July 2, 2009

MEMORANDUM TO: Chairman Jaczko
Commissioner Klein
Commissioner Svinicki

FROM: J. E. Dyer /RA/
Chief Financial Officer

SUBJECT: PERFORMANCE IMPROVEMENT

On May 16, 2008, the staff briefed the Commission on the agency’s Infrastructure with a focus
on Human Capital, Information Technology and Information Management, Administration, and
Financial Programs. As a result of the briefing, the staff was tasked with several follow-up
actions (SRM-M080516B), one of which was to “... Keep the Commission informed of areas
where the NRC can do better, based on observations of what other agencies are doing in the
Performance Improvement area.” The following describes several areas of the staff’s
performance improvement efforts.

Performance Improvement Officer Activities

The November 13, 2007, Executive Order: Improving Government Program Performance,
states that it is the policy of the Federal Government to spend taxpayer dollars effectively, and
to increase effectiveness each year. It calls on agencies to use taxpayer resources efficiently in
a manner that maximizes the effectiveness of Government programs in serving the American
people.

This Order directed each agency to appoint a senior level Performance Improvement Officer
(PIO) to supervise the performance management activities of the agency. The Chairman
appointed the Chief Financial Officer (CFO) to fill this role. The PIO participates in a
government-wide Performance Improvement Council (PIC), led by the Office of Management
and Budget (OMB).
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As the PIO, | and other agency representatives continue to participate in the monthly PIC
meetings. These meetings are a forum for sharing relevant experiences and information.
Several agencies have made presentations describing their approach to performance
improvement. Recent meetings have also served as a means for the new Administration to
communicate its intentions for the future of performance management in the Federal
Government. This includes the plan to replace the Program Assessment Rating Tool (PART)
with a new methodology for assessing performance that places greater emphasis on program
outcomes. OMB has also indicated that it wants the PIC to develop recommendations to create
a comprehensive performance measurement system as described in the Analytical
Perspectives document contained within the Administration’s proposed FY 2010 Budget.

In March 2009, the PIC conducted a 2009 performance census of the PIO’s and their agencies.
OMB reported that 18 of the 24 CFO Act agencies responded to the 2009 census. The census
revealed that:

= 50 percent of the responding agencies PIO’s are one management level below the agency
head;

» the number of FTE devoted to PIO and performance functions per agency averages 10.7
FTE;

= agency PIO staff met with other agencies on cross-cutting issues an average of 4.5 times in
the past year; and

= 53 percent of PIO’s decide and/or concur in their agency’s budget allocation process.

The NRC Performance Improvement Panel (PIP), which meets periodically, serves as a senior
advisory group providing an agency-wide perspective on the integrating and implementation of
the Performance Improvement Plan. The NRC PIP last met on May 18, 2009.

The Performance Improvement Plan, which had been previously prepared per direction from
OMB and the PIC, has been updated for FY 2009 to reflect the progress made on performance
improvement activity within the agency. The Plan is structured along the Six Objectives outlined
by the PIC when the Council was first formed. This includes (1) Continually improve goals; (2)
Program Improvement Plans; (3) Regularly Assess Progress; (4) Help Hold Managers
Accountable; (5) Agency Planning and Reporting; and (6) Transparency.

Other Activities

A number of other improvements have also been made in the agency.

= Improvement in performance reporting was reflected through the Mercatus Center’s 10th
Annual Performance Report Scorecard. The NRC was ranked fourth (tied with the
Department of Homeland Security) among the 24 CFO agencies in the Federal
Government for the agency's FY 2008 Performance and Accountability Report (PAR).
Though this is the same ranking NRC's report received last year, the FY 2008 Report
received a higher numerical score than last year.
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Implementation of the new budget structure is also progressing as offices have begun to
develop products which will replace planned activities. The expectation is that the
products will be a consolidation of related activities for the same area of work.

= The eTravel system remains on schedule. By July 20", eTravel will be fully deployed
agency-wide for domestic, Temporary Duty (TDY), and local travel. OCFO continues to
receive positive feedback about its approach for training employees and supporting
deployment with strong praise for the NRC dedicated eTravel help desk. The eTravel
on-line training has also proven an effective tool as a supplement to auditorium and
hands-on training.

» The OCFO is documenting seventeen of its processes for Knowledge Management
purposes in order to improve efficiency in operations. Processes related to strategic
planning, budget formulation, budget execution, and performance reporting have been
identified. Documentation is scheduled for completion this fall.

» The staff is also focusing on ways to improve performance through more effectively
utilizing operating plans to manage program performance and link performance
measures to the budget. In FY 2008, the Performance Management Working Group,
comprised of staff from across the agency, began using a database that provides a
standard format for quarterly performance reports submitted to the Office of the
Executive Director for Operations (OEDO). The working group’s efforts to improve
performance measures continues in FY 2009 with initiatives including (1) linking
programmatic measures to the agency’s new budget structure and standardizing the
measures across programs, where possible; and (2) improving linkages between
operating plan measures and objectives in SES performance plans.

» The Lean Six Sigma process improvement methodology is being utilized by the staff to
improve the efficiency, effectiveness, and timeliness of its processes. Of the nine
projects in process, five have reached the “control” phase during which offices
implement improvements. Some Lean Six Sigma projects have already saved
thousands of hours of staff time while other Lean Six Sigma projects have shown
significant reductions in process cycle time. The staff plans to leverage these results
across the agency in addition to selecting and successfully completing a new round of
projects.

The staff will continue to look for ways to improve performance. NRC will also continue to
participate in the PIC meetings and activities sponsored by OMB and share relevant information
with the Commission and agency staff. In the future, | will share any relevant information with
the Commissioners through my periodic Commissioner meetings versus an annual report to the
Commission.

CcC: Performance Improvement Panel
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