
the PART and, where applicable, the R&D Investment Criteria, comprising nearly 60 percent of the
Department’s total funding.

The 2004 Budget reflects the application of these tools through funding recommendations based on
national priorities and program performance. Selected programs evaluated this year include those
summarized in the following table.

Program Rating Explanation Recommendation

Gas Exploration and
Production

Ineffective Many program activities are
not unique to the federal
government.

Refocus on long-term,
high-risk research where the
justification for a federal role
is strongest and program
benefits most broadly
applicable.

Basic Energy Sciences Results Not
Demonstrated

Focused and well-managed,
the program is developing
adequate performance
measures.

Maximize use of existing
research facilities, support
nanoscience initiative,
and improve performance
measures.

International Nuclear
Materials Protection and
Cooperation

Effective Demonstrated results
securing fissile material
in the former Soviet Union.

Continue to monitor
performance against
long-term goals; enhance
systems for tracking
spending.

Wind Energy Moderately
Effective

Contributed to lowering wind
energy costs in high-wind
speed areas, but difficulty
developing adequate annual
performance measures.

Emphasize technologies
for low-wind speed areas,
and develop and apply a
consistent methodology for
estimating program benefits.

The Department has already taken several steps toward improving the performance and manage-
ment of its programs:

• The Environmental Management (EM) and Energy Efficiency and Renewable Energy programs
conducted top-to-bottom reviews and as a result have streamlined management and started to
improve the way decisions are made.

• NNSA established a planning, programming, budgeting and evaluation process to support de-
velopment of its Future-Years Nuclear Security Program. In addition, NNSA has re-engineered
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its management processes and federal workforce to integrate program elements, streamline
operations and oversight, and simplify requirements.

• The Department established new qualifications for contract and project managers to strengthen
its scrutiny of contractor work and improve performance.

Expanding Energy

Investing in Hydrogen Energy

Americans import over 50 percent of their oil and are expected to import nearly 70 percent by
2025. If the nation is to liberate itself from dependence on imported oil, it must achieve scientific
breakthroughs on alternative fuels and technologies. The most promising long-term revolution in
energy use is the expansion of hydrogen energy. Transportation accounts for 70 percent of total U.S.
oil consumption. Widespread use of hydrogen fuel cell vehicles would reduce U.S. oil imports and
increase energy independence. U.S. fuel cell leadership in transportation also could reap enormous
economic benefits, as the U.S. auto industry alone accounts for five percent of the U.S. gross domestic
product and supports 6.6 million jobs. Also, hydrogen fuel cells, which produce only water as a
byproduct rather than the pollutants in gasoline vehicle emissions, can help clean the air we breathe.

The future may be now for hydrogen fuels.

Hydrogen-powered fuel-cell vehicles have
the potential to provide energy diversity, fuel
economy, and environmental benefits. Since
hydrogen can be manufactured from a number
of domestic fossil (natural gas and coal),
nuclear, and renewable resources, it offers
the potential for eventual “freedom” from the
nation’s near-exclusive reliance on petroleum
for transportation.

The budget includes a major new part-
nership between the federal government
and energy companies to help accelerate
widespread use of fuel-cell vehicles by focusing
on hydrogen fuel production, storage and
infrastructure. This project’s long-range, high
payoff research and development efforts could
dramatically improve the performance and

cost-effectiveness of hydrogen technologies without displacing private investments.

The new initiative, FreedomFuel, builds upon a program announced in 2002, FreedomCAR
(Cooperative Automotive Research), which is aimed at developing viable hydrogen fuel-cell
technology for cars by 2015. This budget proposes to spend over $1.5 billion on FreedomFuel and
FreedomCAR over the next five years, including more than doubling DOE’s spending on hydrogen
research and development in 2004 alone. This funding will accelerate achieving the national energy
security and environmental benefits from widespread use of hydrogen vehicles.

FreedomFuel and FreedomCAR research activities will address the difficult technical and cost
challenges faced in commercialization of fuel-cell vehicles. For example, hydrogen fuel cells are cur-
rently at least 10 times more costly than today’s internal combustion engines, and hydrogen fuel is
five times more costly to produce than gasoline. We need to develop innovative ways to nearly double
the amount of hydrogen that can currently be stored on board a vehicle in order to provide a driving
range comparable to today’s vehicles without sacrificing cargo space. The Administration intends
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to challenge the international community to join efforts to accelerate the world-wide availability and
affordability of hydrogen fuel.

A Step Towards Fusion Energy

For nearly half a century, the United States has funded an ef-
fort to harness thermonuclear fusion. Progress has been slow
because of the significant difficulties in controlling “fusion-plas-
mas” that burn at temperatures of hundreds of millions of de-
grees. The ITER will provide scientists with access to a “burn-
ing plasma” – a plasma in which deuterium and tritium atoms
fuse to give off large amounts of energy.

Advancing Fusion Energy

The President directed DOE
to enter negotiations with inter-
national parties—the European
Union, Japan, Canada, and
Russia—aimed at building the
International Thermonuclear Ex-
perimental Reactor (ITER). ITER
is the essential next milestone on
the path towards developing fusion
as a commercially viable energy source. Fusion is the process that powers the sun and despite
many major technical challenges, it has the potential to be an abundant, safe, and clean energy
source. Recent leaps in the scientific understanding of fusion have led many scientific experts,
including the U.S. National Academy of Sciences, to recommend construction of the ITER project in
order to know whether fusion can produce energy. The President’s decision to enter negotiations to
build ITER will position the United States as a vital partner in this international experiment.

The DOE budget includes $12 million to support the President’s commitment.

Other Presidential Energy Initiatives

The budget continues to fulfill the President’s commitment to increase funding for the Weather-
ization Assistance Program over the next 10 years in order to cut energy costs of 1.2 million low-in-
come families while conserving energy. The Program Assessment Rating Tool (PART) assessment of
this program showed it to be moderately effective. The program’s energy-efficiency measures help
save each participating low-income family an estimated $218 annually on utility bills, at an average
one-time cost of about $2,500. With an average lifespan of 20 years, the improvements generate more
than $4,000 in total utility bill savings per home. This program places priority on serving low-income
households that include elderly persons, children, or people with disabilities. The budget proposes
to weatherize 126,000 homes in 2004; 3,000 more than 2003, and a 20-percent increase over 2002.

The budget also continues to meet the President’s goal to provide $2 billion for clean coal research
over 10 years, by including $321 million for research on clean coal technologies. This amount is more
than two and a half times that annually requested for this activity in the budgets submitted to the
Congress from 1995 through 2000. The PART and R&D Investment Criteria evaluations revealed
that the program is focused too heavily on building demonstration power plants. Therefore, the
budget proposes to reduce funding for the demonstration component of the program and focus on
research and development of new technologies. The budget also proposes to combine all clean coal
research under a single program to better manage this research and provide a more transparent
budget structure. Also, this proposal will put to work nearly $500 million for clean coal research
that is unexpended.

The budget assumes enactment of the President’s energy tax incentives proposed in the 2003 Bud-
get that will encourage greater energy efficiency and development of renewable resources. These
incentives total more than $8 billion over 10 years and include tax credits for purchases of hybrid
and fuel cell vehicles, solar power in residences, and a modification of the tax treatment of nuclear
power plant decommissioning costs.
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Radioactive Waste Disposal

Home At Last: Yucca Mountain, NV, site of the federal nuclear waste
repository.

DOE is charged with disposing of spent
nuclear fuel from civilian nuclear power
plants and high-level waste from the nation’s
defense activities. Commercial electric power
generation, nuclear weapons production,
the operation of naval reactors, and federal
research and development activities over the
past half century have produced spent nuclear
fuel and high-level radioactive waste that have
accumulated across the country at commercial
reactor sites and storage facilities. For the
past 20 years, DOE has investigated Yucca
Mountain, Nevada, to determine whether it
would be suitable for a geologic repository to
dispose of those wastes. In February 2002,
the President recommended Yucca Mountain
to the Congress as qualified for a construction
permit application to the Nuclear Regulatory
Commission (NRC) as a nuclear waste repository. And in July 2002, the Congress approved that
recommendation.

Filling the Yucca Mountain Repository

More than 161 million Americans live within 75 miles of
the 131 sites in 39 states that currently store spent nu-
clear fuel and high-level radioactive waste. Twenty years
ago, the federal government accepted responsibility for
the safe geologic disposal of nuclear waste in a remote
underground repository. Last year, the President rec-
ommended and the Congress approved Yucca Mountain,
Nevada as qualified for an application for a construction
authorization to NRC as a nuclear waste repository. To
protect the public and the environment for the long-term,
it is essential that DOE be provided the resources to
develop the license application, and when it is approved,
support for construction and operation of this repository.

The budget includes $591 million
for the Department’s radioactive waste
program. This funding will enable
DOE to complete work needed for
a license application to the NRC in
2004 and develop transportation ca-
pabilities needed to initiate repository
operations by 2010. As part of the
Administration’s proposal to extend the
discretionary spending caps, the budget
proposes a unique Yucca Mountain
annual discretionary spending cap
adjustment. This adjustment will
help ensure that adequate funds are
provided every year to complete con-
struction of the repository on schedule.

R&D Investment Criteria at Work

As part of the drive to improve performance of the government, for the past two years DOE has
evaluated its applied R&D programs using the R&D Investment Criteria. The R&D Investment
Criteria were designed to guide agencies in the selection of projects for federal research dollars. The
criteria require R&D managers to demonstrate that their programs are conducting research that is
relevant, of high quality, and producing results.

For the 2004 Budget, DOE evaluated a total of 80 individual applied research projects and
programs using the R&D Investment Criteria. The resulting information helped support a more
thorough evaluation of the portfolio of each DOE research program and guided the budget’s
allocation of funds among programs. In some cases, the evaluation resulted in shifting funding
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from R&D activities supporting technologies that are near commercialization, such as the clean
coal demonstrations noted above, to long-term, high-risk/high-payoff R&D, such as research on
revolutionary new ways to store large amounts of hydrogen in a small space, which will help advance
the introduction of hydrogen fuel cell vehicles.

Application of the criteria also led to recommendations to redirect funding from some activities,
either because the case for federal participation was weak or other higher-priority research activities
could use these funds more effectively. For example, the budget proposes to:

• increase funding on research activities for a new type of coal power plant that uses coal gasifi-
cation to increase efficiency and reduce emissions ($51 million, an increase of $10 million over
2003), and dedicates $62 million (an increase of $18 million over 2003) specifically to the cap-
ture and disposal of carbon dioxide emissions. These are activities that have the potential to
produce public benefits, such as reduced emissions, where industry has little incentive to invest
to achieve these results;

• reduce funding for the Advanced Petroleum-Based Fuel program, which largely supplants in-
vestments that private industry would make to achieve the clean air requirements of EPA’s
regulation on vehicle emissions that take effect between 2004 and 2007; and

• increase funding for the Advanced Fuel Cycle and Generation IV Nuclear Energy Systems ini-
tiatives to develop next-generation nuclear reactor and fuel cycle technologies, and continue the
government-industry cost-shared Nuclear Power 2010 program. Support for these programs is
based on PART assessments that demonstrated strong planning and management structures.

Power Marketing Administrations

The Southeastern, Southwestern, Western, and Bonneville Power Marketing Administrations
(PMAs) sell electricity generated at 133 multipurpose federal dams and related facilities located
across the country. They also manage more than 33,000 miles of federally owned transmission
lines. The budget provides $185 million for Southeastern, Southwestern, and Western. Bonneville
uses internally-generated funds only.

The PART analyses conducted this year showed that the PMAs fulfill many of their legislated re-
sponsibilities and meet their dual goals of providing safe and reliable service to customers. Although
largely prescribed by law, their marketing functions are not optimally designed and are administra-
tively burdensome. In 2004, the Administration will work toward upgrading their operations.

PMAs receive their power from hydroelectric dams operated by the Corps of Engineers (Corps) and
the Department of the Interior’s Bureau of Reclamation. In 2004, Southeastern, Southwestern, and
Western will propose legislation to directly finance the Corps’ power-related operating and mainte-
nance expenses, as Bonneville already does. In past years, the Corps has obtained appropriations to
pay these expenses and the PMAs repaid the costs to the U.S. Treasury. Direct funding will enable
the Corps to perform needed maintenance and small rehabilitation projects in a more timely way.

The Bonneville Power Administration (BPA) finances its $4.1 billion annual cost of operations and
investments from its annual power revenues and through borrowing from the U.S. Treasury. The
budget proposes to increase the current borrowing authority ceiling of $3.75 billion by $700 million
to enable BPA to finance improvements in its transmission system, conservation, and hydropower
activities. BPA will continue to encourage non-federal or joint financing of all its investments in
transmission system upgrades and other investments, and will report its evaluation of these alter-
nate financing opportunities to DOE before using its borrowing authority.

The President’s National Energy Policy also directs federal agencies to remove constraints on the
interstate transmission grid to help ensure that the nation’s electricity can flow more freely. In
2002, the Administration and two private companies agreed to secure private-sector financing for
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construction of Path 15 transmission facilities that will relieve the transmission bottleneck in north-
ern California. This project is scheduled to be operational in 2004.

Environmental Management

Accelerating Site Cleanup

As of September 2, 2001, DOE estimated it would not complete
cleanup of all of its sites until 2070, which was an unacceptable
timetable for addressing the risks posed by these sites. Un-
der the Administration’s revised cleanup plans, DOE expects
to accelerate completion by 30 years, a generation ahead of
the previous schedule. It also expects to save about $37 bil-
lion doing so, reducing total remaining cleanup costs from $184
billion to $147 billion. DOE’s goal is to achieve even greater
time and cost savings—to accelerate cleanup by 35 years and
save $50 billion—through additional innovations in cleanup ap-
proaches and business processes.

Decades of nuclear weapons
production and energy research left
vast amounts of radioactive con-
tamination and hazardous waste
at 114 sites in 31 states and one
U.S. territory. DOE has completed
cleanup at 75 of the sites, but
the largest and most challenging
site cleanups lie ahead. In 2002,
DOE’s top-to-bottom review of the
Environment Management (EM)
program found that the program
was focused on managing risk
rather than reducing it. It was
failing to achieve its risk-reduction mission, unable to effectively control cost and schedule overruns,
and experiencing significant problems in project management and contract administration. The
EM PART evaluations confirm the findings of the top-to-bottom review that precious time and
billions of taxpayer dollars have been lost.

Hanford

Savannah
River

Idaho

Oak
Ridge

Fernald

2000 2010 2020 2030 2040 2050 2060 2070

Current Schedule

Accelerated Schedule

Accelerated Cleanup Schedule

Source: Office of Environmental Management, DOE.

To improve program performance, the 2003
Budget proposed to set aside $1.1 billion as
an incentive for DOE, the states, and federal
regulators to revise cleanup plans to accelerate
reduction of risk to the public and the environ-
ment. Over the past year, the EM program
developed revised cleanup strategies for 18 of
the 39 sites remaining to be completed. These
performance management plans (PMPs) cover
a broad range of issues—from new waste
treatment and disposal options, to cleaning up
the most risky areas first, to simply increasing
the number of workers assigned to critical
cleanup activities. Although significant issues
still need to be resolved, including conducting

additional analysis and securing necessary approvals from state and federal regulators on the plans,
the Department has made progress toward reforming the EM program.
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Accelerated Depreciation: Demolition of a metals fabrication plant at
Fernald was completed in 2002.

Two examples of changes in the PMPs are:

• Idaho National Engineering and Environ-
mental Laboratory. Liquid radioactive
waste at the Idaho Laboratory has been
converted to dry granular material. The
plan has been to solidify this material in
glass for final disposal by 2070 at a cost of
$7 billion. Under the PMP, this material
would be dispositioned without costly
additional treatment or increased threat
to public health and safety. This would
accelerate disposition of this material by
35 years and save about $6 billion.

• Hanford, Washington. The cesium and
strontium capsules currently stored in an

underwater facility represent 37 percent of the radioactivity at the site. The plan has been to
solidify this waste in glass beginning in 2018, with final disposition completed by 2042. Under
the PMP, DOE would move the capsules to dry storage by 2008, with ultimate disposition by
2021, 21 years ahead of schedule.

Innovative Cleanup

The EM program can be improved by technological break-
throughs and innovations in contracting. The program
seeks to address both these requirements simultaneously
with alternative procurement approaches that move DOE
further toward paying for proven performance.

DOE aggressively seeks private sector assistance to sub-
stantially accelerate the pace of innovation. Consistent
with laws and policies that ensure sound contracting and
fiscal responsibility, DOE plans to offer a share of clearly
measurable savings with contractors as an inducement for
contractors to take financial risks necessary to reduce the
cost and timeframe of nuclear waste cleanup.

The budget includes $7.2 billion
for the EM program, an increase of
$244 million over the 2003 Budget and
the highest amount ever requested
for this program. However, more
money and revised plans alone are not
enough. The Department recognizes
the need to revise its management
policies and procedures to achieve the
program’s cost, schedule, and risk-re-
duction goals. To this end, DOE has
several initiatives underway, including
holding contractors responsible for
achieving the expected cleanup results
and continuing to pursue innovative
approaches to cleaning up these sites.

Advancing Science

Nanoscience—by a Nose

The growing nanoscience revolution promises new materials
that could affect every aspect of society. For example, car-
bon nanotubes that are 1,000 times thinner than a human hair
may allow engineers to provide storage for tiny fuel cells that
would power consumer electronics devices or develop “artifi-
cial noses” for sniffing out individual molecules of dangerous
chemicals.

The Department’s Office of
Science supports a broad array
of basic and applied research
and operates a variety of unique
scientific facilities to support
the Department’s energy and
national security missions. It also
supports research in areas such as
climate change, genomics, and life
sciences. The Office provides more
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than 40 percent of total federal funding for basic research in the physical sciences, and serves as the
principal federal funding agency for research in high-energy physics, nuclear physics, and fusion
energy sciences. The success of the office’s research program has been exceptional. In the past
decade alone, nine Nobel Prizes in physics and chemistry have been awarded to scientists for work
supported by the Office of Science.

The assessment of the Office of Science programs conducted using the PART analysis and the
R&D Investment Criteria revealed that these programs are generally well-managed and focused on
appropriate research, but that additional work is needed to better define program performance mea-
sures—a problem faced by many basic research programs.

Atomic-scale nanotubes, such as the carbon “peapod”
structure shown magnified in this illustration, could lead
to computers as small as a pencil eraser.

An important part of the Office of Science’s activities is
its operation and management of 10 national laboratories
and 27 scientific research facilities across the country,
including x-ray and optical light sources, supercom-
puters, fusion devices, and particle accelerators. This
suite of research facilities plays a vital national role, as
it annually draws over 17,000 users from universities,
industry, and government. Facility access is awarded via
a merit-based, peer review process.

The 2004 Budget proposes $3.3 billion for DOE
Science programs, a $55 million increase over 2003. It
allocates funds to best performers that provide the
broadest benefits to society. The budget does not fund
earmarks. The DOE Science budget reflects an increase
in proposed research funding across the federal govern-
ment, especially in the physical sciences, including a
10-percent increase in research, equipment, and facilities
at the National Science Foundation (NSF).

The Science budget at DOE gives priority to operating
existing user facilities at over 90 percent of maximum
capacity. Operating these facilities near capacity will
maximize the scientific return by ensuring that they are

available to the scientists who depend upon them to carry out their research.

The budget also includes a broad emphasis on enhancing support for research in the physical sci-
ences across many federal research agencies to ensure that there is an appropriate balance among
federal research and development activities. The Office of Science budget enhances nanoscience,
computational science, and research at the interface of physics and astronomy. The emphasis on
physical sciences within DOE’s mission areas will be coordinated with related research supported or
conducted by other agencies, such as NSF and the National Aeronautics and Space Administration
(NASA).

The budget nearly doubles DOE’s investment in new centers for nanoscale science research, com-
plementing the unique capabilities of existing and soon-to-be completed DOE user facilities, as well
as the nanoscience efforts of other agencies. The budget also increases support for research on the
next generation of high-end computer architectures necessary for cutting-edge simulations in areas
such as climate change, fusion plasma physics, and material science.
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National Defense

DOE’s NNSA mission is to strengthen the security of the United States by applying nuclear en-
ergy to military purposes, and by reducing the global threat from weapons of mass destruction. To
accomplish the mission, NNSA manages national security-related programs to:

• maintain and enhance the safety, security, reliability and effectiveness of the nation’s nuclear
weapons stockpile;

• detect, prevent, and reverse the proliferation of weapons of mass destruction and promote
nuclear safety world-wide; and

• provide the U.S. Navy with safe, militarily effective nuclear propulsion plants for ships.

Nuclear Stockpile Stewardship

Since 1993, DOE has maintained confidence in the safety, security, reliability, and effectiveness of
the U.S. nuclear weapons stockpile in the absence of nuclear testing with its science-based, stockpile
stewardship program. DOE employees oversee contractors that operate programs stretching across
a vast complex that includes three national laboratories (Los Alamos, Sandia, and Lawrence Liver-
more); the Nevada Test Site; and extensive production facilities.

The stewardship program ensures the operational readiness of the nuclear weapons stockpile by
relying on improved technology and techniques to detect and predict problems in the aging nuclear
stockpile. Using the knowledge from this program, NNSA maintains and refurbishes existing war-
heads and maintains a manufacturing base that could produce a new weapon if required.

Components of a Peacekeeper missile are subjected to
a wall of fire. Such testing helps determine how aging
weapons will perform in the future.

In January 2002, the Administration released the second
Nuclear Posture Review (NPR), which laid out the direc-
tion for America’s nuclear forces over the next decade. The
NPR noted that since the end of the Cold War, the nation’s
nuclear infrastructure had atrophied. Furthermore, an
evolving security environment required a flexible and
responsive weapons complex infrastructure. To address
these concerns, the 2004 Budget reflects a significant
increase over the 2003 Budget in the stockpile stewardship
program. This increase, along with a multiyear plan
supported by sustained, stable funding, will enable NNSA
to fulfill the nation’s needs for a safe, secure, reliable, and
effective nuclear stockpile. The 2004 Budget proposes
$6.4 billion for activities related to maintaining the
nuclear weapons stockpile, $533 million above the 2003
Budget. Efforts underway include:

• Near-term work such as the refurbishing of three
weapons that originally entered service in the 1970s
and 1980s. Without new warheads entering the
inventory, a robust refurbishment program is the only
way to maintain the nuclear deterrent with a high
degree of confidence.

• Long-term work such as:
— The Inertial Confinement Fusion Ignition and High Yield program, which includes construc-

tion and operation of the National Ignition Facility at Lawrence Livermore National Labora-
tory in California. This project will provide a 192-beam laser to simulate the conditions of
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high temperature and pressure that result from a nuclear explosion, so scientists can better
understand the expected performance of nuclear warheads.

— Advanced Simulation and Computing efforts involving the largest and fastest computers to
perform calculations and nuclear explosion simulations that previously were impossible to
perform. These simulations are an integral part of certifying the reliability of the stockpile.

— The plutonium “pit” (bomb core) manufacturing and certification program that will provide
the United States with the capability to develop new plutonium pits to replace existing ones
whose life expectancy is unknown.

NNSA’s weapons-related programs also encompass:

• infrastructure programs that underpin the stockpile work. Since the Cold War, many facilities
have reached the end of their useful lives and NNSA is embarking on an effort to improve con-
ditions throughout the complex to ensure the sustainability of the complex into the future;

• security programs intended to protect the nuclear weapons complex and nuclear weapons and
their components within that complex and while in transit; and

• the Nuclear Weapons Incident Response Program that provides first-responder teams in the
event of a nuclear emergency.

The United States last produced a new weapon in 1990 and last conducted a nuclear test
in 1992. Now, DOE must develop new tools to manage the stockpile without the design and
underground testing that supported it since the dawn of the nuclear age. This work will remain
critical even as the Department of Defense (DoD) draws down the number of operationally deployed
warheads to between 1,700 and 2,200 over the next 10 years.

Managing the Stockpile Stewardship program continues to be an enormous challenge. In response
to questions raised by the DOE Inspector General and others concerning poor accountability of gov-
ernment property, abuse of government-issued credit cards, and theft of property at the Los Alamos
National Laboratory, the Secretary of Energy insisted that the University of California, the contrac-
tor at Los Alamos, take immediate action to remedy the laboratory’s management failures. The
University reacted by accepting the resignations of the Laboratory Director and Deputy Director
and took other steps to address management problems. The Secretary of Energy also asked the In-
spector General to undertake a broader investigation of these allegations and other related matters
as appropriate. Furthermore, the Secretary directed the Deputy Secretary and the Under Secretary
for Nuclear Security to complete by April 30, 2003 a full evaluation of the University of California’s
capacity to operate the laboratory. Among other matters, the evaluation will examine whether the
University should continue to hold the Laboratory contract, which it has held for 60 years without
competition. The contract was most recently renewed non-competitively on January 18, 2001, two
years ahead of schedule. The Secretary has also directed the formation of a Blue Ribbon Commission
to develop criteria to be used generally in evaluating when laboratory contracts should be open to
competition.
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Preventing the Spread of Weapons of Mass Destruction

The gravest danger our Nation faces lies at the crossroads of
radicalism and technology. Our enemies have openly declared
that they are seeking weapons of mass destruction, and evi-
dence indicates that they are doing so with determination. The
United States will not allow these efforts to succeed.

National Security Strategy of the United States of America
September 17, 2002.

Preventing the spread of weapons
of mass destruction (WMD) con-
tinues to be an urgent and top
priority. This imperative was
made clear after the September
11th, terrorist attacks and the
subsequent discovery of signs that
terrorists were seeking to obtain
WMD.

In June 2002, with the leadership
of the United States, G-8 nations
agreed to a new comprehensive nonproliferation effort known as the Global Partnership. To advance
this goal, G-8 leaders committed to raise up to $20 billion over 10 years to fund nonproliferation
programs in the former Soviet Union. The United States intends to provide half that total through
programs at DOE, DoD, and the Department of State. The Global Partnership program’s 2004
budget of nearly $1 billion is allocated as follows:

• $459 million in DOE programs to reduce and prevent the proliferation of nuclear weapons, nu-
clear and radioactive material, and nuclear expertise;

• $451 million in DoD Cooperative Threat Reduction programs that provide assistance to reduce
and prevent the proliferation of weapons of mass destruction, delivery vehicles, material and
expertise; and

• $81 million in Department of State programs to prevent the proliferation of weapons of mass
destruction and expertise.

In addition to the Global Partnership programs the NNSA manages nearly $900 million in other
nonproliferation programs for 2004. Highlights include $609 million to dispose of surplus plutonium
in the United States, and $204 million to conduct research and development of technologies that
support nonproliferation efforts.

Naval Reactors

The President’s Budget will enable NNSA’s Naval Reactors program to continue its success in
developing and operating safe, reliable, and effective nuclear-powered warships. The program is re-
sponsible for all naval nuclear propulsion work, beginning with technology development, continuing
through reactor operation and, ultimately, to reactor plant disposal. The Naval Reactors program
is currently developing new nuclear propulsion plants to meet evolving national defense require-
ments. By the end of 2004, the goal is to complete 100 percent of the design of the next generation
submarine reactor and 65 percent of the design of the next generation aircraft carrier reactor. Fur-
thermore, the Naval Reactors program will begin work on its Transformational Technology Core, a
reactor core that will deliver a significant energy increase to future submarines. Finally, the program
will continue operating 101 naval reactor plants, and will add to its record of 124 million miles safely
steamed without a reactor accident or a significant release of radioactivity into the environment.
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Update on the President’s Management Agenda

DOE’s status has improved from red to yellow over the past year in Human Capital, Financial
Performance, and E-Government. The Department has been at the forefront of the Administration’s
efforts to improve agencies’ analysis and management of research and development investments.

Human Capital
Competitive

Sourcing
Financial

Performance E-Government
Budget and
Performance
Integration

Status

Progress

Arrows indicate change in status since baseline evaluation on September 30, 2001.

DOE is carrying out its workforce restructuring plan to ensure that its staff have the right skills, eliminate
management layers, and streamline operations. The Department received an unqualified opinion on its 2001
financial statement and DOE’s review of its financial management controls concluded DOE controls have no
major weaknesses. DOE has also made significant progress improving its planning and management of capital
investments in information technology, including developing better financial information to support investment
decisions. It has started private-public competitions on more than 1,100 federal and 1,000 contractor positions
toward achieving the President’s competitive sourcing goal.

Initiative Status Progress

Better R&D Investment Criteria

The goal of this initiative is to develop objective criteria to select, fund, and manage R&D programs across the
government. The initiative’s red status reflects the limited progress most agencies have made. DOE, which
was part of a pilot effort last year, is the exception. It improved the quality of information it uses to evaluate
its investments in applied research and development. It is working to improve its use of this tool to manage
programs and develop better ways to estimate the benefits of its research. This was the first year other R&D
agencies and DOE’s Office of Science applied the criteria to their programs. NASA is recasting its strategic
plans and budget to tie directly to the R&D criteria. NSF is changing its budget structure and guidelines used
to evaluate its research to reflect the criteria’s intent. See the R&D chapter of the Analytical Perspectives
volume for additional information on this initiative.
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Department of Energy
(In millions of dollars)

Estimate2002
Actual 2003 2004

Spending
Discretionary Budget Authority:

National Defense
National Nuclear Security Administration ...................................... 7,619 7,934 8,759
Other Defense Activities ................................................................ 551 445 523

Energy Resources............................................................................. 2,697 2,645 2,734
Science and Technology ................................................................... 3,263 3,256 3,311
Environmental Management ............................................................. 6,694 6,994 7,239
Nuclear Waste Disposal .................................................................... 375 591 591
Corporate Management and all other programs ............................... 119 199 219

Total, Discretionary budget authority 1................................................... 21,318 22,064 23,376

Mandatory Outlays:
Existing law.................................................................................... 899 1,344 1,329
Legislative proposal ....................................................................... — 149 145

Total, Mandatory outlays ....................................................................... 899 1,195 1,184
1 Includes $0.4 billion in 2002 supplemental funding.
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